May 3, 2011

PRIVILEDGED AND CONFIDENTIAL; PREPARED IN CONTEMPLATION OF
LITIGATION : :

TCE Maiter

OBSERVATIONS

1)

2)

3)

4)

3)

The OPA Commercial Team prepared a government instructed counter proposal
and delivered it to TCE on April 21, 2001. This proposal was authorized by the
Board as our limit and any further changes in TCE’s favour would start to
completely erode rate payer value.

TCE submitted an original proposal on March 10, 2011, and submitted a
subsequent letter on April 29 after receiving the government instructed counter
proposal, where they have not backed down in any way from their original
March 10th value proposition. Indeed, it could be said that they have asked for
further premiums by asking to be absolved of all permitting matters and
reducing their turbine output from previous correspondence. See Comparison
Matrix. ' '

We have used the disclosed TCE financial parameters, including CAPEX of
$540 million, and financial value of the OGS contract of $375 million, and we
can get a project return (IRR) of 5.1%, whereas TCE states it gets a 5.3%
project return. Consequently, the two models seem to be calibrated correctly.
The two main issues we need to resolve with TCE are (i) the financial value of
the OGS contract and (ii) CAPEX for the Replacement Plant. Only the
financial value of the OGS contract is something that arbitration can resolve. If
we still cannot come to either a resolution on CAPEX or a resolution on how to
handle differences in CAPEX, we will not be able to conclude our settlement
discussions and have a Replacement Contract.

The Commercial team does not recommend any further offers to meet TCE’s
demands. We would have to be directed to do so. The question remains do we '
continue to pretend to work towards a commercial settlement by asking for

clarifying questions or do we simply stop commercial matters and move it

6)

7

directly to the Legal Department? Two draft letters are attached-depending on
which strategy is pursued.

The OPA Legal team has developed some slides that discuss commencing
arbitration discussions with TCE so as to determine what course the arbitration
will take and where the KWCG plant and the OGS lost profits fit in.

This matter is clearly not a commercial discussion anymore. The conversation
is around strategies and tactics to see “who blinks first”, ie. Government for fear
of litigation and thereby, instructing the OPA to accede to TCE’s demands



through a further proposal, or TCE for fear of litigation and mindful of the long
term relationships and numerous contracts that they currently have through the
OPA. The clock has effectively started ticking through TCE’s notice to
Government to commence litigation within 60 days. Proposal was sent on April
27,2011.

RECOMMENDATIONS

1)

OR

Start the arbitration discussion immediately to determine the boundaries of what
an arbitration might look like. The slides from Legal address some of the issues
around this mechanism.

2} Ask one round of clarifying questions from TCE; however, this will not impact or

3)

4)

drive us towards sending another counter proposal. Draft Letter 1A.

Start the arbitration discussion immediately to determine the boundaries of what
an arbitration might look like. The slides from Legal address some of the issues
around this mechanism. ‘

Send a clear message that since they are unwilling to move on their proposal that
all commercial discussions will end and only the legal dispute mechanisms of
arbitration or litigation will be pursued. Draft Letter 1.

Items in Bold are send as Attachments to this Memo.



Aleksandar Kojic

From: Michael Killeavy
Sent: ) May 4, 2011 11:.45 AM '
To: 'Sebastiano, Roceo'; 'Ivanoff, Paul'; 'Smith, Elliot'; Susan Kennedy
Cc: JoAnne Butler; Deborah Langelaan; Ronak Mozayyan; Michael Lyle
Subject: ‘ TCE Matter - OPA Response to TCE Letter of 29 April 2011 ...

- Attachments: OPA Lir to TCE 4 May 2011.docx

Colin has requested that a letter, substantially in the form of the attached letter, be sent by the OPA under his signature
in response to TCE's letter of 29 April 2011. Can counse! please review and comment on the drafting of the attached
letter? We would like to send the letter out tomorrow at the latest.

We want Osler to contact TCE counsel to initiate a discussion on the terms of reference for an arbitration of the dispute.

Thank you,
Michael

Michael Killeavy, LL.B., MBA, P.Eng.
Director, Contract Management
Ontario Power Authority

120 Adelaide Street West, Suite 1600
Toronto, Ontario

M5H 1T1

416-969-6288

416-520-9788 (CELL)

. 416-967-1947 (FAX)




PRIVILEGED, CONFIDENTIAL AND WITHOUT PREJUDICE
May 4, 2011
Dear Alex,

Thank you for your letter dated April 29, 2011 (“letter”). All capitalized terms in this
letter refer to terms defined in the Memorandum of Understanding between the OPA and
TCE, dated 21 December 2010, unless defined otherwise.

We have reviewed your letter in detail and we are very disappointed that your letter does
not really constitute any revisions to your settlement proposal, dated 10 March 2011
(“original settlement proposal”), which we told you is unacceptable to the OPA. Your
letter seeks only to confirm and amplify your original settlement proposal. Indeed, your
estimated capital expenditure (“CAPEX?™) for the Potential Project is in excess of $600
million, including gas and electrical interconnect costs, which we cannot reconcile with
our own estimates for such a plant.

We have some questions to seek clarifications on some of the matters you raised in your
letter: '

I. Can you please clarify the Annual Average Contract Capacity (“AACC”) used in
the TCE financial modeling for the Potential Project? We are in receipt of the
revised Schedule B to the proposed implementation agreement, dated 24 February
2011, which indicates seasonal contract capacities of: 510 MW; 481.5 MW; 455.9
MW; 475 MW. These yield an Annual Average Contract Capacity of 481 MW,
You indicate in your letter that an Annual Average Contract Capacity of 481 MW
is not achievable and that it ought to be 450 MW,

2. Please clarify what is included in the 2009 and 2010 CAPEX amounts for the
Potential Project detailed in your 15 March 2011 financing model assumptions,
which were shared with JoAnne Butler? These amounts total to $42 million. We

3. Please clarify TCE cost of capital used in its financial nodél for the Poteritial
Project, including how it is arrived at, i.e., proportion and cost of both debt and
equity portions. '

4, Please clarify the NRRIF used in your financial model for the Potential Project?
In your letter you mentioned a 50% NRRIF, however, in the 15 March 2011
financing model assumptions, which were shared with JoAnne Butler, you
indicate 20%.



5. Can you please specify your concerns about testing ramp rates for the Potential
Project? ' '

6. The proposed target costing methodology provides for both the TCE and the OPA
to share equally, i.e., 50% each, in CAPEX overruns and under-runs. We do not
understand your comment in your letter where you state that it is “one-sided”?

7. In your letter you mention that TCE has shared its cash flow model with the OPA.
Actually, you shared a pro forma income statement for the project, not the model
where the modeling assumptions and calculations are disclosed. Can you please
share the entire model with us?

While we attempt to understand better our differences in terms of financial parameters for
any Potential Project I have requested that our commercial team move this file to our
legal counsel, who will be contacting your legal counsel to commence discussions on
terms of reference for the arbitration of our dispute.

Sincerely,

Colin Andersen



Aleksandar Kojic

From: Yvonne Cuellar

Sent: : May 4, 2011 3:28 PM
To: Michael Killeavy
Subject: Visio diagram
Attachments: Decision-May4-2011.vsd
Hereitis

Yvonne Cuellar

Administrative Assistant to

Michael Killeavy - Director, Contract Management and
Barbara Ellard - Director, Policy & Analysis

ER-OPA
120 Adelaide St. West 1 Suite 1600 1 Toronto, ON M5H 1T1 t T: 416-969-6421 1| 416-969-1947

yvonne.cuellar@powerauthority.on.ca

Please consider your environmental responsibility before printing this email.

This e-maif message and any files fransmitted with it are intended only for the named recipient(s) above and may contain
information that is privileged, confidential and/or exempt from disclosture under applicable law. If you are nof the intended
recipient(s), any dissemination, distribution or copying of this e-mail message or any files transmitted with it is strictly
prohibited. If you have received this message in error, or are not the named recipient(s), please notify the sender
immediately and defete this e-mail message.




Aleksandar Kojic

From: Deborah Léngelaan

Sent: May 5, 2011 8:14 AM

To: Michael Killeavy

Subject: RE: TCE Matter - OPA Response to TCE Letter of 29 April 2011 ..
Michael;

During yesterday's ETM Colin indicated he wanted us to specmcally reference our CAPEX figure. s this something that
can be incorprated into this letter?

Deb

From: Michael Killeavy

Sent: May 4, 2011 11:45 AM

To: Sebastiano, Rocco; Ivanoff, Paul; Smith, Ellict; Susan Kennedy

Cc: JoAnne Butler; Deborah Langelaan; Ronak Mozayyan; Michael Lyle
Subject: TCE Matter - OPA Response to TCE Letter of 29 April 2011 ....

Colin has requested that a letter, substantially in the form of the attached letter, be sent by the OPA under his signature
in response o TCE’s letter of 29 April 2011. Can counsel please review and comment on the drafting of the attached
letter? We would like to send the letter out tomorrow at the latest,

We want Osler to contact TCE counsel to initiate a discussion on the terms of reference for an arbitration of the dispute.

Thank you,
Michael

Michael Killeavy, LL.B., MBA, P.Eng.
birector, Contract Management
Ontario Power Authority

120 Adelaide Street West, Suite 1600
Toronto, Ontario

M5H 1T1

416-969-6288

416-520-9788 (CELL)




Aleksandar Kojic

From: Michael Killeavy

Sent: May &, 2011 9:16 AM

To: . Deborah Langelaan

Subject: Re: TCE Matter - OPA Response to TCE Letter of 28 April 2011 ....

[ thought | did?

Michael Killeavy, LL.B., MBA, P.Eng.
Director, Contract Management
Ontario Power Authority

120 Adelaide St. West, Suite 1600
Toronto, Ontario, MSH 1T1
416-969-6288 (office)

416-969-6071 {fax)

416-520-9788 {cell)

Michael killeavy@powerauthority.on.ca

From: Deborah Langelaan

Sent: Thursday, May 05, 2011 09:14 AM

To: Michael Killeavy

Subject: RE: TCE Matter - OPA Response to TCE Letter of 29 April 2011 ....

Michael;

During yesterday's ETM Colin indicated he wanted us to specifically reference our CAPEX figure. Is this something that
can be incorprated into this letter?

. Deb

From: Michae! Killeavy

Sent: May 4, 2011 11:45 AM

To: Sebastiano, Rocco; Ivanoff, Paul; Smith, Elliot; Susan Kennedy

Cc: JoAnne Butler; Deborah Langelaan; Ronak Mozayyan; Michael Lyle
Subject: TCE Matter - OPA Response to TCE Letter of 29 April 2011 ....

_ Colin has requested that_a letter, substantially in the form_of the attached letter, be sent by the OPA under his.signature_

_inresponse to TCE’s letter of 29 April 2011. Can counsel please review and comment on the draftlng ofthe attached  °
letter? We would like to send the letter out tomorrow at the latest. -

We want Osler to contact TCE counsel to initiate a discussion on the terms of reference for an arbitration of the dispute.

Thank you,
Michael

Michael Killeavy, LL.B., MBA, P.Eng.
Director, Contract Management



Ontario Power Authority

120 Adelaide Street West, Suite 1600
Toronto, Ontario

M5H 1T1

416-969-6288

416-520-9788 (CELL)

416-967-1947 (FAX)



Aleksandar Kojic

From: . Smith, Elliot [ESmith@osler.com]

Sent: May 5, 2011 9:51 AM '

To: Michael Killeavy, Sebastiano, Rocco; Ivanoff, Paul; Susan Kennedy
Cc: JoAnne Butler; Deborah Langelaan; Ronak Mozayyan; Michael Lyle
Subject: RE: TCE Matter - OPA Response to TCE Letter of 29 April 2011 ....
Attachments: ' OPA Ltr to TCE 4 May 2011 (Osler comments) 20556161_3.00CX
Michael, :

Further to your request below, we have revised the proposed letter to TCE.
With respect to question 6 (the “one-sided” target costing methodology), we suspect that TCE’s view of this is
derived from the fact that although cost overruns and under-runs are split 50/50, there is an overall cap which is

lower than TCE’s estimated CAPEX which may be why they see the mechanism as being “one-sided”. In light
of this, you may want to consider whether you still want to ask them that question.

Please let us know if you have any questions or comments.

Elliot

&

Elliot Smith
Associate

416.862.6435 DIRECT
416.862.6666 FACSIMILE

esmith@osler.com

Osler, Hoskin & Harcourt LLP
Box 50, 1 First Canadian Place

Toronte, Onfario, Canada M5X 1B8

B

From: Michael Killeavy [mailto:Michael.Killeavy@powerauthority.on.cal
Sent: Wednesday, May 04, 2011 11:45 AM

.- _To:-Sebastiano, Rocco; Ivanoff, Paul;-Smith,-Elliot; Susan-Kennedy. R —

.._..Cc: JoAnne Butler; Deborah Langelaan; Ronak Mozayyan; Michael Lyle .
- Subject: TCE-Matter - OPA Response to TCE Letter of 29 April 2011 .... - - - -~ - = - - - T

Colin has requested that a letter, substantially in the form of the attached letter, be sent by the OPA under his
signature in response to TCE’s letter of 29 April 2011. Can counsel please review and comment on the drafting
of the attached letter? We would like to send the letter out tomorrow at the latest.

We want Osler to contact TCE counsel to initiate a discussion on the terms of reference for an arbitration of the
dispute.

Thank you,



Michael

Michael Killeavy, LL.B., MBA, P.Eng.
Director, Contract Management
Ontario Power Authority

120 Adelaide Street West, Suite 1600
Toronto, Ontario

M5H 171

416-969-6288

416-520-9788 (CELL)

416-967-1947 (FAX)

This e-mail message fs privileged, confidential and subject to
copyright. Any unauthorized use or disclosure is prohibited.

Le contenu du présent courriel est privitégié, confidentiel et
soumis a des droits d'auteur, i est inferdit de ['utiliser ou
de le divulguer sans autortsation.




PRIVILEGED, CONFIDENTIAL AND WITHOUT PREJUDICE
May 4, 2011
Dear Alex: |

We acknowledge receipt of your letter dated April 29, 2011 (the “April 29 Letter™). We
have reviewed it in detail and we are very disappointed that it does not contain any
materials revisions to your settlement proposal dated March 10, 2011 (“Original
Settlement Proposal”), which we advised TCE was unacceptable to the OPA. The April
29 Letter serves only to confirm and amplify the Original Settlement Proposal. Indeed,
your estimated capital expenditure (“CAPEX™) for the “Potential Project” (as such term
is defined in the Memorandum of Understanding dated December 21, 2010) is in excess
of $600 million, once gas and electrical interconnection costs are taken into account. We
cannot reconcile this CAPEX with our own estimates for such a plant.

In an effort to better understand the April 29 Letter, we have the following questions
which seek clarification on some of the matters raised in your letter:

1. Can you please clarify the Annual Average Contract Capacity (“AACC”) and the
Season 3 Contract Capacity used in the TCE financial modeling for the Potential
Project? We are in receipt of the revised Schedule B to the proposed
implementation agreement, dated 24 February 2011, which indicates seasonal
contract capacities of 510.0 MW, 481.5 MW, 455.9 MW and 475.0 MW. This
yields an Annual Average Contract Capacity of 480.6 MW. The April 29 Letter
states that an Annual Average Contract Capacity of 481 MW is higher than what
can be achieved by the gas turbines, which is 450 MW. Furthermore, the April 29
Letter also states that the maximum Season 3 Contract. Capacity that can be
achieved is 427 MW.

2. Please clarify what is included in the 2009 and 2010 CAPEX amounts for the
Potential Project detailed in TCE’s 15 March 2011 financing model assumptions
shared with JoAnne Butler. These amounts total $42 million. We believe that

these amounts may actually be OGS sunk costs. Is this correct?

3. Please clarify TCE’s cost of capital used in its financial model for the Potential
Project, including how the cost of capital is arrived at (i.e., the proportion and cost
of both the debt and equity).

4. Please clarify the NRRIF used in your financial model for the Potential Project.
The April 29 Letter refers to a 50% NRRIF, however, in the March 15, 2011

LEGAL _1:20556161.3



Aleksandar Kojic

From: Michael Lyle

Sent: August 1, 2011 6:26' PM

To: ' JoAnne Butler; Michael Killeavy, Amir Shalaby
Subject: Draft Deck

Attachments: TCEBoard presentationAug211.ppt

See attached for purposes of discussion tomorrow morning.

Michael Lyle

General Counsel and Vice President
Legal, Aboriginal & Regulatory Affairs
Ontario Power Authority

120 Adelaide Street West, Suite 1600
Toronto, Ontario, M5H 171

Direct: 416-969-6035

Fax: 416.969.6383

Email: michael lyle@powerauthority.on.ca

This e-mail message and any files fransmitted with it are intended only for the named recipient(s) above and may contain information that is privileged, confidential
and/or exempt from disclosure under applicable law. If you are nat the intended recipient(s), any dissemination, distribution or copying of this e-mail message or
any files transmitted with it is strictly prohibited. If you have received this message in error, or are not the named recipient(s), please notify the sender immediately
and delete this e-mail message



Arbitration Agreement with TCE

Presentation to Board of Directors

Prepared in Contemplation of
Litigation: Solicitor/Client Privilege

August 2, 2010



Background:
-

« TCE served Crown with notice of proceedings against
the Crown in late April and clock started to tick on 60 day
period before TCE could commence litigation against
Government

- Subsequently, TCE advised OPA counsel that they had
three core demands in order to agree to arbitration

» Scope of arbitration limited only to appropriate quantum of
damages

» Crown and OPA both parties to the arbitration

» No impact on ability of TCE to participate in future OPA
procurement processes

. Of these three, the limitation on scope of arbitration is by -
far the most important from TCE'’s perspective

? ~ ONTARIO

POWER AUTHORITY {_J



Background:

« OPA briefed Government on these issues and attempted
to develop a common approach with Government on
negotiating an arbitration agreement with TCE

. Issue was elevated in Government and Infrastructure -
Ontarlo (“1O”) was asked to take a lead role in
negohahons

« |0 was able to get TCE to agree to hold off on |
commencing litigation while discussions were pq_rsued- |

3 ONTARIO

P‘OWER AUTHORITY {



Proposed Deal - Key Elements |
-

« Commercial Deal between OPG and TCE where TCE
would take ownership stake in Lennox

« Provision also made for subsequent negotiations on
potential joint ventures between TCE and OPG on
conversion of a coal unit to gas and development of new
gas plant

» |If commercial deal not finalized by end of August, theh
matters determined by way of binding arbitration in
accordance with the arbitration agreement

« OPA is a party to proposed arbitration agreement

) ONTARIO

POWER AUTHORITY {_}



Arbitration Agreement - Key Elements

« TCE, Crown and OPA are parties in arbitration

« Subject of arbitration agreement is focused on quantum
of damages

. "OPA and Crown waive defences with respect to:

» Exclusion of liability clauses in contract

» Any possibility that plant would have been unable to be buiit
because it did not receive all necessary approvals

» TCE releases OPA and Crown from any further claims

» Process for arbitration award to be paid through transfer
of an interest in an asset owned by the Crown or an
agency of the Crown

- No reference to other OPA procurement processes

5 ONTARIO

POWER AUTHORITY |



Arbitration Agreement - OPA Key Concerns

« What is value proposition for ratepayers? — how strong
are arguments that OPA could have made in litigation
but are precluded from making in arbitration?

« Who should pay arbitration award? — ratepayers or
taxpayers?

« The turbines — are there opportunities to obtain
ratepayer value by providing for assignment of turbines
to successful bidder?

8 ONTARIO #

POWER AUTHORITY {_/



Arbitration Agreement - OPA Key Concerns

« Characterization of October 7 letter — stated that OPA
terminated QOakville contract in this letter

« Scope of arbitration process — limits on arbitration
process raises concern about ability to obtain information
from TCE

« No acknowledgement may be made of the fact that
matter has gone to arbitration

7 ONTARIO

POWER AUTHORITY { )



Aleksandar Kojic

From: Michael Lyle -

Sent: ' July 31, 2011 8:00 PM

To: "jim_hinds@irish-line.com'; Colin Andersen; JoAnne Butler; Michael Killeavy
Ce:- Susan Kennedy

Subject: TCE

Attachments: Draft Arbitration Agreement_FINALS_O(OPA comments).docx

See attached draft of arbitration agreement with OPA comments that has heen provided to Infrastructure Ontario.

Michael Lyle

General Counsel and Vice President
Legal, Aboriginal & Regulatory Affairs
Ontario Power Authority

120 Adelaide Street West, Suite 1600
Toronto, Ontario, M5H 1T1

Direct: 416-969-6035

Fax: 416.969.6383

Email: michael.lyle@powerauthority.on.ca

This e-mail message and any files transmitted with it are intended only for the named recipient(s) above and may contain information that is privileged, confidential
andfor exempt from disclosure under applicable law. If you are not the intended recipient(s), any dissemination, distribution or copying of this e-mail message or
any files transmitted with it is striclly prohibited. If you have received this message in eror, or are not the named recipient(s), please notify the sender immediately
and delete this e-mail message



IN THE MATTER OF AN ARBITRATION
BETWEEN:
TRANSCANADA ENERGY LTD.

Claimant .
-and -

HER MAJESTY THE QUEEN IN RIGHT OF ONTARIO and the ONTARIO
POWER AUTHORITY

Respondents

ARBITRATION AGREEMENT

WHEREAS the Ontario Power Authority (the “OPA”) and the Claimant
TransCanada Energy Ltd. (“TCE” or the “Claimant”) entered into the Southwest
GTA Clean Energy Supply Contract dated as of October 9, -2009 (the “CES

Contract”) for-the-construction-with respect to the development and operation ffa ___..:-{Eomment

900 megawatt gas fired generating station in Oakville Ontario (the “OGS");

AND WHEREAS by letter dated October 7, 2010 (the “October 7 letter”) the

OPA ierminated-the-CES-Centractstated that it would like to begin negotiations
with TCE to reach mufual agreement to terminate the CES Conftract and

acknowledged that TCE was entitled to its reasonable damages, including the

anticipated financial value of the CES Contract;

AND WHEREAS the Respondents have agreed to pay TCE its reasonable
damages arising from the termination of the CES Contract, including the anticipated
financial value of the CES Contract;

AND WHEREAS the Claimant and the Respondent OPA have mutually
agreed to terminate the CES Contract.and the Claimant and the Respondents wish
to submit the issue of the assessment of the reasonable damages suffered by TCE to
arbitration in the event they are unable to seftle that amount as between themselves;

AND WHEREAS on April 27, 2011, the Claimant provided written notice to
Her Majesty the Queen in Right of Ontario (the “Province of Ontario”), under



section 7 of the Proceedings Agaisnt the Crown Act, RS.0., 1990, c. P. 27 ("PACA"), of
its intent to commence an action against the Province of Ontario to recover the
damages the Claimant suffered because of the termination of the CES Coniract (the = :
”C].ainl”); . :

AND WHEREAS the Parties have agreed that the Claimant’s damages under -
the Claim will not be limited by: (a) any limitation on or reduction of the amount of
damages which might otherwise be awarded as a result of sections 10.5 or 14.1 of the
CES [eoht2
might otherwise be awarded as a result of any possibility or probability that TCE -
may have been unable to obtain any or all government or regulatory approvals
required to construct and operate its generation facility as contemplated in and in
accordance with the CES Contract;

AND WHEREAS the Parties have agreed that the Respondents will not raise
as a defence the Force Majeure Notices filed by the Claimant with the OPA
including those issued after the Town of Oakville rejected the Claimant’s site plan
approval for the Oakville Generating Station and subsequently the rejection of its
application for minor variance by the Committee of Adjustment for the Town of
Oakville; ’

- AND WHEREAS the Parties have agreed to resolve the issue of the quantum
of damages the Claimant is entitled to as a result of the termination of the CES
Contract by way of binding arbitration in accordance with The Arbitration Act, 1991,
5.0.1991, c.17 (the “Act”);

AND WHEREAS the Parties have agreed that all steps taken pursuant to the
binding arbitration will be kept confidential and secure and will not form part of the
public record;

NOW THEREFORE, in consideration of the mutual agreement to terminate
the CES Contract, the mutual covenants contained herein and other good and
valuable consideration, the receipt and sufficiency of which is hereby
acknowledged, the Parties agree as follows:

ARTICLE1
APPLICATION OF THE ACT

Section 1.1 Recitals

The recitals herein are true and correct.




Section 1.2 Act

The provisions of the Act shall apply to this Arbitration Agreement except as varied
or excluded by this Agreement, or other written agreement of the Parties.

ARTICLE 2

Section 2.1 Consideration

In consideration of the Parties each agreeing to pursue the resolution of this .

matter by way of binding arbitration in accordance with the Act and on the
understanding that the referral to the arbitration and the satisfaction of any Final
Award (as defined) is a setlement of the Claimant’s claim that is the subject matter
of its April 27, 2011 Notice, pursuant to section 22 (c) of the PACA, the Parties agree:

(a) the Claim against the Province of Ontario and the OPA will not be
pursued in the Courts; and

(b) contemporaneous with the satisfaction by the Province of Ontario of
any Final Award in favour of TCE, TCE will provide a release to the

OPA and the Province of Ontario in the form of Schedule “B” attached
hereto.

ARTICLE 3
ARBITRATOR

Section 3.1

The Arbitration shall be conducted in Toronto, Ontario by an arbitrator mutually
agreed upon by the Parties or chosen by such individual as the Parties may agree
(the “ Arbitrator”).

ARTICLE 4
JURISDICTION OF ARBITRATOR

Section 4.1 Final Decision and Award

The decision and award of the Arbitrator shall be final and binding on the
Parties, subject to the right to appeal questions of law to the Ontario Superior Court
of Justice as provided in section 45(2) of the Act.

Section 4.2 The Disputes

The Arbitrator shall fully and finally determine the amount of the reasonable
damages to which the Claimant is entitled as a result of the termination of the CES
Contract, including the anticipated financial value of the CES Contract.



Section 4.3 Waiver of Defences

| (2) The Respondents agree that in light of the October 7 letter they are - SR
liable to pay TCE its reasonable damages arising from the termination of the CES
Contract, including the anticipated financial value of the CES Contract.

(b)  The Respondents acknowledge and agree that in the determination of | ;
the reasonable damages which TCE is to be awarded there shall be no reduction of = .~
those damages by reason of either: '

(i) Limitation on or reduction of the amount of damages which might
otherwise be awarded as a result of secdons 10.5 or 14[:13 of the CES __...-
Contract; or

(if) any limitation on or reduction of the amount of damages which
might otherwise be awarded as a result of any possibility or
probability that TCE may have been unable to obtain any or all
government or regulatory approvals required to construct and operate
its generation facility as contemplated in and in accordance with the
CES Contract.

(&  For greater certainty, the amount of the reasonable damages to which
the Claimant is entitled will be based upon the following agreed facts:

(i) that if the CES Contract had not been terminated then TCE would
have fulfilled the CES Contract and the generation facility which was
contemplated by it would have been built and would have operated;
and

(ii) the reasonable damages including the anticipated financial value of
the CES Contract which is understood to include the following
components:

(a) the net profit to be earned by TCE over the 20 year life of the
CES Contract; and

(b) the costs incurred by TCE in connection with either the
performance or termination of the CES Contract to the extent
that these costs have not been recovered in item (a); and

{c) each Party rteserves its rights to argue whether the
Respondents isare liable to compensate the Claimant for the
terminal value of the OGS, if any, where terminal value is
understood to mean the economic value of the OGS that may be
realized by Claimant in the period after the expiration of the



twenty year term of the OGS Contract for its remaining useful E o

life.

Section 4.4 Arbitrator Jurisdiction

Without limiting the jurisdiction of the Arbitrator at law, the submission to
arbifration hereunder shall confer on the Arbitrator the jurisdiction to:

(@  determine any question as to the Arbitrator's jurisdicon including
any objections with respect to the existence, scope or validity of this
Agreement;

(b)  determine all issues in respect of the procedure or evidentiary matters
governing the Arbitration, in accordance with this Agreement and the
Act, and make such orders or directions as may be required in respect
of such issues;

()  determine any question of law arising in the Arbitration;

(d)  receive and take into account such written or oral evidence tendered
by the Parties as the Arbitrator determines is relevant and admissible;

(e)  make one or more interlocutory or interim orders;

(f)  include, as part of any award, the payment of interest from the
appropriate date as determined by the Arbitrator; and

(g) proceed in the Arbifration and make any interlocutory or interim
Award(s), as deemed necessary during the course of the hearing of the
Arbitration, and the Final Award (defined below)

Section 4.5 Costs

The PParties agree that the Arbitrator has the jurisdiction to award costs to any
of the Parties, and that the Arbitrator will make a determination with respect to any
Party’s entitlement to costs by analogy to the Ontario Rules of Civil Procedure, R.R.O,
1990, Reg 194 ( the “Rules”) and with regard to the relevant case law, after hearing
submissions from the Parties with respect to costs following the Final Award, or an
interim or interlocutory order or award in relation to any interim or interlocutory
motion. The Arbitrator's accounts shall be borne equally by the Parties, together
with all other ancillary, administrative and technical expenses that may be incurred
during the course of the Arbitration, including but not limited to costs for court
reporter(s), transcripts, facilities and staffing (the “Expenses”), but the Arbitrator’s
accounts and the Expenses shall be ultimately determined with reference to the




Rules and the case law, at the same time that other issues with respect to costs are 7

determined following the Final Award.

Sectipn 4.6 Timetable

Any deadlines contained in this Agreement may be extended by mutual
agreement of the Parties or order of the Arbitrator, and the Arbitrator shall be -
advised of any changes to any deadlines.

ARTICLES
SUBMISSION OF WRITTEN STATEMENTS

Section 5.1 Statement of Claim
The Claimant shall deliver a Statement of Claim on or before October 6, 2012

Section 5.2 Defence

The Respondents shall each deliver a Statement of Defence within 30 days
following the delivery of the Statement of Claim.

Section 5.3 Reply

The Claimant shall deliver a Reply within 30 days following the delivery of
the Statements of Defence.

ARTICLE 6
CONDUCT OF THE ARBITRATION

Section 6.1 Documentary Discovery

The Parties will meet and confer with respect to documentary production
within 30 days following the last date by which a Reply is to be delivered. At the
meeting with respect to documentary production, counsel for the Parties will discuss
and attempt to agree on the format of the documents to be delivered.

The scope of documentary production is to be determined by the Parties
when they meet and confer. For greater clarity, the scope of documentary
production is not as broad as that contemplated by the g ¢4 Rather, the Parties are
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required to disclose the documentation that they intend to or may rely on at the
arbitration, as well as documents which fall into the categories (relevant to the issues
in dispute) identified by opposing counsel at the meet and confer meeting or as may
arise out of the examinations for discovery.

In preparation of witnesses for discovery and in conmection with
documentary production the Parties will use all relevant powers to ensure that all
documents in their power, possession or control are produced in the Arbitration.




When they meet and confer, the Parties shall determine a date by which each
shall deliver to the other a list identifying any and all records and documents,
whether written, electronic or otherwise, being produced for the purpose of this
Arbitration, and by which each shall deliver the documents in the format agreed to
by the Parties.

Section 6.2 Evidence by Witness Affidavits
On a date to be determined by the Parties when they meet and confer, the
Ty
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Parties shall deliver to each other sworn affidavits of each of their ¥ithesses.

On a date to be determined by the Parties when they meet and confer, the
Parties shall deliver to each other responding sworn affidavits from their witnesses,

Section 6.3 Cross Examinations on Affidavits

The Parties agree that cross examinations of the affiants will take place on a
date to be agreed, with each Party limited to one day of cross examination per

%itness, or such other time as may be agreed between the Parties upon review of the _..--{i

......................................................................................

affidavits or may be ordered by the Arbitrator.

Within 30 days following cross examinations, the Parties will come to an
agreement on hearing procedure with respect to calling viva voce evidence, or will
attend before the Arbitrator to determine such procedure (the “Hearing Procedure”).

Section 6.4 Expert Reports

The Parties agree that experts shall meet prior to the preparation of expert
reports to confer and, if possible, agree and settle the assumptions and facts to be
used in the expert reports.

The Parties agree on the following timetable for delivery of expert reports:

(@)  expert reports of each Party shall be delivered within 45 days after
completion of cross examinations.

{b) responding (reply) expert reports of each Party shall be exchanged
within 30 days of the exchange of expert reports.

()  all expert reports delivered and filed in the Arbifration shall include
and attach a copy of the expert’s Curriculum Vitae and a declaration of
independence. ‘

Section 6.5 Arbitration Hearing

The Arbitration Hearing shall take place in Toronto on dates to be agreed by
the Parties. The Arbitration Hearing shall be conducted in an expeditious manner
and in accordance with the Hearing Procedure. A court reporter will be present at

-
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each day of the Arbitration Hearing and the court reporter will provide the Parties

with real-time transcription of the day’s evidence, and the court reporter will also "*
provide the Parties with copies of daily transcripts of each day’s evidence. The costs -

of the court reporter will be divided between the Parties during the course of the -
Arbitration and it will form part of the costs of the Arbitration, which will ultimately -~
be decided with reference to Section 4.5 above. B

Section 6.6 Witness Statements

The Parties will attempt to reach agreement with regard to whether the
evidence-in-chief of witnesses will be provided by way of Affidavit rather than oral
testimony. If the evidence of a witness is to be provided by way of Affidavit, the
witness will nevertheless, if requested, be available at the hearing for cross-
examination. ‘

Each witness who gives oral testimony at the Arbitration Hearing will do so
under oath or affirmation.

Section 6.7 Examinations and Ora! Submissions

Unless otherwise agreed, each Party may examine-in-chief and re-examine its
own witnesses and cross-examine the other Party’s witnesses at the Arbitration
Hearing. The Parties shall agree upon, failing which the Arbitrator shall impose,
time limits upon both examination-in-chief and cross examination of wiinesses.
Each Party shall be entitled to present oral submissions at the Arbitration Hearing.

Section 6.8 Applicable Law

The Arbitrator shall apply the substantive law applicable in the Province of
Ontario. The Arbitrator shall apply the procedural rules set out in this Arbitration
agreement and the Act and by analogy to the Rules, to the extent that procedures are
not dealt with in this Arbitration Agreement or in the Act.

Section 6.9

Subject to the terms of this Arbitration Agreement, the Arbitrator may
conduct the Arbitration Hearing in such manner as he/she considers appropriate,
provided that the Parties are treated with equality, and that at any stage of the
proceedings each Party is given full opportunity to present its case.

Section 6.10

Each Party may be represented by legal counsel at any and all meetings or
hearings in the Arbitration. Each person who attends the Arbiiration Hearing is
deemed to have agreed to abide by the provisions of Article 7 of this Arbitration
Agreement with respect to confidentiality. Any person who aftends on any date




upon which the Arbitration Hearing is conducted shall, prior to attending, executea -
confidentiality agreement in the form attached hereto as Schedule “A”.

ARTICLE?
AWARD

Section 7.1 Decision(s) Timeline

Any interlocufory or interim award(s) shall be given in writing at Toronto,
with reasons and shall be rendered within forty five (45) days of the conclusion of
the relevant motion.

The Arbitrator shall provide the Parties with his/her decision in writing at :
Toronto, with reasons, within six (6) months from the delivery of the communication
of the final submissions from the parties (the “Final Award"). The Arbitrator shall -
sign and date the Final Award. :

Within fifteen (15) days after receipt of the Final Award, any Party, with
notice to the other Parties, may request the Arbitrator to interpret the Final Award;
correct any clerical, typographical or computation errors, or any errors of a similar
nature in the Final Award; or clarify or supplement the Final Award with respect to
claims which were presented in the Arbitration but which were not determined in
the Final Award. The Arbitrator shall make any interpretation, correction or
supplementary award requested by either Party that he/she deems justified within
fifteen (15) days after receipt of such request. All interpretations, corrections, and
supplementary awards shall be in writing, and the provisions of this Article shall
apply to them.

" Section 7.2

Subject to the right of appeal in Section 4.1 above, the Final Award shall be
final and binding on the Parties, and the Parties undertake to carry out the Final
Award without delay. If an interpretation, correction or addifional award is
requested by a Party, or a correction or additional award is made by the Arbitrator
on his/her own initiative as provided under this Article, the Award shall be final
and binding on the Parties when such interpretation, correction or additional award
is made by the Arbitrator or upon the expiration of the time periods provided under
this Arficle for such interpretation, correction or additional award to be made,
whichever is earlier. The Final Award shall be enforceable in accordance with its
terms, and judgment upon the Final Award entered by any court of competent
jurisdiction that possesses jurisdiction over the Party against whom the Final Award
is being enforced.




Section 7.3

The Parties agree that it is in their mutual interests thata Final Award [or an
interim final award] in favour of the Claimant be satisfied in a manner that furthers
both the energy interests of the Province of Ontario and the interests of TCE.
Therefore, subject to the foregoing and the following terms and conditions, a Final

Award [or an interim final award] in favour of the Claimant may be satisfied by way -

of the transfer to the Claimant of an asset that has an after tax value to TCE, after
due consideration for the tax implications of the transaction, equal to or greater than
the Final Award [or interim final award] (the “Equivalent Value”).

(@)

(b)

(©

(d)

Upon the request of the Respondent Her Majesty the Queen in Right of
Ontario to satisfy the Final Award or interim final award against either

of the Respondents by the transfer of an asset of Equivalent Value, TCE
shall within ten (10) business days submit a list of assets of interest (the
“ Assets of Interest”) to the Respondent for consideration. Such list to
consist of assets owned by the Province of Ontario or an agency of the
Province of Ontario and at a minimuim to include assets in which TCE
has an equity interest or that has been subject to prior discussion
amoungst the Parties. Assets which will provide partial Equivalent
Value may be considered. The Assets of Interest shall be assets owned
by the Respondent or by entities under the direction or control of the
Respondent.

If an asset of interest is mutually agreed as being a suitable asset for
transfer to TCE, and the asset is not one in which TCE (or a wholly
owned affiliate) owns an equity interest in at that time, then TCE shall
be permitted a reasonable and customary period of time for an asset
purchase transaction of this type in order to conduct due diligence and
to confirm its continued interest in the asset transfer. If TCE remains
interested in acquiring the asset after having completed its due
diligence then the Parties shall use commercially reasonable efforts to
attempt to agree on the value of the asset to TCE.

If an asset of interest is mutually agreed as being a suitable asset for an
equivalent exchange and is an asset in which TCE (or a wholly owned
affiliate) owns an equity interest at that time, then the Parties shall use
commercially reasonable efforts to attempt to agree on the value of the
asset to TCE.

In respect of any proposed asset transfer under subsection (b) or (c)
above TCE acting reasonably must be satisfied that:

(i)  the transfer will be in compliance with all relevant covenants
relating to the asset and in compliance with all applicable laws;




(if)- all necessary consents, permits and authorizations are available
to transfer the asset to TCE and for TCE to own and operate the :
" asset; : .

(iify there are no restrictions on TCE's ability to develop, operate,
sell or otherwise dispose of the asset; and ‘

(iv)y TCE does not become liable for any pre-closing liabilities
relating to the asset.

(e)  If the Parties have agreed to the transfer and if the value of the asset to
TCE is agreed, then the Parties will use commercially reasonable - -
efforts to negotiate and settle the form of such definitive documents as
may be required to give full effect to such asset transfer. Such
documents are to be in conventional form for the type of asset to be
transferred and will contain conventional representations, warranties,
covenants, conditions, and indemnities for an asset transfer between
arm’s length commercial parties.

(h)  If more than ninety (90) days have elapsed after the Final Award [or an
interim final award] of the Arbitrator, and the Parties have not agreed
on the terms of the asset transfer or settled the form of the definitive
documents for transfer, then TCE shall be permitted to issue a demand

S

letter to the Respondent [detnandiig immediate payment of the Final _..--f€s
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Section 7.4 Release

Contemporaneous with compliance by the Respondents with the terms of the
Final Award and in consideration therefore, TCE shall deliver a Release in favour of
each of the Respondents in the form attached hereto as Schedule “B”.

ARTICLE 8
CONFIDENTIALITY

Section 8.1

Except as may be otherwise required by law, all information disclosed in the
Arbitration shall be treated by all Parties, including their respective officers and
directors, and by the Arbitrator, as confidential and shall be used solely for the
purposes of the Arbitration and not for any other or improper purpose. The Parties
agree further that for the purposes of this Arbitration, they shall abide by and be
bound by the “deemed undertaking” rule as stipulated in Rule 30.1 of the Rules.



For greater certainty, the Arbitrator and the Parties, including their respective
officers and directors, employees, agents, servants, administrators, successors, -
shareholders, members, subsidiaries, affiliates, insurers, assigns and related parties
from time to time agree that they shall not disclose or reveal any information .:
disclosed in the Arbitration to any other person, except legal, or financial advisors, -
or experts or consultants retained by a party for the purpose of this arbitration, or as
required by law including, for example, the Claimant's obligation to make
disclosures under applicable securities law. The Parties also agree that they will use
best efforts to ensure that they have effective procedures in place to ensure that
information disclosed in the Arbitration is not disclosed or revealed contrary to the
provisions of this Article. Each Party agrees to be responsible for any breach by its
officers, directors, professional advisors, experts or consultants of the terms and
conditions of this Article.

ARTICLE®
MISCELLANEOUS

Section 9.1 Amendment

This Arbitration Agreement may be aﬁended, modified or supplemented
only by a written agreement signed by the Parties.

Section 9.2 Governing Law

This Arbitration Agreement shall be governed by, interpreted and enforced in
accordance with the laws of the Province of Ontario.

Section 9.3 Binding the Crown

The Respondent Her Majesty the Queen in Right of Ontario, shall be bound
by this agreement.

Section 9.4 Extended Meanings

In this Agreement words importing the singular number include the plural
and vice versa, words importing any gender include all genders and words
importing persons include individuals, corporations, limited and unlimited liability
" companies, general and limited partnerships, associations, trusts, unincorporated
organizations, joint ventures and governmental authorities. The terms “include”,
“includes” and “including” are not limiting and shall be deemed to be followed by
the phrase “without limitation”.

Section 9.5 Statutory References

In this Agreement, unless something in the subject matter or context is
inconsistent therewith or unless otherwise herein provided, a reference to any
statute is to that statute as now enacted or as the same may from time to time be
amended, re-enacted or replaced and includes any regulation made thereunder.




Section 9.6

This Agreement may be executed in any number of counterparts, each of
which will be deemed to be an original and ail of which taken together will be
deemed to constitute one and the same instrument. E

Counterparts

Section 9.7 Electronic Execution

Delivery of an executed signature page to this Agreement by any party by .
electronic transmission will be as effective as delivery of a manually executed copy
of the Agreement by such party.

Section 9.8 Counéel

The Parties acknowledge and agree that the following shall be the counsel of
record for this Arbitration,

Counsel for the Respondent,
Her Majesty The Queen in Right of
Ontario

Counsel for the Claimant,
TransCanada Energy Ltd.

Thornton Grout Finnigan LLP

3200 - 100 Wellirigton Street West
CP Tower, TD Centre
Toronto, ON M5K 1K7

Michael E. Barrack
Tel: (416) 304-1616
Email: mbarrack@tgf.ca

John L. Finnigan
Tel: (416) 304-1616
Fax: (416)304-1313

Email: jfinnigan@tgf. ca

Counsel for the Respondent,
The Ontario Power Authority

Oslers, Hoskin & Harcourt LLY
Box 50, 1 First Canadian Place
Toronto, ON M5X 1B8

Paul A. Ivanoff
Tel: (416) 86224223

Ministry of the Attorney General
Crown Law Office -Civil
McMurtry ~ Scott Building

720 Bay Street, 11th

Toronto, ON

M7A 259

John Kelly
Tel:  (416) 601-7887
Email: john kelly@ontario.ca

Eunice Machado

Tel:  (416)601-7562

Fax: (416) 868-0673
Email: eunice.machado@ontaric.ca



Fax: (416) 862-6666
Email: pivanoff@osler.com

Section 9.9 Notices

All documents, records, notices and communications relating to the
Arbitration shall be served on the Parties’ counsel of record.

DATED this day of , 2011,

TRANSCANADA ENERGY LTD.

By:
Title
TRANSCANADA ENERGY LTD,

By

Title

HER MAJESTY THE QUEEN IN RIGHT OF

ONTARIO

By: “determined = in
MAG

Title

ONTARIO POWER AUTHORITY

By:
Title



SCHEDULE “A”

CONFIDENTIALITY AGREEMENT

IN THE MATTER OF the Arbitration Act, 1991, 5.0.1991, ¢. 17;

AND IN THE MATTER OF an arbitration between
TRANSCANADA ENERGY LTD. and HER MAJESTY THE QUEEN
IN RIGHT OF ONTARIO and the ONTARIO POWER AUTHORITY
BETWEEN:
TRANSCANADA ENERGY LTD.
Claimant

-and-

HER MAJESTY THE QUEEN IN

RIGHT OF ONTARIQ and the ONTARIO POWER AUTHORITY

Respondents

-and-

(“e")

CONTFIDENTIALITY AGREEMENT

WHEREAS, in connection with this Arbitration between
TRANSCANADA ENERGY LTD. ("TCE”) and the RESFONDENTS concerning the
Southwest GTA Clean Energy Supply Contract between the Ontarioc Power




Authority and TCE dated October 9, 2009 (the “CES Contract”), TCE and the .
Respondents have entered into an Arbitration agreement dated [Jaly 315t ' '
“Arbitration Agreement”);

'f

AND WHEREAS, pursuant to the Arbitration Agreement, ® has B
produced certain information and documents relating to the issues in this
Arbitration and the CES Contract (the “ e Information”);

AND WHEREAS, pursuant to the Arbitration Agreement, the
Respondents have produced certain information and documents relating to the
issues in this Arbitration and the CES Contract (the “ Respondents Information”);

| AND WHEREAS during the course of this Arbitration, the parties
may produce additional information and documents relating to the e Information,
the Respondents Information or the issues in this Arbitration (collectively referred
to with the e Information and the Respondents Information as the ”Confldenhal
Informatlon”)

AND WHEREAS the Confidential Information is either not available
to the general public and/or is confidential in nature and, on the basis thereof, the
parties have agreed to enter into a confidentiality agreement respecting the
Confidential Informationy;

NOW THEREFORE THIS AGREEMENT WITNESSES THAT, in
consideration of the production of such information and documents and for other
good and valuable consideration, the receipt and adequacy of which is hereby
acknowledged, the undersigned parties hereby agree as follows:

__--{Fonnal:l:ed: Sgace Before: 1.2 line ]

’ 1. The undersigned acknowledge and agree that the statements in the Recitals of
this Agreement are true and correct.

‘ 2, Each of the undersigned hereby agree on behalf of itself and its directors,
officers, employees, agents, pariners, associates and advisors {(including,
without Hmitation, legal advisors) (collectively, "Representatives"), to receive
and treat any of the Confidential Information produced by or on behalf of the
other party or its Representatives, or which is made available for review by



(@)

(b)

| {©)

I (D

the other party or its Representatives now or in the future, as strictly
confidential and proprietary information.

For clarity, information will not be deemed Confidential Information that (j)
becomes available in the public domain other than as a result of disclosure by
the undersigned, or (ii) is not acquired from one of the undersigned or
persons known by the recipient of the information to be in breach of an
obligation of confidentiality and secrecy to one of the undersigned in respect
of that information.

The undersigned hereby covenant and agreé that:

the Confidential Information will not be used by the undersigned or its
Representatives, directly or indirectly, for any purpose except in connection
with the matiers at issue in this Arbitration;

the Confidential Information will be kept confidential and will not be
disclosed in any manner whatsoever, in whole or in patt, to any person or
entity except those directly involved in this Arbitration and, in such event,
only to the extent required in connection with the Arbitration and on
condition that the persons to whom such Confidential Information is
disclosed agree to keep such Confidential Information confidential and who
are provided with a copy of this Agreement and agree fo be bound by the
terms hereof to the same extent as if they were parties hereto;

all reasonable, necessary and appropriate efforts will be made to safeguard
the Confidential Information from disclosure to any person or eniity other
than as permitted hereby; and

the undersigned shall be responsible for any breach of this Agreement by any
of its Representatives and shall, at its sole cost and expense, take all
reasonable measures (including but not limited to court proceedings) to
restrain its Representatives from and prohibited or unauthorized disclosure
or use of the Confidential Information.

The undersigned agree that the provisions of this Agreement will apply
retroactively to any disclosure of Confidential Information that has been
made to any person or entity as at the time of signing of this Agreement, and
that such persons or entities will be provided with a copy of this Agreement
and will be required to agree to be bound by the terms hereof to the same
extent as if they were parties hereto. If such person or entity to which
disclosure has been made does not agree to be bound by the terms of this
Agreement, the undersigned agree to take all reasonable, necessary and
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appropriate efforts to re-acquire all Confidential Information that was -
previously disclosed to that person or entity, as well as any copies thereof or
materials created in connection with the Confidential Information.

In the event that either of the undersigned is requested or required (by oral
questions, interrogatories, requests for information or documents in legal
proceedings, subpoena, civil investigative demand or other similar process)
to disclose any of the Confidential Information, the undersigned agrees to
provide the other party with prompt written notice of any such request or
requirement in order to permit sufficient time for an application to Court for
a protective order or other appropriate remedy.

Each of the undersigned agrees that the other party does not and shall not
have an adequate remedy at law in the event of a breach of this Agreement
and that it will suffer irreparable damage and injury which shall entitle the
other party to an injunction issued by a Court of competent jurisdiction
restraining the disclosure of the Confidential Information or any part or parts
thereof. For greater clarity, nothing in this Agreement shall be construed as
prohibiting either of the undersigned from pursuing any other legal or
equitable remedies available to it, including the recovery of damages.

Each of the undersigned agrees to return all Confidential Information which
is provided to it by the other party, its Representatives and its witnesses
when this Arbitration has been completed, without retaining any copies
thereof. Each of the undersigned further agrees to arrange for all of its
Representatives and witnesses to return all Confidential Information in the
possession of or under the control of any of the Representatives or witnesses
to the other party when this Arbitration has been completed, without
retaining any copies thereof.

The undersigned acknowledge and agree that this Agreement shall be
governed by and construed in accordance with the laws of the Province of
Ontario. If any provision of this Agreement is determined to be illegal,
invalid or unenforceable by a court of competent jurisdiction, that provision
will be severed and the remaining provisions will remain in full force and
effect.

Notwithstanding anything to the contrary in this Agreement, the
undersigned each acknowledges that this Agreement, the Confidential
Information, and any other document or agreement provided or entered into
in connection with this Arbitration, or any part thereof or any information
therein, may be required to be released pursuant to the provisions of the
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Freedom of Information and Protection of Privacy Act, RS.O. 1990, ¢. F31, a5 " .:7 = ..

amended.

The obligations of the undersigned under this Agreement shall be binding . .
upon the undersigned, its successors and assigns and all

, this

of

its -
Representatives, incdluding without limitation, its legal 3dvisors. ~ _-ff

In witness whereof, the undersigned have executed this Agreement at

day of

,2011.

HER MAJESTY THE QUEEN IN RIGHT

OF ONTARIO

Per:

Name:
Title:

ONTARIO POWER AUTHORITY

Per:

Name:
Title:

TRANSCANADA ENERGY LTD.

Per:

Name:

Title:

Per;

Name:
Title:




SCHEDULE “B”

FULL AND FINAL RELEASE

WHEREAS TRANSCANADA ENERGY LTD. (“TCE”) and HER
MAJESTY THE QUEEN IN RIGHT OF ONTARIO AND THE ONTARIO POWER

AUTHORTLY (the “Respondents”) have agreed to settle all matters outstanding between : ' _ ; .__‘“: .

them in respect of and arising from the Southwest GTA Clean Energy Supply Contract B ’.
datkd as of October 9, 2009 (“CES Contract”) and the letter dated October 7, 2010 by-in | "~

which the Ontario Power Authority (the “OPA”) stated that it would like to begin

negotiations to terminated the CES Contract and acknowledged that TCE was entitled to

its reasonable damages (the “October 7 Letter”);

IN CONSIDERATION of the mutual agreement of TCE and OPA to .

te the CES Contract, the payment of the setflement amount agreed by the parties for
all claims arising from the CES Coniract and the October 7 Letter [as set out in the [Insert
1/ vard] ] (the ‘Arbitration”)

title"of -documient’ sefting; out settlein g
and/or in consideration of the payment of the Final Award made in the arbitration
proceedings between TCE and the Respondents pursuant to an Arbitration Agreement .
dated P, and the payment by the Respondents to TCE of the sum of $5.00 (five dollars) and
for other good and valuable consideration, the receipt and sufficiency of which is hereby .
acknowledged, by the undersigned, TCE, its directors, officers, employees, agents,
servants, administrators, successors, shareholders, members, subsidiaries, affiliates,

insurers, assigns and related parties from time to time (collectively, the “Releasor”);

THE RELEASOR HEREBY RELEASES, ACQUITS, AND FOREVER
~ DISCHARGES WITHOUT QUALIFICATION the Respondents and their respective
directors, officers, employees, agents, successors, subsidiaries, affiliates, insurers and
assigns (the “Releasees”) from all manner of actions, causes of action, suits, proceedings,

debts, dues, accounts, obligations, bonds, covenants, duties, contracts, complaints, claims




and demands for damages, monies, losses, indemnities, costs, interests in loss, or injuries

. howsoever arising which hereto may have been or may hereafter be sustained by thé,_,_'-' 3

Releasor arising out of, in relation to or in connection with the CES Contract, ’che"_-.":,“ :

October 7 Letter or the Arbitration and from any and all actions, causes of action, claims. o

or demands of whatsoever nature, whether in contract or in tort or arising as a fiduciary -

duty or by virtue of any statute or otherwise or by reason of any damage, loss or injury e

arising out of the matters set forth above and, without limiting the generality of the
foregoing, from any and all matters that were raised or could have been raised in respect
to |or arising out of the CES Contract, the October 7 Letter or the Arbitration.
Notwithstandning the foregoing, nothing in this Release will limit, restrict or alter the
obligations of the Respondents to comply with the terms of any settlement agreement with

the Releasor or to comply with any Final Award made in favour of the Releasor.

IT IS UNDERSTOOD AND AGREED that this Full and Final Release is
intended to cover, and does cover: {(a) not only all known injuries, losses and damages, in
respect of and arising from the CES Contract and the October 7 Letter, but also injuries,
losses and damages not now known or anticipated but which may later develop or be
discovered, including all the effects and consequences thereof, and (b) any and all of the
claims or causes of action that could have been made at the Arbitration or in any legal

proceeding by the Releasor against the Releasees, in respect of and arising from the CES
Contract and the October 7 Letter, and that this Full and Final Release is to be construed
liberally as against the Releasor to fulfill the said intention.

AND FOR THE SAID CONSIDERATION it is agreed and understood
tha';, the Releasor will not make any claim in respect of and-or arising from the CES
Contract and the October 7 Letter or take any proceedings, or continue any proceedings
against any other person or corporation who might claim, in any manner or forum,
contribution or indemnity in common law or in equity, or under the provisions of any

statute or regulation, from any other party discharged by this Full and Final Release.



IT IS UNDERSTOOD AND AGREED that this Full and Final Release shall
operate conclusively as an estoppel in the event of any claim, action, complaint or

proceeding which might be brought in the future by the Releasor with respect to the

matters covered by this Full and Final Release and arising from the CES Contract, the: T
October 7 Letter and the Arbitration. This Full and Final Release may be pleaded in the,_"__ )
event any such claim, action, complaint or proceeding is brought, as a complete defence
and reply, agd may be relied upon in any proceeding to dismiss the claim, action, .
complaint or proceeding on a summary basis and no objection will be raised by any party o

in any subsequent action that the other parties in the subsequent action were not privy to

the formation of this Full and Final Release.

AND FOR THE SAID CONSIDERATION the Releasor represents and =~ -

warrants that it has not assigned to any person, firm, or corporation any of the actions,
causes of acton, cIaimé, debts, suits or demands of any nature or kind arising from the CES

Contract and the October 7 Letter which it has released by this Full and Final Release.

IT 1S FURTHER UNDERSTOOD AND AGREED that neither the Releasor
nor the Releasees admits liability or obligation of any kind whatsoever in respect of the
CE$ Contract and the October 7 Letter.

IT IS FURTHER UNDERSTOOD AND AGREED that this Full and Final

Release ghall be binding upon and enure fo the benefit of the successors or assigns as
the|case may be, of all the parties to this Full and Final Release.

IT IS FURTHER UNDERSTCOD AND AGREED that this Full and Final

Release shall be governed by the laws of the Province of Ontario and the laws of Canada

applicable therein. TCE attorns to the non-exclusive jurisdiction of the courts of the

Province of Ontarip in respect of any dispute arising from or in connection with or in

consequence of this Full and Final Release.




IT IS FURTHER UNDERSTOOD AND AGREED that the facts and terms- .
of this Full and Final Release and the settlement underlying it will be held in confidence . i

and will receive no publication either oral or in writing, directly or indirectly, unless:'?;

deemed essential on auditor's or accountants” written advice for financial statements or.‘"'-:'i'-

income tax purposes, or for the purpose of any judicial proceeding, in which event the fact .. R

the settlement is made without admission of liability will receive the same publication”
simultanecusly or as may be required by law, including without limitation, the disclosure

reqbiremeﬁts of applicable securities law.

TCE ACKNOWLEDGES AND AGREES that it fully understands the

%15 of this Full and Final Release and has delivered same voluntarily, after receiving
indep

endent legal advice, for the purpose of making full and final compromise and

setflement of the claims and demands which are the subject -of this Full and Final

Release.

DATED this day of , 2011,

TRANSCANADA ENERGY LTD.

By:
Title




Aleksandar Kojic

From: . Michael Killeavy

Sent: "August 2, 2011 11:38 AM

To: Michael Lyle; JoAnne Butier; Breft Baker; Amir Shalaby; Kevin Dick
Subject: BOD 2 Aug 2011 Presentation - REVISED ....

Attachments: TCE Board Presentation 2 Aug 2011 v2.pptx

Importance: High

Attached please find the revised BOD presentation. | can insert Kevin's and Amir’s slides into the appendix when they
are ready.

Michael Killeavy, LL.B., MBA, P.Eng.
Director, Contract Management
Ontario Power Authority

120 Adelaide Street West, Suite 1600
Toronto, Ontario

M5H 171

416-969-6288

416-520-9788 (CELL)

416-967-1947 (FAX)
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~ Arbitration Agreement with TCE
Presentation to Board of Directors
Prepared in Contemplation of
Litigation: Solicitor/Client Privilege

August 2, 2010



Background:
_

« TCE served Crown with notice of proceedings against
the Crown in late April and clock started to tick on 60 day
period before TCE could commence litigation against
Government

« Subsequently, TCE advised OPA counsel that they had

three core demands in order to agree to arbitration

» Scope of arbitration limited only to appropriate quantum of
damages

» Crown and OPA both parties to the arbitration

» No impact on ability of TCE to participate in future OPA
procurement processes

« Of these three, the limitation on scope of arbitration is by
far the most important from TCE'’s perspective

; ONTARIO
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Background:

« OPA briefed Government on these issues and attempted
to develop a common approach with Government on
negotiating an arbitration agreement with TCE

 |ssue was elevated in Government and Infrastructure

Ontario (“lO”) was asked to take a lead role In
negotiations |

* |0 was able to get TCE to agree to hold off on
commencing litigation while discussions were pursued

3 ONTARIO,
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Proposed Deal - Key Elements

« Commercial Deal between OPG and TCE whe.re TCE
would take ownership stake in Lennox

* Provision also made for subsequent negotiations on
potential joint ventures between TCE and OPG on
conversion of a coal unit to gas and development of new
gas plant

 |f commercial deal not finalized by end of August, then
matters determined by way of binding arbitration in
accordance with the arbitration agreement

« OPA is a party to proposed arbitration agreement

4 ONTARIO
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Arbitration Agreement - Key Elements

» TCE, Crown and OPA are parties in arbitration 5

« Subject of arbitration agreement is focused on quantum
of damages

 OPA and Crown waive defences with respect to:

» Exclusion of liability clauses in contract

» Any possibility that plant would have been unable to be built
because it did not receive all necessary approvals

 TCE releases OPA and Crown from any further claims

* Process for arbitration award to be paid through transfer
of an interest in an asset owned by the Crown oran
- agency of the Crown

~« No reference to other OPA procurement pro"cesses' R

powsnmmunm* ¥



Arbitration Agreement - OPA Key Concerns

* What is value proposition for ratepayers? — how strong
are arguments that OPA could have made in litigation
but are precluded from making in arbitration?

* Who should pay arbitration award? — ratepayers or
taxpayers?

« The turbines — are there opportunities to obtain
ratepayer value by providing for assignment of turbines
to successful bidder?

s oNtARiof

POWER AUTHORITY



Arbitration Agreement - OPA Key Concerns

‘« Characterization of October 7 letter — stated that OPA
“terminated Oakville contract in this letter

. Scope of arbitration 'process — limits on arbitration

“process raises concern about ability to obtain |nformat|on
~from TCE

'-_No acknowledgement may be made of the fact that
“matter has gone to arbitration

7 ONTA ;fRI.
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Comparison of Settiement Proposals

JEFV N 1 1 g g g

RERRANE

RPN TR Y I /I T
TR T R T 11

NRR covers capital costs, financing warking capital, relurns, fixed monthly payment over life of

Assistance/Protection from
mitigating Planning Act
approvals risk

Government to provide
Plarning Act approvals
exemption.

obligation to negatiate OGS
¢ompensalion and sunk costs if
tha K-W Paaking Plant doesn't
proceed because of permitting
issuas,

$16,500/MW-month $12,500/MW-month $14,922MW-manth Unknawn contract, Energy paid on a deemed dispatch basis, this plant will operate less than 10% of the time.
Assumed 7.5% Cost of Equity, | TGE claimed *unleveraged” TCE can {lnance/leverage how they want to increase NPV of project. We have assumed in second
Unknown Unknown
all equity praject. discount rate of 5.25% proposal what we believe that they would use.
20 Years + 20 Years + We beliave that TCE abtains all their value in the first 20 years. 10 Year Qptlonis a "nice to have”
Option for 10-Year 25 Years 25 Years Cption for 10-Year swoslaner. Precedent for 25-year contract. — Portlands Energy Centre has option for additicnal five ©
Extension Extenslen years on the 20-year term,
LTEP indicates need for peaking generation in KWCG; need at [east 450 MW of summer peaking
450 MW SO0 MW 4B1 MW 450 MW capacity, Average of 500 MW provides additional system flexibility and reduces NRR on per MW basis
Lump S;;zan!lrmeni o Amartiza u:reet:‘ﬁ_'ssyears ~ro | Amorlize D:‘;L?:syears = Unknawn 1$37MM fo be audited by Ministry of Finance for substantiation and reascnableness
- . - Precedent — Portlands Energy Centre, Halten Hills, and NYR Peaking Plant. Paid on a cost recavery
Payment inNe;:i'gltlon tothe Payment :nNa':\:ﬂ; tion to the Payment In addition to the NRR Unknown basis, i.e, na opporlunity to charge an additionat risk premium on top of active costs. TCE estimate is
$100MM £ 20%.
L Cur CAPEX based on indepandent review by our Technical Expert and published infermation on other
$540mm $400mm $475 mm Unﬁgmgnwﬁlgg;r;r;the similar genaration facilities. We have increased it by $75MM; however, cannot really substartiate
difference that it is $540 mm wrf:y. ;jl'harefnre. wa are still propesing a target cost on CAPEX where increasesf/decreases are
shared.
p A TGE has given us limited insights into their oparating expenses. We have used advice from our
Littler Visibility Reasonabla Reasonable Unknown lechnical consullant on reasonable OPEX sstimates,
TCE s willing to accept
o gt s TS e v et
parmilting and approvals oo aeament Gontract and (b}
Wewould appreach combined with a good faith

recaiva a lump sum payment
for (i) sunk costs and (it}
financial value of the OGS
conitract. This would apply to
any and all parmits, not just
those issued under the

Planning Act.

1n the Gavernment-instructed counter-proposal the permitting risk is entirely transferred fo TCE;
however, the promise of finding compensatian of OGS lost profits would continues until another option
is found.

Privileged and Confidential -
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Potential Outcomes

» The following _graph'ic sets out several cases for
litigation/arbitration and settlement.

. TCE’s proposal to build the Replacement Project costs
the ratepayer more than our potentially worst case if we
were to go to litigation. o

* The cost of the OPA'’s Government-instructed Second |
Counter-Proposal is close to the worst case if we were to
go to litigation.

9 ONTARIO?
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Financial Value of Potential Outcomes

Litigation - Worst Case

Litigation - Intermediate Case

Litigation - Best Case |

TCE Proposal |

OPA Counter-Proposal |

Government-instructed 2nd
Counter-Proposal

Competitive Tender - Worst Case |

Competitive Tender - Intermediate )
Case

Competitive Tender - Best Case |

$0 $2'00 $400 $600 $800 $1,000

Cost to the Ontario Ratepayer ($millions)

10 Privileged and Confidential — Prepared in Contemplation of Litigation
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Management Assessment

« Not enough information has been provided and we
cannot provide any assessment on whether it's in the
best interest of the OPA to enter into this arbitration
agreement.

1t ~ ONTARIO/”

POWER AUTHORITY {_#
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Southwest Greater Toronto Area (SW GTA) Supply
.

« Need for generation identified in OPA’s proposed
Integrated Power System Plan (IPSP) submitted to OEB
in August 2007 |

» GTA has experienced robust growth and generation in
the area continues to be significantly less than the GTA

load

* Has resulted in heavy reliance on the Transmission
System and the ability of existing infrastructure to service

this area
» EXxpected to fall short by 2015 or sooner

10 ONTARIO 7”
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Southwest Greater Toronto Area (SW GTA) Supply

* In addition to aggressive conservation efforts the OPA
has identified the need for new electricity generation in
this area |

* New elecitricity generation will:

— Support coal-fired generation replacement by 2014
— Provide system supply adequacy

— Address reliability issues such as local supply and voltage
support

— Defer Transmission needs in the Western GTA

: ONTARIO 7
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OPA Procurement Process - Ministry Directive
|

-~ » Ministry of Energy issued Directive to OPA in August
2008 to:
— Competitively procure

— Combined-cycle, natural gas-fired electricity generatlon
facility

— Rated capacity up to ~850 MW
— In-service date not later than December 31, 2013

— Connected to the 230 kV Transmission System corridor
between the Oakville Transformer Station in Oakville to the
Manby Transformer Station in Etobicoke

— Not to be located at the former Lakeview Generating
Station site in Mississauga

. ONTARIO ?
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OPA Procurement Process - RFQ & RFP

1. Request for Qualifications
— Released October 2008
— 9 Qualification Submissions were received

— Short-list of 4 Qualified Applicants representing 7
proposed projects resulted

2. Request for Proposals
— Released February 2009
— 4 Proposals from 4 Proponents were received

— Proposals evaluated on Completeness; Mandatory
Requirements; Rated Criteria and Economic Bid

— Project with lowest Adjusted Evaluated Cost selected

t ' ONTARIO/
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Procurement Process - Contract

« SW GTA Contract based on Clean Energy Supply (CES)
Contract
— 20 year term
— Contract-for-Differences based on Deemed Dispatch logic:
» Generator guaranteed Net Revenue Requirement (NRR)
- Market Revenues < NRR = Payment from OPA
« Market Revenues > NRR = Payment from Generator

« TransCanada Energy Ltd. (“TCE”) was the succeful
proponent in the RFP and was awarded SW GTA CES
Contract on October 2009

20 ONTARIO ?
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Opposition to Gas-Fired Generation

+ Procurement process fraught with local opposition
« Town of Oakville passed several by-laws:

Interim control of power generation facilities on certain lands in |
the Town of Oakville (2009-065)

Town of Oakville Official Plan Livable Oakville (2009-112)
Health Protection and Air Quality By-law (2010-035)

Amendment to the Official Plan of the Oakville Planning Area
(Power Generation Facilities) (2010-151)

Amend the Comprehensive Zoning By-law 1984-63 to make
modifications for power generation facilities (2010-152)

Amend the North Oakville Zoning By-law 2009-189 to make
modifications for power generation facilities (2010-153)

T ONTARIO ?
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Opposition to Gas-Fired Generation
O

Town of Oakville rejected TCE's:

— Site plan application |

— Application for minor variances

« Mississauga Mayor Hazel McCallion publlcally opposed
project |

- Liberal MPP Kevin Flynn publically opposed project

» C4CA (Citizens For Clean Air) is a non-profit Oakville

organization opposed to locating power plants close to

homes and schools. Frank Clegg is the Chairman and
Director and former President of Microsoft Canada

2 " ONTARIO/
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Government Cancellation

. October 7, 2010 Energy Minister Brad Duguid, along
with Oakuville Liberal MPP Kevin Flynn, announced the
Oakville power plant was not moving forward

- OPA provided TCE with letter, dated 7 October 2010,
that stated “The OPA will not proceed with the Contract.
As a result of this, the OPA acknowledges that you are
entltled to your reasonable damages from the OPA,
/ncludmg the anticipated financial value of the Contract.”

K OPA Contract contains an Exclusion of Consequential
- Damages clause (including loss of profits)

- | - ONTA *Rlo
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| Termination Negotiations
| |

 Subsequent to the announcement of the cancellation of
the Oakville GS project the OPA and TCE entered into
negotiation to terminate the contract on mutually
acceptable terms.

* These discussions began in October 2011 and continued
until April 2011.

* All these discussions we on a confidential and without
prejudice basis.

. ONTARIO
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TCE Initial Concerns

« TCE identified 3 immediate concerns:

1. Canadian Securities Administrators (CSA) disclosure
~ requires TCE to report a write down on the project if out-
S ?'of-pocket costs not resolved by year-end (~$37 MM)
2. Handling of Mitsubishi (MPS Canada, Inc.) gas turbine
order ($210 MM) |

3. Financial value of OGS

« TCE met with Premier’s Office and advised that Ontario
has other generation needs; TCE is a good counterparty;
and asked TCE to be patient and not sue immediately

s ONTARIO?
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Confidentiality Agreement
O
 All OPA and TCE discussions related to the términation

of the contract have occurred on a “without wrejudice”
basis.

« Oct. 8 OPA and TCE entered into Confidentiality
Agreement to ensure certain communications remain
confidential, without prejudice and subject to settlement
privilege.

* This agreement has a term of five years.

26 ONTARIO
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‘Mou

. ">TCE’3-Treasury Department needed documentation from:

the OPA stating there was a replacement project to

‘which the OGS’s out-of-pocket costs could be applied to

av0|d having to write them off at year-end
MOU executed December 21, 2010:

i Potential Project site identified for Cambridge
- — Potential Project will utilize the gas turbines sourced for

OGS

o OPA & TCE agree to work together in good faith to

~ negotiate a Definitive Agreement for the Potential Project

- — Potential Project to be gas-fired peaking generation plant
- Explred June 30, 2011

“ ONTARIQ
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Replacement Project

It was determined that the replacement project would be a
gas-fired peaking generation (i.e. simple cycle) plant with a
contract capacity of 400 - 450 MW

TCE owns a site in Cambridge (Eagle St.) but close to
schools and residential areas

TCE identified the Boxwood Industrial Park in Cambridge as
its preferred site |

TCE has had 'preliminary discussions with the City of
Cambridge and they seem to be a willing host

C4CA has commenced a letter writing campaign against the
replacement project

The 2 Mitsubishi M501GAC gas turbines purchased for

OGS will be repurposed for the replacement probect N
! NTARIOf,
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Replacement Project Negotiations

+ Negotiations focused on the following issues: |
— Capital costs of Replacement Project
- — Financial value of OGS
— Disposition of Mitsubishi gas turbines

— Proper allocation of project risk, i.e., who bears the
~ ‘approvals and permitting risk for the Replacement Project.

« The negotiations were premised on the financial value of
OGS being “built” into the return that TCE would get from
the Replacement Project.

2 ONTARIO?
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OPA Analysis
R
* OPA undertook a detailed analysis of the Replacement
Project. -

« Third party technical and financial consultants were hired
to support this effort.

« The OPA believes that TCE’s projected capital
expenditure for the Replacement Project is far too high.

« TCE estimated that the CAPEX was on the order of $540
million. Our estimate is $375 million.

s ONTARIO
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Fundamental Disagreement - Value of OGSLf

» TCE has claimed that the financial value of the OGS
contract is $500 million.

. TCE presented a project pro forma for the OGS bid into
the SWGTA RFP. .

« The model shows a NPV of after-tax cash flows of $503
million.

. It also shows a discount rate of 5.25% for discounting
- the.cash flows — TCE’s purported unlevered cost of

equity. |
B ONTARIO
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Residual Value of the OGS
O

+ The $503 million NPV is calculated over the thirty year
life of the project, whereas the contract has a 20-year
term.

« Cash flows over the term of the contract amount to $262
million. Almost half of the claimed value of OGS comes
from a very speculative residual value.

« TCE maintains that the residual value of the OGS after
the expiry of the term was high because it would get a
replacement contract. We disagree with this assertion.

. ' ONTARIO !
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TCE Current Position on OGS Financial Va“-l‘.tief-"*-“‘:

* In February 2011 TCE revised its initial position on the
residual value of the OGS.

+ It stated that the residual cash flows ought to be
discounted at 8%, which would yield a OGS NPV of
$385 million and not the earlier claimed $503 million.

* Qur independent expert believed that the NPV of OGS
could be on the order of $100 million. Given the ”
problems in developing OGS the value is likely much

~lower.

Privileged and Confidential - Prepared in Contemplation of Litigation PWER AHTHGRI‘I‘Y



Ministry of Energy Directive

« OPA has worked closely with Ministry of Energy on the
drafting of a Directive to authorize negotiations with TCE
for the replacement project

« OPA requires a Directive to enter into the Definitive
Agreement

« Ministry wants the Directive to be silent on including the
financial value of the OGS Contract into the revenue
requirement for the replacement project

* Directive remains outstanding

. ONTARIO f
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Settlement Proposals

« March 10t OPA received TCE’s Potential Project Pricing
and Terms Proposal

— Commercial parameters for the proposed peaking plant
along with proposed revisions to the peaking contract

« TCE proposing to pass through maijority of risk to Ontario
ratepayer -

. OPA retained Financial Consultant to assist with due
diligence of TCE’s Proposal

« March 28t OPA made a counter-proposal to TCE
« April 6t TCE rejected OPA’s counter-proposal

s oNTARIOf
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Aleksandar Kojic

From: Michael Lyle

Sent: August 2, 2011 11:53 AM

To: Michael Killeavy; JoAnne Butler; Brett Baker; Amir Shalaby; Kevin Dick
Subject: RE: BOD 2 Aug 2011 Presentation - REVISED ...,

Attachments: TCE Board Presentation 2 Aug 2011 v3.pptx

Some changes in light of more info on the Lennox side of the deal.

Michael Lyle
General Counsel and Vice President
Legal, Aboriginal & Regulatory Affairs
Ontario Power Authority
120 Adelaide Street West, Suite 16800
Toronta, Ontario, M&H 1T1
Direct; 416-969-6035
Fax: 416.969.6383
Email: michael. lyle@powerauthority.on.ca

This e-mail message and any files transmitted with it are intended only for the named recipient(s) above and may contain information that is privileged, confidential
and/ar exempt from disclosure under applicable law. If you are not the intended recipient(s), any dissemination, distribution or copying of this e-mail message or
any fites transmitied with it is strictly prohibited. If you have received this message in error, or are not the named recipient(s), please notify the sender Immediately
and delete this e-mafl message )

From: Michael Killeavy

Sent: August 2, 2011 11:38 AM

To: Michael Lyle; JoAnne Butler; Brett Baker; Amir Shalaby; Kevin Dick
Subject: BOD 2 Aug 2011 Presentation - REVISED ....

Importance: High

Attached please find the revised BOD presentation. | can insert Kevin's and Amir’s slides into the appendix when they
are ready,

Michael Killeavy, LL.B., MBA, P.Eng.
Director, Contract Management
Ontario Power Authority

120 Adelaide Street West, Suite 1600
Toronto, Ontario

M5H 1T1

416-969-6288

416-520-9788 (CELL)

416-967-1947 (FAX)
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Background:

« TCE served Crown with notice of proceedings against
the Crown in late April and clock started to tick on 60 day
period before TCE could commence litigation against
Government

« Subsequently, TCE advised OPA counsel that they had

three core demands in order to agree to arbitration

» Scope of arbitration limited only to appropriate quantum of
damages

» Crown and OPA both parties to the arb:tratlon

» No impact on ability of TCE to participate in future OPA
procurement processes

« Of these three, the limitation on scope of arbltratlon is by
far the most important from TCE’s perspective

2 ONTARIO
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Background:

» OPA briefed Government on these issues and attempted
to develop a common approach with Government on
negotiating an arbitration agreement with TCE

e |ssue was elevated in Government and Infrastructure
Ontario (“IO”) was asked to take a lead role in
negotiations

« 1O was able to get TCE to agree to hold off on
commencing litigation while discussions were pursued

3 ONTARIO/
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Proposed Deal - Key Elements
-

» Commercial Deal between OPG and TCE where TCE
leases Lennox facility and constructs new combined
cycle gas plant on Lennox site under PPA with OEFC

- (the issues related to a gas plant at Lennox are
discussed in the Appendix)

* Provision also made for subsequent negotiations on
potential joint venture between TCE and OPG on
conversion of Nanticoke to gas |

 |f commercial deal not finalized by September 1, then
matters determined by way of binding arbitration in
accordance with the arbitration agreement

 OPA is a party to proposed arbitration agreement

4 ONTARIO
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Arbitration Agreement - Key Elements

. TCE, Crown and OPA are parties in arbitration

» Subject of arbitration agreement is focused on quantum
of damages

. OPA and Crown waive defences with respect to:

» Exclusion of liability clauses in contract

» Any possibility that plant would have been unable to be built
because it did not receive all necessary approvals

* TCE releases OPA and Crown from any further claims

« Process for arbitration award to be paid through transfer
of an interest in an asset owned by the Crown or an
agency of the Crown

~ + No reference to other OPA procurement processes

5 | ONTARIO ?
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Arbitration Agreement - OPA Key Concerns

« What is value proposition for ratepayers? — how strong
are arguments that OPA could have made in litigation
but are precluded from making in arbitration?

* Who should pay arbifration award? — ratepayers or
taxpayers?

« The turbines — are there opportunities to obtain
ratepayer value by providing for assignment of turbines
to successful bidder?

6 ONTARIO/
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Arbitration Agreement - OPA Key Concerns

-+ Characterization of October 7 letter — stated that OPA
~terminated Oakville contract in this letter

. Scope of arbitration process — limits on arbitration

‘process raises concern about ability to obtain mformatlon
from TCE

« No acknowledgement may be made of the fact that
- matter has gone to arbitration

! ONTARI.
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Comparison of Settiement Proposals

NRR covers capilal costs, financing working capital, returns, fixed monthly payment ever ke of

$16,500W-month $12,50074W-manth $14.9220MW-month Unknown contract. Energy paid on a deemed dispatch basis, this plant will operate less than 10% of tha time.
Unknown Assumed 7.5% Cost of Equity, | TCE claimed “unlaveraged” Unknown TCE can finance/leverage how they want to increasa NPV of project. We have assumed in second
all aquity project. discounl rate of 5.25% praposal what we believe that they weuld uss,
20 Years + 20 Yaars + Wa beliave that TCE cbtains all their value in the first 20 years. 10 Year Option Is a "nice 1o have®
Option for 10-Year 25 Yenis 25 Years Option for 10-Year sweelener. Precadent for 25-year contract. — Portlands Energy Centre has eption for additional five
Extension Extenslan years on the 20-year term.
LTER indicates need for peaking generation in KWCG; need at least 450 MW of summer peaking
450 MW 500 Mw 481 Mw 450 MW capacily, Average of 500 MW provides additional system flexibility and reduces NRR on per MW basls
Lump Sum Payment of Amortize over 25 years—no | Amortize over 25 ygars - no - . " -
§37mm relumns returns Unknown $37MM 1o be audited by Ministry of Finance for substentiation and reasonablenass
. . . s Precedsnt— Porllands Energy Centre, Helton Hills, and NYR Peaking Plant, Paid on a cost recovery
Paymeat ":\I?;’g'“m to the Payment ";ﬁfg'tm tothe Payment in addition to the NRR Unknown basis, i.e. no opportunity 1o charge an additional risk premium on top of aclive costs. TCE estimate is
$100MM = 20%.
: Our CAPEX based on Independent review by our Technical Expert and published information on other
$540mm $400mm $475 mm Unl:neggnl::tg :’:Balﬂgsfr:;lha‘ similar genaration facilities, We have increased it by $75MM, however, cannot really substantiale
diffefence that it is $540 mm :.'I:\ay;egherefore. we are still proposing a target cost on CAPEX where increases/decreases are
Litlle Visibility Reasonabla Reasonable Unknown Liﬁ;;::l gﬁ:uﬁ::ﬁfi?iﬂ';ﬁ;ng;Ersifs:::::f expanses. Wehave used advice from our
TCE s willing to accept
. _ | permilting risk provided that it
Na g::;{rur:gera\:‘zs:lst?::;:mh has a right to (a) femminate the
and spproval Replacement Contract and (b}
We wauld approach combined with a geod faith

Assistance/Pretection from
miligating Planning Act
approvals risk

Government to provide
Planning Act approvals
exemption.

obligation to negotiste OGS
compensation and sunk costs if
the K-W Peaking Plant doesn'l
praceed becausa of permilting
issues.

receive a lump sum payment
for {i) sunk costs and (ii)
financial value of the OGS
contract, This would apply to
any and all parmits, not just
those issued under the

In the Government-Instructed counter-proposal the permitting risk is entirely transferred to TCE;
however, the promise of finding compensation of OGS lost profits would continues until another option
1s found.

Pianning Act.

Privileged and Confidential - Prepared in Contemplation of Litigation
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Potential Outcomes

» The foIIOwing graphic sets out several cases for
litigation/arbitration and settlement

» TCE’s proposal to build the Replacement Project costs
the ratepayer more than our potentially worst case
scenario if we were to go to litigation

+ The cost of the OPA’s Second Counter-Proposal is close
to the worst case if we were to go to litigation |

Privileged and Confidential - Prepared in Contemplation of Litigation PWERM Hﬂnm " _ '




Financial Value of Potential Outcomes
e

Litigation - Intermediate Case —

Litigation - Best Case

TCE Proposal mOGS Sunk
®0OGS Profi
OPA Counter-Proposal | rofits
HER

Government-instructed 2nd

Counter-Proposal Expenditure

U T O O O e o
DR R

M Turbines

Competitive Tender - Worst Case
mLitigation

Competitive Tender - Intermediate
Case ‘

Competitive Tender - Best Case

$0 $200 $400 $600 $800 $1,000

Cost to the Ontario Ratepayer ($millions)

ONTARIO
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Management Assessment |

* Not enough information has been provided and we
cannot provide any assessment on whether it is in the
best interests of the OPA to enter into this arbitration

agreement

" ONTARIO
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Southwest Greater Toronto Area (S'W' GTA)HSuppIy
N

* Need for generation identified in OPA’s proposed
Integrated Power System Plan (IPSP) submitted to OEB
in August 2007

« GTA has experienced robust growth and generation in
the area continues to be significantly less than the GTA
load

« Has resulted in heavy reliance on the Transmission
System and the ability of existing infrastructure to service
this area

» Expected to fall short by 2015 or sooner

° ONTARIO
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- Southwest Greater Toronto Area (SW GTA)SuppIy

» In addition to aggressive conservation efforts the OPA
has identified the need for new electricity generation in
this area

* New electricity generation will:

— Support coal-fired generation replacement by 2014
— Provide system supply adequacy
— Address reliability issues such as local supply and voltage

Suppoﬂ
— Defer Transmission needs in the Western GTA

. ONTARIOf
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OPA Procurement Process - Ministry Direcfive

» Ministry of Energy issued Directive to OPA in August
2008 to:

— Competitively procure

— Combined-cycle, natural gas-fired electricity generatlon
facility

— Rated capacity up to ~850 MW
— In-service date not later than December 31, 2013

— Connected to the 230 kV Transmission System corridor
between the Oakville Transformer Station in Oakville to the
Manby Transformer Station in Etobicoke

— Not to be located at the former Lakeview Generating
Station site in Mississauga

18 ~ ONTARIOf
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OPA Procurement Process - RFQ & RFP

1. Request for Qualifications
— Released October 2008
— 9 Qualification Submissions were received
— Short-list of 4 Qualified Applicants representing 7
proposed projects resulted
2. Request for Proposals
— Released February 2009
— -4 Proposals from 4 Proponents were received

— - Proposals evaluated on Completeness; Mandatory
Requirements; Rated Criteria and Economic Bid

- — . Project with lowest Adjusted Evaluated Cost selected

" " ONTARIO!

POWER AUTHORITY | _J
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Procurement Process - Contract

« SW GTA Contract based on Clean Energy Supply (CES)
Contract

— 20 year term
— Contract-for-Differences based on Deemed Dispatch logic:
-« Generator guaranteed Net Revenue Requirement (NRR)

« Market Revenues < NRR = Payment from OPA

« Market Revenues > NRR = Payment from Generator

« TransCanada Energy Ltd. (“TCE”) was the succeful
proponent in the RFP and was awarded SW GTA CES
Contract on October 2009

20 - ONTARIO/
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Opposition to Gas-Fired Generation

* Procurement process fraught with local opposition
. Town of Oakville passed several by-laws:

Interim control of power generation facilities on certain lands in
the Town of Oakville (2009-065)

Town of Oakville Official Plan Livable Oakville (2009-112)

Health Protection and Air Quality By-law (2010-035)

Amendment to the Official Plan of the Oakville Planning Area
(Power Generation Facilities) (2010-151)

Amend the Comprehensnve Zoning By-law 1984-63 to make
modifications for power generation facilities (2010-152)

Amend the North Oakville Zoning By-law 2009-189 to make
modifications for power generation facilities (2010-153)

2 ONTARIO ?
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Opposition to Gas-Fired Generation

» Town of Oakville rejected TCE's:
— Site plan applicatioh
— Application for minor variances |

« Mississauga Mayor Hazel McCallion publically opposed
project

» Liberal MPP Kevin Flynn publically opposed project

« C4CA (Citizens For Clean Air) is a non-profit Oakville
organization opposed to locating power plants close to

homes and schools. Frank Clegg is the Chairman and
Director and former President of Microsoft Canada

> ONTARIO,
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Government Cancellation

* October 7, 2010 Energy Minister Brad Duguid, along
with Oakville Liberal MPP Kevin Flynn, announced the
Oakville power plant was not moving forward

« OPA provided TCE with letter, dated 7 October 2010,
that stated “The OPA will not proceed with the Contract.
As a result of this, the OPA acknowledges that you are
entitled to your reasonable damages from the OPA,
including the anticipated financial value of the Contract.”

« OPA Contract contains an Exclusion of Consequen'ti-al
Damages clause (including loss of profits)

23 ONTARIO |
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Termination Negotiations
P

~ » Subsequent to the announcement of the cancellation of
the Oakuville GS project the OPA and TCE entered into
negotiation to terminate the contract on mutually
acceptable terms.

* These discussions began in October 2011 and continued
until April 2011.

* All these discussions we on a confidential and without
prejudice basis. |

& ONTARIO
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TCE Initial Concerns

 TCE identified 3 immediate concerns:
1. Canadian Securities Administrators (CSA) disclosure
. requires TCE to report a write down on the project if out-
~of-pocket costs not resolved by year-end (~$37 MM)
2 . Handling of Mitsubishi (MPS Canada, Inc.) gas turbine
- order ($210 MM)
3. Financial value of OGS

« TCE met with Premier’s Office and advised that Ontario
has other generation needs; TCE is a good counterparty;
and asked TCE to be patient and not sue immediately

2 ONTARIO
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Confidentiality Agreement
O
 All OPA and TCE discussions related to the termination

of the contract have occurred on a “without wrejudice”
basis.

« QOct. 8" OPA and TCE entered into Confidentiality
Agreement to ensure certain communications remain
confidential, without prejudice and subject to settlement
privilege.

» This agreement has a term of five years.

2 | ONTARIO
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MOU

« TCE’s Treasury Department needed documentation from-
the OPA stating there was a replacement project to
‘which the OGS’s out-of-pocket costs could be applied to
‘avoid having to write them off at year-end

* MOU,executed December 21, 2010:
— Potential Project site identified for Cambridge

— Potential Project will utilize the gas turbines sourced for
- OGS

— OPA & TCE agree to work together in good falth to
negotiate a Definitive Agreement for the Potential PrOJect -

- — Potential Project to be gas-fired peaking generation plant
- Expired June 30, 2011

27 ONTARIO 7
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Replacement Project

It was determined that the replacement project would be a
gas-fired peaking generation (i.e. simple cycle) plant with a
contract capacity of 400 - 450 MW

TCE owns a site in Cambridge (Eagle St.) but close to
schools and residential areas

TCE identified the Boxwood Industrial Park in Cambrldge as
its preferred site

TCE has had preliminary dlscusswns with the City of
Cambridge and they seem to be a willing host

C4CA has commenced a letter writing campaign against the
replacement project

The 2 Mitsubishi M501GAC gas turbines purchased for

OGS will be repurposed for the replacement probeﬁTARIO
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Replacement Project Negotiations

* Negotiations focused on the following issues:
— Capltal costs of Replacement PrOJect
— Financial value of OGS
— Disposition of Mitsubishi gas turbines

— Proper allocation of project risk, i.e., who bears the
approvals and permitting risk for the Replacement Project.

 The négotiations were premised on the financial value of:
OGS being “built” into the return that TCE would get from
the Replacement Project.

2 ONT, '.",RI.
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OPA Analysis
.|

« OPA undertook a detailed analysis of the Replacement
Project.

« Third party technical and financial consultants were hired
to support this effort.

- The OPA believes that TCE'’s projected capital
expenditure for the Replacement Project is far too high.

« TCE estimated that the CAPEX was on the order of $540
million. Our estimate is $375 million.

30 ONTARIO
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Fundamental Disagreement - Value of OGS |

+ TCE has claimed that the financial value of the OGS
contract is $500 million.

« TCE presented a project pro forma for the OGS bid into
the SWGTA RFP.

 The model shows a NPV of after-tax cash flows of $503
million.

|t also shows a discount rate of 5.25% for discounting
the cash flows — TCE's purported unlevered cost of -
equity. -

31 ONTARIO/
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Residual Value of the OGS
—

« The $503 million NPV is calculated over the thirty year
life of the project, whereas the contract has a 20-year
term. |

 (Cash flows over the term of the contract amount to $262
million. Almost half of the claimed value of OGS comes
from a very speculative residual value.

« TCE maintains that the residual value of the OGS after
the expiry of the term was high because it would get a
replacement contract. We disagree with this assertion.

32 ONTARIO
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TCE Current Position on OGS Financial Value

» In February 2011 TCE revised its initial position on the
residual value of the OGS.

[t stated that the residual cash flows ought to be
discounted at 8%, which would yield a OGS NPV of
$385 million and not the earlier claimed $503 million.

« Our independent expert believed that the NPV of OGS

~ could be on the order of $100 million. Given the
problems in developlng OGS the value is Ilkely much
lower.

' ONTARIO
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Ministry of Energy Directive
-

* OPA has worked closely with Ministry of Energy on the
- drafting of a Directive to authorize negotlatlons with TCE
for the replacement project

* OPA requires a Directive to enter into the Defunltlve
Agreement

» Ministry wants the Directive to be silent on including the
financial value of the OGS Contract into the revenue
requirement for the replacement project

« Directive remains outstanding

. ONTARIO
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Settilement Proposals

« March 10t OPA received TCE'’s Potential Project Pricing
and Terms Proposal

—~ Commercial pa'rameters' for the proposed peaking plant
along with proposed revisions to the peaking contract

« TCE proposing to pass through majority of risk to Ontario
ratepayer

« QOPA retained Financial Consultant to assist with due
diligence of TCE’s Proposal

« March 28" OPA made a counter-proposal to TCE
 April 61" TCE rejected OPA’s counter-proposal

% ONTARIO/
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Aleksandar Kojic

From: Michael Killeavy

Sent: August 2, 2011 12:03 PM

To: Michael Lyle; JoAnne Butler; Brett Baker; Amir Shalaby, Kevm Dick
Subject: RE: BOD 2 Aug 2011 Presentation - REVISED ..

Attachments: TCE Board Presentation 2 Aug 2011 v4.pptx

Here is a further updated presentation — 1 removed “government-instructed” from references to the second counter
proposal. | also added the ”Prl\nleged and Confidential — Prepared In Contemplation of L|t|gat:on” footer to all the
slides.

Michael Killeavy, LL.B., MBA, P.Eng.
Director, Contract Management
Ontaric Power Authority

120 Adelaide Street West, Suite 1600
Toronto, Ontario

M5SH 1T1

416-969-6288

416-520-9788 (CELL)

416-967-1947 (FAX)

From: Michael Lyle

Sent: August 2, 2011 11:53 AM

To: Michael Killeavy; JoAnne Butler; Brett Baker; Amir Shalaby; Kevin Dick
Subject: RE: BOD 2 Aug 2011 Presentation - REVISED ....

Some changes in light of more info on the Lennox side of the deal.

Michael Lyle

General Counsel and Vice President
Legal, Aboriginal & Regulatory Affairs
Ontario Power Authority

120 Adelaide Street West, Suite 1600
Toronto, Ontario, MSH 1T1

Direct: 416-969-6035

Fax: 416.969.6383

Email: michael lyle@powerauthority.on.ca

This e-mail message and any files transmitted with it are intended only for the named recipient(s) above and may contain information that is privileged, confidential
and/or exempt from disclosure under applicable law. If you are not the intended recipient(s), any dissemination, distribution or copying of this e-mail message or
any files transmitted with it is strictly prohibited. If you have received this message in error, or are not the named recipient(s), please notify the sender immediately

and delete this e-mail message

From: Michael Killeavy

Sent: August 2, 2011 11:38 AM

To: Michaei Lyle; JoAnne Butler; Brett Baker; Amir Shalaby; Kevin Dick
‘Subject: BOD 2 Aug 2011 Presentation - REVISED ....

Importance: High




Attached please find the revised BOD presentation. | can insert Kevin’s and Amir’s slides into the appendix when they
are ready.

Michael Killeavy, LL.B., MBA, P.Eng.
Director, Contract Management
Ontario Power Authority

120 Adelaide Street West, Suite 1600
Toronto, Ontario

M5H 1T1

416-969-6288

416-520-9788 (CELL)

416-967-1947 (FAX)



Arbitration Agreement with TCE

Presentation to Board of Directors
Prepared in Contemplation of
Litigation: Solicitor/Client Privilege

August 2, 2010



Background:

« TCE served Crown with notice of proceedings against
the Crown in late April and clock started to tick on 60 day
period before TCE could commence litigation against
Government

« Subsequently, TCE advised OPA counsel that they had

three core demands in order to agree 1o arbitration

» Scope of arbitration limited only to appropriate quantum of
damages

» Crown and OPA both parties to the arbitration

» No impact on ability of TCE to participate in future OPA
procurement processes

» Of these three, the limitation on sCope of arbitration is by
far the most important from TCE’s perspective

2 ONTARIO

Privileged and Confidential - Prepared in Contemplation of Litigation POWER AUTHORITY {_J/



-Background:

~« OPA briefed Government on these issues and attempted
to develop a common approach with Government on
negotiating an arbitration agreement with TCE

* Issue was elevated in Government and Infrastructure
Ontario (*lO”) was asked to take a lead role in |
negotiations

. IO was able to get TCE to agree to hold off on
commencing Iltlgatlon while discussions were pursued

3 ONTARIO 7
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Proposed Deal - Key Elements
|

» Commercial Deal between OPG and TCE where TCE
leases L.ennox facility and constructs new combined
cycle gas plant on Lennox site under PPA with OEFC
(the issues related to a gas plant at Lennox are
discussed in the Appendix)

* Provision also made for subsequent negotiations on
potential joint venture between TCE and OPG on
conversion of Nanticoke to gas

« |If commercial deal not finalized by September 1, then
matters determined by way of binding arbitration in
accordance with the arbitration agreement

« OPAisa party to proposed arbitration agreement

4 ON'I'ARIO
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Arbitration Agreement - Key Elements

« TCE, Crown and OPA are parties in arbitration

« Subject of arbitration agreement is focused on quantum
of damages

« OPA and Crown waive defences with respect to:

» Exclusion of liability clauses in contract

» Any possibility that plant would have been unable to be built
because it did not receive all necessary approvals

» TCE releases OPA and Crown from any further claims

» Process for arbitration award to be paid through tran"sfer-
of an interest in an asset owned by the Crown oran
agency of the Crown

«+ No reference to other OPA procurement processes

: ONTAI IO’
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Arbitration Agreement - OPA Key Concerns

« What is value proposition for ratepayers? — how strohg
are arguments that OPA could have made in litigation
but are precluded from making in arbitration?

* Who should pay arbifration award? — ratepayers or
taxpayers?

* The turbines — are there opportunities to obtain
ratepayer value by providing for assignment of turbines
to successful bidder?

5 | ONTARIO
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Arbitratibn Agreement - OPA Key Concerns

. Characterization of October 7 letter — stated that OPA
~ terminated Oakville contract in this letter

. '-_*"'."Scope of arbitration process — limits on arbitration
‘process raises concern about ability to obtain information
- from TCE

. - No acknowledgement may be made of the fact that
- matter has gone to arbitration

7 ONTARIO ?
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NRR covers capilal costs, financing working capita, returns, fixed monghly payment over fife of

o N - . 3

: [ - & $16,900/MW-month $12,500/MW-month $14,922iMW-month Unknawn confract. Energy paid on a deemed dispatch basis, this plant will operate less than 10% of the time.
il i

! i - el : Unknown Assumad 7.5% Cosl of Equity, | TCE claimed "unleveraged” Unknawn TCE can financelleverage how fhay want to increase NPV of preject. We have assumed in second
Hir . s ! all equity praject. discount rate of 5.25% praposal what we believe that they would use.
K [ T , 20 Years + 20 Years + We baljeve that TCE obtains all their value in the first 20 years. 10 Year Gption is a "nice (o have”
K ! i ) Option for 10-Year 25 Years 25 Years Option for 10-Year sweetener, Precedent for 25-year coniract. — Portlands Energy Centre has opticn for additionat five
" I L . C ! Extension Extension years on the 20-year term.
! ] e LTEP indicates nesd for paaking generation in KWGCG; need at least 450 MW of summer paaking
H | FirFmicy 450 MW 500 MW 481 450 M capactly, Averaga of 500 MW provides additional syster flexibility and reduces NRR on per MW bazls
i | i R
! ! [ E T .
ul . Lurnp Sum Payment of ~ | Amortize over 25 years—no § Amortize over 25 years — no R . ’ y
li | ¥ 15 $37mm returns returns Unknown $37MM to be audited by Ministry of Finance for subftanlialian and reasenableness
i '
N I . N N i
, H - . . . . - Precedent - Partlands Energy Centre, Halton Hills, and NYR Peaking Plant. Paid on a cost recovery
‘i i ' Payment in addition fo the Payment in addilion to the Payment In addition 1o the NRR Unknown basis, i.e. no epportunity lo charge an additional risk premium on top of active costs. TCE estimate is
: 'y NRR NRR

: ; $100MM £ 20%,

i ) T * s

: N ! P Qur CAPEX based on independent review by our Technica! Expert and published information en other

4 - : $540mm $400mm $475 mm Unlj_g?::gnlzl.g &Z'ﬂg;’;r:nihe similar generation facilities, We have increased it by $75MM; howevar, cannot really substantiate
{t ' . . why. Therefore, we are still propasing a target cost on CAPEX where increases/decreases are
; differanca that it is $540 mm shared.
{ i N L . . .
- Litta Visibiﬁu_r Reasonable Reasonable Unknawn TCE has given us limited insights into their operating expenses. We have used advica from our

tachnical consultant on reasonable OPEX eslimates.

Wewould approach
Govarmnment to pravide
Planning Act approvals

exemption.

Assistance/Pretection from
mitigating Planning Act
! approvals risk

No government assislance with
permitting and approvals
combined with a good faith
obligation to negoliale OGS
compensation and sunk costs if
the K-W Peaking Plant doasn't
pracesd because of permitting
issuas.

TCE is willing 1o acoept
permifting risk provided that it
has a right to () lerminate the
Replacement Contract and (b}
receive a lump sum paymant

for (i} sunk costs and ()

financial value of the OGS
sontract. This would apply to
any and all parmits, not just
those issued under the

Pilanning Act,

In the secend eounter-praposal the parmitting risk |s entirely transferred to TCE; however, the promise
of finding compensation of OGS lost profits would continues until another option is found.
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Potential Outcomes

* The foIIOwing graphic sets out several cases for
litigation/arbitration and settlement

+ TCE’s proposal to build the Replacement Project costs
the ratepayer more than our potentially worst case
- scenario if we were to go to litigation

« The coa~‘,t"01c the OPA’s Second Counter-Proposal is close
to the worst case if we were to go to litigation

’ ONTARIO
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Financial Value of Potential Outcomes

Litigation - Intermediate Case

Litigation - Best Case

TCE Proposal OGS Sunk
mOGS Profits
OPA Counter-Proposal
. .
Government-instructed 2nd g:g:sclli ture
Counter-Proposal
ETurbines
Competitive Tender - Worst Case
mLitigation

Competitive Tender - Intermediate
Case !

Competitive Tender - Best Case

$0 $200 $400 $600 $800 $1,000

Cost to the Ontario Ratepayer ($millions)

- ONTARIO
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Management Assessment

« Not enough information has been provided and we
cannot provide any assessment on whether it is in the
best interests of the OPA to enter into this arbitration
agreement

g " ONTARIO?
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Southwest Greater Toronto Area (SW GTA) Supply
Y

* Need for generation identified in OPA’s proposed
Integrated Power System Plan (IPSP) submitted to OEB

in August 2007

» GTA has experienced robust growth and generation in
the area continues to be significantly less than the GTA
load

« Has resulted in heavy reliance on the Transmission
System and the abllity of existing infrastructure to service
thisarea

« Expected to fall short by 2015 or sooner

16 ONTARIO 7”
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Southwest Greater Toronto Area (SW GTA)SuppIy

- In addition to aggressive conservation efforts the OPA
has identified the need for new electricity generation in
this area

* New electricity generation will: .

— Support coal-fired generation replacement by 2014

— Provide system supply adequacy

— Address reliability issues such as local supply and voltage
support -

— Defer Transmission needs in the Western GTA

" ONTARIOf,
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OPA Procurement Process - Ministry'Directive
—
« Ministry of Energy issued Directive to OPA in August
2008 to:

— Competitively procure

— Combined-cycle, natural gas-fired electr|0|ty generation
facility

— Rated capacity up to ~850 MW
— In-service date not later than December 31, 2013

— Connected to the 230 kV Transmission System corridor
between the Oakville Transformer Station in Oakuville to the
Manby Transformer Station in Etobicoke

— Not to be located at the former Lakeview Generating
- Station site in Mississauga

1 ONTARIO ”
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OPA Procurement Process —- RFQ & RFP

1. Request for Qualifications
= Released October 2008
— 9 Qualification Submissions were received

— Short-list of 4 Qualified Applicants representing 7
proposed projects resulted

2. Request for Proposals
— Released February 2009
— 4 Proposals from 4 Proponents were received

— . Proposals evaluated on Completeness; Mandatory
Requirements; Rated Criteria and Economic Bid

- — - Project with lowest Adjusted Evaluated Cost selected

1o ONTARIO
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Procurement Process - Contract
1

* SW GTA Contract based on Clean Energy Supply (CES)
Contract
— 20 year term

— Contract-for-Differences based on Deemed Dispatch logic:
» Generator guaranteed Net Revenue Requirement (NRR)
» Market Revenues < NRR = Payment from OPA
» Market Revenues > NRR = Payment from Generator

« TransCanada Energy Ltd. ("TCE”") was the succeful
proponent in the RFP and was awarded SW GTA CES
Contract on October 2009

20 ONTARIO
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Opposition to Gas-Fired Generation

. Procurement process fraught with local opposition
- Town of Oakville passed several by-laws:

Interim control of power generation facilities on certain Iands in
the Town of Oakville (2009-065)

Town of Oakville Official Plan Livable Oakville (2009-112)

Health Protection and Air Quality By-law (2010-035)

Amendment to the Official Plan of the Oakville Planning Area
(Power Generation Facilities) (2010-151)

Amend the Comprehensive Zoning By-law 1984-63 to make
modifications for power generation facilities (2010-152)

Amend the North Oakville Zoning By-law 2009-189 to make
modifications for power generation facilities (2010-153)

i ONTARIO 7
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Opposition to Gas-Fired Generation
.~

Town of Oakville rejected TCE’s:

— Site plan application

— Application for minor variances

« Mississauga Mayor Hazel McCallion publically opposed
project

« Liberal MPP Kevin Flynn publically opposed project

« C4CA (Citizens For Clean Air) is a non-profit Oakville

organization opposed to locating power plants close to

homes and schools. Frank Clegg is the Chairman and
Director and former President of Microsoft Canada

22 ONTARIO ?

Privileged and Confidential - Prepared in Contemplation of Litigation POWER AUTHORITY 2



' Government Cancellation

+ October 7, 2010 Energy Minister Brad Duguid, along
with Oakville Liberal MPP Kevin Flynn, announced the
Oakville power plant was not moving forward

* OPA provided TCE with letter, dated 7 October 2010,
that stated “The OPA will not proceed with the Conftract.
As a result of this, the OPA acknowledges that you are
entitled to your reasonable damages from the OPA,
including the anticipated financial value of the Contract.”

* OPA Contract contains an Exclusion of Consequential
Damages clause (including loss of profits)

2 ONTARIO
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Termination Negotiations

« Subsequent to the announcement of the cancellation of
the Oakville GS project the OPA and TCE entered into
negotiation to terminate the contract on mutually
acceptable terms.

« These discussions began in October 2011 and continued
until April 2011.

« All these discussions we on a confidential and without
prejudice basis. |

2 ONTARIO
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- TCE Initial Concerns

« TCE identified 3 immediate concerns:

1. Canadian Securities Administrators (CSA) disclosure
~requires TCE to report a write down on the project if out-
- of-pocket costs not resolved by year-end (~$37 MM)

2. i'.Handling of Mitsubishi (MPS Canada, Inc.) gas turbine
order ($210 MM)

‘3. Financial value of OGS
. TCE met with Premier’s Office and advised that Ontario

has other generation needs; TCE is a good counterparty,
and asked TCE to be patient and not sue immediately

* ONT/ ;RIO
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- Confidentiality Agreement
e
 All OPA and TCE discussions related to the termination

of the contract have occurred on a “without wrejudice”
basis. |

« QOct. 8t OPA and TCE entered into Confidentiality
Agreement to ensure certain communications remain
confidential, without prejudice and subject to settlement
privilege.

+ This agreement has a term of five years.

2 ONTARIO/
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MOU

— Explred June 30, 2011

"TCE'’s Treasury Department needed documentation from

the OPA stating there was a replacement project to
which the OGS’s out-of-pocket costs could be applied to
avoid having to write them off at year-end

'MOU executed December 21, 2010:

— Potential Project site identified for Cambridge

— Potential Project will utilize the gas turbines sourced for
- 0GS

— OPA & TCE agree to work together in good faith to
‘negotiate a Definitive Agreement for the Potential Project

— Potential Project to be gas-fired peaking generation plant |
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Replacement Project

-

It was determined that the replacement project would be a
gas-fired peaking -generation (i.e. simple cycle) plant with a
contract capacity of 400 - 450 MW

TCE owns a site in Cambridge (Eagle St.) but close to
schools and residential areas

TCE identified the Boxwood Industrial Park in Cambridge as
its preferred site

TCE has had preliminary discussions with the City of
Cambridge and they seem to be a willing host

C4CA has commenced a letter writing campaign against the
repltacement project

- The 2 Mitsubishi M501GAC gas turbines purchased for

OGS will be repurposed for the replacement probeﬁTAmo
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Replacement Project Negotiations

. =y . . -

+ Negotiations focused on the following issues:
— Capital costs of Replacement Project
— Financial value of OGS
— Disposition of Mitsubishi gas turbines

— Proper allocation of project risk, i.e., who bears the
approvals and permitting risk for the Replacement Project.

« The negotiations were premised on the financial value of
OGS being “built” into the return that TCE would get from
the Replacement Project.

29 ONTARIO 7
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OPA Analysis
-

« OPA undertook a detailed analysis of the Replacement
Project. |

» Third party technical and financial consultants were hired
to support this effort.

» The OPA believes that TCE’s projected capital
expenditure for the Replacement Project is far too high.

« TCE estimated that the CAPEX was on the order of $540
million. Our estimate is $375 million.

%0 ONTARIO
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Fundamental Disagreement - Value of OGS
. TCE has claimed that the financial value of the OGS
contract is $500 million.

« TCE presented a project pro forma for the OGS bid into
the SWGTA RFP.

+ The model shows a NPV of after-tax cash flows of $503
million. -

. It also shows a discount rate of 5.25% for discounting

~the cash flows — TCE’s purported unlevered costof -~

equity. | L
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Residual Value of the OGS
S

« The $503 million NPV is calculated over the thirty year
life of the project, whereas the contract has a 20-year
term. |

« Cash flows over the term of the contract amount to $262
million. Almost half of the claimed value of OGS comes
from a very speculative residual value.

 TCE maintains that the_residual value of the OGS after
the expiry of the term was high because it would get a
replacement contract. We disagree with this assertion.

fsz ' ONTARIO /
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TCE Current Position on OGS Financial Value

* In February 2011 TCE revised its initial position on the
residual value of the OGS.

- It stated that the residual cash flows ought to be
discounted at 8%, which would yield a OGS NPV of
$385 million and not the earlier claimed $503 million.

« Qur independent expert believed that the NPV of OGS
could be on the order of $100 million. Given the
problems in developing OGS the value is likely much

~ lower. R

a ONTARIO?
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Ministry of Energy Directive
L e

+ OPA has worked closely with Ministry of Energy on the
drafting of a Directive to authorize negotiations with TCE
for the replacement project

» OPA requires a Directive to enter into the Definitive
Agreement

* Ministry wants the Directive to be silent on including the
financial value of the OGS Contract into the revenue
requirement for the replacement project

* Directive remains outstanding

o4 ONTARIO
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Settiement Proposals

« March 10" OPA received TCE’s Potential Project Pricing
and Terms Proposal

— Commercial parameters for the proposed peakmg plant
along with proposed revisions to the peaking contract

« TCE proposing to pass through majority of risk to Ontario
ratepayer

 OPA retained Financial Consultant to assist with due
~ diligence of TCE’s Proposal

* March 28t OPA made a counter-proposal to TCE
« April 61" TCE rejected OPA’s counter-proposal

> ONTi _‘_'_-Rl.
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Aleksandar Kojic

From: Michael Killeavy

Sent: August 2,201 1:27 PM : i
To: Michael Lyle; JoAnne Butler; Brett Baker; Amir Shalaby, Kevin D[ck
Subject: RE: BOD 2 Aug 2011 Presentation - REVISED ..

Attachments: TCE Board Presentation 2 Aug 2011 v5.pptx

Attached is the presentation for today’s review meeting at 1:30pm.

Michael Killeavy, LL.B., MBA, P.Eng.
Director, Contract Management
Ontario Power Authority

120 Adelaide Street West, Suite 1600
Toronto, Ontario

MS5H iT1

416-969-6288

416-520-9788 (CELL)

416-967-1947 (FAX)

From: Michael Lyle

Sent: August 2, 2011 11:53 AM

To: Michael Kilieavy; JoAnne Butler; Brett Baker; Amir Shalaby; Kevin Dick
Subject: RE: BOP 2 Aug 2011 Presentation - REVISED ....

Some changes in light of more info on the Lennox side of the deal.

Michael Lyle

General Counsel and Vice President
Legal, Aboriginal & Regulatory Affairs
Ontario Power Authority

120 Adelaide Street West, Suite 1600
Toronto, Ontario, M5H 1T1

Direct: 416-969-6035

Fax: 416.869.6383

Email: michael.lyle@powerauthority.on.ca

This e-mail message and any files transmitted with it are intended only for the named recipient(s) above and may contain information that is privileged, confidentiai
and/or exempt from disclosure under applicable law. If you are not the infenided recipient(s), any dissemination, distribution or copying of this e-mail message or
any files transmitted with it is strictly prohibited. If you have received this message in error, or are not the named recipient(s), please notify the sender immediately
and delete this e-mail message

From: Michael Killeavy

Sent: August 2, 2011 1138 AM

To: Michael Lyle; JoAnne Butler; Brett Baker; Amir Shalaby; Kevin Dick

Subject: BOD 2 Aug 2011 Presentation - REVISED ...:

Importance: High .

Attached please find the revised BOD presentation. | can insert Kevin’s and Amir’s slides into the appendix when they
are ready.



Michael Killeavy, LL.B., MBA, P.Eng.
Director, Contract Management
Ontario Power Authority

120 Adelaide Street West, Suite 1600
Toronto, Ontario

M5H 1T1

416-969-6288

416-520-9788 (CELL)

416-967-1947 (FAX)
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Background:
-

« TCE served Crown with notice of proceedings against
the Crown in late April and clock started to tick on 60 day
period before TCE could commence litigation against
Government

« Subsequently, TCE advised OPA counsel that they had

three core demands in order to agree to arbitration

» Scope of arbitration limited only to appropriate quantum of
damages

» Crown and OPA both parties to the arbitration

» No impact on ability of TCE to participate in future OPA
procurement processes

« Of these three, the limitation on scope of arbitration is by
far the most important from TCE’s perspective

2 ONTARIO
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Background:

. OPA briefed Government on these issues and attémpted |
to develop a common approach with Governmenton
negotiating an arbitration agreement with TCE

* Issue was elevated in Government and Infrastructure
Ontario (“IO”) was asked to take a lead role in
negotiations

+ 10 was able to get TCE to agree to hold off on
commencing litigation while discussions were pursued

: " oNTARIO?
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Proposed Deal - Key Elements

« Commercial Deal between OPG and TCE where TCE
leases Lennox facility and constructs new combined
cycle gas plant on Lennox site under PPA with OEFC
(the issues related to a gas plant at Lennox are
discussed in the Appendix)

* Provision also made for subsequent negotiations on
potential joint venture between TCE and OPG on
conversion of Nanticoke to gas

 If commercial deal not finalized by September 1, then
matters determined by way of binding arbitration in
accordance with the arbitration agreement

 OPA s a party to proposed arbitration agreement ,
4 ONTARIO
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Arbitration Agreement — Key Elements

« TCE, Crown and OPA are parties in arbitration

* Subject of arbitration agreement is focused on quantum
of damages

 OPA and Crown waive defences with respect to:

» Exclusion of liability ciauses in contract

» Any possibility that plant would have been unable to be built
because it did not receive all necessary approvals

» TCE releases OPA and Crown from any further claims

. Process for arbitration award to be paid through tran's_fer
of an interest in an asset owned by the Crown oran
agency of the Crown

- .No reference to other OPA procurement processes

: ONTARIO 7
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Arbitration Agreement — OPA Key Concerns
.

« What is value proposition for ratepayers? — how strong
are arguments that OPA could have made in litigation
but are precluded from making in arbitration?

» Who should pay arbitration award? — ratepayers or
taxpayers?

* The turbines — are there opportunities to obtain
ratepayer value by providing for assignment of turbines
to successful bidder?

6 ONTARIO
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Arbitration Agreement - OPA Key Concerns

« Characterization of October 7 letter — stated that OPA
- terminated Oakville contract in this letter

. SCope of arbitration process — limits on arbitration
- process raises concern about ability to obtain mformatlon
from TCE

. No acknowledgement may be made of the fact that
matter has gone to arbitration

7 ONTARI.
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NRR covers capital costs, financing working capital, returns, fixed monthly payment over life of

$16,900/MW-monlh $12.500/M-month $14,9220W-manth Unknown contract, Energy paid on a deemed dispatch basls, this plant will operale less than 10% of the {ime,
Unknown Assumed 7.5% Cost of Equity, | TCE claimed *unleveraged* Unkiown TCE can finance/leverage how they want to increase NPV of project. We have assumed In second
all equily project. discount rate of 5,25% propesal what we belleve that they would use.
20 Years + 20 Years + 'We bslleve that TCE obtains all thelr value in the first 20 years. 10 Year Option is a *nice to have”
Ogtion for 10-Year 25 Years 25 Years Qptlon fer 10-Year {sweatener, Precedent for 25-year contract. — Porflands Energy Centre has option for additional five
Extensicn Extension years oa the 20-year lerm.
LTEP indicates need for peaking generation in KWCG; nead at least 450 MW of summer peaking
450 MW 500 W 481 MW 450 Mw capacity, Average of 500 MW providas additional system flaxibilily and reduces NRR on per MW basis
Lump Sum Payment of Amortize over 25 years —ne | Amorize over 25 yeers —no . .. -
’ $37mm retums relums Unknown $37MM to be audited by Ministry of Finance for substantiation and reasonablenass
. - - Precedent — Portlands Energy Centre, Halton Hills, and NYR Peaking Plant. Paid on a cost recovery
Paymant in addition to the Payment in additian ta the Payment in addition to the NRR Unknown basls, i.e. no cpportunity to charge an additional risk premium on top of active costs. TCE estimate is
NRR NRR
$100MM = 20%.
Our CAPEX, based on independent review by our Technical Expert and published information on other
Uninawn but we Infer from the similar generation facilittes. We have increased it by $75MM; however, canncf really substantiate
$540mm $400mm $475 mm reference to a ~365 mm why. Therefore, wa are still proposi target cost on CAPEX where increasesidecreases are
difference that it is $540 mm shgl:ed teratore, e Proposing a arg s
. S TCE has given us limited insfgjhls into their operating expenses. We have used advice from our
Littte Visibility Reasonable Reasonable Unknown ftechpical cansultant on reasonable OPEX estimates,
TCE is willing to accept
No government assistance with r?:::'},lilnr?‘ rt':l(( gg:g\?:;:;a:r:;
permilling and approvals Replacegmem Confract and (b)
Assistance/Protection from Wewould approach combined with a goad faith receive a lump sum paymant
i " Government to provide obligation to negoliate OGS N paym In the second counter-proposal the permilting risk is entirely transfesred to TCE; however, the promise
mitigating Planning Act Planning Ac I i d sunk it for (i) sunk costs and (i) f find jon of OGS | fi 1d cont il anoth tiom is found
approvals fisk annleni tt::«ipprova s cut::ﬂe\r'lf:t Drll ig P?:::t dr;c;sts ‘{ financial vaius of the 0Gg | nding compensation ost profits would continues until another option is feund.
mptien, -W Peaki 5N
- e contract. This would apply to
proceed beci:::us ::f permitiing any and all permits, not just

those issued under the

Planning Act.
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Potential Outcomes

« The following graphic sets out several cases for
litigation/arbitration and settlement

- TCE’s prd‘poSaI to build the Replacement Project costs
the ratepayer more than our potentially worst case
scenario if we were to go to litigation

» The cost of the OPA’s Second Counter-Proposal is close

to the worst case if we were to go to litigation

° | ONTARIO ?
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Financial Value of Potential Outcomes

Litigation - Worst Case

Litigation - Intermediate Case

Litigation - Best Case

TCE Proposal BOGS Sunk
OPA Counter-Proposal | w OGS Profits
m Capital

Government-instructed 2nd E diture
Counter-Proposal Xpendi

mTurbines
Competitive Tender - Worst Case
mLitigation

Competitive Tender - Intermediate
Case

Competitive Tender - Best Case

$0 $200 $400 $600 $800 $1,000

Cost to the Ontario Ratepayer ($millions)

ONTARIO
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Management Assessment
St R B R R Rt

* Not enough information has been provided and we
cannot provide any assessment on whether it is in the
best interests of the OPA to enter into this arbitration
agreement

1 ONTARIO ”
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System Planning Considerations

. Continued operation of the current Lennox station at
current contracted terms is valuable to the system and
as such is part of the LTEP and IPSP.

* The Transmission system can accommodate adding
capacity on the Lennox site . Fuller assessment to be
developed once details are better known.

* The System will need capacity that has operating
flexibility: Low minimum loading, high ramp rates, and
frequent cycling capability. Any new addition should.be
specified accordingly.

13 ONTARIO
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System Planning considerations-continued

* |tis too early to commit to adding large capacity at this
time. LTEP/IPSP recommended waiting to at least 2012
to reassess needs. Weak demand could make additions
surplus for some time |

* ltis higher value to the system to add capacity in'
Cambridge. The alternative is 20 Km of 230 KV
transmission from either Guelph or Kitchener

» Adding new capacity will delay and reduce the need for
conversion of Nanticoke/ Lambton to natural gas.

* On Conversion of coal to gas : the only firm requirement
at this time is for Thunder bay to be converted.

1 ONTARIO
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Current Status of Lennox Contract and

Negotiations | |
|
* Directive for OPA to enter into negotiations with OPG was issued on January 6, 2010

e Current Contract
—  OPA essentially converted IESO RMR contract to OPA Contract for Lennox -

— Lennox provides a cost to Ontario electricity customers with a reasonable balancing of risk
and reward including incentives for optimizing the fac1I|ty operation

— Contract was effective on the expiry of the most recent [ESO RMR contract {October 1
2009) and expired on December 31, 2010

— OPA renewed the contract with minor modifications in January 2011 (effective until
December 31, 2011)

e OPG would like a longer term contract (3 to 10 years) with OPA that prov1des for
capltal projects including a CHP facility '

e Based on the relatively low cost of extremely flexible capacity associated WIth Lennox
the OPA has been working with OPG to re-negotiate a new longer term agreement for
Lennox and would be willing to provide compensation for capital projects but is
doubtful about the CHP facility

* The re-negotiated contract is envisaged to be complete by November of 2011 -

15
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Southwest Greater Toronto Area (SW GTA) Supply

* Need for generation identified in OPA’s proposed |
Integrated Power System Plan (IPSP) submitted to OEB
In August 2007

 GTA has experienced robust growth and generation in
the area continues to be significantly less than the GTA
load

« Has resulted in heavy reliance on the Transmission
System and the ability of existing infrastructure to service
this area |

« Expected to fall short by 2015 or sooner

b - ONTARIO
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Southwest Greater Toronto Area (SW GTA)SuppIy
. ] . ) |

« |n addition to aggressive conservation efforts the OPA
has identified the need for new electricity generation in
this area

* New eIeCtricity generation will:

— Support coal-fired generation replacement by 2014
— Provide system supply adequacy

— Address reliability issues such as local supply and voltage
- support

— Defer Transmission needs in the Western GTA

ONTARIO
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OPA Procurement Process - Ministry Directive

» Ministry of Energy issued Directive to OPA in August
2008 to:

— Competitively procure

— Combined-cycle, natural gas-fired electricity generatlon
facility

— Rated capacity up to ~850 MW
— In-service date not later than December 31, 2013

— Connected to the 230 kV Transmission System corridor
between the Oakville Transformer Station in Oakvulle to the
Manby Transformer Station in Etobicoke

— Not to be located at the former Lakeview Generating
- Station site in Mississauga

6 ONTARIO
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OPA Procurement Process - RFQ & RFP
-

1. Request for Qualifications
— Released October 2008
— 9 Qualification Submissions were received

— Short-list of 4 Qualified Applicants representing 7
- proposed projects resulted

2. Request for Proposals
— Released February 2009
— 4 Proposals from 4 Proponents were received

— Proposals evaluated on Completeness; Mandatory
Requirements; Rated Criteria and Economic Bid

— Project with lowest Adjusted Evaluated Cost selected .

19 | ONTARIO
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Procurement Process - Contract

« SW GTA Contract based on Clean Energy Supply (CES)
Contract

— 20 year term

— Contract-for-Differences based on Deemed Dispatch logic:
 Generator guaranteed Net Revenue Requirement (NRR)
» Market Revenues < NRR = Payment from OPA
« Market Revenues > NRR = Payment from Generator

~«» TransCanada Energy Ltd. (“TCE”) was the succeful
proponent in the RFP and was awarded SW GTA CES
Contract on October 2009 -

20 ONTARIO
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Opposition to Gas-Fired Generation

» Procurement process fraught with local opposition

+ Town of Oakville passed several by-laws:

— Interim control of power generation facilities on certain lands in
the Town of Oakville (2009-065)

— Town of Oakville Official Plan Livable Oakville (2009-112)
— Health Protection and Air Quality By-law (2010-035)

— Amendment to the Official Plan of the Oakville Planning Area
(Power Generation Facilities) (2010-151)

— Amend the Comprehensive Zoning By-law 1984-63 to make
modifications for power generation facilities (2010-152)

— Amend the North Oakville Zoning By-law 2009-189 to make
modifications for power generation facilities (2010-153)

2 ONTARIO
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Opposition to Gas-Fired Generation
]

« Town of Oakville rejected TCE’s:
— Site plan application
— Application for minor variances

« Mississauga Mayor Hazel McCallion publically opposed
project

-+ Liberal MPP Kevin Flynn publically opposed project

« C4CA (Citizens For Clean Air) is a non-profit Oakville
organization opposed to locating power plants close to

homes and schools. Frank Clegg is the Chairman and
Director and former President of Microsoft Canada

2 ONTARIO /
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Government Cancellation

» October 7, 2010 Energy Minister Brad Duguid, along
with Oakville Liberal MPP Kevin Flynn, announced the
Oakville power plant was not moving forward

« OPA provided TCE with letter, dated 7 October 2010,
that stated “The OPA will not proceed with the Conftract.
As a result of this, the OPA acknowledges that you are
entitled to your reasonable damages from the OPA,
including the anticipated financial value of the Contract.”

* OPA Contract contains an Exclusion of Consequential
Damages clause (including loss of profits)
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Termination Negbtiations
-

» Subseqguent to the announcement of the cancellation of
the Oakville GS project the OPA and TCE entered into
negotiation to terminate the contract on mutually
acceptable terms.

» These discussions began in October 2011 and continued
until April 2011.

« All these discussions we on a confidential and without
prejudice basis.

ONTARIO
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TCE Initial Concerns

 TCE idgntified 3 immediate concerns:

1. Capadian Securities Administrators (CSA) disclosure
- requires TCE to report a write down on the project if out-
- of-pocket costs not resolved by year-end (~$37 MM) |

2. Handling of Mitsubishi (MPS Canada, Inc.) gas turbine
- order ($210 MM)

3. Financial value of OGS
» TCE met with Premier’s Office and advised that Ontario

has other generation needs; TCE is a good counterparty;
and asked TCE to be patient and not sue immediately

# ONTARIO /7,
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Confidentiality Agreement |
1
 All OPA and TCE discussions related to the termination

of the contract have occurred on a “without wrejudice”
basis.

« QOct. 8t OPA and TCE entered into Confidentiality
Agreement to ensure certain communications remain
confidential, without prejudice and subject to settlement
privilege.

» This agreement has a term of five years.

2 ONTARIO 7
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MOU

* TCE’s Treasury 'Department needed documentation from

‘the OPA stating there was a replacement project to
which the OGS’ s out-of-pocket costs could be applied to
avold having to write them off at year-end

- MOU executed December 21, 2010:
- — Potential Project site identified for Cambridge
- — Potential Project will utilize the gas turbines sourced for

- 0GS

- OPA & TCE agree to work together in good faith to

~ negotiate a Definitive Agreement for the Potential PrOJéct

| | — Potential Project to be gas-fired peaking generation plant
— Expired June 30, 2011

27 - QN ','ileo
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Replacement Project

It was determined that the replacement project would be a
gas-fired peaking generation (i.e. simple cycle) plant with a
contract capacity of 400 - 450 MW

TCE owns a site in Cambridge (Eagle St.) but close to
schools and residential areas

TCE identified the Boxwood Industrial Park in Cambridge as
its preferred site

TCE has had preliminary discussions with the City of
Cambridge and they seem to be a willing host

C4CA has commenced a letter writing campaign against the
replacement project

The 2 Mitsubishi M501GAC gas turbines purchased for
OGS will be repurposed for ;tshe replacement progct

NTARIO
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Replacement Project Negotiations
| AR T L, '
« Negotiations focused on the following issues:
— Capital costs of Replacement Project
— Financial value of OGS

— Disposition of Mitsubishi gas turbines

— Proper allocation of project risk, i.e., who bears the
approvals and permitting risk for the Replacement Project.

« The negotiations were premised on the financial value of
OGS being "built” into the return that TCE would get from |
the Replacement Project.

29 ONTARIO
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OPA Analysis
O

* OPA undertook a detailed analysis of the RepIaCement
Project. |

« Third party technical and financial consultants were hired
to support this effort.

« The OPA believes that TCE’s projected capital
expenditure for the Replacement Project is far too high.

. TCE estimated that the CAPEX was on the order of $540
million. Our estimate is $375 million.

o ONTARIO
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Fundamental Disagreement - Value of OGS

« TCE has claimed that the financial value of the OGS
contract is $500 million.

« TCE presented a project pro forma for the OGS bid Info
the SWGTA RFP.

 The model shows a NPV of after-tax cash flows of $503
million. |

* |t also shows a discount rate of 5.25% for discounting
the cash flows — TCE's purported unlevered cost of
equity. .

31 ONTARIO
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Residual Value of the OGS
| |

« The $503 million NPV is calculated over the thirty year
life of the project, whereas the contract has a 20-year
term.

« Cash flows over the term of the contract amount to $262
million. Almost half of the claimed value of OGS comes
from a very speculative residual value.

« TCE maintains that the residual value of the OGS after
the expiry of the term was high because it would get a
replacement contract. We disagree with this assertion.

2 | ONTARIO
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TCE Current Position on OGS Financial Value

* |n February 2011 TCE revised its initial position on the
residual value of the OGS.

|t stated that the residual cash flows ought to be
discounted at 8%, which would yield a OGS NPV of
$385 million and not the earlier claimed $503 million.

« Our independent expert believed that the NPV of OGS
could be on the order of $100 million. Given the
problems in developing OGS the value is likely much
lower.

3 ONTARIO 7
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Ministry of Energy Directive

« OPA has worked closely with Ministry of Energy on the
drafting of a Directive to authorize negotiations with TCE
for the replacement project

« OPA requires a Directive to enter into the Definitive
Agreement

« Ministry wants the Directive to be silent on including the
financial value of the OGS Contract into the revenue
requirement for the replacement project

« Directive remains outstanding

y " ONTARIO
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Settilement Proposals

« March 10t OPA received TCE’s Potential Project Pricing
and Terms Proposal

— Commercial parameters for the proposed peaking plant
along with proposed revisions to the peaking contract

« TCE proposing to pass through majority of risk to Ontario
ratepayer

« OPA retained Financial Consultant to assist with due
diligence of TCE’s Proposal

« March 28" OPA made a counter-proposal to TCE
« April 6% TCE rejected OPA’s counter-proposal

0 ONTARIO
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' Aleksandar Kojic

From: Michael Killeavy

Sent: August 2, 2011 1:48 PM
To: Brett Baker -

Subject: Fw. TCE

Michael Killeavy, LL.B., MBA, P.Eng.
Director, Contract Management
Ontario Power Authority

120 Adelaide St. West, Suite 1600
Toronto, Ontario, M5H 1T1
416-969-6288 (office)
416-969-6071 (fax)

416-520-9788 [celi)

Michael.killeavy @powerauthority.on.ca

From: Michael Lyle
Sent: Monday, August 01, 2011 06:22 PM

. To: Colin Andersen; JoAnne Butler; Kristin Jenkins; Michae! Killeavy

Cc: Brett Baker
Subject: TCE

Further to our conversation from earlier with respect to what can be disclosed about the fact that the matter has gone
to arbitration, there are two key provisions. There is the recital to the arbitration agreement which JoAnne mentioned

which states that:

The Parties have agreed that all steps taken pursuant to the binding arbitration will be kept confidential and

secure and will not form part of the public record

There is also a provision in the accompanying release which provides that the facts and terms of the release and the
settlement underlying it {i.e. that the matter will be determined by arbitration) will be held in confidence and will
receive no publication unless necessary for financial statements, income tax purposes, disclosure under securities law or

other legal reasons.

Michael Lyle

General Counsel and Vice President
Legal, Aboriginal & Regulatory Affairs
Ontario Power Authority

120 Adelaide Street West, Suite 1600
Toronto, Ontario, M5H 171

Direct. 416-969-6035

Fax: 416.969.6383

Email: michael.lyle@powerauthority.on.ca



This e-mail message and any files transmitted with it are intended only for the named recipient(s) above and may contain information that is privileged, confidential
and/or exempt from disclosure under applicable law. If you are not the intended recipient(s), any dissemination, distribution or copying of this e-mail message or

any files transmitted with it is strictly prohibited. If you have received this message in error, or are not the named recipient(s), please notify the sender immediately
and delete this e-mail message



Aleksandar Kojic

From:

Sent:

To: |

Cc:

Subject:
Attachments:

Importance;

Michael Killeavy

August 2, 2011 3:29 PM

Michael Lyle; JoAnne Butler; Amir Shalaby; Brett Baker
John Zych

TCE Matter - BOD Presentation 2 Aug 2011 ...

TCE Board Presentation 2 Aug 2011 v6.pptx

High

Attached is the updated presentation, which reflects today’s meeting comments.

Michael Kilieavy, LL.B., MBA, P.Eng.
Director, Contract Management

Ontario Power Authority

120 Adelaide Street West, Suite 1600

Toronto, Ontario
M5H 1T1
416-969-6288
416-520-9788 (CELL)
416-967-1947 (FAX)
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Arbitration Agreement with TCE
Presentation to Board of Directors
Prepared in Contemplation of
Litigation: Solicitor/ Client Privilege

August 2, 2010



Background:

« TCE served Crown with notice of proceedings against
the Crown in late April and clock started to tick on 60 day
period before TCE could commence litigation against
Government

» Subsequently, TCE advised OPA counsel that they had

three core demands in order to agree to arbitration

» Scope of arbitration limited only to appropriate quantum of
damages

» Crown and OPA both parties to the arbitration

» No impact on ability of TCE to participate in future OPA
procurement processes

« Of these three, the limitation on scope of arbitration is by
far the most important from TCE's perspective

2 ONTARIO 7.
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‘Background:

+ OPA briefed Government on these issues and attempted
to develop a common approach with Government on
negotiating an arbitration agreement with TCE

. Issue was elevated in Government and Infrastructure
Ontario (“1O”) was asked to take a lead role in
hegoﬁaﬁons -

« 10 was able to get TCE to agree to hold off on
commencing litigation while discussions were pursued

3 ONTARIO?
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Proposed Deal - Key Elements
e

« Commercial Deal between OPG and TCE where TCE
leases Lennox facility and constructs new combined
cycle gas plant on Lennox site under PPA with OEFC
(the issues related to a gas plant at Lennox are
discussed in the Appendix)

* Provision also made for subsequent negotiations on
potential joint venture between TCE and OPG on
conversion of Nanticoke to gas

- If commercial deal not finalized by September 1, then
matters determined by way of binding arbitration in
accordance with the arbitration agreement

4 ONTARIO
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Arbitration Agreement - Key Elements

+ TCE, Crown and OPA are parties in arbitration

« Subject of arbitration agreement is focused on quantum
of damages

* OPA and Crown waive defences with respect to:

» Exclusion of liability clauses in contract

» Any possibility that plant would have been unable to be built
because it did not receive all necessary approvals

» TCE releases OPA and Crown from any further claims

« Process for arbitration award to be paid through transfer
of an interest in an asset owned by the Crown or an
agency of the Crown

* No reference to other OPA procurement processes

Privileged and Confidential - Prepared in Contemplation of Litigation PWEHMHM .,. '



Arbitration Agreement - OPA Key Concerns
o

« What is value proposition for ratepayers? — how strong
are arguments that OPA could have made In litigation
but are precluded from making in arbitration?

* Who should pay arbitration award? — ratepayers or
taxpayers?

* The turbines — are there opportunities to obtain
ratepayer value by providing for assignment of turbines
to successful bidder?

6 | ONTARIO /”
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~ Arbitration Agreement - OPA Key Concems'"ﬁ’ o

. ‘Characterization of October 7 letter — stated that OPA
- terminated Oakville contract in this letter

~ » Scope of arbitration process — limits on arbitration
process raises concern about ability to obtain mformatlon
from TCE

* No acknowledgement may be made of the fact that
matter has gone to arbitration.

* The discovery process is limited.

7 ONTARIO?
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Comparison of Settlement Proposals

LR R ST
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NRR covers capilal costs, finanting working capital, returns, fixed monthly payment aver life of

bl :;-l.nut.n ' $16,500MW-monih $12,500A4W-month $14.922/MW-month Unknown confract, Energy pald on a deemed dispatch basis, this plant will operate less than 10% of the time.
N
i Unknown Assumed 7.5% Cost of Equity, | TCE claimed “unjeveraged” Unknawn TCE can financefteverage how they want to increase NPV of praject. Wae have assumed In second
J &ll equity project, discount rale of 5.25% prapasal what we believe that they would use.
e 1
‘ 20 Years + 20 Years + We beliave that TCE oblains all their value in the first 20 years, 10 Year Option is a "nice to have"
: ! QOption for 10-Year 25 Years 25 Years Option for 10-Year sweetensr, Precedent for 25-yezr conract, — Porllands Energy Gentre has option for additional five
) J Extension Extension years on lhe 20-year term.
|
Sty LTEP indicates need for paaking generation in KWCG; need at laast 450 MW of summer peaking
|
it i iz { 450 MW S00 My 481 Mw 450 Mw pacity, Average of 500 MW provides additional system flexibility and reduces NRR on per MW basis
e
i i Lume S;g-u?z?:mem of Amortiza urv;ernssyears =no 1 Amortize ol\‘tee“r.‘?nsayears —ne Unknown $37MM to be audited by Ministry of Finance for substantiation and reasonableness
S - ’ - . . Precedent — Porilands Energy Centre, Haltan Hills, and NYR Peaking Plant. Paid on a cost recavery
El = ! Payment in addition to the Payment lnNaddltlon tothe Payment in addition to the NRR Unknown basis, i.e. no opportunity to charge an additional risk pramium on lop of active costs. TCE estimate is
il 5T E NRR RR S100MM = 20%.
J
f Qur CAPEX based on independent review by our Technical Expert and published information on other
.'.l $540mm $400mm $475 mm Un‘::?:;‘s:": :::lﬁf;srsfrg‘n':ltha similar generation facilities. We have increased it by $75MM; however, cannol really substantiate
: differance that i Is $540 mm \:rl:g;e;'hamfore. wae are still proposing a larget cost on CAPEX where increases/decreases are
A )
: 1
36 I |
: . - A TCE has given us limited insights inte their operaling expenses. We have used advice from our
ur Littte Visibility Reasonable Reasonable Unknown {echnical consultant on reasonable OPEX estimates,
; TCE is willing to accept
N - | permitting risk provided that it
No S:;ig:ir:;r:nzs::;:‘f:‘:'m has a right {o (a) terminate 1he
: .i Assistance/Protection from \We would approach combined with a good faith F:':::ﬂaai:::‘la::ngc;‘;umaga;rrfe(r?
! mitigating Planning Act Governmenl to provide obligation to negetiate OGS for (i) sunk costs and (i In the second counter-proposal the permitting risk is entirely transferred ta TCE; however, tha promise
B gapp?nvals riskg Planning Act approvals compensation and sunk costs if financlal value of the OG)S of finding compensalion of OGS lost profits would continues until another option is found.
exemption, the K-WW Peaking Plant doesn't

proceed because of permitting
issues,

contract, This would apply to
any and all permits, not just
those issued under the

Fianning Act.
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Potential Outcomes

 The following graphic sets out several cases for
litigation/arbitration and settiement

« TCE’s proposal to build the Replacement Project costs
the ratepayer more than our potentially worst case
scenario if the case were to go {o litigation

* The cost of the OPA’s Second Counter-Proposal is close
to the worst case if the case were to go to litigation

9 ONTARIO?
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Financial Value of Potential Outcomes

Litigation - Worst Case

Litigation - Intermediate Case

Litigation - Best Case

TCE Proposal mOGS Sunk
‘ [ ]

OPA Counter-Proposal | OGS Profits
w Capital

2nd Counter-Proposal § Expenditure
mTurbines

Competitive Tender - Worst Case |

n Litigation

Competitive Tender - Intermediate
Case !

Competitive Tender - Best Case |

$0 $200 ' $400 $600 $800 $1,000

Cost to the Ontario Ratepayer ($millions)

ONTARIO /
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Appendix — System Planning and
Status of Lennox GS

" | ONTAI IO
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OPG/TCE Potential Deal - System Planning

Considerations |

« Continued operation of the current Lennox station at
current contracted terms is valuable to the system and
as such is part of the LTEP and IPSP.

e The Transmission system can accommodate adding
capacity on the Lennox site . Fuller assessment to be
developed once details are better known.

« The System will need capacity that has operating
flexibility: Low minimum loading, high ramp rates, and
frequent cycling capability. Any new addition should be
specified accordingly.

? ONTARIO ?
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OPG/TCE Potential Deal - System Planning

considerations (continued) -

* Itis too early to commit to adding large capacity at this
time. LTEP/IPSP recommended waiting to at least 2012
to reassess needs. Weak demand could make additions
surplus for some time

 ltis higher value to the system to add capacity in
Cambridge. The alternative is 20 Km of 230 KV
transmission from either Guelph or Kitchener

- Adding new capacity will delay and reduce the need for
conversion of Nanticoke/ Lambton to natural gas.

* On Conversion of coal to gas : the only firm requirement
‘at this time is for Thunder bay to be converted.

13 ONTARIO #
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Current Status of Lennox Contract and

Negoﬁaﬁons

Directive for OPA to enter into negotiations with OPG was issued on January
6, 2010

Current Contract

— OPA essentially converted IESO RMR contract to OPA Contract for L.ennox

— Lennox provides a cost to Ontario electricity customers with a reasonable balancmg
of risk and reward including incentives for optimizing the facility operatlon

— Contract was effective on the expiry of the most recent IESO RMR contract (October
1, 2009) and expired on December 31, 2010

— OPA renewed the contract with minor modifications in January 2011 (effective until
December 31, 2011)

OPG would like a longer term contract (3 to 10 years) with OPA that provides
for capital projects including a CHP facility

Based on the relatively low cost of extremely flexible capacity associated with
Lennox, the OPA has been working with OPG to re-negotiate a new longer
term agreement for Lennox and wouid be willing to provide compensation for
capital projects but is doubtful about the CHP facility

The re-negotiated contract is envisaged to be complete by November of 2011

ONTARIO
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Southwest Greater Toronto Area (SW GTA) Supply
-

* Need for generation identified in OPA’s proposed
Integrated Power System Plan (IPSP) submitted to OEB
in August 2007

 GTA has experienced robust growth and generation in
the area continues to be significantly less than the GTA
load | |

* Has resulted in heavy reliance on the Transmission
System and the ability of existing infrastructure to service
this area |

» Expected to fall short by 2015 or sooner

. - ONTARIO ?
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Southwest Greater Toronto Area (SW GTA)Sﬁp‘p'Iy

 In addition to aggressive conservation efforts the OPA
has identified the need for new electricity generation in
this area
* New electricity generation will:
— Support coal-fired generation replacement by 2014
— Provide system supply adequacy

— Address reliability issues such as local supply and voltage
support

. — Defer Transmission needs in the Western GTA

7 ONTARIO 7.
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OPA Procurement Process - Ministry Directive
|

» Ministry of Energy issued Directive fo OPA in August
2008 to:

— Competitively procure

— Combined-cycle, natural gas-fired electricity generation
facility

— Rated capacity up to ~850 MW

— In-service date not later than December 31, 2013

— Connected to the 230 kV Transmission System corridor
between the Oakville Transformer Station in Oakuville to the
Manby Transformer Station in Etobicoke

— Not to be located at the former Lakeview Generating
Station site in Mississauga

'8 | - ONTARIO,;
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OPA Procurement Process - RFQ & RFP

1. Request for Qualifications
— Released October 2008
— 9 Qualification Submissions were received

— Short-list of 4 Qualified Applicants representing 7
proposed projects resulted

2. Request for Proposals
— Released February 2009
— 4 Proposals from 4 Proponents were received

— Proposals evaluated on Completeness; Mandatory
Requirements; Rated Criteria and Economic Bid

— Project with lowest Adjusted Evaluated Cost selected

19 ONTARIO?
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Procurement Process - Contract
o

« SW GTA Contract based on Clean Energy Supply (CES)
Contract
— 20 year term
— Contract-for-Differences based on Deemed Dispatch logic:
» Generator guaranteed Net Revenue Requirement (NRR)
« Market Revenues < NRR = Payment from OPA
. Market Revenues > NRR = Payment from Generator

« TransCanada Energy Ltd. (“TCE”) was the successful
proponent in the RFP and was awarded SW GTA CES
Contract on October 2009

2 ' ONTARIO
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Opposition to Gas-Fired Generation
* Procurement process fraught with local opposition

« Town of Oakville passed several by-laws:

- — Interim control of power generation facilities on certain lands in
the Town of Oakville (2009-065)

— Town of Oakville Official Plan Livable Oakville (2009-112)
- — Health Protection and Air Quality By-law (2010-035)

— Amendment to the Official Plan of the Oakville Planning Area
(Power Generation Facilities) (2010-151)

— Amend the Comprehensive Zoning By-law 1984-63 to make
modifications for power generation facilities (2010-152)

— Amend the North Oakville Zoning By-law 2009-189 to make
modifications for power generation facilities (2010-153)

- ONTARIO /
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Opposition to Gas-Fired Generation

Town of Oakville rejected TCE's:
— Site plan application
— Application for minor variances

Mississauga Mayor Hazel McCallion publically oppbsed
project

Liberal MPP Kevin Flynn publically opposed project
C4CA (Citizens For Clean Air) is a non-profit Oakville
organization opposed to locating power plants close to

homes and schools. Frank Clegg is the Chairman and
Director and former President of Microsoft Canada

: ~ ONTARIO
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Government Cancellation

« October 7, 2010 Energy Minister Brad Duguid, along
with Oakville Liberal MPP Kevin Flynn, announced the
Oakville power plant was not moving forward

* OPA provided TCE with letter, dated 7 October 2010
that stated “The OPA will not proceed with the Confract.
As a result of this, the OPA acknowledges that you are
entitled to your reasonable damages from the OPA,
including the anticipated financial value of the Contract.”

* OPA Contract contains an Exclusion of Consequential
Damages clause (including loss of profits)

2 ONTARIO/
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Termination Negotiations

* Subsequent to the announcement of the cancellation of
the Oakville GS project the OPA and TCE entered into
negotiation to terminate the contract on mutually

. acceptable terms.

* These discussions began in October 2010 and continued
until April 2011.

. All these discussions we on a confidential and without
prejudice basis. |

24 ONTARIO?
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TCE Initial Concerns

 TCE identified 3 immediate concerns:

1.

Securities regulations requires TCE to report a write—

down on the project if out-of-pocket costs not resolved by

~ year-end (~$37 MM)

Handling of Mitsubishi (MPS Canada, Inc.) gas turblne
order ($210 MM)

Financial value of OGS

“ ONTARIO 7
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Confidentiality Agreement

 All OPA and TCE discussions related to the termination
of the contract have occurred on a “without prejudice”
basis. | |

« QOct. 8" OPA and TCE entered into Confidentiality

. Agreement to ensure certain communications remain
Pl confidential, without prejudice and subject to settlement
- privilege.

’HI, - This agreement has a term of five years.

z ONTARIO
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MOU

' TCE’s Treasury Department needed documentation from

- the OPA stating there was a replacement project to

which the OGS’s out-of-pocket costs could be applied to
avoid having to write them off at year-end

MOU executed December 21, 2010:

— Potential Project site identified for Cambridge

— Potential Project will utilize the gas turbines sourced for
OGS

— OPA & TCE agree to work together in good faithto
negotiate a Definitive Agreement for the Potential Project

— Potential Project to be gas-fired peaking generation plant
— Explred June 30, 2011

“ ONTARIO
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Replacement Project

It was determined that the replacement project would be a
gas-fired peaking generation (i.e. simple cycle) plant with a
contract capacity of 400 - 450 MW

TCE owns a site in Cambridge (Eagle St.) but close to
schools and residential areas

TCE identified the Boxwood Industrial Park in Cambridge as
its preferred site

TCE has had preliminary discussions with the City of
Cambridge and they seem to be a willing host

C4CA has commenced a letter writing campaign against the
replacement project

The 2 Mitsubishi M501GAC gas turbines purchased'for
OGS will be repurposed for ;cshe replacement pro'bect

NTARIO 7
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Replacement Project Negotiations
B  Negotiations focused on the following issues:
— Capital costs of Replacement Project
| | — Financial value of OGS
— Disposition of Mitsubishi gas turbines

— Proper allocation of project risk, i.e., who bears the
approvals and permitting risk for the Replacement Project.

J * The negotiations were premised on the financial value of
I OGS being “built” into the return that TCE would get from
1 the Replacement Project. ,

2 ONTARIO ?
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OPA Analysis
-
* OPA undertook a detailed analysis of the Replacement
Project.

« Third party technical and financial consultants were hired
to support this effort.

« The OPA believes that TCE's projected capital
expenditure for the Replacement Project is far too high.

 TCE estimated that the CAPEX was on the order of $540
million. Qur estimate is $375 million.

30 ONTARIO/
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Fundamental Disagreement - Value of OGS :

» TCE has claimed that the financial value of the OGS
contract is $500 million.

» TCE presented a project pro forma for the OGS bid into
the SWGTA RFP.

» The model shows a NPV of after-tax cash flows of $503
million.

It also shows a discount rate of 5.25% for discounting
- the cash flows — TCE's purported unlevered cost of

equity. |
| 31 ONTARIO 7,
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Residual Value of the OGS
—

« The $503 million NPV is calculated over the thirty year
life of the project, whereas the contract has a 20-year
term.

« Cash flows over the term of the contract amount to $262
million. Almost half of the claimed value of OGS comes
from a very speculative residual value.

« TCE maintains that the residual value of the OGS after
~ the expiry of the term was high because it would get a
replacement contract. We disagree with this assertion.

" ONTARIO?
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TCE Current Position on OGS Financial Value

* In February 2011 TCE revised its initial position on the
residual value of the OGS.

« It stated that the residual cash flows ought to be
discounted at 8%, which would yield a OGS NPV of
$385 million and not the earlier claimed $503 million.

« Our independent expert believed that the NPV of OGS
L could be on the order of $100 million. Given the
o problems in developing OGS the value is likely much
lower.

33 ONTARIO #
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Aleksandar Kojic

From: Michael Killeavy

Sent: ] August 2, 2011 7:44 PM

To:. John Zych . _ , o

Subject: RE: BOARD TELECONFERENCE MEETING - WEDNESDAY, AUGUST 3, 2011 -4:30 P.M.,
TORONTO TIME ' C

Attachments: TCE Board Presentation 2 Aug 2011 v6.pdf

Importance: High '

John,

Slide #1@ isn't blank. That page is a graph showing the relative cost of the various
options. It's an embedded MS-EXCEL graph in the MS-POWERPOINT file. If Michael is using a
iPad I think that the software he's using to view the presentation may not be displaying the
embedded graph. Attached is a .pdf file. This should fix the problem. Let me know if this
works or not.

Michael

Michael Killeavy, LL.B., MBA, P.Eng.
Director, Contract Management

Ontario Power Authority

128 Adelaide St. West, Suite 1600
Toronto, Ontario, M5H 1T1
416-969-6288 (office)

416-969-6071 (fax)

415-5208-9788 (cell)
Michael.killeavy@powerauthority.on.ca

----- Original Message-----

From: John Zych

Sent: Tue 82-Aug-11 7:36 PM

To: Michael Killeavy

Subject: FW: BOARD TELECONFERENCE MEETING - WEDNESDAY, AUGUST 3, 2011 - 4:36 P.M., TORONTO
TIME '

See Michael Costello’s comment about a missing page 18.

From: jmichaelcostello@email.com [mailto:imichaelcostello@gmail.com]

Sent: Tue 8/2/2011 6:00 PM

To: John Zych

Subject: Re: BOARD TELECONFERENCE MEETING - WEDNESDAY, AUGUST 3, 211 - 4:38 P.M., TORONTO

TIME

My page 18 is blank on slide deck...
MC

Sent from my iPad



On 2011-08-02, at 12:52 PM, "John Zych" <John.Zych@powerauthority.on.ca> wrote:

As agreed to at Monday's Board meeting, the Board will meet again by telephone tomorrow
at 4:38 p.m., Toronto time, with one agenda item, to further discuss a proposal to submit to
arbitration the dispute with TransCanada Energy Inc. arising out of the cancellation of the
Oakville Generating Station.

Mr. David Livingston, President & Chief Executive Officer of Infrastructure Ontario,
will be in attendance.

We attach the following materials:

a slide deck;

- a term sheet (named "Original™) for a commercial deal whereby TCE would
acquire an interest in one of OPG's coal plants and convert it to burn natural gas;

a term sheet (named "Preferred") for a commercial deal whereby TCE would
acquire an interest in OPG's Lennox plant and to expand it and in it provision is also made
for subsequent negotiations on a potential joint venture between TCE and OPG on the
conversion of Nanticoke to gas (the "Original® +term sheet is being provided for context but
it has been superseded by the "Preferred” term sheet); and,

. a draft of an agreement whereby the parties would submit the dispute fo
arbitration.

The slide deck contains several pages that do not present new material - pages 16 to 35
are meant to jog your memory if needed as to the history of this matter.

It is hard to estimate the time required for this meeting but we estimate that 90
minutes will be needed.

The call-in details are as follows:

Toll Free: 1-877-320-7617 g
Board Members', Executive Team Access Code: 6882847#

John Zych



Corporate Secretary

Ontaric Power Authority

Suite 1600

120 Adelaide Street West
Toronto, ON M5H 1T1
416-969-6055

416-967-7474 Main telephone
416-967-1947 OPA Fax
416-416-324-5488 Personal Fax

John.Zych@powerauthority.on.ca <mailto:John.Zych@powerauthority.on.ca>

This e-mail message and any files transmitted with it are intended only for the named
recipient(s) above and may contain information that is privileged, confidential and/or exempt
from disclosure under applicable law. If you are not the intended recipient({s), any
dissemination, distribution or copying of this e-mail message or any files transmitted with
it is strictly prohibited. If you have received this message in error or are not the named
recipient(s), please notify the sender immediately and delete this e-mail message.

This e-mail message and any files transmitted with it are intended only for the named
recipient(s) above and may contain information that is privileged, confidential and/or exempt
from disclosure under applicable law. If you are not the intended recipient(s), any
dissemination, distribution or copying of this e-mail message or any files transmitted with
it is strictly prohibited. If you have received this message in error, or are not the named
recipient(s), please notify the sender immediately and delete this e-mail message.

<1 - TCE Board Presentation 2 Aug 2911 v6.pptx>

<2 - Original TS.pdf>
<3 - Preferred TS.pdf>
<4 - Draft Arbitration Agreement_FINAL12_IO.docx>
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Background:

« TCE served Crown with notice of proceedings against
the Crown in late April and clock started to tick on 60 day
period before TCE could commence litigation against
Government | |

-+ Subsequently, TCE advised OPA counsel that they had

three core demands in order to agree to arbitration

» Scope of arbitration limited only to appropriate quantum of
damages

» Crown and OPA both parties fo the arbitration

» No impact on ability of TCE to participate in future OPA
procurement processes

» Of these three, the limitation on scope of arbltratlon IS by
far the most important from TCE's perspective

2 ONTARIO
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Background:

* OPA briefed Government on these issues and attempted
to develop a common approach with Government on
negotiating an arbitration agreement with TCE

« |ssue was elevated in Government and Infrastructure
Ontario (“10”) was asked to take a iead role in
negoftiations

+ O was able to get TCE to agree to hold off on
commencing litigation while discussions were pursued

3 ONTARIO
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Proposed Deal - Key Elements |
-~ "
« Commercial Deal between OPG and TCE where TCE
leases Lennox facility and constructs new combined
cycle gas plant on Lennox site under PPA with OEFC

(the issues related to a gas plant at Lennox are
discussed in the Appendix)

* Provision also made for subsequent negotiations on
potential joint venture between TCE and OPG on
conversion of Nanticoke to gas

 |f commercial deal not finalized by September 1, then
matters determined by way of binding arbitration in
accordance with the arbitration agreement

4 ONTARIO
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Arbitration Agreement - Key Elements

« TCE, Crown and OPA are parties in arbitration

- Subject of arbitration agreement is focused on quantum
of damages

« OPA and Crown waive defences with respect to:
» Exclusion of liability clauses in contract

» Any possibility that plant would have been unable to be buiit
because it did not receive all necessary approvals

« TCE releases OPA and Crown from any further claims

* Process for arbitration award to be paid through transfer

of an interest in an asset owned by the Crown or an
agency of the Crown

* No reference to other OPA procurement processes

5 ONTARIO/
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Arbitration Agreement - OPA Key Concerns
-

« What is value proposition for ratepayers? — how strong
are arguments that OPA could have made in litigation
but are precluded from making in arbitration?

« Who should pay arbitration award? — ratepayers or
taxpayers?

» The turbines — are there opportunities to obtain
ratepayer value by providing for assignment of turbines
to successful bidder? |

6 ONTARIO
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Arbitration Agreement — OPA Key Concerns

» Characterization of October 7 letter — stated that OPA
terminated Oakville contract in this letter

'Scope of arbitratioh process — limits on arbitration
i process raises concern about ability to obtain information
~ from TCE -

. No acknowledgement may be made of the fact that
~matter has gone to arbitration.

. T'h.e diScoVery process is limited.

7 "~ ONTARIO?
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Comparison of Settiement Proposals

NRR covers capital costs, financing working capital, retums, fixed monthly payment over fife of

§16,900/MW-maonth §1 2,500/MW-month $14,922/MW-manth Unknawn coniract. Energy paid on a deemed dispatoh basls, this plant will operata less than 10% of the time.
Unknown Assumed 7.5% Costof Equity,| TCE claimed “unleveraged” Uniknown TCE can financafleverage how they want to Increase NPY of project. We have assumed In second
all equity project. discount rate of 5.25% proposal what we belleve that they would use.
20 Years + 20 Yeurs + We believe that TCE oblains all their value in the first 20 years. 10.Year Optlion Is a “nice to have”
Option for 10-Year 25 Yoears 25 Years Option for 10-Year |sweeltsnst. Pretedent for 25-year cohtract. — Portlands Energy Centre has option for additional five
Extension Extension vaars on the 20-year term.
LTEP indicates need for peaking generation In KWCG; nesd al laast 450 MW of summer peaking
450 MW 500 MW 481 MW 450 MW capacity, Average of 500 MW provides addiffional system flexibility and reduces NRR on per MW basis
1
i Amortize over 25 years —no | Amortize over 25 years = no
ol Lump Sum Payment of $37mm retumsy raturnsy Unkriown $37MM f0 be auditad by Ministry of Finance for subsfantiation and reasonableness
. - " Precedent — Portlands Energy Gentve, Halton Hills, and NYR Peaking Plant, Pald on a gost recovery
Payment ‘rl'\l?:ldg'l'o" tothe Payment "}\ﬁ,‘dg"'o" to the Payment In addition to the NRR Unknown basis, i.e. no opporiunity lo charge an additional rigk premium on top of active costs, TCE estimate is

$100MM % 20%,

tnknown but we Infer from the

Our GAPEX based on independent review by our Technical Expert and published informalion on other

$540mm $400mm $475 mn reference to a ~$65 mm  |similar generation facilities. We have increased it by $75MM; however, cannot really substantiate why.
difterence that Il is $540 mm | Therefore, we are still proposing a target cost on CAPEX where increases/daecreases are shared.
Liltte Visibiity Reasonable Reasonabla Unknawn TCE has given us limited insights into their operating expenses. We have used advice fram aur

technlcal consultant on reasenable OPEX sstimates.

AssistancelProtection from
mitigating Planning Act
approvals risk

We would approach
Government to provide
Planning Act appravals

exemption.

No government asslstance with
permilting and approvals
combined with a good faith.
obligation o negotiate OGS
compensation and sunk costs if,
the K-W Peaking Plant doesn't
proceed becatise of permitting
issues.

TCE is willing to accapt
permilting risk provided that it
has a right to (a} terminate the
Replacement Gontract and (b)
receive a lump sum payment

for {i) sunk costs and {il)

financial value of the OGS
contract, This would apply to
any and all permits, not just
those issued under the

In the second counter-proposal the permitting risk is entirely transferred to TCE; however, the promise
of finding compensation of OGS lost profits would continues until another option is found.

Planning Act.

Privileged and Confidential ~ Prepared in Contemplation of Litigation
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Potential Outcomes

« The following graphic sets out several cases for litigation/
arbltratlon and settlement

« TCE’s proposal to build the Replacement Project costs
the ratepayer more than our potentially worst case
scenario if the case were to go to litigation

. The cost of the OPA’s Second Counter-Proposal is close
to the worst case if the case were to go to litigation

i ONTARIO
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Financial Value of Potential Outcomes

H

Litigation - Infermediate Case |

Litigation - Best Case |

Litigation - Worst Case

TCE Proposal } WOGS Sunk

‘ BOGS Profit
OPA Counfer-Proposal > Frotlls

W Capital

2nd Counter-Proposal | Expenditure

MMHM“MWWWW&' o e i i = Turbines
Competitive Tender - Worst Case |

Competitive Tender - Intermediate |
Case :

HLitigation

Competitive Tender - Best Case ‘

Li]]
$0 $100 $200 $300 $400 $500 $600 S$700 $BOO $900 $1,000

Cost to the Ontario Ratepayer ($millions)

ONTARIO ”,
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Appendix — System Planning and
Status of Lennox GS

1 ONTARIO?

Privileged and Confidential - Prepared in Contemplation of Litigation POWER AUTHORITY {_A



OPG/TCE Potential Deal - System Planning

Considerations
e

» Continued operation of the current Lennox station at
current contracted terms is valuable to the system and
as such is part of the LTEP and IPSP.

* The Transmission system can accommodate adding
capacity on the Lennox site . Fuller assessment to be
developed once details are better known.

* The System will need capacity that has operating
flexibility: Low minimum loading, high ramp rates, and
frequent cycling capability. Any new addition should be
specified accordingly.

12 ONTARIO
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OPG/TCE Potential Deal - System Planning
considerations (continued)

* "It is too early to commit to adding large capacity at this
time. LTEP/IPSP recommended waiting to at least 2012
to reassess needs. Weak demand could make additions
surplus for some time

« Itis higher value to the system to add capacity in
Cambridge. The alternative is 20 Km of 230 KV
transmission from either Guelph or Kitchener

« Adding new capacity will delay and reduce the need for
conversion of Nanticoke/ Lambton to natural gas.

« On Conversion of coal to gas : the only firm requirement
at this time is for Thunder bay to be converted.

13 ONTARIO
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Current Status of Lennox Contract and

Negoﬁaﬁons

14

Directive for OPA to enter into negotiations with OPG was issued on January
6, 2010

Current Contract
— OPA essentially converted IESO RMR contract to OPA Contract for Lennox

— Lennox provides a cost to Ontario electricity customers with a reasonable balancing
of risk and reward including incentives for optimizing the facility operation

— Contract was effective on the expiry of the most recent IESO RMR contract (October
1, 2009) and expired on December 31, 2010

— OPA renewed the contract with minor modifications in January 2011 (effective until
December 31, 2011)

OPG would like a longer term contract (3 to 10 years) with OPA that provides
for capital projects including a CHP facility

Based on the relatively low cost of extremely flexible capacnty associated with
Lennox, the OPA has been working with OPG to re-negotiate a new longer
term agreement for Lennox and would be willing to provide compensation for
capital projects but is doubtful about the CHP . facility

The re-negotiated contract is envisaged to be complete by November of 2011

ONTARIO
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App'endix — SWGTA Procurement and Contract
(Summer 2008 to Spring 2011)
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Southwest Greater Toronto Area (SW GTA) Supply
|

. Need for generation identified in OPA’s proposed
Integrated Power System Plan (IPSP) submitted to OEB

in August 2007

« GTA has experienced robust growth and generation in
the area continues to be significantly less than the GTA
load

« Has resulted in heavy reliance on the Transmission

System and the ability of existing infrastructure to service
this area

« Expected to fall short by 2015 or sooner

N ONTARIO
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Southwest Greater Toronto Area (SW GTA) Supply

* In add_itioh to aggressive conservation efforts the OPA
has identified the need for new electricity generation in

this area
« New electricity generation will:
— Support coal-fired generation replacement by 2014

— Provide system supply adequacy
— Address reliability issues such as local supply and voltage

support
— Defer Transmission needs in the Western GTA

Privileged and Gonfidential — Prepared in Contemplation of Litigation



OPA Procurement Process — Ministry Directive

. Ministry of Energy issued Directive to OPA in August
2008 to:

— Competitively procure

— Combined-cycle, natural gas-fired electricity generation
facility |

— Rated capacity up to ~850 MW

— In-service date not later than December 31, 2013

— Connected to the 230 kV Transmission System corridor
between the Oakville Transformer Station in Oakville to the
Manby Transformer Station in Etobicoke

— Not to be located at the former Lakeview Generating
Station site in Mississauga

o ONTARIO
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OPA Procurement Process - RFQ & RFP

1. Request for Qualifications
— Released October 2008
— 9 Qualification Submissions were received

— Short-list of 4 Qualified Applicants representing 7 proposed
projects resulted

2. Request for Proposais
— .Released February 2009
— 4 Proposals from 4 Proponents were received

— Proposals evaluated on Completeness; Mandatory
Requirements; Rated Criteria and Economic Bid

— Project with lowest Adjusted Evaluated Cost selected-

19 ONTARIO #
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Procurement Process - Contract
e e

« SWGTA Contract based on Clean Energy Supply (CES)
Contract

— 20 year term

— Contract-for-Differences based on Deemed Dispatch logic:
« Generator guaranteed Net Revenue Requirement (NRR)
« Market Revenues < NRR = Payment from OPA
» Market Revenues > NRR = Payment from Generator

- TransCanada Energy Ltd. ("“TCE") was the successful
proponent in the RFP and was awarded SW GTA CES
Contract on October 2009

2 | ONTARIO

Privileged and Confidential - Prepared in Contemplation of Litigation POWER AUTHORITY ”



Opposition to Gas-Fired Generation
-

« Procurement process fraught with local opposition

+ Town of Oakville passed several by-laws:

— Interim control of power generation facilities on certain lands in
the Town of Oakuville (2009-065)

— Town of Oakville Official Plan Livable Oakville (2009-112)
— Health Protection and Air Quality By-law (2010-035)

— Amendment to the Official Plan of the Oakville Planning Area
(Power Generation Facilities) (2010-151)

— Amend the Comprehensive Zoning By-law 1984-63 to make
modifications for power generation facilities (2010-152)

— Amend the North Oakville Zoning By-law 2009-189 to make
modifications for power generation facilities (2010-153)

i ONTARIO
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Opposition to Gas-Fired Generation
T

« Town of Oakville rejected TCE's:
— Site plan application
— Application for minor variances

» Mississauga Mayor Hazel McCallion publically opposed
project |

« Liberal MPP Kevin Flynn publically opposed project

» CACA (Citizens For Clean Air) is a non-profit Oakvilie
organization opposed to locating power plants close to

homes and schools. Frank Clegg is the Chairman and
Director and former President of Microsoft Canada

# ONTARIO 7,
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Government Cancellation

* October 7, 2010 Energy Minister Brad Duguid, along with
Oakyville Liberal MPP Kevin Flynn, announced the
Oakville power plant was not moving forward

* OPA provided TCE with letter, dated 7 October 2010,
that stated “The OPA will not proceed with the Contract.
As a result of this, the OPA acknowledges that you are
entitled to your reasonable damages from the OPA,
including the anticipated financial value of the Contract.”

* OPA Contract contains an Exclusion of Consequential
Damages clause (including loss of profits)

2 ONTARIO?

Privileged and Confidential - Prepared in Contemplation of Litigation POWER AUTHORITY {_J



Termination Negotiations

« Subsequent to the announcement of the cancellation of

the Oakville GS project the OPA and TCE entered into
negotiation to terminate the contract on mutually
acceptable terms. |

These discussions began in October 2010 and continued
until April 2011.

All these discussions we on a confidential and without
prejudice basis.

& ONTARIO 7
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TCE Initial Concerns

« TCE identified 3 immediate concerns:

1.

Securities regulations requires TCE to report a write-

down on the project if out-of-pocket costs not resolved by
year-end (~$37 MM)

Handling of Mitsubishi (MPS Canada, Inc.) gas turbine
order ($210 MM)

Financial value of OGS

ONTARIO/
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Confidentiality Agreement
-

ll » All OPA and TCE discussions related to the termination
of the contract have occurred on a “without prejudice”
basis. -

« Oct. 81" OPA and TCE entered into Confidentiality
Agreement to ensure certain communications remain
confidential, without prejudice and subject to settlement
privilege. -

« This agreement has a term of five years.

2 ONTARIO
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MOU

TCE’s Treasury Department needed documentation from
the OPA stating there was a replacement project to
which the OGS'’s out-of-pocket costs could be applied to
avoid having to write them off at year-end

MOU executed December 21, 2010:

— Potential Project site identified for Cambridge

- — Potential Project will utilize the gas turbines sourced for

OGS

— OPA & TCE agree to work together in good faith to
negotlate a Definitive Agreement for the Potential Project

— Potential Project to be gas-fired peaking generation plant
— Expired June 30, 2011

Z ONTARIO ”
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Replacement Project ‘

L

It was determined that the replacement project would be a
gas-fired peaking generation (i.e. simple cycle) plant with a
contract capacity of 400 - 450 MW

TCE owns a site in Cambridge (Eagle St.) but close to
schools and residential areas

TCE identified the Boxwood Industrial Park in Cambridge as
its preferred site |

TCE has had preliminary discussions with the City of
Cambridge and they seem to be a willing host

C4CA has commenced a letter writing campaign against the
replacement project

The 2 Mitsubishi M501GAC gas turbines purchased for OGS
will be repurposed for the rePIacement project
° ONTARIO
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Replacement Project Negotiations

* Negotiations focused on the following issues: |
— Capital costs of Replacement Project
— Financial value of OGS
— Disposition of Mitsubishi gas turbines

— Proper allocation of project risk, i.e., who bears the
approvals and permitting risk for the Replacement Project.

* The negotiations were premised on the financial value of

OGS being “built” into the return that TCE would get from
the Replacement Project.

2 ONTARIO?
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OPA Analysis
-

 OPA undertook a detailed analysis of the Replacement
Project.

« Third party technical and financial consultants were hired
to support this effort.

 The OPA believes that TCE's projected capital
expenditure for the Replacement Project is far too high.

« TCE estimated that the CAPEX was on the order of $540
million. Our estimate is $375 million.

%0 ONTARIO
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Fundamental Disagreement - Value of OGS

« TCE has claimed that the financial value of the OGS
contract is $500 million.

« TCE presented a project pro forma for the OGS bid lnto
the SWGTA RFP.

« The model'shows a NPV of after-tax cash flows of $503
million.

« |t also shows a discount rate of 5.25% for discounting
the cash flows — TCE's purported unlevered cost of
equity. | .
1 ONTARIO
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Residual Value of the OGS
L

« The $503 million NPV is calculated over the thirty year
life of the project, whereas the contract has a 20-year

ferm.

« Cash flows over the term of the contract amount to $262
million. Almost half of the claimed value of OGS comes
from a very speculative residual value.

» TCE maintains that the residual value of the OGS after
the expiry of the term was high because it would get a
replacement contract. We disagree with this assertion.

3 ONTARIO
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TCE Current Position' on OGS Financial Value

2

« |n February 2011 TCE revised its initial position on the
residual value of the OGS.

|t stated that the residual cash flows ought to be
discounted at 8%, which would yield a OGS NPV of
$385 million and not the earlier claimed $503 million.

« Our independent expert believed that the NPV of OGS
could be on the order of $100 million. Given the
problems in developing OGS the value is likely much
lower.
r | ONTARIO?.
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Aleksandar Kojic

From: John Zych :

Sent: August 2, 2011 7: 56 PM

To: jmichaelcostello@gmail.com

Cc: Michael Killeavy

Subject: FW: BOARD TELECONFERENCE MEETING - WEDNESDAY, AUGUST 3,2011 -4:30 P.M.,
TORONTO TIME

Attachments: TCE Board Presentation 2 Aug 2011 v8.pdf

Importance: High

Michael Costello, Does this work?

From: Michael Killeavy

Sent: Tue 8/2/2011 7:44 PM

To: John Zych

Subject: RE: BOARD TELECONFERENCE MEETING - WEDNESDAY, AUGUST 3, 2011 - 4:30 P.M., TORONTO TIME

John,

Slide #10 isn't blank. That page is a graph showing the relative cost of the various options. It's an embedded MS-EXCEL graph in
the MS-POWERPOINT file. If Michael is using a iPad I think that the software he's using to view the presentation may not be
displaying the embedded graph. Aftached is a .pdf file. This should fix the problem. Let me know if this works or not.

Michael

Michael Killeavy, LL.B., MBA, P.Eng.
Director, Contract Management

Ontario Power Authority

120 Adelaide St. West, Suite 1600
Toronto, Ontarie, M5H 1T1
416-969-6288 (office)

416-969-6071 (fax)

416-520-9788 (cell)

Michael killeavy@poweraunthority.on.ca

-----Original Message-----

From: John Zych

Sent: Tue 02-Aug-11 7:36 PM

To: Michael Killeavy

Subject: FW: BOARD TELECONFERENCE MEETING - WEDNESDAY, AUGUST 3,2011 - 4:30 P.M., TORONTO TIME

See Michael Costello's comment about a missing page 10.

From: jmichaelcostello@gmail.com [mailto:jmichaelcostello@gmail.com]
Sent: Tue 8/2/2011 6:00 PM

To: John Zych ‘
Subject: Re: BOARD TELECONFERENCE MEETING - WEDNESDAY, AUGUST 3, 2011 - 4:30 P.M., TORONTO TIME

My page 10 is blank on slide deck...
MC



Sent from my iPad

On 2011-08-02, at 12:52 PM, "John Zych" <John.Zych@powerauthority.on.ca> wrote:

As agreed to at Monday's Board meeting, the Board will meet again by telephone tomorrow at 4:30 p.m., Toronto time, with one
agenda item, to further discuss a proposal to submit to arbitration the dispute with TransCanada Energy Inc. arising out of the
cancellation of the Oakville Generating Station.

Mr, David.Livingston, President & Chief Executive Officer of Infrastructure Ontario, will be in attendance.
We attach the following materials:

a slide deck;

a term sheet (named "Original") for a commercial deal whereby TCE would acquire an interest in one of OPG's coal plants
and convert it to burn natural gas;

a term sheet (named "Preferred") for a commercial deal whereby TCE would acquire an interest in OPG's Lennox plant
and to expand it and in it provision is also made for subsequent negotiations on a potential joint venture between TCE and OPG on the
conversion of Nanticoke to gas (the "Original” term sheet is being provided for context but it has been superseded by the "Preferred"”
term sheet); and,

a draft of an agreement whereby the parties would submit the dispute to arbitration.

The slide deck contains several pages that do not present new material - pages 16 to 35 are meant to jog your memory if needed
as to the history of this matter.

It is bard to estimate the time required for this meeting but we estimate that 90 minutes will be needed.
The call-in details are as follows:

Toll Free: 1-877-320-7617
Board Members', Executive Teamn Access Code: 6802847#

John Zych
Corporate Secretary
Ontario Power Authoﬁty

Suite 1600



120 Adelaide Street West
Toronto, ON M5H 1T1
416-969-6055

416-967-7474 Main telephone
416-967-1947 OPA Fax

416-416-324-5488 Personal Fax

John.Zych@powerauthority.on.ca <mailto:John.Zych@powerauthority.on.ca>

This e-mail message and any files transmitted with it are intended only for the named recipient(s) above and may contain
information that is privileged, confidential and/or exempt from disclosure under applicable law. If you are not the intended
recipient(s), any dissemination, distribution or copying of this e-mail message or any files transmitted with it is strictly prohibited. If
you have received this message in error or are not the named recipient(s), please notify the sender immediately and delete this e-mail

message,

This e-mail message and any files transmitted with it are intended only for the named recipient(s) above and may contain
information that is privileged, confidential and/or exempt from disclosure under applicable law. If you are not the intended
recipient(s), any dissemination, distribution or copying of this e-mail message or any files transmitted with it is strictly prohibited. If
you have received this message in error, or are not the named recipient(s), please notify the sender immediately and delete this e-mail

message.

<] - TCE Board Presentation 2 Aug 2011 v6.pptx>
<2 - Original TS.pdf>
<3 - Preferred TS.pdf>

<4 - Draft Arbitration Agreement FINAL12 JO.docx>
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Background:

» TCE served Crown with notice of proceedings against
the Crown in late April and clock started to tick on 60 day
period before TCE could commence litigation against
Government |

* Subsequently, TCE advised OPA counsel that they had

three core demands in order to agree to arbitration

» Scope of arbitration limited only to appropriate quantum of
damages

» Crown and OPA both parties to the arbitration

» No impact on ability of TCE to participate in future OPA
procurement processes

« Of these three, the limitation on scope of arbitration is by
far the most important from TCE's perspective

2 ONTARIO
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Background:

- OPA briefed Government on these issues and attempted
to develop a common approach with Government on
negotiating an arbitration agreement with TCE

- Issue was elevated in Government and Infrastructure
Ontario (“IO”) was asked to take a lead role in
negotiations

. 10 was able to get TCE to agree to hold off on
commencing litigation while discussions were pursued

3 ONTARIO *
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Proposed Deal - Key Elements
.

« Commercial Deal between OPG and TCE where TCE
leases Lennox facility and constructs new combined

cycle gas plant on Lennox site under PPA with OEFC
(the issues related to a gas plant at Lennox are
discussed in the Appendix)

« Provision also made for subsequent negotiations on .
potential joint venture between TCE and OPG on
conversion of Nanticoke to gas |

« If commercial deal not finalized by September 1, then
matters determined by way of binding arbitration in
accordance with the arbitration agreement

) ONTARIO
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Arbitration Agreement — Key Elements

 TCE, Crown and OPA are parties in arbitration

 Subject of arbitration agreement is focused on quantum
of damages

« OPA and Crown waive defences with respect to:

» EXxclusion of liability clauses in contract

» Any possibility that plant would have been unable to be built
because it did not receive all necessary approvals

» TCE releases OPA and Crown from any further claims

« Process for arbitration award to be paid through transfer

of an interest in an asset owned by the Crown or an
agency of the Crown

~+ No reference to other OPA procurement procesSes

5 ONTARIO”
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Arbitration Agreement - OPA Key Concerns
-

« What is value proposition for ratepayers? — how strong
are arguments that OPA could have made in litigation
but are precluded from making in arbitration?

 Who should pay arbitration award? — ratepayers or
taxpayers? |

* The turbines — are there opportunities to obtain
ratepayer value by providing for assignment of turbines

to successful bidder?

6 ONTARIO
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Arbitration Agreement — OPA Key Concerns B

W .

~« Characterization of October 7 letter — stated that OPA
~ terminated Oakville contract in this letter

« Scope of arbitration process — limits on arbitration
- process raises concern about ability to obtain mformatlon
from TCE

+ No acknowledgement may be made of the fact that
matter has gone to arbitration.

* The discovery process is limited.

7 | ONTARIO
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$16,800/MW-month

$12,500/MW-month

$14,822/MW-manth

NRR covers capital costs, financing working capital, returns, fixed monthly payment over life of
contract, Energy paid on a deemed dispaich basls, this ptant will operate less than 10% of the time.

Unknown Assumed 7.5% Cost of Equity, | TCE claimed “unleveraged” Unknown TCE can linancaflavarage how they want to increase NPV of project. We have assumed in second
alt equity project. dissount rate of 5.25% proposal what we believe that they would use.
20 Years + 20 Years + Wa balisve that TCE obtains all thelr value in the first 20 years. 10 Year Option is a “nice to have”
Optlon for 10-Yaar 25 Years 25 Years Option for 10-Year tener. Precedent for 25-year condract, — Portlands Energy Centre has optlon for additional five
Extension Extension years on the 20-year term.
LTEP indicates need for peaking generation in KWCG; need at least 450 MW of summer peaking
450 MW 500 Mw 481 MW 450 MW capaclly, Average of 500 MW provides additlonal system flaxibility and reduces NRR on per MW basis
Bl Lump Sum Payment of $37mm Amortize o:r;al'lfnssyears —ro | Amortize o:.:ai[!fr'lssyears —na Unknown 1$37MM to be audited by Ministry of Finance for substantiation and reasonableness
. . e Precedent — Portlands Energy Centre, Halton Hills, and NYR Peakfng Plant. Paid on a cost recovery
Payment m;dgman tothe Payment I%ﬁigmun tothe Payment In addition to the NRA Unknown basis, |.e. no opportunily to charge an addifional risk premium on top of active costs. TCE estimate is

15100MM + 20%.

Unknown but we infer from the)Our CAPEX based on Independent review by our Technical Expert and published information on other

$540mm $400mm $475 mm refarence to 8 ~§65 mm  Jsimitar generation facilities. We have increasad it by $75MM; howaver, cannot really substantiate why,
' difference that it Is $540 mm | Therafore, we are stiil proposing a target cost on GAPEX where Increases/decreases are shared,
Littte Visihiity Reasonable Reasonable Unknown TCE has given us limited insights Into their operallng expenses. Welhava used advice from our

technical censultant on reasonable OPEX estimates.

Asslstance/Protection from
mitigating Planning Act
approvals risk

We would approach
Government to provide
Pianning Act approvals

exomption.

No govemment assistance with
permitting and approvals
combined with a good faith
chligation to negotiate QOGS
campensation and sunk costs if
the K-W Peaking Plant doesn't
proceed because of permitting
issues.

TGE is willing to accept
permitting risk provided that it
has a right to (a) terminate tha
IReplacement Contract and (b}
receive a lump sum payment

far (I} sunk costs and (i)
financial value of the OGS
contract. This wolld apply to
any and all permits, not just
thosa Issued under the

Planning Act.

Privileged and Confidential ~ Prepared in Contemplation of Litigation

in the second counter-proposal lhe permitting risk Is entirely transferred to TCE; however, the promise
of finding compansation of OGS lost profits would continues uniil ancther option is found.
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Potential Outcomes

» The following graphic sets out several cases for litigation/
arbitration and settlement |

» TCE’s proposal to build the Replacement Project costs
the ratepayer more than our potentially worst case
scenario if the case were to go to litigation

~+ The cost of the OPA’s Second Counter-Proposal is close
to the worst case if the case were to go to litigation

’ ONTARIO/
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Financial Value of Potential Outcomes

Litigation - Worst Case '

I
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Cost to the Ontario Ratepayer ($millions)

ONTARIO

10 Privileged and Confidential - Prepared in Contemplation of Litigation POWER AUTHORITY




Appendix — System Planning and
Status of Lennox GS

g ONTARIO?
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OPG/TCE Potential Deal - System Planning

Considerations
X

« Continued operation of the current Lennox station at
current contracted terms is valuable to the system and
as such is part of the LTEP and IPSP.

* The Transmission system can accommodate adding
capacity on the Lennox site . Fuller assessment to be
developed once details are better known.

« The System will need capacity that has operating
flexibility: Low minimum loading, high ramp rates, and
frequent cycling capability. Any new addition should be
specified accordingly.

12 ONTARIO
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OPG/TCE Potentlal Deal - System Plannmg

considerations (continued) |

S

- It is too early to commit to adding large capacity at this

; time. LTEP/IPSP recommended waiting to at least 2012
to reassess needs. Weak demand could make additions
’mi - surplus for some time

UW -+ ltis higher value to the system to add capacity in

m; Cambridge. The alternative is 20 Km of 230 KV

I transmission from either Guelph or Kitchener

+ Adding new capacity will delay and reduce the need fdr
conversion of Nanticoke/ Lambton to natural gas.

« On Conversion of coal to gas : the only firm requirement
~at this time is for Thunder bay to be converted. |

13 ONTARIO
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Current Status of Lennox Contract and

Negoﬁaﬁons |

« Directive for OPA to enter into negotiations with OPG was issued on January
6, 2010

* Current Contract
— OPA essentially converted IESO RMR contract to OPA Contract for Lennox

— Lennox provides a cost to Ontario electricity customers with a reasonable balancing
of risk and reward including incentives for optimizing the facility operation

~ Contract was effective on the expiry of the most recent IESO RMR contract (October
1, 2009) and expired on December 31, 2010

— OPA renewed the contract with minor modifications in January 2011 (effective until
December 31, 2011)

« OPG would like a longer term contract (3 to 10 years) with OPA that provides
for capital projects including a CHP facility

« Based on the relatively low cost of exiremely flexible capacity associated with
Lennox, the OPA has been working with OPG to re-negotiate a new longer
term agreement for Lennox and would be willing to provide compensation for

capital projects but is doubtful about the CHP facility
» The re-negotiated contract is envisaged to be complete by November of 2011

ONTARIO
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'Appendix — SWGTA Procurement and Contract
(Summer 2008 to Spring 2011)
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Southwest Greater Toronto Area (SW GTA) Supply
]

« Need for generation identified in OPA’s proposed
Integrated Power System Plan (IPSP) submitted to OEB
in August 2007

« GTA has experienced robust growth and generation in
the area continues to be significantly less than the GTA

load

« Has resulted in heavy reliance on the Transmission
System and the ability of existing infrastructure to service
this area |

« Expected to fall short by 2015 or sooner

16 | ONTARIO
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Southwest Greater Toronto Area (SW GTA) Supply

- In addition to aggressive conservation efforts the OPA
has identified the need for new electricity generation in
this area | |

* New electricity generation will:

— Support coal-fired generation replacement by 2014
— Provide system supply adequacy

— Address reliability issues such as local supply and voltage
support

— Defer Transmission needs in the Western GTA

7 ONTARIO/
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OPA Procurement Process - Ministry Directive
e

« Ministry of Energy issued Directive to OPA in August
2008 to:
— Competitively procure
— Combined-cycle, natural gas-fired electricity generation
facility
— Rated capacity up to ~850 MW
— In-service date not later than December 31, 2013

— Connected to the 230 kV Transmission System corridor
between the Oakville Transformer Station in Oakville to the
Manby Transformer Station in Etobicoke

— Not to be located at the former Lakeview Generating
Station site in Mississauga

18 ONTARIO 7
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OPA Procurement Process - RFQ & RFP

1. Request for Qualifications
— Released October 2008
— 9 Qualification Submissions were received
— Short-list of 4 Qualified Applicants representmg 7 proposed

projects resulted

2. Request for Proposals

Released February 2009
4 Proposals from 4 Proponents were received

Proposals evaluated on Completeness; Mandatory
Requirements; Rated Criteria and Economic Bid

Project with lowest Adjusted Evaluated Cost selected

" ONTARIO
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Procurement Process - Contract
|

« SW GTA Contract based on Clean Energy Supply (CES)
Contract

— 20 year term
— Contract-for-Differences based on Deemed Dispatch logic:
« Generator guaranteed Net Revenue Requirement (NRR)

« Market Revenues < NRR = Payment from OPA
» Market Revenues > NRR = Payment from Generator

* TransCanada Energy Ltd. (“TCE") was the successful
proponent in the RFP and was awarded SW GTA CES
Contract on October 2009

9 ONTARIO
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Opposition to Gas-Fired Generation
* Procurement process fraught' with local opposition

« Town of Oakville passed several by-laws:

— Interim control of power generation facilities on certain landsin
“the Town of Oakville (2009-065)

— Town of Oakville Official Plan Livable Oakville (2009-112)
— Health Protection and Air Quality By-law (2010-035)

— Amendment to the Official Plan of the Oakville Planning Area
(Power Generation Facilities) (2010-151)

— Amend the Comprehensive Zoning By-law 1984-63 to make
modifications for power generation facilities (2010-152)

— Amend the North Oakville Zoning By-law 2009-189 to make
modifications for power generation facilities (2010-153)

Privileged and Confidential - Prepared in Contemplation of Litigation POWER AUTHORITY




Opposition to Gas-Fired Generation
|

* Town of Oakville rejected TCE's:
— Site plan application
— Application for minor variances |

* Mississauga Mayor Hazel McCallion publically opposed
project

» Liberal MPP Kevin Flynn publically opposed project

» CA4CA (Citizens For Clean Air) is a non-profit Oakville
organization opposed to locating power plants close to

homes and schools. Frank Clegg is the Chairman and
Director and former President of Microsoft Canada

> ONTARIO 7
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Government Cancellation

* QOctober 7, 2010 Energy Minister Brad Duguid, along with
Oakville Liberal MPP Kevin Flynn, announced the

Oakville power plant was not moving forward

* OPA provided TCE with letter, dated 7 October 2010,
that stated “The OPA will not proceed with the Contract.
As a result of this, the OPA acknowledges that you are
entitled to your reasonable damages from the OPA,
including the anticipated financial value of the Contract.”

« OPA Contract contains an Exclusion of Consequential
Damages clause (including loss of profits)

: oNTARIOf
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Termination Negotiatiohs
|

« Subsequent to the announcement of the cancellation of
the Oakville GS project the OPA and TCE entered into
negotiation to terminate the contract on mutually

acceptable terms.

* These discussions began in October 2010 and continued
until April 2011.

. All these discussions we on a confidential and without
prejudice basis.

o ONTARIO
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TCEA' Initial Concérns

TCE identified 3 immediate concerns:

1.

Securities regulations requires TCE to report a write-

down on the project if out-of-pocket costs not resolved by -
year-end (~$37 MM) |

Handling of Mitsubishi (MPS Canada, Inc.) gas turbine

order ($210 MM)
Financial value of OGS

Privileged and Confidential - Prepared in Contemplation of Litigation PWMHOW:*' _'




Confidentiality Agreement

« All OPA and TCE discussions related to the termination
of the contract have occurred on a “without prejudice”

basis.

« Oct. 81" OPA and TCE entered into Confidentiality
Agreement to ensure certain communications remain
confidential, without prejudice and subject to settlement
privilege.

» This agreement has a term of five years.

N ONTARIO
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MOU

« TCE’s Treasury Department needed documentation from
the OPA stating there was a replacement projectto

which the OGS’s out-of-pocket costs could be applied to
avoid having to write them off at year-end

« MOU executed December 21, 2010:
— Potential Project site identified for Cambridge

— Potential Project will utilize the gas turbines sourced for
OGS -

' — OPA & TCE agree to work together in good faith to |
negotiate a Definitive Agreement for the Potential Project
— Potential Project to be gas-fired peaking generation plant :
— Expired June 30, 2011 -

2 ONTARIO 7
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Replacement Project
e
* It was determined that the replacement project would be a

gas-fired peaking generation (i.e. simple cycle) plant with a
contract capacity of 400 - 450 MW

« TCE owns a site in Cambridge (Eagle St.) but close to
schools and residential areas

« TCE identified the Boxwood Industrial Park in Cambridge as
its preferred site

- » TCE has had preliminary discussions with the City of
Cambridge and they seem to be a willing host

« C4CA has commenced a letter writing campaign against the
replacement project

» The 2 Mitsubishi M501GAC gas turbines purchased for OGS
will be repurposed for the replacement project
s ONTARIO
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A -

Replacement Project Negotiations

« Negotiations focused on the following issues: ”
— Capital costs of Replacement Project
— Financial value of OGS
— Disposition of Mitsubishi gas turbines

— Proper allocation of project risk, i.e., who bears the
-approvals and permitting risk for the Replacement Project.

» The negotiations were premised on the financial value of

OGS being “built” into the return that TCE would get from
the Replacement Project.

N ONTARIO/
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OPA Analysis
-

» OPA undertook a detailed analysis of the Replacement
Project.

« Third party technical and financial consultants were hired
to support this effort.

« The OPA believes that TCE’s projected capital
expenditure for the Replacement Project is far too high.

 TCE estimated that the CAPEX was on the order of $540
million. Our estimate is $375 million.

30 | ONTARIO
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Fundamental Disagreement - Value of OGS

. TCE has claimed that the financial value of the OGS
contract is $500 million.

« TCE presented a project pro forma for the OGS bid into
the SWGTA RFP.

+ The model shows a NPV of after-tax cash flows of $503
million. |

» |t also shows a discount rate of 5.25% for discounting
the cash flows — TCE’s purported unlevered costof -
equity. o
3 ONTARIO /
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Residual Value of the OGS |
S

« The $503 million NPV is calculated over the thirty year
life of the project, whereas the contract has a 20-year
term. |

. Cash flows over the term of the contract amount to $262
million. Almost half of the claimed value of OGS comes
from a very speculative residual value.

« TCE maintains that the residual value of the OGS after
the expiry of the term was high because it would get a
replacement contract. We disagree with this assertion.

32 - ONTARIO
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TCE Current Position on OGS Financial Value

* In February 2011 TCE revised its initial position on the
residual value of the OGS.

« |t stated that the residual cash flows ought to be
discounted at 8%, which would yield a OGS NPV of
$385 million and not the earlier claimed $503 million.

« Our independent expert believed that the NPV of OGS
could be on the order of $100 million. Given the
problems in developing OGS the value is likely much
lower. |

5 - ONTARIO#
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Aleksandar Kojic

From: Michae! Killeavy

Sent: August 3, 2011 8:22 AM

To: JoAnne Butler

Subject: RE: Confidential - TCE and Lennox

Simply put, if we've a 458 MW peaking plant that runs 5% of the time, the annual energy
generated is 450 MW * 24h/day * 364 days/year * 5% or about 200,008 MWh. The annual cost of
imports avoided would be the cost/MWh of the imports by this annual energy figure. The cost
of imports is HOEP + Houlrly Uplift Charge.

If the Hourly Uplift Charge is $2.00/MWh and average HOEP is $35/MWh, the avoided cost of
imported power is 26@,eee¢ Mwh * ($35/MWh + $2/Mwh) or $7.4 million a year. Over a 28-year
term, the present value of this avoided cost is about $86 million.

Michael Killeavy, LL.B., MBA, P.Eng.
Director, Contract Management
Ontario Power Authority

128 Adelaide Street West, Suite 1600
Toronto, Ontario

MSH 1T

416-969-6288

416-520-9788 (CELL)

416-967-1947 (FAX)

————— Original Message-----

From: JoAnne Butler

Sent: August 3, 2811 8:84 AM

To: Michael Killeavy; Michael Lyle; Amir Shalaby
Subject: Re: Confidential - TCE and Lennox

Can we discuss response at ETM?

----- Original Message -----

From: Michael Killeavy

Sent: Wednesday, August @3, 2@11 ©7:44 AM
To: Michael Lyle :

Cc: JoAnne Butler

Subject: Re: Confidential - TCE and Lennox

Based on TCE's position in the negotiations, the all-in cost of the K-W peaker in terms of
CAPEX, sunk costs, financial value of OGS is more expensive than our worst -outcome under
litigation - in the litigation scenario we'd forego CAPEX outlays.

I'11 have to.think about Jim's question/comment some more. "There is value in having a
. peaking plant, I suppose. Amir will need to weigh in, though. Is the value perhaps the
avoided cost of imported power?

Michael Killeavy, LL.B., MBA, P.Eng.
Director, Contract Management



Ontario Power Authority

120 Adelaide St. West, Suite 1660
Toronto, Ontario, M5H 1T1
416-969-6288 (office)

416-969-6071 (fax)

416-5208-9788 (cell)
Michael.killeavy@powerauthority.on.ca

----- Origipal Message -----

From: Michael Lyle

Sent: Wednesday, August 03, 2011 ©7:39 AM
To: Michael Killeavy

Subject: Fw: Confidential - TCE and Lennox

Do you want to address this?

----- Original Message -----

From: James Hinds [mailto:jim hinds@irish-line.com]
Sent: Wednesday, August ©3, 2011 97:38 AM

To: Michael Lyle; Amir Shalaby; JoAnne Butler

Cc: Colin Andersen :
Subject: Confidential - TCE and Lennox

Folks,

As I am plowing through the slide deck, I was struck by the two statements on Slide 9, namely
that Replacement Projects might cost the ratepayer more than our worst case scenario in the
event that it were to go to litigation.

Mathematically true, but not the full story and not an accurate reading of where we find
ourselves right now.

If it were to go to litigation and if the ratepayer is assumed to bear the full burden of the
outcome, the ratepayer gets no electrons. If a Replacement Project is done, the ratepayer
gets electrons. We should be biased towards some form of Replacement Project.

When we were in negotiations with TCE about a KW peaker, we tried to establish parameters
whereby we could accommodate TCE's costs on the cancelled 945MW Oakville combined cycle plant
within the envelope of a 500MW peaker. Slides 8 and 18, previously seen by the Board. We
established an "out edge" of this envelope in respect of a peaker; this was not acceptable to
TCE.

When IO took over negotiations, they changed the envelope to Lennox, an antiquated 2,100MW
baseload dual fuel plant and Nantikoke, a 4,400MW coal-to-gas conversion opportunity. On the
face of it, it makes more sense that TCE's demands can be accommodated by folding in the

business proposition of a 945MW combined cycle plant into either of these alternative sites.

The question isn't just "cost to the ratepayer™ - it is "value to the ratepayer”.

Let's focus on Lennox. Since 2006, Lennox has been running on a yearly contract which
presently costs the ratepayer $110MM per year. And for what? What is its capacity
utilization? The only time I've seen it running recently was once during the heat spell this
past July. It is my understanding that OPG has written the plant off to zero and has filed
notice to close it; the only reason it is still running is the must-run contract. Absent the
TCE discussion, we were wanting to extend the contract on Lennox for three to ten years. What

2



is the NPV of that contract extension - $300MM to $900MM by a quick calculation. What value
does running Lennox this way create for the ratepayer?

If the proposed Lennox rebuild eliminates some or all of those costs currently borne by the
ratepayer, isn't that a source of ratepayer value?

My point is that the real question here is this: what is the value for ratepayer of Lennox as
presently run and Lennox reconfigured with the Oakville turbines? Costs to the ratepayer
under the latter will probably be higher, but the question is the value to the ratepayer.

need to have a more practical and flnanC1a11y articulate position before we engage in thls
discussion this afternoon.

Jim Hinds
(416) 524-6949




Aleksandar Kojic

From: .. Michael Killeavy .

Sent: August 3, 2011 8:24 AM
To: ' Kevin Dick .
Subject: _ FW: Confidential - TCE and Lennox

Please see below. It deals with Lennox.

Michael Killeavy, LL.B., MBA, P.Eng.
Director, Contract Management
Ontario Power Authority

120 Adelaide Street West, Suite 1600
Toronto, Ontario

M5H 1T1

416-969-6288

416-529-9788 (CELL)

416-967-1947 (FAX)

----- Original Message-----

From: Michael Lyle

Sent: August 3, 2011 7:39 AM

To: Michael Killeavy

Subject: Fw: Confidential - TCE and Lennox

Do you want to address this?

----- Original Message -----

From: James Hinds [mailto:jim hinds@irish-line,com]
Sent: Wednesday, August @3, 2011 07:38 AM

To: Michael Lyle; Amir Shalaby; JoAnne Butler

Cc: Colin Andersen

Subject: Confidential - TCE and Lennox

Folks,

As I am plowing through the slide deck, I was struck by the two statements on 5lide 9, namely
that Replacement Projects might cost the ratepayer more than our worst case scenario in the
event that it were to go to litigation.

Mathematically true, but not the full story and not an accurate reading of where we find
ourselves right now.

If it were to go to litigation and if the ratepayer is assumed to bear the full burden of the
outcome, the ratepayer gets no electrons. If a Replacement Project is done, the ratepayer
gets electrons. We should be biased towards some form of Replacement Project.

When we were in negotiations with TCE about a KW peaker, we tried to establish parameters
whereby we could accommodate TCE's costs on the cancelled 945MW Oakville combined cycle plant
within the envelope of a 588MW peaker. Slides 8 and 18, previously seen by the Board. We
established an "out edge" of this envelope in respect of a peaker; this was not acceptable to

TCE.
1



When I0 tock over negotiations, they changed the envelope to Lennox, an antiquated 2,100MW
baseload dual fuel plant and Nantikoke, a 4,400MW coal-to-gas conversion opportunity. On the
face of it, it makes more sense that TCE's demands can be accommodated by folding in the

business proposition of a 945MW combined cycle plant into either of these alternative sites.

The question isn't just "cost to the ratepayer" - it is "value to the ratepayer”.

Let's focus on Lennox. Since 2006, Lennox has been running on a yearly contract which
presently costs the ratepayer $118MM per year. And for what? What is its capacity
utilization? The only time I've seen it running recently was once during the heat spell this
past July. It is my understanding that OPG has written the plant off to zero and has filed
notice to close it; the only reason it is still running is the must-run contract. Absent the
TCE discussion, we were wanting to extend the contract on Lennox for three to ten years. What
is the NPV of that contract extension - $300MM to $900MM by a quick calculation. What value
does running Lennox this way create for the ratepayer?

If the proposed Lennox rebuild eliminates some or all of those costs currently borne by the
ratepayer, isn't that a source of ratepayer value?

My point is that the real question here is this: what is the value for ratepayer of Lennox as
presently run and Lennox reconfigured with the Oakville turbines? Costs to the ratepayer
under the latter will probably be higher, but the question is the value to the ratepayer. We
need to have a more practical and financially articulate position before we engage in this
discussion this afternoon.

Jim Hinds
{416) 524-6949



Aleksandar Kojic

From: ...  Michael Killeavy

Sent: _ August 3, 2011 10:41 AM
To: - 'Sebastiano, Rocco'
Subject: RE: IO Deal - Arbitration ...

Thank you Rocco. Sorry to jam you.

Michael Killeavy, LL.B., MBA, P.Eng.
Director, Contract Management
Ontario Power Authority

120 Adelaide Street West, Suite 1608
Toronto, Ontario

M5H 1T1

416-969-6288

416-520-9788 (CELL)

416-967-1947 (FAX)

----- Original Message-----

From: Sebastiano, Rocco [mailto:RSebastianofosler.com]
Sent: August 3, 2011 18:48 AM

To: Michael Killeavy

Subject: RE: IO Deal - Arbitration ...

I will try to get an answer to this question before our internal 3 pm meeting with Mike Lyle.

----- Original Message-----

From: Michael Killeavy [mailto:Michael.Killeavy@powerauthority.on.cal
Sent: Wednesday, August 83, 2011 16:20 AM

To: Sebastiano, Rocco

Subject: I0 Deal - Arbitration ...

Can you please ask a securities law partner whether or not TCE will need teo disclose the fact
that it's entered into an arbitration with the OPA and/or Crown?

I understand we're meeting today. If you could have an answer today it would be helpful for
the Board meeting.

Michael Killeavy, LL.B., MBA, P.Eng.
Director, Contract Management
Ontario Power Authority

126 Adelaide St. West, Suite 16680
Toronto, Ontario, MSH 1T1
416-969-6288 (office)

416-969-6071 (fax)

416-520-9788 (cell)

Michael . killeavy@powerauthority.on.ca




This e-mail message and any files transmitted with it are intended only for the named
recipient(s) above and may contain information that is privileged, confidential and/or exempt
from disclosure under applicable law. If you are not the intended recipient(s), any
dissemination, distribution or copying of this e-mail message or any files transmitted with
it is strictly prohibited.

If you have received this message in error, or are not the named recipient(s), please notify
the sender immediately and delete this e-mail message.
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This e-mail message is privileged, confidential and subject to copyright. Any unauthorized
use or disclosure is prohibited.

Le contenu du présent courriel est privilégié, confidentiel et soumis & des droits d'auteur.
Il est interdit de l'utiliser ou de le divulguer sans autorisation.

st sk ok o o o ook sk s ok 3 o b o o e ok o ke ok ke o 38 o6 ok ofe o e o ok ok ok o ok sk ke o ok ok ol ok ok ok ok e e ok e ol e ok ke o o ol o ke o o ok o 3 oK ok o K



Aleksandar Kojic

From: Sebastiano, Rocco [RSebastianc@osler.com]
~ Sent: August 3, 2011 10:40 AM

To: Michael Killeavy

Subject: RE: 1O Deal - Arbitration ...

I will try to get an answer to this question before our internal 3 pm meeting with Mike Lyle.

————— Original Message-~---

From: Michael Killeavy [mailto:Michael.Killeavy@powerauthority.on.cal
Sent: Wednesday, August 63, 2011 10:20 AM

To: Sebastiano, Rocco

Subject: I0 Deal - Arbitration ...

Can you please ask a securities law partner whether or not TCE will need to disclose the fact
that it's entered into an arbitration with the OPA and/or Crown?

I understand we're meeting today. If you could have an answer today it would be helpful for
the Board meeting.

Michael Killeavy, LL.B., MBA, P.Eng.
Director, Contract Management
Ontaric Power Authority

120 Adelaide St. West, Suite 1600
Toronto, Ontario, M5H 1T1
416-969-6288 (office)

416-969-6871 (fax)

416-520-9788 (cell)
Michael.killeavy@powerauthority.on.ca

This e-mail message and any files transmitted with it are intended only for the named
recipient(s) above and may contain information that is privileged, confidential and/or exempt
from disclosure under applicable law. If you are not the intended recipient(s}, any
dissemination, distribution or copying of this e-mail message or any files transmitted with

it is strictly prohibited.

If you have received this message in error, or are not the named recipient(s), please notify
the sender immediately and delete this e-mail message.
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This e-mail message is privileged, confidential and subject to copyright. Any unauthorized
use or disclosure is prohibited.

Le contenu du présent courriel est privilégié, confidentiel et soumis a des droits d'auteur.
Il est interdit de l'utiliser ou de le divulguer sans autorisation.
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Aleksandar Kojic

From: Michael Killeavy

Sent: August 4, 2011 8:17 AM

To: Michael Lyle; Colin Andersen; JoAnne Butler; Breit Baker
Subject: RE: TCE

Attachments: arbagreementnewclauses-MK Comments.docx
Importance: High

| have a few minor suggestions in the attached mark-up.

Michael Killeavy, LL.B., MBA, P.Eng.
Director, Contract Management
Ontario Power Authority

120 Adelaide Street West, Suite 1600
Toronto, Ontario

M5H 171

416-969-6288

416-520-9788 (CELL)

416-967-1947 (FAX)

From: Michael Lyle

Sent: August 3, 2011 10:54 PM

To: Colin Andersen; JoAnne Butler; Michael Killeavy; Brett Baker
Subject: TCE

See attached proposed clauses for the arbitration agreement developed by Oslers.

Michael Lyle

General Counsel and Vice President
L.egal, Aboriginal & Regulatory Affairs
Ontario Power Authority

120 Adelaide Street West, Suite 1600
Toronto, Ontario, M5H 1T1

Direct: 416-969-6035

Fax: 416.969.6383

Email: michael lyle@powerauthority.on.ca

This e-mail message and any files transmitted with it are intended only for the named recipient(s} above and may contain information that is privileged, confidential
and/or exempt from disclosure under applicable law. [f you are not the intended recipient(s), any dissemination, distribution or copying of this e-mail message or
any files fransmitted with it is striclly prohibited. If you have received this message in error, ar are not the named recipient(s), please notify the sender immediately

and delete this e-mail message



Proposed New Clauses for the Draft Arbitration Agreement
Section 4.3(d)

(d)  The Parties agree that the waiver of defences relating to Section 14.1 of the CES Contract
set out in this Arbitration Agreement is intended to apply to the determination of TCE’s
reasonable damages associated with the anticipated financial value of the CES Contract (such as
loss of profits under the CES Contract), but is not intended to apply to other special, indirect,
incidental, punitive, exemplary or consequential damages (such as loss of revenues not
contemplated by the CES Contract).

Section 4.7 Gas Turbines

The Parties acknowledge that TCE has entered into an equipment supply contract (as amended,
the “Equipment Supply Contract”) with MPS Canada, Inc. (“MPS*) dated July 7, 2009, for the
purchase of two M501GAC gas turbines, which were subsequently modified to include “fast
start” capability (the “Gas Turbines™).

(a) TCE shall mitigate any damages it may suffer in connection with the Gas Turbines
resulting from the cancellation of the OGS, by assigning, selling or otherwise disposing of the
Gas Turbines or assigning or amending the Equipment Supply Contract (“Proposed Gas Turbine
Mitigation Measures™).

(b) After all material details relating to a Proposed Gas Turbine Mitigation Measureg have
been finalized, and prior to the commencement of the Arbitration Hearing, TCE shall provide the
OPA with a detailed explanation of such Proposed Gas Turbine Mitigation Measures. For a
period of [90 days] after the OPA has received such explanation, the OPA (or a third party to be
designated by the OPA) shall have the right to take an assignment of the Equipment Supply
Contract in exchange for paying to TCE an amount equal to all amounts paid by TCE to MPS
pursuant to the Equipment Supply Contract and assuming any remaining obligations TCE has
under the Equipment Supply Contract. Such right of assignment shall only be conditional on
MPS’s consent in accordance with the terms of the Equipment Supply Contract, and TCE shall,
at the OPA’s expense, provide all reasonable assistance to the OPA (or the third party so
designated by the OPA, if applicable) in securing such consent from MPS.

(¢)  If the OPA does not exercise the right set out in Section 4.7(b), TCE may proceed with
the Proposed Gas Turbine Mitigation Measures in accordance with its obligation set out in

Section 4.7(a).
Section 7.5 Split of Final Award between Respondents

Notwithstanding any finding of liability as between the Respondents which may be determined
by the Arbitrator in the Final Award [or interim final award], except where the Final Award [or
interim final award] is satisfied by the transfer of an asset of Equivalent Value, the Respondents
agree that the liability for payment of the Final Award [or interim final award] shall be split
equally between the Respondents-



Aleksandar Kojic

From: Michael Lyle

Sent: August 4, 2011 9:11 PM

To: 'Sebastiano, Rocco'; Michael! Killeavy
Subject: TCE

Not surprisingly, TCE has stated that it does not like either of the changes to limit their damages to exclude other
financial loss arising outside the contract or the option for the turbines. On the first issue, they asserted they were being
“nicke! and dimed”. Do we have any sense of what might be the potential additional damages from ancillary services
income etc ? Of course, we are on a crazy deadline. TCE has threatened to “do something” if we have not all signed the
arbitration agreement by 2 tomorrow.

Michael Lyle

General Counsel and Vice President
Legal, Aboriginal & Regulatory Affairs
Ontario Power Authority

120 Adelaide Street West, Suite 1600
Toronto, Ontario, M5H 1T1

Direct. 416-969-8035

Fax; 416.969.6383

Email: michael.lyle@powerauthority.on.ca

This e-mail message and any files transmitted with it are intended only for the named recipient(s) above and may contain information that is privileged, confidential
and/or exempt from disclosure under applicable law. If you are not the intended recipient(s}, any dissemination, distribution or copying of this e-mail message or
any files transmitted with it is strictly prohibited. If you have received this message in error, or are not the named recipient(s), please notify the sender immediately
and delete this e-mail message



Aleksandar Kojic

From: Michael Killeavy

Sent: August 4, 2011 9:19 PM

To: Michae! Lyle; 'RSebastiano@osler.com’
Subject: Re: TCE

I'm not sure about what ancillary services would be worth. I'll do some number crunching tomorrow. Thank you for the
update.

Michael Killeavy, LL.B., MBA, P.Eng.
Director, Contract Management
Ontario Power Authority

120 Adelaide St. West, Suite 1600
Toronto, Ontario, M5H 1T1
416-969-6288 (office)

416-969-6071 (fax)

416-520-9788 (cell)

Michael.killeavy @powerauthority.on.ca

From: Michael Lyle

Sent: Thursday, August 04, 2011 09:11 PM

To: 'Sebastiano, Rocco' <RSebastiano@osler.com>; Michael Killeavy
Subject: TCE

Not surprisingly, TCE has stated that it does not like either of the changes to limit their damages to exclude other
financial loss arising outside the contract or the option for the turbines. On the first issue, they asserted they were being
“nickel and dimed”. Do we have any sense of what might be the potential additional damages frem anciflary services
income etc 7 Of course, we are on a crazy deadline. TCE has threatened to “do something” if we have not all signed the

arbitration agreement by 2 tomorrow.

Michael Lyle

General Counsel and Vice President
Legal, Aboriginal & Regulatory Affairs
Ontario Power Authority

120 Adelaide Street West, Suite 1600
Toronto, Ontario, M5H 1T1

Direct: 416-969-6035

Fax: 416.969.6383

Email: michael.lyle@powerauthority.on.ca

This e-mail message and any files transmitted with it are intended only for the named recipient(s) above and may contain information that is privileged, confidential
and/or exempt from disclosure under applicable law. If you are not the intended recipient(s), any dissemination, distribution or copying of this e-mail message or
any files transmitted with it is strictly prohibited. If you have received this message in error, or are not the named recipient(s), please notify the sender immediately

and delete this e-mail message



Aleksandar Kojic =

From: - Sebastiano, Rocco [RSebastiano@osler.com]

Sent: August 5, 2011 1:51 AM
To: : Michael Lyle; Michael Killeavy

Subject: Re: TCE

Perhaps Kevin Dick could do a rough cut of the value of OR. As for other possible claims for lost revenue outside of the
CES Contract, considering GEC is claiming $10 million/yr for MR356 for a comparably-sized facility, | could imagine a

* situation where TCE's claim includes a significant amount on account of GCGs, in the millions of dollars per year. Also,
PEC advised that as a resuit of MR356, they had lost in excess of $1 million in revenue since the introduction of the rule
18 months ago and that plant's economics are more generous to the Supplier than OGS.

Bottom-line here is that there are other sources of revenues from the IESO markets which are not contemplated in the
CES Contract and which would have generated in excess of $1 million per year in actual net revenue to OGS. This does
not amount to nickels and dimes, rather tens of millions of dollars. TCE is not coming clean on this issue in my
estimation.

Regarding the turbine issue, as | indicated to the OPA board, this is a potential liability in the order of $100 million which
according to the agreed spiit on damages between the OPA and the Province {as per the draft side [etter} would fall into
the damages category for which the OPA would be on the hook. Maybe that's why the Province is not as concerned
about the damages flowing from the turbines as we are.

| would hope that the Province would take a careful approach on these issues. At this stage, TCE is not going to pull the
trigger and jeopardize the only leverage they have because once they issue their claim in court, their leverage is gone.
This is why it is unfortunate that the OPA is not at the negotiating table with TCE... Sorry, | know that | am preaching to
the converted...

Rocco

From: Michael Lyle [mailto:Michael.Lyle@powerauthority.on.ca]

Sent: Thursday, August 04, 2011 09:11 PM

To: Sebastiano, Rocco; Michael Killeavy <Michael.Killeavy@powerauthority.on.ca>
Subject: TCE

Not surprisingly, TCE has stated that it does not like either of the changes to limit their damages to exclude other
financial loss arising outside the contract or the option for the turbines. On the first issue, they asserted they were being
“nickel and dimedd. Do we have any sense of what might be the potential additional damages from ancillary services
income etc ? Of course, we are on a crazy deadline. TCE has threatened to “do somethingR if we have not all signed the
arbitraticn agreement by 2 tomorrow.

Michael Lyle

General Counsel and Vice President
Legal, Aboriginal & Regulatory Affairs
Ontario Power Authority

120 Adelaide Street West, Suite 1600
Toronto, Ontario, M5H 1T1

Direct: 416-969-6035

Fax: 416.969.6383

Email: michael.lyle@powerautherity.on.ca




This e-mail message and any files transmitted with it are intended only for the named recipient(s) above and may contain information that is privileged, confidential
and/or exemnpt from disclesure under applicable law. If you are not the intended recipient(s), any dissemination, distribution or copying of this e-mail message or
any files transmitted with it is strictly prohibited. f you have received this message in grror, or are not the named recipient(s), please notify the sender immediately
and delete this e-mail message

1, Breater Toronto's
Top Employers
:

This e-mail message and any files transmitted with it are intended only for the named recipient(s) above and may contain information that is
privileged, confidential and/or exempt from disciosure under applicable law. If you are not the intended recipient(s), any dissemination,
distribution or copying of this e-mail message or any files transmitted with it is strictly prohibited. If you have received this message in error,
or are not the named recipient(s), please notify the sender immediately and delete this e-mail message.
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Aleksandar Kojic

From: Sebastiano, Rocco [RSebastiano@osler.com]

Sent: " " August 5, 2011 1:51 AM
To: Michael Lyle; Michael Killeavy
Subject: Re: TCE

Perhaps Kevin Dick could do a rough cut of the value of OR. As for other possible claims for lost revenue outside of the
CES Contract, considering GEC is claiming $10 million/yr for MR356 for a comparably-sized facility, [ could imagine a
situation where TCE's claim includes a significant amount on account of GCGs, in the millions of dollars per year. Also,
PEC advised that as a resuit of MR356, they had lost in excess of $1 million in revenue since the introduction of the rule
18 months ago and that plant's economics are more generous to the Supplier than OGS.

Bottom-line here is that there are other sources of revenues from the IESO markets which are not contemplated in the
CES Contract and which would have generated in excess of $1 million per year in actual net revenue to OGS. This does
not amount to nickels and dimes, rat‘her tens of millions of dollars. TCE is not coming clean on this issue in my
estimation.

Regarding the turbine issue, as | indicated to the OPA board, this is a potential liability in the order of $100 million which
according to the agreed split on damages between the OPA and the Province (as per the draft side letter) would fall into
the damages category for which the OPA would be on the hook. Maybe that's why the Province is not as concerned
about the damages flowing from the turbines as we are.

| would hope that the Province would take a careful approach on these issues. At this stage, TCE is not going to pull the
trigger and jeopardize the only leverage they have because once they issue their claim in court, their leverage is gone.
This is why it is unfortunate that the OPA is not at the negotiating table with TCE... Sorry, | know that | am preaching to
the converted...

Rocco

From: Michael Lyle [mailto:Michael.Lyle@powerauthority.on.ca]
Sent: Thursday, August 04, 2011 09:11 PM
To: Sebastiano, Rocco; Michael Killeavy <Michael.Killeavy@powerauthority.on.ca>

Subject: TCE

Not surprisingly, TCE has stated that it does not like either of the changes to limit their damages to exclude other
financial loss arising outside the contract or the option for the turbines. On the first issue, they asserted they were being
“nickel and dimed®. Do we have any sense of what might be the potential additional damages from ancillary services
income etc ? Of course, we are on a crazy deadline. TCE has threatened to “do something@ if we have not all signed the
arbitration agreement by 2 tomorrow.

Michael Lyle

General Counsel and Vice President
Legal, Aboriginal & Regulatory Affairs
Ontario Power Authority

120 Adelaide Street West, Suite 1600
Toronto, Ontario, M5H 1T+1

Direct: 416-269-6035

Fax: 416.969.6383

Email: michael.lyle@powerauthority.on.ca




This e-mail message and any files transmitted with it are intended only for the named recipient(s) above and may contain information that is privileged, confidential
and/or exempt from disclosure under applicable faw. If you are not the iniended recipient(s), any dissémination, distribution or copying of this e-mail message or
any files transmitted with it is strictly prohibited. If you have recaived this message in error, or are not the named recipient(s), please notify the sender immediately
and delete this e-mail message

This e-mail message and any files transmitted with it are intended only for the named recipient(s) above and may contain information that is
privileged, confidential and/or exempt from disclosure under applicable law. If you are not the intended recipient(s), any dissemination,
distribution or copying of this e-mail message or any files transmitted with it is strictly prohibited. If you have received this message in error,
or are not the named recipient(s), please notify the sender immediately and delete this e-mail message. -

This e-mail message is privileged, confidential and subject to
copyright. Any unauthorized use or disclosure is prohibited.

Le contenu du prsertt courriel est privilgi, confidentiel et
soumis des droits d'auteur, Il est interdit de l'utiliser ou
de le divulguer sans autorisation.




Aleksandar Kojic

From: Michael Killeavy

Sent: August 5, 2011 4:32 AM
To: 'RSebastiano@osler.com’; Michael Lyle
Subject: "Re: TCE ' '

Thank. | agree with you. I'l werk on OR this morning.

Michael Killeavy, LL.B., MBA, P.Eng.
Director, Contract Management
Ontario Power Authority

120 Adelaide S$t. West, Suite 1600
Toronto, Ontario, M5H 1T1
416-969-6288 {affice)

416-969-6071 {fax)

416-520-9788 (cell)
Michael.killeavy@powerauthority.on.ca

From: Sebastiano, Rocco [mailto:RSebastiano@osler.com]
Sent: Friday, August 05, 2011 01:50 AM

To: Michael Lyle; Michael Killeavy
Subject: Re: TCE

Perhaps Kevin Dick couid do a rough cut of the value of OR. As for other possible claims for lost revenue outside of the
CES Contract, considering GEC is claiming $10 million/yr for MR356 for a comparably-sized facility, | could imagine a
situation where TCE's claim includes a significant amount on account of GCGs, in the millions of dollars per year. Also,
PEC advised that as a result of MR356, they had lost in excess of $1 million in revenue since the introduction of the rule
18 months ago and that plant's economics are more generous to the Supplier than OGS.

Bottom-line here is that there are other sources of revenues from the IESO markets which are not contemplated in the
CES Contract and which would have generated in excess of $1 million per year in actual net revenue to OGS. This does
not amount to nickels and dimes, rather tens of millions of dollars. TCE is not coming clean on this issue in my
estimation.

Regarding the turbine issue, as | indicated to the OPA board, this is a potential liability in the order of $100 million which
according to the agreed split on damages between the OPA and the Province (as per the draft side letter) would fall into
the damages category for which the OPA would be on the hook. Maybe that's why the Province is not as concerned
about the damages flowing from the turbines as we are.

| would hope that the Province would take a careful approach on these issues. At this stage, TCE is not going to pull the
trigger and jeopardize the only leverage they have because once they issue their claim in court, their leverage is gone.
This is why it is unfortunate that the OPA is not at the negotiating table with TCE... Sorry, | know that | am preaching to

the converted...

Rocco



From: Michael Lyle [mailto:Michael.L yle@powerauthority.on.ca
Sent: Thursday, August 04, 2011 09:11 PM

To: Sebastiano, Rocco; Michael Killeavy <Michael Killeavy@powerauthority.on.ca>
Subject: TCE

Not surprisingly, TCE has stated that it does not like either of the changes to limit their damages to exclude other
financial loss arising outside the contract or the option for the turbines. On the first issue, they asserted they were being
“nickel and dimed@. Do we have any sense of what might be the potential additional damages from ancillary services
income etc ? Of course, we are on a crazy deadline. TCE has threatened to “do something® if we have not all signed the
arbitration agreement by 2 tomorrow. ' :

Michael Lyle

General Counsel and Vice President
Legal, Aboriginal & Regulatory Affairs
Ontario Power Authority

120 Adelaide Street West, Suite 1600
Toronto, Ontario, MSH 1T1

Direct: 416-969-6035

Fax. 416.969.6383

Email: michael. lyle@powerauthority.on.ca

This e-mail message and any files fransmitted with it are intended only for the named recipient{s) above and may contain information that is privileged, confidential
and/or exempt from disclosure under applicable law. If you are not the intended recipient(s), any dissemination, distribution or copying of this e-mail message or
any files transmitted with it is strictly prohibited. If you have received this message in error, or are not the named recipient(s), please nofify the sender immediately
and delete this e-mail message

This e-maill message and any files transmitted with it are intended only for the named recipient(s) above and may contain information that is
privileged, confidential and/or exempt from disclasure under applicable law. If you are not the intended recipient(s), any dissemination,
distribution or copying of this e-mail message or any files transmitted with it is strictly prohibited. If you have received this message in error,
or are not the named recipient(s), please notify the sender immediately and delete this e-mail message.

This e-mail message is privileged, confidential and subject to
copyright. Any unauthorized use or disclosure is prohibited.

Le contenu du prsent courriel est privilgi, confidentiel et
soumis des droits d'auteur, If est interdit de l'ufiliser ou
de le divuiguer sans autorisation.




Aleksandar Kojic

From: . Michae! Killeavy :

- Sent: August 5, 2011 8:18 AM
To: Michael Lyle; 'Sebastiano, Rocco’
Subject: RE: TCE

We did some number crunching. The OR market in Ontario is a bit fickle, but assuming that a TCE were to have
captured all the OR that is could with the plant, we think that this revenue stream might be worth $2-54 million
annually, or in NPV terms over a 20-year term with a 5.25% discount rate it's worth $24 to $48 million.

Michae! Killeavy, LL.B., MBA, P.Eng.
Director, Contract Management
Ontario Power Authority

120 Adelaide Street West, Suite 1600
Toronto, Ontario

M5H 1T1

416-969-6288

416-520-9788 {CELL)

416-967-1947 (FAX)

From: Michael Lyle

Sent: Auvgust 4, 2011 9:11 PM

To: 'Sebastiano, Racco'; Michael Killeavy
Subject: TCE

Not surprisingly, TCE has stated that it does not like either of the changes to limit their damages to exclude other
financial loss arising outside the contract or the option for the turbines. On the first issue, they asserted they were being
“nickel and dimed”. Do we have any sense of what might be the potential additional damages from ancillary services
income etec ? Of course, we are on a crazy deadline. TCE has threatened to “do something” if we have not all signed the
arbitration agreement by 2 tomorrow.

Michael Lyle

General Counsel and Vice President
Legal, Aberiginal & Regulatory Affairs
Ontario Power Authority

120 Adelaide Street West, Suite 1600
Toronto, Ontario, M5H 1T1

Direct: 416-969-8035

Fax: 416.969.6383

Email: michael.lyle@powerauthority.on.ca

This e-mail message and any files transmitted with it are intended only for the named recipient(s) above and may contain information that is privileged, confidential
and/ar exempt from disciosure under applicable law. H you are not the intended recipient(s), any dissemination, distribution or copying of this e-mail message or
any files fransmitted with it is strictly prohibited. ¥ you have received this message in eror, or are not the named recipient(s), please notify the sender immediately

and delete this e-mail message :



Aleksandar Kojic

From: =~ = Sebastiano, Rocto [RSebastiano@osler.com]
Sent: August 5, 2011 8:37 AM o

To: Michael Killeavy

Subject: Re: TCE

How's that for "nickel and dimes"] These guys at TCE are just sticking it to the Province...

From: Michael Killeavy [ mailto:Michael.Killeavy@powerauthority.on.ca
Sent: Friday, August 05, 2011 08:18 AM

To: Michael Lyle <Michael.Lyle@powerauthority.on.ca>; Sebastiano, Rocco
Subject: RE: TCE : .

We did some number crunching. The OR market in Ontario is a bit fickle, but assuming that a TCE were to have
captured all the OR that is could with the plant, we think that this revenue stream might be worth $2-54 million
annually, or in NPV terms over a 20-year term with a 5.25% discount rate it’s worth $24 to $48 million.

Michael Killeavy, LL.B., MBA, P.Eng.
Director, Contract Management
Ontario Power Authority

120 Adelaide Street West, Suite 1600
Toronto, Ontario

M5H 1T1

416-969-6288

416-520-9788 (CELL)

416-967-1947 (FAX)

From: Michael Lyle

Sent: August 4, 2011 9:11 PM

To: 'Sebastiano, Rocco’; Michael Killeavy
Subject: TCE

Not surprisingly, TCE has stated that it does not like either of the changes to limit their damages to exclude other
financial loss arising outside the contract or the option for the turbines. On the first issue, they asserted they were being
“nickel and dimed®. Do we have any sense of what might be the potential additional damages from ancillary services
income etc ? Of course, we are on a crazy deadline. TCE has threatened to “do something@ if we have not all signed the

arbitration agreement by 2 tomorrow.

Michael Lyle

General Counsel and Vice President
Legal, Aboriginal & Regulatory Affairs
Ontario Power Authority

120 Adelaide Street West, Suite 1600
Toronto, Ontario, M5H 1T1

Direct; 416-969-6035

Fax: 416.969.6383

Email: michael lyle@powerauthority.on.ca




This e-mail message and any files transmitted with it are intended only for the named recipient(s) above and may contain information that is privileged, confidential
and/or exempt from disclosure under applicable law. If you are not the intended recipient(s), any dissemination, distribution or copying of this e-mail message or
any files transmitted with it is strictly prohibiied. If you have recsived this message in etror, or are not the named recipient(s), please notify the sender immediately
and delete this e-mail message

This e-mail message and any files transmitted with it are intended only for the named recipient(s) above and may contain information that is
privileged, confidential and/or exempt from disclosure under applicable law. If you are not the intended recipient(s), any dissemination,
distribution or copying of this e-mail message or any files transmitted with it is strictly prohibited. If you have received this message in error,
or are not the named recipient(s), please notify the sender immediately and delete this e-mail message.

This e-mail message is privileged, confidential and subject fo
copyright. Any unauthorized use or disclosure is prohibited.

Le contenu du prsent courriel est privilgi, confidentiel et
soumis des droits d'auteur. |l est interdit de l'utiliser ou
de le divulguer sans autorisation.




Aleksandar Kojic

From: . Michael Killeavy

Sent: August 5, 2011 8:41 AM
To: - 'RSebastiano@osler.com’
Subject: : Re: TCE ‘ '
“Fuck.

Michael Killeavy, LL.B., MBA, P.Eng.
Director, Contract Management
Ontario Power Authority

120 Adeiaide St. West, Suite 1600
Toronte, Ontario, M5H 1T1
416-969-6288 (office)

416-969-6071 (fax)

416-520-9738 (cell}
Michael.killeavy@powerauthority.on.ca

From: Sebastiano, Rocco [mailto:RSebastiano@osler.com]

Sent: Friday, August 05, 2011 08:37 AM
To: Michael Killeavy
Subject: Re: TCE

How's that for "nickel and dimes"! These guys at TCE are just sticking it to the Province...

From: Michael Killeavy |mai!fo:Michael.Kil]eaw@nowerauthoritv.on.caT

Sent: Friday, August 05, 2011 08:18 AM

To: Michael Lyle <Michael.Lyle@powerauthority.on.ca>; Sebastiano, Rocco

Subject: RE: TCE

We did some number crunching. The OR market in Ontario is a bit fickle, but assuming that a TCE were to have
captured all the OR that is could with the plant, we think that this revenue stream might be worth $2-54 million
annually, or in NPV terms over a 20-year term with a 5.25% discount rate it's worth $24 to 548 million.

Michael Killeavy, LL.B., MBA, P.Eng.
Director, Contract Management
Ontario Power Authority

120 Adelaide Street West, Suite 1600 .
Toronto, Ontario

M5H 1T1

416-969-6288

416-520-9788 (CELL)

416-967-1947 (FAX)



From: Michael Lyle

Sent: August 4, 2011 9:11 PM

To: 'Sebastiano, Rocco’; Michael Killeavy
Suhject: TCE

Not surprisingly, TCE has stated that it does not like either of the changes to limit their damages to exclude other
financial loss arising outside the contract or the option for the turbines. On the first issue, they asserted they were being
“nickel and dimed[. Do we have any sense of what might be the potential additional damages from ancillary services
income etc ? Of course, we are on a crazy deadline. TCE has threatened to “do something® if we have not all signed the
arbitration agreement by 2 tomorrow.

Michael Lyle

General Counsel and Vice President
Legal, Aboriginal & Regulatory Affairs
Ontario Power Authority

120 Adelaide Street West, Suite 1600
Toronto, Ontario, M5H 1T1

Direct: 416-269-6035

Fax: 416.969.6383

Email: michael.lyle@powerauthority.on.ca

This e-mail message and any files transmitted with it are intended only for the named recipient(s) above and may contain information that is privileged, confidential

- andfor exempt from disclosure under applicable law. If you are not the intended recipient(s), any dissemination, distribution or copying of this e-mail message or
any files transmitted with it is strictly prohibited. If you have received this message in error, or are not the named recipient(s), please notify the sender immediately
and delete this e-mail message

This e-mail message and any files transmitted with it are intended only for the named recipient{s) above and may contain information that Is
privileged, confidential and/or exempt from disclosure under applicable law. If you are not the intended recipient(s), any dissemination,
distribution or copying of this e-mail message or any files transmitted with it is strictly prohibited. If you have received this message in error,
or are not the named recipient(s), please notify the sender immediately and delete this e-mail message.

dedrdeke

This e-mail message is privileged, confidential and subject to
copyright. Any unauthorized use or disclesure is prohibited.

Le confenu du prsent courriel est privilgi, confidentiel et
soumis des droits d'auteur. 1| est interdit de I'utiliser ou
de le divulguer sans autorisation.




Aleksandar Kojic

From: . Tim Buiters

Sent: August 8, 2011 3:02 PM

To: _ Michaei Killeavy

Subject: Updated Critical Issues List (Request for Revisions)
Importance: High

Hi Michael,

As you know, communications is responsible for the Critical Issues List that is delivered to the Board
as an attachment to the monthly CEO report.

Per Colin’s direction, the approach for the re_vised document is it will feature no more than 10 urgent
issues that require discussion or analysis at the board level.

For the purpose of this update, [ am looking for your revisions to the TransCanada settlement
negotiations entry. :

I'm hoping I can get your edits to the below entry by tomorrow (August 10) at 2:00 PM.

ISSUE IMPACT & STATUS

TransCanada - Settlement Negotiations for
Oakville Generating

Station (OGS) Both organizations have avoided speculating on the

- | .

The cancellation by the government of the Oakville Generating E:;ig;aégyécggjsg;ﬂ; ?i? g:gzgﬁ)r;ﬁéyht?‘g? ,:;18; ’ pr:l;?:_'ace
Station (OGS) in October 2010 triggered discussions with might give TCE the rights to develop a plant in Cambridge
TransCanada Energy Ltd. to mutually terminate the OGS as compensation for the cancellation of OGS. In the
contract, but they have yet been able to reach an agreement absence of an agreement, a lawsuit is p ossible

on financial compensation for the cancellation of the project. ' )
OPA CEO Colin Andersen has sent a letter to the CEOQ of TCE
to suggest a third-party mediation as a possible solution to
settle the commercial dispute.

Tim Butters | Media Relations Specialist

Ontario Power Authority

120 Adelaide St W., Suite 1600 | Toronto, Ontario, M5H 1T1

Phone: 416.969.6249 | Fax: 416.967.1947] Email: tim.butters@powerauthority.on.ca
52 Please consider your environmental responsibility before printing this email

This e-muoil messoge and any files transmitted with It are intended only for the nomed recipient(s) above and may contain information that is privileged, confidential
and/or exempt from disclosure under applicable law. If you are not the intended recipient(s), ony dissemination, distribution or copying of this e-mail message or any
files transmitted with it is strictly prohibited. If you have received this message in error, or are not the named recipient(s), pleose notify the sender immediately and

delete this e-mail messoge.



Aleksandar Kojic

From: Michael Killeavy

Sent: August 9, 2011 3:15 PM
To: Tim Butters

Cc: Deborah Langelaan

Subject: - Re: Updated Critical Issues List (Request for Revisions)

Please ask Mike Lyle about what we can put in this document. it's a "live" litigation matter and we need to be careful.
Deb's my delegate while I'm away.

Michael Killeavy, LL.B., MBA, P.Eng.
Director, Contract Management
Ontario Power Authority

120 Adelaide St. West, Suite 1600
Toronto, Ontario, M5H 1T1
416-969-6288 {office)

416-969-6071 (fax)

416-520-9788 {(cell)
Michael.kiHeavy@powerauthority.on.ca

From: Tim Butters

Sent: Tuesday, August 09, 2011 03:02 PM

To: Michael Killeavy

Subject: Updated Critical Issues List {Request for Revisions)

Hi Michael,

As you know, communications is responsible for the Critical Issues List that is delivered to the Board
as an attachment to the monthly CEQ report.

Per Colin’s direction, the approach for the revised document is it will feature no more than 10 urgent
issues that require discussion or analysis at the board level.

For the purpose of this update, I am looking for your revisions to the TransCanada settlement
negotiations entry.

I'm hoping I can get your edits to the below entry by tomorrow (August 10) at 2:00 PM.

~ IMPACT & STATUS

TransCanada - Settlement Negotiations for
Oakville Generating

Station (OGS) Both organizations have avoided speculating on the
potential outcome of the negotiations; however, media

The cancellation by the government of the_Oakvil_le Ger]erating reports have focused on the possibility that the province
Station (OGS) in October 2010 triggered discussions with might give TCE the rights to develop a plant in Cambridge

TransCanada Energy Ltd. to mutually terminate the OGS
’ 1



contract, but they have yet been able to reach an agreement as compensation for the cancellation of OGS. In the
on financial compensation for the cancellation of the project. absence of an agreement, a lawsuit is possible.
OPA CEO Colin Andersen has sent a letter to the CEO of TCE '

to suggest a third-party mediation as a possible solution to

settle the commercial dispute.

Tim Butters | Media Reiations Specialist

Ontario Power Authority

120 Adelaide 5t W,, Suite 1600 | Toronto, Ontario, M5H 1T1

Phone: 416.969.6249 | Fax: 416.967.1947} Email; tim.butters@powerauthority.on.ca
2% Please consider your environmentatl responsibility before printing this email

This e-mail message and any files transmitted with it are intended only for the named recipient(s) obove and may contain information that is privileged, confidential
ond/or exempt from disclosure under applicable law. If you are not the intended recipient(s), any dissemination, distribution or copying of this e-mail messoge or any

Jiles transmitted with it is strictly prohibited. If you have received this message in error, or are not the named recipient(s), please notrfy the sender immediately and
delete this e-mail message.



Aleksandar Kojic

From: Tim Buiters

Sent: August 9, 2011 3:16 PM

To: Michael Killeavy

Cc: Deborah Langelaan

Subject: RE: Updated Critical Issues L]St {Request for Rews:ons)

Thank you, Michael.

Tim B

From: Michael Killeavy

Sent: August 9, 2011 3:15 PM
To: Tim Butters

Cc: Deborah Langelaan
Subject: Re: Updated Critical Issues List (Request for Revisions)

Please ask Mike Lyle about what we can put in this document. it's a "live" litigation matter and we need to be careful.
Deb's my delegate while I'm away.

Michael Killeavy, L1.B., MBA, P.Eng.
Director, Contract Management
Ontario Power Authority

120 Adelaide St. West, Suite 1600
Toronto, Ontario, M5H 171
416-969-6288 {office)

416-969-6071 (fax)

416-520-9788 (cell)
Michael.killeavy@powerauthority.on.ca

From: Tim Butters

Sent: Tuesday, August 09, 2011 03:02 PM

To: Michael Killeavy

Subject: Updated Critical Issues List (Request for Revisions)

Hi Michael,

As you know, communications is responsible for the Critical Issues List that is delivered to the Board
as an attachment to the monthly CEO report.

Per Colin’s direction, the approach for the revised document is it will feature no more than 10 urgent
issues that require discussion or analysis at the board level.

For the purpose of this update, I am lookmg for your revisions to the TransCanada settlement
negotiations entry.

I'm hoping I can get your edits to the below entry by tomorrow (August 10) at 2:00 PM.

1



IMPACT & STATUS

TransCanada - Settlement Negotiations for
Oakyville Generating
Station (OGS)

The cancellation by the government of the Oakville Generating
Station (OGS) in October 2010 triggered discussions with
TransCanada Energy Lid. to mutually terminate the OGS
contract, but they have yet been able to reach an agreement
on financial compensation for the cancellation of the project.
OPA CEO Colin Andersen has sent a letter to the CEQ of TCE
to suggest a third-party mediation as a possible solution to
setile the commercial dispute.

Both organizations have avoided speculating on the
potential outcome of the negotiations; however, media
reports have focused on the possibility that the province
might give TCE the rights to develop a plant in Cambridge
as compensation for the cancellation of OGS. In the
absence of an agreement, a lawsuit is possible.

Tim Butters | Media Relations Specialist
Ontario Power Authority
120 Adelaide St W., Suite 1600 | Toronto, Ontario, M5H 1T1

Phone: 416.969.6249 | Fax: 416.967.1947| Email: tim. butters@powerauthorltv on.ca

&4 Please consider your environmental responsibility before printing this email

This e-mail message ond any files transmitted with it are intended only for the nomed recipient(s) above and moy contoin information thet is privileged, confidential
and/or exempt from disclosure under applicable law. if you are not the intended recipient{s), any dissemination, distribution or copying of this e-mail message or ony
files transmitted with it is strictly prohibited, If you have received this message in error, or are not the nomed recipient(s), please notify the sender immediately and

delete this e-mail message.




Aleksandar Kojic

From: Kristin Jenkins :

Sent: September 21, 2011 5:09 PM

To: JoAnne Butler; Michael Lyle; Michael Killeavy

Ce: Colin Andersen

Subject: FW: Toronto Star Request - Cancellation of Oakville Contract

Below in the email to ministry is a proposed response to the Star. Can you please let me know if you are ok with
wording — don’t worry it will take all day tomorrow to get the ok from ministry, so you can get back to me in the
morning. Poes our agreement with TCE require us to run this by them first? At a minimum | would think we should let
them know in advance even just as a courtesy.

From: Kristin Jenkins
Sent: September 21, 2011 4:56 PM
To: Sharkawi, Rula (ENERGY); Lindsay, David (ENERGY); Colin Andersen; Patricia Phillips; Tim Butters; Gerard, Paul

(ENERGY); 'Kulendran, Jesse (ENERGY)'"
Subject: Toronto Star Request - Cancellation of Oakville Contract

Katie Daubs from the Toronto Star contacted the OPA today to find out how much cancelling the OGS contract will cost.
Her deadline is 5:00 pm tomorrow, Sept 22. As a reminder, the default position for a lot of media is to ascribe a $1
billion price tag to the cancelled contract. OPA’s proposed response - The Ontario Power Authority is continuing
discussions with TransCanada, the company selected to develop the Oakville plant. A number of options are being
explored to ensure the outcome is in the best interest of Ontario ratepayers. A specific dollar figure is not available
right now.

Kristin

Kristin Jenkins| Vice President, Corporate Communications | Ontario Power Authority | 120 Adelaide Street West, Suite 1600 |
Toronto, ON M5H 1T1 | tel. 416.969.6007 | fax. 416.967.1947 | www.powerauthority.on.ca



Aleksandar Kojic

From: . Michael Killeavy

Sent: September 21, 2011 5:10 PM

To: Kristin Jenkins

Subject: Re: Toronto Star Request - Cancellation of Oakville Contract

" But we aren’t in discussions with TCE.

Michael Killeavy, LL.B., MBA, P.Eng.
Director, Contract Management
Ontario Power Authority

120 Adelaide St. West, Suite 1600
Toronto, Ontario, M5H 1T1
416-969-6288 (office)
416-969-6071 (fax)

416-520-9788 (cell)

Michael killeavy@powerauthority.on.ca

From: Kristin Jenkins

Sent: Wednesday, September 21, 2011 05:08 PM

To: JoAnne Butler; Michaei Lyle; Michael Killeavy

Cc: Colin Andersen

Subject: FW: Toronto Star Request - Cancellation of Oakville Contract

Below in the email to ministry is a proposed response to the Star. Can you please let me know if you are ok with
wording —don’t worry it will take all day tomorrow to get the ok from ministry, so you can get back to me in the
morning. Does our agreement with TCE require us to run this by them first? At a minimum | would think we should let

them know in advance even just as a courtesy.

From: Kristin Jenkins
Sent: September 21, 2011 4:56 PM
To: Sharkawi, Rula (ENERGY); Lindsay, David (ENERGY); Colin Andersen; Patricia Phillips; Tim Butters; Gerard, Paul

(ENERGY); 'Kulendran, Jesse (ENERGY)'
Subject: Toronto Star Request - Cancellation of Oakville Contract

Katie Daubs from the Toronto Star contacted the OPA today to find out how much cancelling the OGS contract will cost.
Her deadline is 5:00 pm tomorrow, Sept 22. As a reminder, the default position for a lot of media is to ascribe a $1
billion price tag to the cancelled contract. OPA’s proposed response - The Ontario Power Authority is continuing
discussions with TransCanada, the company selected to develop the Oakville plant. A number of options are being
explored to ensure the outcome is in the best interest of Ontario ratepayers. A specific dollar figure is not available

right now.

Kristin

Kristin Jenkins| Vice President, Corporate Communications | Ontario Power Authority | 120 Adelaide Street West, Suite 1600 |
Toronto, ON M5H 1T1 | tel. 416.969.6007 | fax. 416.967.1947 | www.powerauthority.on.ca



Aleksandar Kojic -

From: ' Kristin Jenkins

Sent: September 21, 2011 5;11 PM

To: Michael Killeavy '

Subject; RE: Toronto Star Request - Cancellation of Ogkville Contract

Colin talked to Alex last week. And, they haven't filed for arbitration have they? At the board, David Livingston said that
even if we were to go into arbitration it would always be accurate to say discussions continue because there is always
the possibility of a negotiated settlement.

From: Michael Killeavy

Sent: September 21, 2011 5:10 PM

To: Kristin Jenkins

Subject: Re: Toronto Star Request - Cancellation of Oakville Contract

But we aren't in discussions with TCE.

Michael Killeavy, LL.B., MBA, P.Eng.
Director, Contract Management
Ontario Power Authority

120 Adelaide St. West, Suite 1600
Toronto, Ontario, M5H 1T1
416-969-6288 {office)

416-969-6071 (fax)

416-520-9788 (cell)
Michael.killeavy@powerauthority.on.ca

From: Kristin Jenkins

Sent: Wednesday, September 21, 2011 05:08 PM

To: JoAnne Butler; Michael Lyle; Michael Killeavy

Cc: Colin Andersen

Subject: FW: Toronto Star Request - Cancellation of Oakville Contract

Below in the email to ministry is a proposed response to the Star. Can you please let me know if you are ok with
wording — don’t worry it will take all day tomarrow to get the ok from ministry, so you can get back to me in the
morning. Does our agreement with TCE require us to run this by them first? At a minimum | would think we should let
them know in advance even just as a courtesy.

From: Kristin Jenkins
Sent: September 21, 2011 4:56 PM
To: Sharkawi, Rula (ENERGY); Lindsay, David (ENERGY); Colin Andersen; Patricia Phillips; Tim Butters; Gerard, Paul

{ENERGY); 'Kulendran, Jesse (ENERGY)'
Subject: Toronto Star Request - Cancellation of Oakville Contract

Katie Daubs from the Toronto Star contacted the OPA today to find out how much cancelling the OGS contract will cost.
Her deadline is 5:00 pm tomorrow, Sept 22.: As a reminder, the default position for a lot of media is to ascribe a $1
billion price tag to the cancelled contract. OPA’s proposed response - The Ontario Power Authority is continuing
discussions with TransCanada, the company selected to develop the Oakville plant. A number of options are being



explored to ensure the outcome is in the best interest of Ontario ratepayers. A specific dollar figure is not available
right now.

Kristin

Kristin Jenkins| Vice President, Corporate Communications | Ontario Power Authority | 120 Adelaide Street West, Suite 1500 |
Toronto, ON M5H 1T1 | tel. 416.969.6007 | fax. 416.967.1947 | www.powerauthority.on.ca



Aleksandar Kojic

From: Michael Killeavy

Sent; September 21, 2011 5:13 PM

To: Kristin Jenkins : '

Subject: Re: Toronto Star Request - Cancellation of Oakvﬂle Contract

Colin talked to Alex last week to set up a call next week. There are no settlement discussions ongeing right now.

Michael Killeavy, LL.B., MBA, P.Eng.
Director, Contract Management
Ontario Power Authority

120 Adelaide 5t. West, Suite 1600
Toronto, Ontario, M5H 1T1
416-569-6288 (office)

416-969-6071 {fax)

416-520-9788 {cell)

Michael killeavy@powerauthority.on.ca

From: Kristin Jenkins

Sent: Wednesday, September 21, 2011 05:11 PM

To: Michael Killeavy

Subject: RE: Toronto Star Request - Cancellation of Oakville Contract

Colin talked to Alex last week. And, they haven't filed for arbitration have they? At the board, David Livingston said that
even if we were to go into arbitration it would always be accurate to say discussions continue because there is always
the possibility of a negotiated settlement. .

From: Michael Killeavy

Sent: September 21, 2011 5:10 PM

To: Kristin Jenkins .
Subject: Re: Toronto Star Request - Cancellation of Oakville Contract

But we aren't in discussions with TCE.

Michael Killeavy, LL.B., MBA, P.Eng.
Director, Contract Management
Ontario Power Authority

120 Adelaide St. West, Suite 1600
Toronto, Ontario, M5H 171
416-969-6288 {office)
416-969-6071 {fax)

416-520-9788 (cell)

Michael killeavy@powerauthority.on.ca



From: Kristin Jenkins

Sent: Wednesday, September 21, 2011 05:08 PM

To: JoAnne Butler; Michael Lyle; Michael Killeavy

Cc: Colin Andersen

Subject: FW: Toronto Star Request - Cancellation of Oakville Contract

Below in the email to ministry is a proposed response to the Star. Can you please let me know if you are ok with
wording —don’t worry it will take all day tomorrow to get the ok from ministry, so you can get back to me in the
morning. Does our agreement with TCE require us to run this by them first? At a minimum | would think we should let
them know in advance even just as a courtesy.

From: Kristin Jenkins

Sent: September 21, 2011 4:56 PM

To: Sharkawi, Rula (ENERGY); Lindsay, David (ENERGY); Colin Andersen; Patricia Phillips; Tim Butters; Gerard, Paul
(ENERGY); "Kulendran, Jesse (ENERGY)'

Subject: Toronto Star Request - Cancellation of QOakville Contract

Katie Daubs from the Toronto Star contacted the OPA today to find out how much cancelling the OGS contract will cost.
Her deadline is 5:00 pm tomorrow, Sept 22. As a reminder, the default position for a lot of media is to ascribe a $1
billion price tag to the cancelled contract. OPA’s proposed response - The Ontario Power Authority is continuing
discussions with TransCanada, the company selected to develop the Oakville plant. A number of options are being
explored to ensure the outcome is in the best interest of Ontario ratepayers. A specific dollar figure is not available
right now.

Kristin

Kristin Jenkins| Vice President, Corporate Communications | Ontario Power Authority | 120 Adelaide Street West, Suite 1600 |
Toronto, ON M5H 1T1 | tel. 416.969.6007 | fax. 416.967.1947 | www.powerauthority.on.ca



Aleksandar Kojic

Erom: | " Kristin Jenkins

Sent: September 21, 2011 5:13 PM
To: Michael Killeavy
Subject; ~ RE: Toronto Star Request - Cancellation of Oakville Contract

t didn’t say they were settlement discussions in the response to the ministry.

From: Michael Killeavy

Sent: September 21, 2011 5:13 PM

To: Kristin Jenkins

Subject: Re: Toronto Star Request - Cancellation of Oakville Contract

Colin talked to Alex last week to set up a call next week. There are no settlement discussions ongoing right now.

Michael Killeavy, LL.B., MBA, P.Eng.
Director, Contract Management
Ontario Power Authority

120 Adelaide St. West, Suite 1600
Toronto, Ontario, M5H 1T1
416-969-6288 (office)

416-969-6071 (fax)

416-520-9788 (cell)
Michael.killeavy@powerauthority.on.ca

From: Kristin Jenkins
Sent: Wednesday, September 21, 2011 05:11 PM

To: Michael Killeavy
Subject: RE: Toronto Star Request - Cancellation of Oakville Contract

Colin talked to Alex last week. And, they haven’t filed for arbitration have they? At the board, David Livingston said that
even if we were to go into arbitration it would always be accurate to say discussions continue because there is always
the possibility of a negotiated settlement.

From: Michael Killeavy

Sent: September 21, 2011 5:10 PM

To: Kristin Jenkins

Subject: Re: Toronto Star Request - Canceliation of Oakville Contract

But we aren't in discussions with TCE.

Michael Killeavy, LL.B., MBA, P.Eng.
Director, Contract Management
Ontario Power Authority

120 Adelaide St. West, Suite 1600
Toronto, Ontario, M5H 1T1
416-969-6288 {office)
416-969-6071 (fax)



416-520-9788 (cell)
Michael. kileavy @ powerauthority.on.ca

From: Kristin Jenkins

Sent: Wednesday, September 21, 2011 05:08 PM

To: JoAnne Butler; Michael Lyle; Michael Killeavy

Cc: Colin Andersen

Subject: FW: Toronto Star Request - Cancellatlon of Oakville Contract

Below in the email to ministry is a proposed response to the Star. Can you please let me know if you are ok with
wording — don’t worry it will take all day tomorrow to get the ok from ministry, so you can get back to me in the
morning. Does our agreement with TCE require us to run this by them first? At a minimum | would think we should let
them know in advance even just as a courtesy.

From: Kristin Jenkins

Sent: September 21, 2011 4:56 PM

To: Sharkawi, Rula (ENERGY); Lindsay, David (ENERGY): Colin Andersen; Patnqa Phillips; Tim Butters; Gerard, Paul
(ENERGY); 'Kulendran, Jesse (ENERGY)'

Subject: Toronto Star Request - Cancellation of Oakville Contract

Katie Daubs from the Toronto Star contacted the OPA today 1o find out how much cancelling the OGS contract will cost.
Her deadline is 5:00 pm tomorrow, Sept 22. As a reminder, the default position for a lot of media is to ascribe a 51
billion price tag to the cancelled contract. OPA’s proposed response - The Ontario Power Authority is continuing
discussions with TransCanada, the company selected to develop the Oakville plant. A number of options are being
explored to ensure the outcome is in the best interest of Ontario ratepayers. A specific dollar figure is not available
right now.

Kristin

Kristin Jenkins| Vice President, Corporate Communications | Ontario Power Authority | 120 Adelaide Street West, Suite 1600 |
Toronto, ON M5H 1T1 | tel. 416.969.6007 | fax. 416.967.1947 | www.powerauthority.on.ca



Aleksandar Kojic

From: = _ _ Mlchael Kllleavy

Sent: ' September 21, 2011 5:14 PM

To: Kristin Jenklns

Subject: Re: Toronto Star Request - Cancellatlon of Ozkville Contract

There are no discussions period. it's implied from the question.

Michael Killeavy, LL.B., MBA, P.Eng.
Director, Contract Management
Ontario Power Authority

120 Adelaide St. West, Suite 1600
Toronto, Ontario, M5H 1T1
416-969-6288 (office)
416-969-6071 {fax)

416-520-9788 (celi)

Michael.killeavy@powerauthority.on.ca

From: Kristin Jenkins

Sent: Wednesday, September 21, 2011 05:13 PM

To: Michael Killeavy

Subject: RE: Toronto Star Request - Cancellation of Oakville Contract

I didn’t say they were settlement discussions in the response to the ministry.

From: Michael Killeavy

Sent: September 21, 2011 5:13 PM

To: Kristin Jenkins

Subject: Re: Toronto Star Request - Cancellation of Qakville Contract

Colin talked to Alex last week to set up a call next week. There are no settlement discussions ongoing right now.

Michael Killeavy, LL.B., MBA, P.Eng.
Director, Contract Management
Ontario Power Autharity

120 Adelaide St. West, Suite 1600
Toronto, Ontario, M5H 171
416-965-6288 (office)
416-969-6071 {fax)

416-520-9788 (cell)

Michael killeavy@powerauthority.on.ca

From: Kristin Jenkins
Sent; Wednesday, September 21, 2011 05:11 PM
To: Michael Killeavy



Subject: RE: Toronto Star Request - Cancellation of Oakville Contract

Colin talked to Alex last week. And, they haven’t filed for arbitration have they? At the board, David Livingston said that
even if we were to go into arbitration it would always be accurate to say discussions continue because there is always
the possibility of a hegotiated settlement.

From: Michael Killeavy

Sent: September 21, 2011 5:10 PM

To: Kristin Jenkins

Subject: Re: Toronto Star Request - Cancellation of Oakville Contract

But we aren't in discussions with TCE.

Michael Killeavy, LL.B., MBA, P.Eng.
Director, Contract Management
Ontario Power Authority

120 Adelaide St. West, Suite 1600
Toronto, Ontario, M5H 1T1
416-969-6288 (office)
416-969-6071 (fax)

416-520-9788 (cell}

Michael.killeavy@powerauthority.on.ca

From: Kristin Jenkins

Sent: Wednesday, September 21, 2011 05:08 PM

To: JoAnne Butler; Michael Lyle; Michael Killeavy

Cc: Colin Andersen :
Subject: FW: Toronto Star Request - Cancellation of Oakville Contract

Below in the email to ministry is a proposed response to the Star. Can you please let me know if you are ok with
wording — don’t worry it will take all day tomorrow to get the ok from ministry, so you can get back to me in the
morning. Does our agreement with TCE require us to run this by them first? At a minimum 1 would think we should let
them know in advance even just as a courtesy.

From: Kristin Jenkins

Sent: September 21, 2011 4:56 PM

To: Sharkawi, Rula (ENERGY); Lindsay, David (ENERGY); Colin Andersen; Patricia Phillips; Tim Butters; Gerard, Paul
{ENERGY); 'Kulendran, Jesse (ENERGY)'

Subject: Toronto Star Request - Cancellation of Oakvilie Contract

Katie Daubs from the Toronto Star contacted the OPA today to find out how much cancelling the OGS contract will cost.
Her deadline is 5:00 pm tomorrow, Sept 22. As a reminder, the default position for a lot of media is to ascribe a $1
billion price tag to the cancelled contract. OPA’s proposed response - The Ontario Power Authority is continuing
discussions with TransCanada, the company selected to develop the Oakville plant. A number of options are being
explored to ensure the outcome is in the best interest of Ontario ratepayers. A specific dollar figure is not available
right now.

Kristin



Kristin Jenkins| Vice President, Corporate Communications | Ontario Power Authority | 120 Adelaide Street West, Suite 1600 |
Toronto, ON M5H 1T1 | tel. 416.969.6007 | fax. 416.967.1947 | www.powerauthority.on.ca



Aleksandar Kojic

From: Michael Killeavy

Sent: September 21, 2011 5:16 PM 4

To: 'Plvanoff@osler.com’; 'RSebastiano@osler.com’; 'ESmith@osler.com’
Cc: Susan Kennedy

Subject: Fw: Toronto Star Request - Canceliation of Oakville Contract

Can you guys comment on this proposed response to a media inquiry about OGS? Please see below. Thx.

Michael Killeavy, LL.B., MBA, P.Eng.
Director, Contract Management
Ontario Power Authority

120 Adelaide St. West, Suite 1600
Toronto, Ontario, M5H 171
416-969-6288 (office)
416-969-6071 (fax)

416-520-9788 {cell)

Michael.killeavy@ powerauthority.on.ca

From: Kristin Jenkins

Sent: Wednesday, September 21, 2011 05:08 PM

To: JoAnne Butler; Michael Lyle; Michael Killeavy

Cc: Colin Andersen

Subject: FW: Toronto Star Request - Cancellation of Qakville Contract

Below in the emall to ministry is & proposed response to the Star. Can you please let me know if you are ok with
wording — don’t worry it will take all day tomorrow to get the ok from ministry, so you can get back to me in the
morning. Dees our agreemeant with TCE require us to run this by them first? At a minimum | would think we should let
them know in advance even just as a courtesy. '

From: Kristin Jenkins
Sent: September 21, 2011 4:56 PM
To: Sharkawi, Rula (ENERGY); Lindsay, David (ENERGYY); Colin Andersen; Patricia Phillips; Tim Butters; Gerard, Paul

(ENERGY); 'Kulendran, Jesse (ENERGY)'
Subject: Toronto Star Request - Cancellation of Oakville Contract

Katie Daubs from the Toronto Star contacted the OPA today to find out how much cancelling the OGS contract will cost.
Her deadline is 5:00 pm tomorrow, Sept 22. As a reminder, the default position for a lot of media is to ascribe a 51
billion price tag to the cancelled contract. OPA’s proposed response - The Ontario Power Authority is continuing
discussions with TransCanada, the company selected to develop the Oakville plant. A number of options are being
explored to ensure the outcome is in the best interest of Ontario ratepayers. A specific dollar figure is not available

right now.

Kristin

Kristin Jenkins| Vice President, Corporate Communications | Ontario Power Authority | 120 Adelaide Street West, Suite 1600 |
Toronto, ON M5H 171 | tel. 416.969.6007 | fax. 416.967.1947 | www.powerauthority.on.ca



Aleksandar Kojic

From: Michael Killeavy

Sent: September 21, 2011 6:38 PM

To: Kristin Jenkins

Subject: Re: Toronto Star Request - Cancellation of Oakville Contract

I have asked our litigation counsel to comment on your answer, | think it's generally okay. You might want to say that
the OPA is proceed towards a resolution with TCE. It's just a thought.

Michael Kiileavy, LL.B., MBA, P.Eng.
Director, Contract Management
Ontario Power Authority

120 Adelaide St, West, Suite 1600
Toronto, Ontario, M5H iT1
416-969-6288 (office)
416-969-6071 (fax)

416-520-9788 (cell)

Michael killeavy @ powerauthority.on.ca

From: Kristin Jenkins

Sent: Wednesday, September 21, 2011 05:08 PM

To: JoAnne Butler; Michael Lyle; Michael Killeavy

Cc: Colin Andersen

Subject: FW: Toronto Star Request - Cancellation of Oakville Contract

Below in the email to ministry is a proposed response to the Star. Can you please let me know if you are ok with
wording — don’t worry it will take all day tomorrow to get the ok from ministry, so you can get back to me in the
morning. Does our agreement with TCE require us to run this by them first? At a minimum [ would think we should let
them know in advance even just as a courtesy.

From: Kristin Jenkins
Sent: September 21, 2011 4:56 PM
To: Sharkawi, Rula (ENERGY); Lindsay, David (ENERGY); Colin Andersen; Patricia Phillips; Tim Butters; Gerard, Paul

{ENERGY); 'Kulendran, Jesse (ENERGY)'
Subject: Toronto Star Request - Cancellation of Oakville Contract

Katie Daubs from the Toronto Star contacted the OPA today to find out how much cancelling the OGS contract will cost.
Her deadline is 5:00 pm tomorrow, Sept 22. As a reminder, the default position for a lot of media is to ascribe a $1
billion price tag to the cancelled contract. OPA’s proposed response - The Ontario Power Authority is continuing
discussions with TransCanada, the company selected to develop the Oakville plant. A number of options are being
explored to ensure the outcome is in the best interest of Ontario ratepayers. A specific dollar figure is not available

right now.

Kristin

Kristin Jenkins| Vice President, Corporate Communications | Ontario Power Authority | 120 Adelaide Street West, Suite 1600 |
Toronto, ON M5H 1T1 | tel. 416.969.6007 | fax. 416.967.1947 | www.powerauthority.on.ca

1




Aleksandar Kojic

From: Michael Killeavy

Sent: September 21, 2011 6:39 PM

To: Susan Kennedy :
Subject: Fw: Toronto Star Request - Cancellation of Oakville Confract

FY1 ... Please see below. [ am not comfortable referring to discﬁssions that aren't frankly taking place.

Michael Killeavy, LL.B., MBA, P.Eng.
Director, Contract Management
Ontario Power Authority

120 Adelaide St. West, Suite 1600
Toronto, Ontario, M5H 171
416-869-6288 (office)

416-969-6071 (fax)

416-520-9788 (cell)

Michael.killeavy@ powerauthority.on.ca

From: Michael Killeavy

Sent: Wednesday, September 21, 2011 06:38 PM

To: Kristin Jenkins

Subject: Re: Toronto Star Request - Cancellation of Qakville Contract

[ have asked our litigation counsel to comment on your answer. [ think it's generally okay. You might want to say that
the OPA is proceed towards a resclution with TCE. It's just a thought.

Michael Killeavy, LL.B., MBA, P.Eng.
Director, Contract Management
Ontario Power Authority

120 Adelaide St. West, Suite 1600
Toronto, Ontario, M5H 1T1
416-969-6288 (office)

416-969-6071 (fax)

416-520-9788 (cell)
Michael.killeavy@powerauthority.on.ca

From: Kristin Jenkins
Sent: Wednesday, September 21, 2011 05:08 PM
To: JoAnne Butler; Michael Lyle; Michael Killeavy

Cc: Colin Andersen
Subject: FW: Toronto Star Request - Cancellation of Oakville Contract

Below in the email to ministry is a proposed response to the Star. Can you please let me know if you are ok with
wording —don’t worry it will take all day tomorrow to get the ok from ministry, so you can get back to me in the
1



morning. Does our agreement with TCE require us to run this by them first? Ata minimum | would think we should let
them know in advance even just as a courtesy.

From: Kristin Jenkins

Sent: September 21, 2011 4:56 PM ‘
To: Sharkawi, Rula (ENERGY); Lindsay, David (ENERGY); Colin Andersen; Patricia Phillips; Tim Butters; Gerard, Paul
(ENERGY); 'Kulendran, Jesse (ENERGY)'

Subject: Toronto Star Request - Cancellation of Oakville Contract

Katie Daubs from the Toronto Star contacted the OPA today to find out how much cancelling the OGS contract will cost.
Her deadline is 5:00 pm tomorrow, Sept 22. As a reminder, the default position for a lot of media is to ascribe a $1
billion price tag to the cancelled contract. OPA’s proposed response - The Ontario Power Authority is continuing
discussions with TransCanada, the company selected to develop the Oakville plant. A number of options are being
explored to ensure the outcome is in the best interest of Ontario ratepayers. A specific dollar figure is not available
right now.

Kristin

Kristin Jenkins| Vice President, Corporate Communications | Ontario Power Authority | 120 Adelaide Street West, Suite 1600 |
Toronto, ON M5H 171 | tel. 416.969.6007 | fax. 416.967.1947 | www.powerauthority.on.ca



Aleksandar Kojic

From: Kristin Jenkins

Sent: September 21, 2011 6:49 PM

To: Michael Killeavy

Subject: Re: Toronto Star Request - Cancellation of Oakville Contract

Thanks.

From: Michael Killeavy

Sent: Wednesday, September 21, 2011 06:38 PM

To: Kristin Jenkins

Subject: Re: Toronto Star Request - Cancellation of Oakville Contract

I have asked our litigation counsel to comment on your answer. I think it's generally okay. You might want to say that
the OPA is proceed towards a resolution with TCE. It's just a thought.

Michael Killeavy, LL.B., MBA, P.Eng.
Director, Contract Management
Ontario Power Authority

120 Adelaide St. West, Suite 1600
Toronto, Ontaric, M5H 1T1
416-969-6288 [office)

416-969-6071 (fax)

416-520-9788 (cell)
Michael.killeavy@powerauthority.on.ca

From: Kristin Jenkins

Sent: Wednesday, September 21, 2011 05:08 PM

To: JoAnne Butler; Michael Lyle; Michael Killeavy

Cc: Colin Andersen

Subject: FW: Toronto Star Request - Cancellation of Oakville Contract

Below in the email to ministry is a proposed response to the Star. Can you please let me know if you are ok with
wording — don’t worry it will take all day tomorrow to get the ok from ministry, so you can get back te me in the
morning. Does our agreement with TCE require us to run this by them first? At a minimum | would think we should let
them know in advance even just as a courtesy.

From: Kristin Jenkins
Sent: September 21, 2011 4:56 PM
To: Sharkawi, Rula (ENERGY); Lindsay, David (ENERGY); Colin Andersen; Patricia Phillips; Tim Butters; Gerard, Paul

(ENERGY?); 'Kulendran, Jesse {ENERGY)'
Subject: Toronto Star Request - Cancellation of Qakville Contract

Katie Daubs from the Toronto Star contacted the OPA today to find out how much cancelling the OGS contract will cost.
Her deadline is 5:00 pm tomorrow, Sept 22. As a reminder, the default position for a lot of media is to ascribe a $1
billion price tag to the cancelled contract, OPA’s proposed response - The Ontario Power Authority is continuing
discussions with TransCanada, the company selected to develop the Oakville plant. A number of options are being



explored to ensure the outcome is in the best interest of Ontario ratepayers. A specific dollar figure is not available
right now.

Kristin

Kristin Jenkins| Vice President, Corporate Communications | Ontario Power Authority | 120 Adelaide Street West, Suite 1600 |
Toronto, ON M5H 1T1 | tel. 416.969.6007 | fax. 416.967.1947 | www.powerauthority.on.ca



Aleksandar Kojic

From:’ | Michael Lyle

Sent: September 22, 2011 7:49 AM

To: Kristin Jenkins; JoAnne Butler; Michae! Killeavy

Cc: Colin Andersen; Susan Kennedy _

Subject: Re: Toronto Star Request - Cancellation of Oakville Contract

This looks fine. | do not recall any obligation to notify them before making a statement to the media but | do not
currently have access to the agreement.

From: Kristin Jenkins

Sent: Wednesday, September 21, 2011 05:08 PM

To: JoAnne Butler; Michael Lyle; Michael Killeavy

Cc: Colin Andersen

Subject: FW: Toronto Star Request - Cancellation of Qakville Contract

Below in the email to ministry is a proposed response to the Star. Can you please let me know if you are ok with
wording —~ don’t worry it will take all day tomorrow to get the ok from ministry, so you can get back to me in the
morning. Does our agreement with TCE reguire us to run this by them first? At a minimum | would think we should let
them know in advance even just as a courtesy.

From: Kristin Jenkins

Sent: September 21, 2011 4:56 PM

To: Sharkawi, Rula (ENERGY); Lindsay, David {ENERGY); Colin Andersen; Patricia Phillips; Tim Butters; Gerard, Paul
(ENERGYY); 'Kulendran, Jesse (ENERGY)'

Subject: Toronfo Star Request - Cancellation of Oakville Contract

Katie Daubs from the Toronto Star contacted the OPA today to find cut how much cancelling the OGS contract will cost.
Her deadline is 5:00 pm tomorrow, Sept 22. As a reminder, the default position for a lot of media is to ascribe a $1
billion price tag to the cancelled contract. OPA’s proposed response - The Ontario Power Authority is continuing
discussions with TransCanada, the company selected te develop the Oakville plant. A number of options are being
explored to ensure the cutcome is in the best interest of Ontario ratepayers. A specific dollar figure is not available
right now. -

Kristin

Kristin Jenkins| Vice President, Corporate Communications | Ontario Power Authority | 120 Adelaide Street West, Suite 1600 |
Toronto, ON M5H 1T1 | tel. 416.959.6007 | fax. 416.957.1947 | www.powerauthority.on.ca




Aleksahdar Kojic

From: : Ivanoff, Paul [Plvanoff@osler.com]

Sent: September 22, 2011 8:02 AM

To: Michael Killeavy; Sebastiano, Rocco; Smith, Elliot

Cc: Susan Kennedy o

Subject: Re: Toronto Star Request - Cancellation of Qakville Contract

- Michael, we will get back to you this morning.
Regards,
Pau!

From: Michael Killeavy [mailto:Michael.Killeavy@powerauthority.on.ca]
Sent: Wednesday, September 21, 2011 05:15 PM

To: Ivanoff, Paul; Sebastiano, Rocco; Smith, Elliot
Cc: Susan Kennedy <Susan.Kennedy@powerauthority.on.ca>
Subject: Fw: Toronto Star Request - Cancellation of Oakville Contract

Can you guys comment on this proposed response to a media inquiry about OGS? Please see helow. Thx.

Michael Killeavy, LL.B., MBA, P.Eng.
Director, Contract Management
Ontario Power Authority

120 Adelaide St. West, Suite 1600
Toronto, Ontario, M5H 1T1
416-969-6288 (office)
416-969-6071 {fax)

416-520-9788 (cell)

Michael.killeavy@powerauthority.on.ca

From: Kristin Jenkins

Sent: Wednesday, September 21, 2011 05:08 PM

To: JoAnne Butler; Michael Lyle; Michael Killeavy

Cc: Colin Andersen

Subject: FW: Toronto Star Request - Cancellation of Oakville Contract

Below in the email to ministry is a proposed response to the Star. Can you please let me know if you are ok with
wording — don't worry it will take all day tomorrow to get the ok from ministry, so you can get back to me in the
morning. Does our agreement with TCE require us to run this by them first? At a minimum | would think we should let
them know in advance even just as a courtesy.

From: Kristin Jenkins
Sent: September 21, 2011 4:56 PM
To: Sharkawi, Rula (ENERGY); Lindsay, David (ENERGY); Colin Andersen; Patricia Phillips; Tim Butters; Gerard, Paul

(ENERGY); 'Kulendran, Jesse (ENERGY)'
Subject: Toronto Star Request ~ Cancellation of Oakville Contract

Katie Daubs from the Toronto Star contacted the OPA today to find out how much cancelling the OGS contract will cost.
Her deadline is 5:00 pm tomorrow, Sept 22. As a reminder, the default position for a lot of media is to ascribe a 51
billion price tag to the cancelled contract. OPA’s proposed response - The Ontario Power Authority is continuing

1



discussions with TransCanada, the company selected to develop the Oakville plant. A number of options are being
explored to ensure the outcome is in the best interest of Ontario ratepayers. A specific dollar figure is not available
right now.

Kristin

Kristin Jenkins| Vice President, Corporate Communications | Ontario Power Authority | 120 Adelaide Street West, Suite 1600 |
Toronto, ON M5H 1T1 | tel. 416.969.6007 | fax. 416.967.1947 | www.powerauthority.on.ca

This e-mail message and any files transmitted with it are intended only for the named recipient(s) above and may contain information that is
privileged, confidential and/or exempt from disclosure under applicable law, If you are not the intended recipient({s), any dissemination,
distribution or copying of this e-mail message or any files transmitted with it is strictly prohibited. If you have received th|5 message in error,
or are not the named recipient(s), please notify the sender immediately and delete this e-mail message. .

This e-mail message is privileged, confidential and subject fo
copyright. Any unauthorized use or disclosure is prohibited.

Le contenu du présent courriel est privilégié, confidentie! et
soumis a des droits d'auteur. Il est interdit de utiliser ou
de le divulguer sans autorisation.




Aleksandar Kojic

From: - Michael Killeavy

Sent: September 22, 2011 8:05 AM

To: Pivanoff@osler.con? o '

Subject: Re: Toronto Star Request - Cancellation of Oakville Contract
Thx

Michael Killeavy, LL.B., MBA, P.Eng.
Director, Contract Management
Ontario Power Authority

120 Adelaide St. West, Suite 1600
Toronto, Ontario, M5H 1T1
416-969-6288 (office)
416-969-6071 {fax)

416-520-9738 (cell}

Michael.killeavy@powerauthority.on.ca

From: Ivanoff, Paul [mailto:PIvanoff@osler.com]

Sent: Thursday, September 22, 2011 08:02 AM

To: Michael Killeavy; Sebastiano, Rocco <RSebastiano@osler.com>; Smith, Elliot <ESmith@osler.com>
Cc: Susan Kennedy

Subject: Re: Toronto Star Request - Cancellation of Oakville Contract

Michael, we will get back to you this morning.
Regards,
Paul

From: Michael Killeavy [mailto:Michael.Killeavy@powerauthority.on.ca]
Sent: Wednesday, September 21, 2011 05:15 PM

To: Ivanoff, Paul; Sebastiano, Rocco; Smith, Elliot
Cc: Susan Kennedy <Susan.Kennedy@powerauthority.on.ca>
Subject: Fw: Toronto Star Request - Cancellation of Oakville Contract

Can you guys comment on this proposed response to a media inquiry about OGS? Please see below. Thx.

Michael Killeavy, LL.B., MBA, P.Eng.

Director, Contract Management

Ontario Power Authority

120 Adelaide St. West, Suite 1600
"Toronto, Ontario, M5H 1T1

416-969-6288 (office)

416-969-6071 (fax)

416-520-9788 (cell)

Michael.killeavy@powerauthority.on.ca




From: Kristin Jenkins

Sent: Wednesday, September 21, 2011 05:08 PM

To: JoAnne Butler; Michael Lyle; Michael Killeavy

Cc: Colin Andersen

Subject: FW: Toronto Star Request - Cancellation of Qakville Contract

Below in the email to ministry is a proposed response to the Star. Can you please let me know if you are ok with
wording — don’t worry it will take all day tomorrow to get the ok from ministry, so you can get back to me in the
morning. Does our agreement with TCE require us to run this by them first? At a minimum | would think we should let
them know in advance even just as a courtesy.

From: Kristin Jenkins

Sent: September 21, 2011 4:56 PM

To: Sharkawi, Rula (ENERGY), Lindsay, David (ENERGY); Colin Andersen; Patricia Phillips; Tim Butters, Gerard, Paul
(ENERGY); 'Kulendran, Jesse (ENERGY)'

Subject: Toronto Star Request - Cancellation of Oakville Contract

Katie Daubs from the Toronto Star contacted the OPA today to find out how much cancelling the OGS contract will cost.
Her deadline is 5:00 pm tomorrow, Sept 22. As a reminder, the default position for a lot of media is to ascribe a 51
hillion price tag to the cancelled contract. OPA’s proposed response - The Ontario Power Authority is continuing
discussions with TransCanada, the company selected to develop the Oakville plant. A number of options are being
explored to ensure the outcome is in the best interest of Ontario ratepayers. A specific dollar figure is not available
right now.

Kristin

Kristin Jenkins| Vice President, Corporate Communications | Ontario Power Authority | 120 Adelaide Street West, Suite 1600 |
Toronto, ON M5H 1T1 | tel. 416.969.6007 | fax. 416.967.1947 | www.powerauthority.on.ca

This e-mail message and any files transmitted with it are intended only for the named recipient(s) above and may contain information that is
privileged, confidential and/or exempt from disclosure under applicable law. If you are not the intended recipient(s), any dissemination,
distribution or copying of this e-mail message or any files transmitted with it is strictly prohibited. If you have received this message in error, -
or are not the named recipient(s), please nctify the sender immediately and delete this e-mail message.

This e-mall message is privileged, confidential and subject to
copyright. Any unauthorized use or disclosure is prohibited.

Le contenu du présent courriel est privilégig, canfidentiel et
soumis & des droits d'auteur. 11 est interdit de [uiiliser ou
de le divulguer sans autorisation.




Aleksandar Kojic .

From: ,.Mlchael Kllleavy ‘ .

Senf: ~September 22,2011 8: 18 AM

To: ‘ Michael Lyle '

Subject: RE: Toronto Star Request - Cancellation of Oakville Contract

| agree with you that consent isn’t required. |am concerned that the part about us continuing discussions isn't really
true. )

| have asked Osler to review the text and provide comments by this morning.

Michael Killeavy, LL.B., MBA, P.Eng.
Director, Contract Management
Ontario Power Authority

120 Adelaide Street West, Suite 1600
Toronto, Ontario

M5H 171

416-969-6288

416-520-9788 (CELL)

416-967-1947 (FAX)

From: Michael Lyle

Sent: September 22, 2011 7:49 AM

To: Kristin Jenkins; JoAnne Butler; Michael Kllleavy

Cc: Colin Andersen; Susan Kennedy

Subject: Re: Toronto Star Request - Cancellation of Oakville Contract

This looks fine. | do not recall any obligation to notify them before making a statement to the media but | do not
currently have access to the agreement.

From: Kristin Jenkins

Sent: Wednesday, September 21, 2011 05:08 PM

To: JoAnne Butler; Michael Lyle; Michael Killeavy

Cc: Colin Andersen

Subject: FW: Toronto Star Request - Cancellation of Oakville Contract

Below in the email to ministry is a proposed response to the Star. Can you please let me know if you are ok with
wording — don’t worry it will take all day tomorrow to get the ok from ministry, so you can get back to me in the
morning. Does our agreement with. TCE require us to run this by them first? At a-minimum | would think we should let

them know in advance even just as a courtesy.

From: Kristin Jenkins

Sent: September 21, 2011 4:56 PM

To: Sharkawi, Rula (ENERGY); Lindsay, David (ENERGY); Colin Andersen; Patricia Phillips; Tim Butters; Gerard, Paul
(ENERGY); 'Kulendran, Jesse (ENERGY)'

Subject: Toronto Star Request - Cancellation of Oakville Contract



Katie Daubs from the Toronto Star contacted the OPA today to find out how much cancelling the OGS contract will cost.
Her deadline is 5:00 pm tomorrow, Sept 22. As a reminder, the default position for a lot of media is to ascribe a $1
billion price tag to the cancelled contract. OPA’s proposed response - The Ontario Power Authority is continuing
discussions with TransCanada, the company selected to develop the Qakville plant. A number of options are being
explored to ensure the outcome is in the best interest of Ontario ratepayers. A specific doliar figure is not available

right now,

Kristin

Kristin Jenkins| Vice President, Corporate Communications | Ontario Power Authority | 120 Adelaide Street West, Suite 1600 |
Toronto, ON M5H 1T1 | tel. 416.969.6007 | fax. 415.967.1947 | www.powerauthority.on.ca



Aleksandar Kojic

From: Michael Lyle

Sent: - = September 22, 2011 8:22 AM

To: . . Michael Killeavy

Subject: . Re: Toronto Star Request - Cancellation of Oakville Contract

| had a similar concern but do not know what else we can say given that we cannot reference the arb agreement.
Perhaps if were able to say the Govt and the OPA are continuing discussions that might be more accurate.

From: Michael Killeavy

Sent: Thursday, September 22, 2011 08:18 AM

To: Michael Lyle

Subject: RE: Toronto Star Request - Cancellation of Oakville Contract

| agree with you that consent isn’t required. | am concerned that the part about us continuing discussions isn’t really
true. ‘

| have asked Osler to review the text and provide comments by this morning.

Michael Killeavy, LL.B., MBA, P.Eng.
Director, Contract Management
Ontario Power Authority

120 Adelaide Street West, Suite 1600
Toronto, Ontario

M5H 1T1

416-969-6288

416-520-9788 (CELL)

416-967-1947 (FAX)

From: Michael Lyle

Sent: September 22, 2011 7:49 AM

To: Kristin Jenkins; JoAnne Butler; Michael Killeavy

Cc: Colin Andersen; Susan Kennedy

Subject: Re: Toronto Star Request - Cancellation of Qakville Contract

This looks fine. | do not recall any obligation to notify them before making a statement to the media but | do not
currently have access to the agreement.

From: Kristin Jenkins

‘Sent: Wednesday, September 21, 2011 05:08 PM

To: JoAnne Butler; Michael Lyle; Michae! Kilieavy

Cc: Celin Andersen

Subject: FW: Toronto Star Request - Cancellation of Qakville Contract

Below in the email to ministry is a proposed response to the Star. Can you please let me know if you are ok with
wording — don’t worry it will take all day tomorrow to get the ok from ministry, so you can get back to me in the
morning. Does our agreement with TCE require us to run this by them first? At a minimum | would think we should let
them know In advance even just as a courtesy.



From: Kristin Jenkins

Sent: September 21, 2011 4:56 PM

To: Sharkawi, Rula (ENERGYY); Lindsay, David (ENERGYY); Colin Andersen; Patricia Phillips; Tim Butters; Gerard, Paul
(ENERGY); 'Kulendran, Jesse (ENERGY)'

Subject: Toronto Star Request - Cancellation of Qakviile Contract

Katie Daubs from the Toronto Star contacted the OPA today to find out how much cancelling the OGS contract will cost.
Her deadline is 5:00 pm tomorrow, Sept 22. As a reminder, the default position for a iot of media is to ascribe a 51
billion price tag to the cancelled contract. OPA’s proposed response - The Ontario Power Authority is continuing
discussions with TransCanada, the company selected to develop the Oakville plant. A number of options are being
explored to ensure the outcome is in the best interest of Ontario ratepayers. A specific dollar figure is not available
right now.

Kristin

Kristin Jenkins] Vice President, Corporate Communications | Ontarie Power Authority | 120 Adelaide Street West, Suite 1600 |
Toronto, ON M5H 1T1 |-tel. 416.969.6007 | fax. 416.967.1947 | www.powerauthority.on.ca



Aleksandar Kojic

From: Michael Lyle

Sent: September 22, 2011 8:22 AM

To: Michael Killeavy

Subject: Re: Toronto Star Request - Cancellation of Oakvilie Contract

I had a similar concern but do not know what else we can say given that we cannot reference the arb agreement.
Perhaps if were able to say the Govt and the OPA are continuing discussions that might be more accurate.

From: Michael Killeavy

Sent: Thursday, September 22, 2011 08:18 AM

To: Michael Lyle ‘

Subject: RE: Toronto Star Request - Cancellation of Qakville Contract

| agree with you that consent isn’t required. | am concerned that the part about us continuing discussions isn’t really
true.

| have asked Osler to review the text and provide comments by this morning.

Michael Killeavy, LL.B., MBA, P.Eng.
Director, Contract Management
Ontario Power Authority

120 Adelaide Street West, Suite 1600
Toronto, Ontario

M5H 1T1

416-969-6283

416-520-9788 (CELL)

416-967-1947 (FAX)

From: Michael Lyle

Sent: September 22, 2011 7:49 AM

To: Kristin Jenkins; JoAnne Butler; Michael Killeavy

Cc: Colin Andersen; Susan Kennedy

Subject: Re: Toronto Star Request - Cancellation of Oakville Contract

This looks fine. | do not recall any obligation to notify them before making a statement to the media but | do not
currently have access to the agreement.

From: Kristin Jenkins

Sent: Wednesday, September 21, 2011 05:08 PM

To: JoAnne Butler; Michael Lyle; Michael Killeavy

Cc: Colin Andersen

Subject: FW; Toronto Star Request - Cancellation of Qakville Contract

Below in the email to ministry is a proposed response to the Star. Can you please let me know if you are ok with
wording —don’t worry it will take all day tomorrow to get the ok from ministry, so you can get back to me in the
morning. Does our agreement with TCE require us to run this by them first? At a minimum | would think we should let

them know in advance even Just as a courtesy.



From: Kristin Jenkins

Sent: September 21, 2011 4:56 PM

To: Sharkawi, Rula (ENERGY); Lindsay, David (ENERGY); Colin Andersen; Patricia Phillips; Tim Butters; Gerard, Paui
(ENERGY); 'Kulendran, Jesse (ENERGYY

Subject: Toronto Star Request - Cancellation of Oakville Contract

Katie Daubs from the Toronto Star contacted the OPA today to find out how much cancelling the OGS contract will cost.
Her deadline is 5:00 pm tomorrow, Sept 22. As a reminder, the default position for a lot of media is to ascribe a s1
billion price tag to the cancelled contract. OPA’s proposed response - The Ontario Power Authority is continuing
discussions with TransCanada, the company selected to develop the Oakville plant. A number of options are being
explored to ensure the outcome is in the best interest of Ontario ratepayers. A specific dollar figure is not available
right now.

Kristin

Kristin Jenkins| Vice President, Corporate Communications | Ontario Power Authority | 120 Adelaide Street West, Suite 1600 |
Toronto, ON M5H 1T1 | tel. 416.969.6007 | fax. 415.967.1947 | www.powerauthority.on.ca



Aleksandar Kojic

From: Michael Lyle _

Sent: September 22, 2011 8;22 AM

To: Michael Killeavy

Subject: Re; Toronto Star Request - Cancellation of Oakville Contract

| had a similar concern but do not know what else we can say given that we cannot reference the arb agreement.
Perhaps if were able to say the Govt and the OPA are continuing discussions that might be more accurate.

From: Michael Killeavy

Sent: Thursday, September 22, 2011 08:18 AM

To: Michael Lyle

Subject: RE: Toronto Star Request - Cancellation of Oakville Contract

| agree with you that consent isn’t required. | am concerned that the part about us continuing discussions isn’t really
true.

| have asked Osler to review the text and provide comments by this morning.

Michael Killeavy, LL.B., MBA, P.Eng.
Director, Contract Management
Ontario Power Authority

120 Adelaide Street West, Suite 1600
Toronto, Ontario

MS5H 171

416-969-6288

416-520-9788 (CELL)

416-967-1947 (FAX)

From: Michael Lyle

Sent: September 22, 2011 7:49 AM

To: Kristin Jenkins; JoAnne Butler; Michael Killeavy

Cc: Colin Andersen; Susan Kennedy

Subject: Re: Toronto Star Request - Cancellation of Oakville Contract

This looks fine. | do not recall any obligation to notify them before making a statement to the media but | do not
currently have access 1o the agreement.

From: Kristin Jenkins

Sent: Wednesday, September 21, 2011 05:08 PM

To: JoAnne Butler; Michael Lyle; Michael Killeavy

Cc: Colin Andersen

Subject: FW: Toronto Star Request - Cancellation of Oakville Contract

Below in the email to ministry is a proposed response to the Star. Can you please let me know if you are ok with
wording — don’t worry it will take all day tomorrow to get the ok from ministry, so you can get back to me in the
morning. Does our agreement with TCE require us to run this by them first? Ata minimum | would think we should let
them know in advance even just as a courtesy.



From: Kristin Jenkins

Sent: September 21, 2011 4:56 PM

To: Sharkawi, Rula (ENERGY); Lindsay, David (ENERGY); Cofin Andersen; Patricia Phillips; Tim Butters; Gerard, Paul
(ENERGY); 'Kulendran, Jesse (ENERGY)'

Subject: Toronto Star Request - Cancellation of Oakville Contract

Katie Daubs from the Toronto Star contacted the OPA today to find out how much cancelling the OGS contract will cost.
Her deadline is 5:00 pm tomorrow, Sept 22. As a reminder, the default position for a lot of media is to ascribe a $1
billion price tag to the cancelled contract. OPA’s proposed response - The Ontario Power Authority is continuing
discussions with TransCanada, the company selected to develop the Oakville plant. A number of options are being
explored to ensure the outcome is in the best interest of Ontario ratepayers, A specific dollar figure is not available
right now.

Kristin

Kristin Jenkinsj Vice President, Corporate Communications | Ontario Power Authority | 120 Adelaide Street West, Suite 1600 |
Toronto, ON M5H 1T1 | tel. 416.969.6007 | fax. 416.967.1947 | www.powerauthority.on.ca



Aleksandar Kojic

From: Michael Killeavy _

Sent: September 22, 2011 8:23 AM -

To: Michael Lyle R )
Subject: RE: Toronto Star Request - Cancellation of Oakville Contract

I had suggested that we say “... the process was proceeding blah blah blah.....” or words to that effect. My take is that
this is true. It's just not us doing it.

Michael Killeavy, LL.B., MBA, P.Eng.
Director, Contract Management
Ontario Power Authority

120 Adelaide Street West, Suite 1600
Toronto, Ontario - ’

M5H 1T1

416-969-6288

416-520-9788 {CELL)

416-967-1947 {FAX)

From: Michaei Lyle
Sent: September 22, 2011 8:22 AM

To: Michael Killeavy
Subject: Re: Toronto Star Request - Cancellation of Qakville Contract

{ had a similar concern but do not know what else we can say given that we cannot reference the arb agreement.
Perhaps if were able to say the Govt and the OPA are continuing discussions that might be more accurate.

From: Michael Killeavy
Sent: Thursday, September 22, 2011 08:18 AM

To: Michael Lyle
Subject: RE: Toronto Star Request - Cancellation of Oakville Contract

| agree with you that consent isn’t required. |.am concerned that the part about us continuing discussions isn’t reélly
true.

| have asked Osler to review the text and provide comments by this morning.

Michael Killeavy, [1.B., MBA, P.Eng.
Director, Contract Management
Ontario Power Authority

120 Adelaide Street West, Suite 1600
Toronto, Ontario

M5H 1T1

416-969-6288

416-520-9788 (CELL)

416-967-1947 (FAX)



From: Michael Lyle

Sent: September 22, 2011 7:49 AM

To: Kristin Jenkins; JoAnne Butler; Michael Killeavy

Cc: Colin Andersen; Susan Kennedy

Subject: Re: Toronto Star Request - Cancellation of Oakville Contract

This looks fine. | do not recall any obligation to notify them before making a statement to the media but | do not
currently have access to the agreement.

From: Kristin Jenkins

Sent: Wednesday, September 21, 2011 05:08 PM

To: JoAnne Butler; Michael Lyle; Michael Killeavy

Cc: Colin Andersen-

Subject: FW: Toronto Star Request - Cancellation of Qakville Contract

Below in the email to ministry is a proposed response to the Star. Can you please let me know if you are ok with
wording —don’t worry it will take all day tomorrow to get the ok from ministry, so you can get back to me in the
morning. Does our agreement with TCE require us to run this by them first? At a minimum | would think we should let
them know in advance even just as a courtesy.

From: Kristin Jenkins

Sent: September 21, 2011 4:56 PM

To: Sharkawi, Rula (ENERGY); Lindsay, David (ENERGY); Colin Andersen; Patricia Phillips; Tim Butters; Gerard, Paul
(ENERGY); 'Kulendran, Jesse (ENERGY)'

Subject: Toronto Star Request - Cancellation of Oakville Contract

Katie Daubs from the Toronto Star contacied the OPA today to find out how much cancelling the OGS contract will cost.
Her deadline is 5:00 pm tomorrow, Sept 22. As a reminder, the default position for a lot of media is to ascribe a $1
billion price tag to the cancelled contract. OPA’s proposed response - The Ontario Power Authority is continuing
discussions with TransCanada, the company selected to develop the Oakville plant. A number of options are being
explored to ensure the outcome is in the best interest of Ontario ratepayers. A specific dollar figure is not available
right now.

Kristin

Kristin Jenkins| Vice President, Corporate Communications | Ontario Power Authority | 120 Adelaide Street West, Suite 1600 |
Toronto, ON M5H 171 | tel. 416.969.6007 | fax. 416.967.1947 | www.powerauthority.on.ca



Aleksandar Kojic

From: Michael Lyle

Sent: September 22, 2011 8:25 AM

To: Michael Killeavy

Subject: Re: Toronto Star Request - Cancellation of Oakville Contract

| would be good with that.

From: Michael Killeavy

Sent: Thursday, September 22, 2011 08:23 AM

To: Michael Lyle

Subject: RE: Toronto Star Request - Canceliation of Oakvilie Contract

! had suggested that we say “... the process was proceeding blah blah blah.....” or words to that effect. My take is that
this is true. It’s just not us doing it.

Michael Killeavy, LL.B., MBA, P.Eng.
Director, Contract Management
Ontario Power Authority

120 Adelaide Street West, Suite 1600
Toronto, Ontario

M5H 1T1

416-969-6288

416-520-9788 (CELL)

416-967-1947 (FAX)

From: Michael Lyle

Sent: September 22, 2011 8:22 AM

To: Michael Killeavy

Subject: Re: Toronto Star Request - Cancellation of Oakville Contract

1 had a similar concern but do not know what else we can say given that we cannot reference the arb agreement.
Perhaps if were able to say the Govt and the OPA are continuing discussions that might be more accurate.

From: Michael Killeavy

Sent: Thursday, September 22, 2011 08:18 AM

To: Michael Lyle

Subject: RE: Toronto Star Request - Cancellation of Oakville Contract

| agree with you that consent isn’t required. | am concerned that the part about us continuing discussions isn’t really
true. ’

I have asked Osler to review the text and provide comments by this morning.

Michael Kiileavy, LL.B., MBA, P.Eng. -
Director, Contract Management



Ontario Power Authority

120 Adelaide Street West, Suite 1600
Toronto, Ontario

M5H 1T1

416-969-6288

416-520-9788 (CFLL)

416-967-1947 (FAX)

From: Michael Lyle

Sent: September 22, 2011 7:49 AM

To: Kristin Jenkins; JoAnne Butler; Michael Killeavy

Cc: Colin Andersen; Susan Kennedy

Subject: Re: Toronto Star Request - Cancellation of Oakville Contract

This looks fine. | do not recall any obligation to notify them before making a statement to the media but | do not
currently have access to the agreement.

From: Kristin Jenkins

Sent: Wednesday, September 21, 2011 05:08 PM

To: JoAnne Butler; Michael Lyle; Michael Killeavy

Cc: Colin Andersen

Subject: FW: Toronto Star Request - Cancellation of Oakville Contract

Below in the email to ministry is a proposed response to the Star. Can you please let me know if you are ok with
wording — don’t worry it will take all day tomorrow to get the ok from ministry, so you can get back to me in the
morning. Does our agreement with TCE require us to run this by them first? At a minimum | would think we should et
them know in advance even just as a courtesy.

From: Kristin Jenkins

Sent: September 21, 2011 4:56 PM

To: Sharkawi, Rula (ENERGY); Lindsay, David (ENERGY); Colin Andersen; Patricia Phillips; Tim Butters; Gerard, Paul
(ENERGY); 'Kulendran, Jesse (ENERGY)'

Subject: Toronto Star Request - Cancellation of Oakville Contract

Katie Daubs from the Toronto Star contacted the OPA today to find out how much cancelling the OGS contract will cost.
Her deadline is 5:00 pm tomorrow, Sept 22. As a reminder, the default position for a lot of media is to ascribe a 51
billion price tag to the cancelled contract. OPA’s proposed response - The Ontario Power Authority is continuing
discussions with TransCanada, the company selected to develop the Ozkville plant. A number of options are being
explored to ensure the outcome is in the bestinterest of Ontario ratepayers. A specific dollar figure is not available
right now.

Kristin

Kristin Jenkins| Vice President, Corporate Communications | Ontario Power Authority | 120 Adelaide Street West, Suite 1600 |
Toronto, ON M5H 1T1 | tel. 416.969.6007 | fax. 416.967.1947 | www.powerauthority.on.ca



Aleksandar Kojic

From: Michael Lyle

Sent: September 22, 2011-8:25 AM

To: Michael Killeavy

Subject: Re: Toronto Star Request - Cancellation of Oakville Contract

| would be good with that.

From: Michael Killeavy :

Sent: Thursday, September 22, 2011 08:23 AM

To: Michael Lyle

Subject: RE: Toronto Star Request - Cancellation of Oakville Contract -

I had suggested that we say “... the process was proceeding blah blah blah.....” or words to that effect. My take is that
this is true. It's just not us doing it.

Michael Killeavy, LL.B., MBA, P.Eng.
Director, Contract Management
Ontario Power Authority

120 Adelaide Street West, Suite 1600
Toronto, Ontario

M5H 1T1

416-29659-6288

416-520-9788 (CELL)

416-967-1947 (FAX)

From: Michaei Lyle

Sent: September 22, 2011 8:22 AM

To: Michael Killeavy

Subject: Re: Toronto Star Request - Cancellation of Oakville Contract

§ had a similar concern but do not know what else we can say given that we cannot reference the arb agreement,
Perhaps if were able to say the Govt and the OPA are continuing discussions that might be more accurate.

From: Michael Killeavy

Sent: Thursday, September 22, 2011 08:18 AM

To: Michael Lyle

Subject: RE: Toronto Star Request - Canceliation of Oakville Contract

{ agree with you that consent isn’t required. | am concerned that the part about us continuing discussions isn’t really
frue. ‘

| have asked Osler to review the text and provide comments by this morning.

Michael Killeavy, LL.B., MBA, P.Eng.
Director, Contract Management



Ontario Power Authority

120 Adelaide Street West, Suite 1600
Toronto, Ontario

M5H 1T1

416-969-6288

416-520-9788 {CELL)

416-967-1947 (FAX)

From: Michael Lyle

Sent: September 22, 2011 7:49 AM

To: Kristin Jenkins; JoAnne Butler; Michael Killeavy

Cc: Colin Andersen; Susan Kennedy

Subject: Re: Toronto Star Request - Cancellation of Oakville Contract

This jooks fine. 1 do not recail any obligation to notify them before making a statement o the media but | do not
currently have access to the agreement. :

From: Kristin Jenkins

Sent: Wednesday, September 21, 2011 05:08 PM

To: JoAnne Butler; Michael Lyle; Michael Killeavy

Cc; Colin Andersen

Subject: FW: Toronto Star Request - Canceliation of Qakville Contract

Below in the email to ministry is a proposed response to the Star. Can you please let me know if you are ok with
wording —don't worry it will take all day tomorrow to get the ok from ministry, so you can get back to me in the
morning. Does our agreement with TCE require us to run this by them first? At a minimum [ would think we should let
them know in advance even just as a courtesy.

From: Kristin Jenkins .

Sent: September 21, 2011 4:56 PM

To: Sharkawi, Rula (ENERGY); Lindsay, David (ENERGY); Colin Andersen; Patricia Phillips; Tim Butters; Gerard, Paul
(ENERGY); 'Kulendran, Jesse (ENERGY)'

Subject: Toronto Star Request - Cancellation of Oakville Contract

Katie Daubs from the Toronto Star contacted the OPA today to find out how much cancelling the OGS contract will cost.
Her deadline is 5:00 pm tomorrow, Sept 22. As a reminder, the default position for a lot of media is to ascribe a $1
billion price tag to the cancelled contract. OPA’s proposed response - The Ontario Power Authority is continuing
discussions with TransCanada, the company selected to develop the Oakville plant. A number of options are being
explored to ensure the outcome is in the best interest of Ontario ratepayers. A specific dollar figure is not available
right now.

Kristin

Kristin Jenkins| Vice President, Corporate Communications | Ontario Power Authority | 120 Adelaide Street West, Suite 1600 |
Toronto, ON M5H 171 | tel, 416.969.6007 | fax. 416.967.1947 | www.powerauthority.on.ca



Aleksandar Kojic

From: Michael Lyle

Sent: September 22, 2011 8:25 AM

To: Michael Killeavy

Subject: Re: Toronto Star Request - Cancellation of Oakville Contract

| would be good with that.

From: Michael Killeavy

Sent: Thursday, September 22, 2011 08:23 AM

To: Michael Lyle

Subject: RE: Toronto Star Request - Cancellation of Oakville Contract

| had suggested that we say “... the process was proceeding blah blah blah.....” or words to that effect. My take is that
this Is true. [t's just not us doing it.

Michael Killeavy, LL.B., MBA, P.Eng.
Director, Contract Management
Ontario Power Authority

120 Adelaide Street West, Suite 1600
Toronto, Ontaric

M5H 171

416-969-6288

416-520-9788 {CELL)

416-967-1947 (FAX)

From: Michael Lyle
Sent: September 22, 2011 8:22 AM

To: Michael Killeavy
Subject: Re: Toronto Star Request ~ Cancellation of Qakville Contract

| had a similar concern but do not know what else we can say given that we cannot reference the arb agreement.
Perhaps if were able to say the Govt and the OPA are continuing discussions that might be more accurate.

From: Michael Killeavy

Sent: Thursday, September 22, 2011 08:18 AM

To: Michael Lyle

Subject: RE: Toronto Star Request - Cancellation of Oakville Contract

i agree with you that consent isn’t reguired. |am concerned that the part about us continuing discussions isn’t really
true. o '

| have asked Osler to review the text and provide comments by this morning.

Michael Killeavy, LL.B., MBA, P.Eng.
Director, Contract Management



Ontario Power Authority

120 Adelaide Street West, Suite 1600
Toronto, Ontario

M5H 1T1

416-969-6288

416-520-9788 (CELL)

416-967-1947 (FAX)

From: Michael Lyle

Sent: September 22, 2011 7:49 AM

To: Kristin Jenkins; JoAnne Butter; Michael Killeavy

Cc: Colin Andersen; Susan Kennedy

Subject: Re: Toronto Star Request - Cancellation of Oakville Contract

This looks fine. | do not recail any obligation to notify them before making a statement to the media but ! do not
currently have access to the agreement. :

From: Kristin Jenkins

Sent: Wednesday, September 21, 2011 05:08 PM

To: JoAnne Butler; Michael Lyle; Michael Killeavy

Cc: Colin Andersen

Subject: FW: Toronto Star Request - Cancellation of Oakville Contract

Below in the email to ministry is a proposed response to the Star. Can you please iet me know if you are ok with
wording — don’t worry it will take all day tomorrow to get the ok from ministry, so you can get back to me in the
morning. Does our agreement with TCE require us to run this by them first? At a minimum | would think we should let
them know in advance even just as a courtesy.

From: Kristin Jenkins

Sent: September 21, 2011 4:56 PM

To: Sharkawi, Rula (ENERGY); Lindsay, David (ENERGY); Colin Andersen; Patricia Phillips; T|m Butters; Gerard, Paul
(ENERGY); 'Kulendran, Jesse (ENERGY)'

Subject: Toronto Star Request - Cancellation of Oakville Contract

Katie Daubs from the Toronto Star contacted the OPA today to find cut how much cancelling the OGS contract wilk cost.
Her deadline is 5:00 pm tomorrow, Sept 22. As a reminder, the default position for a lot of media is to ascribe a 51
billion price tag to the cancelled contract. OPA’s proposed response - The Ontario Power Authority is continuing
discussions with TransCanada, the company selected to develop the Oakville plant. A number of options are being
explored to ensure the outcome is in the best interest of Ontario ratepayers. A specific dollar figure is not available
right now.

Kristin

Kristin Jenkins| Vice President, Corporate Communications | Ontario Power Authority | 120 Adelaide Street West, Suite 1600 |
Toronto, ON M5H 171 | tel. 416.969.6007 | fax. 416.967.1947 | www.powerauthorjtv.on.ca



Aleksandar Kojic

From: ' Michael Killeavy

Sent: September 22, 2011 8:25 AM
To: _ Michael Lyle -
Subject:” _ ~ -~ RE: Toronto Star Request - Cancellation of Oakville Contract

Perhaps you could suggest it ... my suggestion fell on deaf ears.

Michael Killeavy, LL.B., MBA, P.Eng.
Director, Contract Management
Ontario Power Authority

120 Adelaide Street West, Suite 1600
Toronto, Ontario

M5BH 1T1

416-969-6288

416-520-9788 (CELL)

416-967-1947 (FAX)

From: Michael Lyle

Sent: September 22, 2011 8:25 AM

To: Michael Killeavy

Subject: Re: Toronto Star Request - Cancellation of Oakville Contract

| would be good with that.

From: Michael Killeavy

Sent: Thursday, September 22, 2011 08:23 AM

To: Michael Lyle

Subject: RE: Toronto Star Request - Cancellation of Oakville Contract

| had suggested that we say “... the process was proceeding blah blah blah.....” or words to that effect. My take is that
this is true. It’s just not us doing it.

Michael Killeavy, LL.B., MBA, P.Eng.
Director, Contract Management
Ontario Power Authority

120 Adelaide Street West, Suite 1600
Toronto, Ontario

M5H 1T1

416-969-6288

416-520-9788 (CELL)

416-967-1947 (FAX) -



From: Michael Lyle

Sent: September 22, 2011 8:22 AM

To: Michael Killeavy

Subject: Re: Toronto Star Request - Cancellation of Oakville Contract

I had a similar concern but do not know what else we can say given that we cannot reference the arb agreement.
Perhaps if were able to say the Govt and the OPA are continuing discussions that might be more accurate.

From: MIChEiE[ Killeavy

Sent: Thursday, September 22, 2011 08:18 AM

To: Michael Lyle

Subject: RE: Toronto Star Request - Cancellation of Qakville Contract

| agree with you that consent isn’t required. | am concerned that the part about us continuing discussions isn’t really
true.

1 have asked Osier to review the text and provide comments by this morning.

Michael Killeavy, LL.B., MBA, P.Eng.
Director, Contract Management
Ontario Power Authority

120 Adelaide Street West, Suite 1600
Toronto, Ontario

M5H 1Tl

416-969-6288

416-520-9788 (CELL)

416-967-1947 (FAX)

From: Michael Lyle

Sent: September 22, 2011 7:49 AM

To: Kristin Jenkins; JoAnne Butler; Michael Killeavy

Cc: Colin Andersen; Susan Kennedy

Subject: Re: Toronto Star Request - Cancellation of Oakville Contract

This looks fine. | do not recall any obligation to notify them before making a statement to the media but | do not
currently have access to the agreement.

From: Kristin Jenkins

Sent: Wednesday, September 21, 2011 05:08 PM

To: JoAnne Butler; Michael Lyle; Michael Killeavy

Cc: Colin Andersen

Subject: FW: Toronto Star Request - Cancellation of Oakville Contract

Below in the email to ministry is a proposed response to the Star. Can you please let me know if you are ok with
wording ~ don’t wortry it will take all day tomorrow to get the ok from ministry, so you can get back to me in the
morning. Does our agreement with TCE reguire us to run this by them first? Ata minimum | would think we should let
them know in advance even just as a courtesy.

From: Kristin Jenkins
Sent: September 21, 2011 4:56 PM



To: Sharkawi, Rula (ENERGY); Lindsay, David (ENERGY); Colin Andersen; Patricia Phillips; Tim Butters; Gerard, Paul
(ENERGY); 'Kulendran, Jesse (ENERGY)' _
Subject: Toronto Star Request - Cancellation of Oakville Contract

Katie Daubs from the Toronto Star contacted the OPA today to find out how much cancelling the OGS contract will cost.
Her deadling is 5:00 pm tomorrow, Sept 22. As a reminder, the default position for a lot of media is to ascribe a $1
billion price tag to the cancelled contract. OPA’s proposed response - The Ontario Power Authority is continuing
discussions with TransCanada, the company selected to develop the Oakville plant. A number of options are being
explored to ensure the cutcome is in the best interest of Ontario ratepayers. A specific dollar figure is not available
right now, :

Kristin

Kristin Jenkins| Vice President, Corporate Communications | Ontario Power Authority | 120 Adelaide Street West, Suite 1600 |
Toronte, ON M5H 1T1 | tel. 416.969.6007 | fax. 416.967.1947 | www.powerauthority.on.ca



Aleksandar Kojic

From: Michael Lyle :

Sent: . September 22, 2011 8:31 AM

To: _ Kristin Jenkins; JoAnne Butler; Michael Killeavy

Ce: _ Colin Andersen; Susan Kennedy

Subject: Re: Toronto Star Request - Cancellation of Oakville Contract

Thinking about this sorne more it might be better to fudge who is actually engaged in ongoing negotiations with TCE by

n

just starting with "Discussions are ongoing.....".

From: Michael Lyle

Sent: Thursday, September 22, 2011 07:49 AM

To: Kristin Jenkins; JoAnne Butler; Michael Killeavy

Cc: Colin Andersen; Susan Kennedy

Subject: Re: Toronto Star Request - Cancellation of Oakville Contract

This looks fine. | do not recall any obligation to notify them before making a statement to the media but | do not
currently have access to the agreement.

From: Kristin Jenkins

Sent: Wednesday, September 21, 2011 05:08 PM

To: JoAnne Butler; Michael Lyle; Michael Killeavy

Cc: Colin Andersen

Subject: FW: Toronto Star Request - Cancellation of Oakville Contract

Below in the email to ministry is a proposed response to the Star. Can you please let me know if you are ok with
wording — don’t worry it will take all day tomorrow to get the ok from ministry, so you can get back to me in the
morning. Does our agreement with TCE require us to run this by them first? At a minimum | would think we should let
them know in advance even just as a courtesy.

From: Kristin Jenkins
Sent: September 21, 2011 4:56 PM
To: Sharkawi, Rula (ENERGY); Lindsay, David {ENERGY); Colin Andersen; Patricia Phillips; Tim Butters; Gerard, Paul

{ENERGYY; "Kulendran, Jesse (ENERGY)'
Subject: Toronto Star Request - Cancellation of Oakville Contract

Katie Daubs from the Toronto Star contacted the OPA today to find out how much cancelling the OGS contract will cost.
Her deadline is 5:00 pm tomorrow, Sept 22. As a reminder, the default position for a lot of media is to ascribe a 51
hillion price tag to the cancelled contract. OPA’s proposed response - The Ontario Power Authority is continuing
discussions with TransCanada, the company selected to develop the Oakville plant. A number of options are being
explored to ensure the outcome is in the best interest of Cntario ratepayers. A specific dollar figure is not available
right now.

Kristin

Kristin Jenkins| Vice President, Corporate Communications | Ontario Power Authority | 120 Adelaide Street West, Suite 1600 |
Toronto, ON M5H 1T1 | tel. 416.969.6007 | fax. 41.6.967.1947 | www.powerauthority.on.ca



Aleksandar Kojic

From: : Mlchael Kllleavy

Seht: September 22, 2011 8:31 AM

To:. Michael Lyle; Krlstm Jenkins; JoAnne Butler

Cce: Colin Andersen; Susan Kennedy

Subject: RE: Toronto S’tar Request - Cancellation of Oakville Contract
| agree.

Michael Killeavy, LL.B., MBA, P.Eng.
Director, Contract Management
Ontario Power Authority

120 Adelzide Street West, Suite 1600
Toronto, Ontario

M5H 1T1

416-969-6288

416-520-9788 (CELL)

416-967-1947 {FAX)

From: Michael Lyle

Sent: September 22, 2011 8:31 AM

To: Kristin Jenkins; JoAnne Butler; Michael Killeavy
Cc: Colin Andersen; Susan Kennedy

Subject: Re: Toronto Star Request - Cancellation of Oakville Contract

Thinking about this some more it might be better to fudge who is actually engaged in ongoing negotiations with TCE by

14

just starting with "Discussions are ongoing.....".

From: Michael Lyle

Sent: Thursday, Septermnber 22, 2011 07:49 AM

To: Kristin Jenkins; JoAnne Butler; Michael Killeavy

Cc: Colin Andersen; Susan Kennedy

Subject: Re: Toronto Star Request - Cancellatlon of Oakville Contract

This looks fine. | do not recall any obligation to notify them before making a statement to the media but I do not
currently have access to the agreement.

From: Kristin Jenkins

Sent: Wednesday, September 21, 2011 05:08 PM

To: JoAnne Butier; Michael Lyle; Michael Killeavy

Cc: Colin Andersen

Subject: FW: Toronto Star Request - Cancellation of Oakville Contract

Below in the email to ministry is a proposed response to the Star. Can you please let me know if you are ok with
wording —don’t worry it will take all day tomorrow to get the ok from ministry, so you can get back to me in the
morning. Does our agreement with TCE require us to run this by them first? At a minimum | would think we should let
them know in advance even just as a courtesy.




From: Kristin Jenkins

Sent: September 21, 2011 4:56 PM

To: Sharkawi, Rula (ENERGYY); Lindsay, David (ENERGY); Colin Andersen; Patricia Phillips; Tim Butters; Gerard, Paul
(ENERGY); 'Kulendran, Jesse (ENERGY)'

Subject: Toronto Star Request - Cancellation of Oakville Contract

Katie Daubs from the Toronto Star contacted the OPA today to find out how much cancelling the OGS contract will cost,
Her deadline is 5:00 pm tomorrow, Sept 22. As a reminder, the default position for a lot of media is to ascribe a $1
billion price tag to the cancelled contract. OPA’s proposed response - The Ontario Power Authority is continuing
discussions with TransCanada, the company selected to develop the Qakville plant. A number of options are being
explored to ensure the outcome is in the best interest of Ontario ratepayers. A specific dollar figure is not available
right now.

Kristin

Kristin Jenkins| Vice President, Corporate Communications | Ontario Power Authority | 120 Adelaide Street West, Suite 1600 |
Toronto, ON M5H 1T1 | tel. 416.969.6007 | fax. 416.967.1947 | www.powerauthority,on.ca



Aleksandar Kojic

From: JoAnne Butler _

Sent: September 22, 2011 9:02 AM

To: Michael Killeavy; Michael Lyle; Kristin Jenkins

Cc: Colin Andersen; Susan Kennedy

Subject: - RE: Toronto Star Request - Cancellation of Oakville Contract

| agree as well. As for notification, maybe Colin could, out of courtesy, mention to Alex on his call that the press are
getting nosy on this one and we providing holding messages??

ICB

JoAnne C. Butler
Vice President, Electricity Resources
Ontario Power Authority

120 Adelaide Street West, Suite 1600
Toronto, Ontario M5H 171

416-269-6005 Tel.
416-969-6071 Fax.

joanne.butler@powerauthority.on.ca

From: Michael Killeavy

Sent: Jueves, 22 de Septiembre de 2011 08:31 a.m.

To: Michae! Lyle; Kristin Jenkins; JoAnne Butler

Cc: Colin Andersen; Susan Kennedy

Subject: RE: Toronto Star Request - Cancellation of Oakville Contract

[ agree.

Michaet Killeavy, LL.B., MBA, P.Eng.

- Director, Contract Management
Ontario Power Authority

120 Adelaide Street West, Suite 1600
Toronto, Ontario

M5H 1T1

416-969-6288

416-520-9788 (CELL)

416-967-1947 (FAX)

From: Michael Lyle

Sent: September 22, 2011 8:31 AM

To: Kristin Jenkins; JoAnne Butler; Michael Kifleavy

Cc: Colin Andersen; Susan Kennedy

Subject: Re: Toronto Star Request - Cancellation of Oakville Contract

Thinking about this some more it might be better to fudge who is actually engaged in ongoing negotiations with TCE by

just starting with "Discussions are ongoing....."




From: Michael Lyle

Sent: Thursday, September 22, 2011 07:49 AM

To: Kristin Jenkins; JoAnne Butler; Michae! Killeavy

Cc: Colin Andersen; Susan Kennedy

Subject: Re: Toronto Star Request - Cancellation of Oakville Contract

This looks fine. | do not recall any obligation to notify them before making a statement to the media but | do not
currently have access to the agreement.

From: Kristin Jenkins

Sent: Wednesday, September 21, 2011 05:08 PM

To: JoAnne Butler; Michael Lyle; Michael Killeavy

Cc: Colin Andersen

Subject: FW: Toronto Star Request - Cancellation of Oakville Contract

Below in the email to ministry is a proposed response to the Star. Can you please let me know if you are ok with
wording — don’t worry it will take ail day tomorrow to get the ok from ministry, so you can get back to me in the
morning. Does our agreement with TCE require us to run this by them first? At a minimum | would think we should et
them know in advance even just as a courtesy.

From: Kristin Jenkins

Sent: September 21, 2011 4:56 PM

To: Sharkawi, Rula (ENERGY); Lindsay, David (ENERGY); Colin Andersen; Patricia Phillips; Tim Butters; Gerard, Paul
(ENERGY); 'Kulendran, Jesse (ENERGY)'

Subject: Toronto Star Request - Cancellation of Oakville Contract

Katie Daubs from the Toronto Star contacted the OPA today to find out how much cancelling the OGS contract will cost.
Her deadline is 5:00 pm tomorrow, Sept 22, As a reminder, the default position for a lot of media is to ascribe a $1
billion price tag to the cancelled contract. OPA’s proposed response - The Ontario Power Authority is continuing
discussions with TransCanada, the company selected to develop the Oakville plant. A number of options are being
explored to ensure the outcome is in the best interest of Ontario ratepayers. A specific dollar figure is not available
right now.

Kristin

Kristin Jenkins| Vice President, Corporate Communications | Ontario Power Authority | 120 Adelaide Street West, Suite 1600 |
Toronto, ON M5H 1T1 | tel. 416.969.6007 | fax. 416.967.1947 | www.powerauthority.on.ca



Aleksandar Kojic

From: Susan Kennedy

Sent: September 22, 2011 9:29 AM

To: JoAnne Butler; Michael Killeavy; Michael Lyle; Kristin Jenkins
Cc: Colin Andersen '

Subject: RE: Toronto Star Request - Cancellation of Oakville Contract
| agree as well,

Susan H. Kennedy
Associate General Counsel &
Director, Corporate/Commercial Law Group

From: JoAnne Butler

Sent: September 22, 2011 9:02 AM

To: Michael Killeavy; Michael Lyle; Kristin Jenkins

Cc: Colin Andersen; Susan Kennedy

Subject: RE: Toronto Star Request - Cancellation of Oakville Contract

| agree as well. As for notification, maybe Colin could, out of courtesy, mention to Alex on his call that the press are
getting nosy on this one and we providing holding messagas??

ICB

JoAnne C. Butler
Vice President, Electricity Resources
Ontario Power Authority

120 Adelaide Street West, Suite 1600
Toronto, Ontaric MSH 171

416-969-6005 Tel.
416-969-6071 Fax.
joanne.butler@oowerauthority.on.ca

From: Michael Killeavy

Sent: Jueves, 22 de Septiembre de 2011 08:31 a.m.

To: Michael Lyle; Kristin Jenkins; JoAnne Butler

Cc: Colin Andersen; Susan Kennedy

Subject: RE: Toronto Star Request - Cancellation of Oakville Contract

I agree.

Michael Killeavy, LL.B., MBA, P.Eng.
Director, Contract Management
Ontario Power Authority

120 Adelaide Street West, Suite 1600
Toronto, Ontario

M5H 1T1

416-969-6288

416-520-9788 (CELL)

416-967-1947 (FAX)



From: Michae! Lyle

Sent: September 22, 2011 8:31 AM

To: Kristin Jenkins; JoAnne Butler; Michael Killeavy

Ce: Colin Andersen; Susan Kennedy

Subject: Re: Toronto Star Request - Cancellation of Oakville Contract

Thinking about this some more it might be better to fudge who is actually engaged in ongoing negotiations with TCE by
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just starting with "Discussions are ongoing.....".

From: Michael Lyle

Sent: Thursday, September 22, 2011 07:49 AM

To: Kristin Jenkins; JoAnne Butler; Michael Killeavy

Cc: Colin Andersen; Susan Kennedy

Subject: Re: Toronto Star Request - Cancellation of Oakville Contract

This looks fine. | do not recall any obligation to notify them before making a statement to the media but i do not
currently have access to the agreement.

From: Kristin Jenkins

Sent: Wednesday, September 21, 2011 05:08 PM

To: JoAnne Butler; Michael Lyle; Michael Killeavy

Cc: Colin Andersen

Subject: FW: Toronto Star Reguest - Cancellation of Qakville Contract

Below in the email to ministry is a proposed response to the Star. Can you please let me know if you are ok with
wording — don’t worry it will take all day tomorrow to get the ok from ministry, so you can get back to me in the
morning. Does our agreement with TCE require us to run this by them first? At a minimum | would think we should let
them know in advance even just as a courtesy.

From: Kristin Jenkins

Sent: September 21, 2011 4:56 PM

To: Sharkawi, Rula (ENERGY); Lindsay, David (ENERGY); Colin Andersen; Patricia Phillips; Tim Butters; Gerard, Paul
{ENERGY); 'Kulendran, Jesse (ENERGY)'

Subject: Toronto Star Request - Cancellation of Qakville Contract

Katie Daubs from the Toronto Star contacted the OPA today to find out how much cancelling the OGS contract will cost.
Her deadline js 5:00 pm tomorrow, Sept 22. As a reminder, the default position for a lot of media is to ascribe a 51
billion price tag to the cancelled contract. OPA’s proposed response - The Ontario Power Authority is continuing
discussions with TransCanada, the company selected to develop the Oakvilie plant. A number of options are being
explored to ensure the outcome is in the best interest of Ontario ratepayers. A specific dollar figure is not available
right now.

Kristin

Kristin Jenkins] Vice President, Corporate Communications | Ontaric Power Authority | 120 Adelaide Street West, Suite 1600 |
Toronto, ON M5SH 1T1 | tel. 416.969.6007 | fax. 416.967.1947 | www.powerauthority.on,ca



Aleksandar Kojic

“From: Susan Kennedy

Sent: September 22, 2011 9:29 AM '

To: JoAnne Butler; Michael Kllleavy, Michael Lyle, Knstm Jenkins
Cc: Colin Andersen

Subject: RE: Toronto Star Request - Cancellation of Oakwlle Contract
| agree as well.

Susan H. Kennedy
Associate General Counsel &
Director, Corpeorate/Commercial Law Group

From: JoAnne Butler

Sent: September 22, 2011 9:02 AM

To: Michael Killeavy; Michael Lyle; Kristin Jenkins

Cc: Colin Andersen; Susan Kennedy

Subject: RE: Toronto Star Request - Cancellation of Oakville Contract

1 agree as well. As for notification, maybe Colin could, out of courtesy, mention to Alex on his call that the press are
getting nosy on this one and we providing holding messages??

JCB

JoAnne C. Butler
Vice President, Electricity Resources
Ontario Power Authority

120 Adelaide Street West, Suite 1600
Toronto, Onfaric MSH 1T1

416-969-6005 Tel.
416-969-5071 Fax.

joanne.butler@powerautharity.cn.ca

From: Michael Killeavy

Sent: Jueves, 22 de Septiembre de 2011 08:31 a.m.

To: Michael Lyle; Kristin Jenkins; JoAnne Butler

Cc: Colin Andersen; Susan Kennedy

Subject: RE: Toronto Star Reguest - Cancellation of Oakville Contract

} agree.

Michael Killeavy, LL.B., MBA, P.Eng.
Director, Contract Management
Ontario Power Authority

120 Adelaide Stréet West, Suite 1600
Toronto, Ontario

M5H 1T1

416-969-6288

416-520-9788 (CELL)

416-967-1947 (FAX)



From: Michael Lyle

Sent: September 22, 2011 8:31 AM

To: Kristin Jenkins; JoAnne Butler; Michael Kilieavy

Cc: Colin Andersen; Susan Kennedy

Subject: Re: Toronto Star Request - Cancellation of Oakville Contract

Thinking about this some more it might be better to fudge who is actually engaged in ongoing negotiations with TCE by

n

just starting with "Discussions are ongoing.....".

From: Michael Lyle

Sent: Thursday, September 22, 2011 07:49 AM

To: Kristin Jenkins; JoAnne Butler; Michael Killeavy

Cc: Colin Andersen; Susan Kennedy

Subject: Re: Toronto Star Request - Cancellation of Oakville Contract

This looks fine. | do not recall any obligation to notify them before making a statement to the media but ! do not
currently have access to the agreement.

From: Kristin Jenkins

Sent: Wednesday, September 21, 2011 05:08 PM

To: JoAnne Butler; Michael Lyle; Michael Killeavy

Cc: Colin Andersen

Subject: FW: Toronto Star Request - Cancellation of Oakvitle Contract

Below in the email to ministry is a proposed response to the Star. Can you please let me know if you are ok with
wording — don’t worry it will take all day tomorrow to get the ok from ministry, so you can get back to me in the
morning. Does our agreement with TCE require us to run this by them first? At a minimum | would think we should et
them know in advance even just as a courtesy.

From: Kristin Jenkins

Sent: September 21, 2011 4:56 PM

To: Sharkawi, Rula (ENERGY); Lindsay, David (ENERGY); Colin Andersen; Patricia Phillips; Tim Butters; Gerard, Paul
(ENERGY); 'Kulendran, Jesse (ENERGY)'

Subject: Toronto Star Request - Cancellation of Oakville Contract

Katie Daubs from the Toronto Star contacted the OPA today to find out how much cancelling the OGS contract will cost.
Her deadline is 5:00 pm tomorrow, Sept 22. As a reminder, the default position for a lot of media is to ascribe a $1
billion price tag to the cancelled contract. OPA’s proposed response - The Ontario Power Authority is continuing
discussions with TransCanada, the company selected to develop the Oakville plant. A number of options are being
explored to ensure the outcome is in the best interest of Ontario ratepayers. A specific dollar figure is not available
right now.

Kristin

Kristin Jenkins| Vice President, Corporate Communications | Ontario Power Authority ] 120 Adelaide Street West, Suite 1600 |
Toronto, ON M5H 1T1 | tel. 416.969.6007 | fax. 416.957.1947 | www.powerauthority.on.ca



Aleksandar Kojic

From: Smith, Elliot [ESmith@osler.com]

Sent: Sepiember 22, 2011 9:49 AM

To: Michael Killeavy; Ivanoff, Paul; Sebastiano, Rocco

Cc: Susan Kennedy

Subject: RE: Toronto Star Request - Canceliation of Oakville Contract
Michael,

We propose responding with the following:

The Ontario Power Authority is continuing to work with TransCanada, the company originally selected to
develop the Oakvilie plant, regarding the cancellation of Oakville Generating Station. A final resolution has
not yet been reached.

As a courtesy we’d suggest calling TCE to let them know about this.

EHiot

K

Ellict Smith, P.Eng.
Associate

416.862.6435 DIRECT
416.862.6666 FACSIMILE

esmith@osler.com

Osler, Hoskin & Harcourt LLP
Box 50, 1 First Canadian Place
Toronto, Ontario, Canada M5X 1B8

From: Michael Killeavy [mailto:Michael.Killeavy@powerauthority.on.ca]
Sent: Wednesday, September 21, 2011 5:16 PM

To: Ivanoff, Paul; Sebastiano, Rocco; Smith, Eiliot

Cc: Susan Kennedy
Subject: Fw: Toronto Star Request - Cancellation of Oakville Contract

Can you guys comment on this proposed response to a media inquiry about OGS? Please see below. Thx.

Michael Killeavy, LL.B., MBA, P.Eng.
Director, Contract Management
Ontario Power Authority

120 Adelaide St. West, Suite 1600
Toronta, Ontario, M5H 171
416-969-6288 {office)
416-969-6071 (fax)



416-520-9788 (cell)
Michael.killeavy@powerauthority.on.ca

From: Kristin Jenkins

Sent: Wednesday, September 21, 2011 05:08 PM

To: JoAnne Butler; Michael Lyle; Michael Killeavy

Cc: Colin Andersen

Subject: FW: Toronto Star Request - Cancellation of Oakville Contract

Below in the email to ministry is a proposed response to the Star. Can you please let me know if you are ok with
wording — don’t worry it will take all day tomorrow to get the ok from ministry, so you can get back to me in the
morning. Does our agreement with TCE require us to run this by them first? Ata minimum I would think we
should let them know in advance even just as a courtesy.

From: Kristin Jenkins

Sent: September 21, 2011 4:56 PM

To: Sharkawi, Rula (ENERGY); Lindsay, David (ENERGY); Colin Andersen; Patricia Phillips; Tim Butters; Gerard,
Paul (ENERGY); 'Kulendran, Jesse (ENERGY)'

Subject: Toronto Star Request - Cancellation of Oakville Contract

Katie Daubs from the Toronto Star contacted the OPA today to find out how much cancelling the OGS contract
will cost. Her deadline is 5:00 pm tomorrow, Sept 22. As a reminder, the default position for a lot of media is to
ascribe a $1 billion price tag to the cancelled contract. OPA’s proposed response - The Ontario Power Authority
is continuing discussions with TransCanada, the company selected to develop the Oakville plant. A number of
options are being explored to ensure the outcome is in the best interest of Ontario ratepayers. A specific dollar
figure is not available right now.

Kristin

Kristin Jenkins] Vice President, Corporate Communications | Ontario Power Authority | 120 Adelaide Street West, Suite 1600
| Toronto, ON M5H 1T1 | tel. 416.969.6007 | fax. 416.967.1947 | www.powerauthority.on.ca

This e-mail message and any flles transmitted with it are intended only for the named recipient(s) above and may contain
information that is privileged, confidential and/or exempt from disclosure under applicable law, If you are not the intended
recipient(s), any dissemination, distribution or copying of this e-mail message or any files transmitted with it is strictly prohibited. If
you have received this message in error, or are not the named recipient(s), please notify the sender immediately and delete this e-
mail message.

This e-mail message is privileged, confidential and subject to
copyright. Any unauthorized use or disciosure is prehibitad.

Le contenu du présent coursiel est privilégié, confidentiel et
soumis & des droits d'auteur. Il est interdit de l'utiliser ou
de le divulguer sans autorisation.




Aleksandar Kojic

From: Michael Killeavy

Sent: September 22, 2011 10:20 AM

To: Kristin Jenkins; Michagl Lyle; JoAnne Butler, Colin Andersen
Subject: Fw: Toronto Star Request - Cancellation of Oakville Contract

Here are Osler's comments on the proposed answer.

Michael Killeavy, LL.B., MBA, P.Eng.
Director, Contract Management
Ontaric Power Authority

120 Adelaide St. West, Suite 1600
Toronto, Ontario, M5H 1T1
416-969-6288 (office)

416-969-6071 (fax)

416-520-9788 {cell)
Michael.killeavy@powerauthority.on.ca

From: Smith, Elliot [mailto:ESmith@osler.com]
Sent: Thursday, September 22, 2011 09:49 AM
To: Michael Killeavy; Ivanoff, Paul <PIvanoff@osler.com:>>; Sebastiano, Rocco <RSebastiano@oslier.com>

Cc: Susan Kennedy .
Subject: RE: Toronto Star Request - Cancellation of Oakville Contract

Michael,
We propose responding with the following:

The Ontario Power Authority is continuing to work with TransCanada, the company originally selected to
develop the Oakville plant, regarding the cancellation of Oakville Generating Station. A final resolution has
not yet been reached.

As a courtesy we’d suggest calling TCE to let them know about this,

Elliot

]

Elliot Smith, P.Eng.
Associate

416.862.6435 DIRECT
416.862.6666 FACSIMILE

esmith@osler.com

Osler, Hoskin & Harcourt LLP
Box 50, 1 First Canadian Place
Toronto, Ontario, Canada M5X 1B8



From: Michael Killeavy [mailto: Michael. Killeavy@powerauthority.on.ca]
Sent: Wednesday, September 21, 2011 5:16 PM

To: Ivanoff, Paul; Sebastiano, Rocco; Smith, Elliot

Cc: Susan Kennedy

Subject: Fw: Toronto Star Request - Cancellation of Oakville Contract

Can you guys comment on this proposed response to a media inquiry about OGS? Please see below. Thx.

Michael Killeavy, LL.B., MBA, P.Eng.
Director, Contract Management
Ontario Power Authority

120 Adelaide St. West, Suite 1600
Toronto, Ontario, MSH 1T1
416-969-6238 {office)

416-969-6071 (fax)

416-520-9788 {cell}

Michael.killeavy @ powerauthority.on.ca

From: Kristin Jenkins

Sent: Wednesday, September 21, 2011 05:08 PM

To: JoAnne Butler; Michael Lyle; Michael Killeavy

Cc: Colin Andersen

Subject: FW: Toronto Star Request - Cancellation of Oakville Contract

Below in the email to ministry is a proposed résponse to the Star. Can you please let me know if you are ok with
wording — don’t worry it will take all day tomorrow to get the ok from ministry, so you can get back to me in the
morning. Does our agreement with TCE require us to run this by them first? At a minimum | would think we
should let them know in advance even just as a couriesy.

From: Kristin Jenkins

Sent: September 21, 2011 4:56 PM

To: Sharkawi, Rula (ENERGY), Lindsay, David (ENERGY); Colin Andersen; Patricia Phillips; Tim Butters Gerard,
Paul (ENERGY); 'Kulendran, Jesse (ENERGY)'

Subject: Toronto Star Request - Cancellation of Oakville Contract

Katie Daubs from the Toronto Star contacted the OPA today to find out how much cancelling the OGS contract
will cost. Her deadline is 5:00 pm tomorrow, Sept 22. As a reminder, the default position for a lot of media is to
ascribe a 51 billion price tag to the cancelled contract. OPA’s proposed response - The Ontario Power Authority
is continuing discussions with TransCanada, the company selected to develop the Qakville plant. A number of
options are being explored to ensure the cutcome is in the best interest of Ontario ratepayers. A specific dollar
figure is not available right now.,

Kristin



Kristin Jenkins| Vice President, Corporate Communications | Ontario Power Authority | 120 Adelaide Street West, Suite 1600
| Toronto, ON M5H 1T1 | tel. 416.969,6007 | fax, 416.967.1947 | www.powerauthority.on.ca

This e-mail message and any files transmitted with it are intended only for the named recipient(s) above and may contain
inforrmation that is privileged, confidential and/or exempt from disclosure under applicable law. If you are not the intended
recipient(s), any dissemination, distribution or copying of this e-mail message or any files transmitted with it is strictly prohibited, If
you have received this message in error, or are not the named recipient(s), please notify the sender immediately and delete this e-
mail message,

This e-mail message is privileged, confidential and subject to
copyright. Any unauthorized use or disclosure is prohibited.

Le contenu du présent courrie! est privilégié, confidentiel et
soumis 3 des droits d'auteur, Il est interdit de I'utiliser ou
de le divulguer sans autorisation.




Aleksandar Kojic

From: Kristin Jenkins _ ‘

Sent: September 22, 2011 10:23 AM

To: Michael Killeavy; Michael Lyle; JoAnne Butler; Colin Andersen
Subject: RE: Toronto Star Request - Cancellation of Oakville Contract

Ok. | will eliminate the last sentence originally proposed and change to Discussion are continuing with Trans Canada...
and send to the ministry. Who is going to give TCE a heads up? Whoever does should let them know we are awaiting
word from the ministry on wording of the response and that it may change somewhat.

From: Michael Killeavy

Sent: September 22, 2011 10:20 AM

To: Kristin Jenkins; Michael Lyle; JoAnne Butler; Colin Andersen
Subject: Pw: Toronto Star Request - Cancellation of Oakville Contract

Here are Osler's comments on the proposed answer.

Michael Killeavy, LL.B,, MBA, P.Eng,
Director, Contract Management
Ontario Power Authority

120 Adelaide 5t. West, Suite 1600
Toronto, Ontario, M5H 1T1.
416-969-6288 (office)

416-969-6071 (fax)

416-520-9788 (cell)
Michael.killeavy@powerauthority.on.ca

From: Smith, Elliot [mailio:ESmith@osler.com]
Sent: Thursday, September 22, 2011 09:49 AM
To: Michael Killeavy; Ivanoff, Paul <PIvanoff@osler.com>; Sebastiano, Rocco <RSebastiano@osler.com>

Cc: Susan Kennedy
Subject: RE: Toronto Star Request - Cancellation of Oakville Contract

Michael,
We propose responding with the following:

The Ontario Power Authority is continuing to work with TransCanada, the company originally selected fo
develop the Oakville plant, regarding the cancellation of Oakville Generating Station. 4 final resolution has

not yet been reached.

As a courtesy we’d suggest calling TCE to et them know about this.

Elliot



=

Elliot Smith, P.Eng.
Assoclate

416.862.6435 DIRECT
416.862.6666 FACSIMILE
esmith@osler.com

Osler, Hoskin & Harcourt LLP
Box 50, 1 First Canadian Place
Toronto, Ontario, Canada M5X 1B8

From: Michael Killeavy [mailto:Michael.Killeavy@powerauthority.on.ca}
Seni: Wednesday, September 21, 2011 5:16 PM

To: Ivanoff, Paul; Sebastiano, Rocco; Smith, Elliot

Cc: Susan Kennedy

Subject: Fw: Toronto Star Request - Cancellation of Oakville Contract

Can you guys comment on this proposed response to a media inquiry about OGS? Please see below. Thx.

Michael Killeavy, LL.B., MBA, P.Eng.
Director, Contract Management
Ontario Power Authority

120 Adelaide St. West, Suite 1600
Toronio, Ontario, M5H 1T1
416-969-6288 (office)

416-969-6071 (fax)

416-520-9788 (cell)
Michael.killeavy@powerauthority.on.ca

From: Kristin Jenkins

Sent: Wednesday, September 21, 2011 05:08 PM

To: JoAnne Butler; Michael Lyle; Michael Killeavy

Cc: Colin Andersen

Subject: FW: Toronto Star Request - Cancellation of Oakville Contract

Below in the email to ministry is a proposed response to the Star. Can you please let me know if you are ok with
waording —don’t worry it will take all day tomorrow to get the ok from ministry, so you can get back to me in the
morning. Does our agreement with TCE require us to run this by them first? At a minimum | would think we
shouid iet them know in advance even just as a courtesy.

From: Kristin Jenkins
Sent: September 21, 2011 4:56 PM
To: Sharkawi, Rula (ENERGY); Lindsay, David (ENERGY); Colin Andersen; Patricia Phillips; Tim Butters; Gerard,
Paul (ENERGY); 'Kulendran, Jesse {ENERGY)'
Subject: Toronto Star Request - Cancellation of Qakville Contract
2



Katie Daubs from the Toronto Star contacted the OPA today to find out how much cancelling the OGS contract
will cost. Her deadline is 5:00 pm tomorrow, Sep_t 22. As a reminder, the default position for a lot of media is to
ascribe a Sl'billi_on price tag to the cancelled contract. OPA’s proposed response - The Ontario Power Authority
is continuing discussions with TransCanada, the company selectéd to develop the Oakville plant. A number of
options are being explored to ensure the outcome is in.the best interest of Ontario ratepayers. A specific dollar
figure is not available right now.

Kristin

Kristin Jenkins| Vice President, Corporate Communications | Ontario Power Authority | 120 Adelaide Street West, Suite 1600
| Toronto, ON M5H 171 | tel, 416,969.6007 | fax. 416.967.1947 | www.powerauthority.on.ca

This e-mail message and any files transmitted with it are intended only for the named recipient(s) above and may contain
information that is privileged, confidential and/or exempt from disclosure under applicable law. If you are not the intended
recipient(s), any dissemination, distribution or copying of this e-mail message or any files transmitted with it is strictly prohibited. If
you have received this message in error, or are not the named recipient(s), please notify the sender immediately and delete this e~
mail message. .

This e-mail message is privileged, confidential and subject ta
copyright. Any unauthorized use or disclosure is prohibited.

Le contenu du présent courriel est priviiégié, confidentiel et
soumis & des droits d'auieur. [} est interdit de T'utfliser ou
de le divulguer sans autorisation.




Aleksandar Kojic

From: Michael Killeavy _

Sent: Sepiember 22, 2011 10:45 AM

To: ' T Kristin Jenkins; Michael Lyle; JoAnne Butler; Colin Andersen
Subject: Re: Toronto Star Request - Cancellation of Oakville Contract

| can have Deb notify John Mikkelson of TCE - that's our agreed to protocol. Please advise.

Michael Killeavy, LL.B., MBA, P.Eng.
Director, Contract Management
Ontario Power Authority

120 Adelaide St. West, Suite 1600
Toronto, Ontario, M5H 1T1
416-969-6288 (office)

416-969-6071 (fax)

416-520-9788 (cell)
Michael.killeavy@powerauthority.on.ca

From: Kristin Jenkins

Sent: Thursday, September 22, 2011 10:22 AM

To: Michael Killeavy; Michael Lyle; JoAnne Butler; Colin Andersen
Subject: RE: Toronto Star Request - Cancellation of Oakville Contract

Ok. | wili eliminate the last sentence originally proposed and change to Discussian are continuing with Trans Canada...
.and send to the ministry. Who is going to give TCE a heads up? Whoever does should let them know we are awaiting
word from the ministry on wording of the response and that it may change somewhat.

From: Michael Killeavy

Sent: September 22, 2011 10:20 AM

To: Kristin Jenkins; Michael Lyle; JoAnne Butler; Colin Andersen
Subject: Fw: Toronto Star Request - Cancellation of Oakville Contract

Here are Osler’s comments on the proposed answer.

Michael Killeavy, LL.B., MBA, P.Eng.
Director, Contract Management
Ontario Power Authority

120 Adelaide St. West, Suite 1600
Toronto, Ontario, M5H 1T1
416-569-6288 (office)

416-969-6071 (fax)

416-520-9788 {cell)
Michael.killeavy@powerauthority.on.ca



From: Smith, Elliot [mailto:ESmith@osler.com]

Sent: Thursday, September 22, 2011 09:49 AM

To: Michael Killeavy; Ivanoff, Paul <Plvanoff@osler.com>; Sebastiano, Rocco <RSebast|ano@osIer com>
Cc: Susan Kennedy

Subject: RE; Toronto Star Request - Cancellation of Oakville Contract

Michael,
We propose responding with the followmg

The Ontario Power Authority is continuing to work with TransCanada, the company originally selected to
develop the Oakville plant, regarding the cancellation of Oakville Generating Station. A final resolution has
not yet been reached.

As a courtesy we’d suggest calling TCE to let them know about this.

Elliot

Xl

Elliot Smith, P.Eng.
Associate

416.862.5435 DIRECT
416.862.6666 FACSIMILE
esmith@osler.com

Osler, Hoskin & Harcourt LLP
Box 50, 1 First Canadian Place
Toronto, Ontario, Canada MSX 1B8

X1

From: Michael Killeavy [mailto:Michael.Killeavy@powerauthority.on.ca]
Sent: Wednesday, September 21, 2011 5:16 PM

To: Ivanoff, Paul; Sebastiano, Rocco; Smith, Elliot

Cc: Susan Kennedy

Subject: Fw: Toronto Star Request - Cancellation of Oakville Contract

Can you guys comment on this proposed response to a media inquiry about OGS? Please see below. Thx.

Michael Killeavy, LL.B., MBA, P.Eng.
Director, Contract Management
Ontario Power Authority

120 Adelaide 5t. West, Suite 1600
Toronto, Ontario, M5H 171
416-959-6288 (office)

416-969-6071 (fax)

416-520-9788 (cell)



Michael.killeavy@powerauthority.on.ca

From: Kristin Jenkins

Sent: Wednesday, September 21, 2011 05:08 PM

To: JoAnne Butler; Michael Lyle; Michael Killeavy

Cc: Colin Andersen

Subject: FW: Toronto Star Request - Cancellation of Qakville Contract

Below in the email to ministry is a proposed response to the Star. Can you please let me know if you are ok with
wording — don’t worry it will take all day tomorrow to get the ok from ministry, so you can get back to me in the
morning. Does our agreement with TCE require us to run this by them first? At a minimum | would think we
should let them know in advance even just as a courtesy.

From: Kristin Jenkins
Sent: September 21, 2011 4:56 PM
To: Sharkawi, Rula (ENERGY); Lindsay, David (ENERGY); Colin Andersen; Patricia Phillips; Tim Butters; Gerard,

Paul (ENERGY); 'Kulendran, Jesse (ENERGY)'
Subject: Toronto Star Request - Cancellation of Qakville Contract

Katie Daubs from the Toronto Star contacted the OPA today to find out how much cancelling the OGS contract -
will cost. Her deadline is 5:00 pm tomorrow, Sept 22. As a reminder, the default position for a lot of media is to
ascribe a $1 billion price tag to the cancelled contract. OPA’s proposed response - The Ontario Power Authority
is continuing discussions with TransCanada, the company selected to develop the Qakville plant. A number of
options are being explored to ensure the outcome is in the best interest of Ontario ratepayers. A specific dolfar
figure is not available right now.

Kristin

Kristin Jenkins| Vice President, Corporate Communications | Ontario Power Authority | 120 Adelaide Street West, Suite 1600
| Toronto, ON M5H 1T1 | tel. 416.969.6007 | fax. 416.967.1947 | www.powerauthority.on.ca

This e-mail message and any files transmitted with it are intended only for the named recipient(s) above and may contain
information that is privileged, confidential and/or exempt from disclosure under applicable law. If you are not the intended
recipient(s), any dissemination, distribution or copying of this e-mail message or any files transmitted with it is strictly prohibited. If
you have received this message in error, or are not the named recipient(s), please notify the sender immediately and delete this e-

mail message.

This e-mail message is privileged, confidential and subject to
copyright. Any unauthorized use or disclosure is prohibited.

Le contenu du présent courrigl] est privilégié, conflidentiel et
soumis 2 des droits d'auteur. [t est interdit de 'utiliser ou
de le divulguer sans autorisation.




Aleksandar Kojic

From: Kristin Jenkins

Sent: September 22, 2011 12:30 PM

To: Michael Killeavy; Deborah Langelaan
Cc: JoAnne Butler

Subject: RE: Email to TCE ..

Thanks.

----- Original Message-----

From: Michael Killeavy

Sent: September 22, 2811 12:29 PM
To: Deborah Langelaan

Cc: Kristin Jenkins; JoAnne Butler
Subject: Email to TCE .

We need to tell John Mikkelson of TCE that we have responded to a Toronto Star question as
follows:

"Discussions with TransCanada, the company selected to develop the Oakville plant, are
continuing. These are ongoing discussions and we have no further information to provide at

this time.™
We do not know why the inquiry was made.
I will help draft the email.

Michael

Michael Killeavy, LL.B., MBA, P.Eng.
Director, Contract Management
Ontario Power Authority

120 Adelaide 5t. West, Suite 1660
Toronto, Ontario, MSH 1T1
416-969-6288 (office)

416-969-6071 (fax)

416-520-9788 (cell)

Michael.killeavy@gowerauthofity.qn.ca



Aleksandar Kojic

From: Michael Killeavy

Sent: September 22, 2011 1:58 PM

To: Deborah Langelaan

Subject: RE: Confidential and Without Prejudice

Excellent. Please send it when you can. Thank you for attending to this.

Michael Killeavy, LL.B., MBA, P.Eng.
Director, Contract Management
Ontario Power Authority

120 Adelaide Street West, Suite 1600
Toronto, Ontario

MSH 1T1

416-969-6288

416-520-9788 (CELL)

416-967-1947 (FAX)

From: Deborah Langelaan

Sent: September 22, 2011 1:50 PM

To: Michael Killeavy

Subject: Confidential and Without Prejudice

Michael — below is the e-mail I've crafted to send to TCE. Let me know what you think.

“John;

The OPA received an inquiry from the Toronto Star regarding our discussions with TransCanada Energy on the
cancellation of the Oakville Generating Station. We do not know why the inquiry was made but have provided the

following response to the inguiry;

"Discussions with TransCanada, the company selected to develop the Oakville plant, are continuing. These are ongeing
discussions and we have no further information fo provide at this time."

Kind Regards,
Deb"

Deborah Langelaan | Manager, Natural Gas Projects | OPA |
Suite 1600 ~ 120 Adelaide St. W. | Toranto, ON M5H 1T1 |
T: 416.969.6052 | F: 416.967.1947| deborah.langelaan@powerauthority.on.ca |




Aleksandar Kojic

From: Ronak Mozayyan

Sent: September 26, 2011 1:42 PM
To: - Michael Killeavy; Deborah Langelaan
Subject: OGS CAPEX goal seek

*** PRIVILEGED AND CONFIDENTIAL - PREPARED IN CONTEMPLATION OF LITIGATION *%#

Michael/Deb,

Would it be relevant to goal seek the profits (OGS NPV) starting from $100M increasing in increments of $50M for each
scenario presented in the comparison of settlement proposals? So, for example for the TCE Proposal, the outcome
would be as foilows:

OGSPROFITS .. = "« 00 e L $100M . $150 - 10 $2000 . N7 $260°7 o $300
TCE Proposal .- ’ - : SR R

e odo/iwionth S . CAPEX | - S
‘_%1.?'990”"“’\." m o:';ott T $697,550,400 629,444,765 561,330,030 $403,233314  $425,127,588
sOMW IRR

6.67% 7.54% 8.56% 9.78% 11.27%

| couldn’t get the format of the table to paste properly, so disregard that. The table will go up to $700M and for each
scenario the NRR, contract yr and Contract Capacity would remain fixed.

That's the best method | can think of at this time to back caiculate for the CAPEX using the model.

Ronak Mozayyan

Business Analyst Contract Management, Electricity Resources
Ontario Power Authority

120 Adelaide St. W. Suite 1600

Toronto, ON M5H 1T1

T: 416.969.6057

F: 416.967.1947



Aleksandar Kojic

From: Michael Killeavy

Sent: September 26, 2011 1:44 PM

To: Ronak Mozayyan; Deborah Langelaan
Subject: Re: OGS CAPEX goal seek

Ok. I'll review. Maybe you could attach it as a spreadsheet?

Michael Killeavy, LL.B., MBA, P.Eng.
Director, Contract Management
Ontario Power Authority

120 Adelaide 5t. West, Suite 1600
Toronto, Ontario, M5H 1T1
416-969-6288 (office)
416-969-6071 (fax)

416-520-9788 {cell)

Michael killeavy@powerauthority.on.ca

From: Ronak Mozayyan

Sent: Monday, September 26, 2011 01:42 PM
To: Michael Killeavy; Deborah Langelaan
Subject: OGS CAPEX goal seek

**% PRIVILEGED AND CONFIDENTIAL - PREPARED IN CONTEMPLATION OF LITIGATION ***

Michael/Deb,

Would it be relevant to goal seek the profits (OGS NPV) starting from $100M increasing in increments of $50M for each
scenario presented in the comparison of settlement proposals? So, for example for the TCE Proposal, the outcome

would be as follows:

OGS PROFITS $100M $150
TCE Proposal :
$16,900/MW-month CAPEX
20+
450 MW IRR ~

6.67% 7.54%

$697,550,490 $629,444,765 5561,339,039 $493,233,314  $425,127,588

$200 $250 $300

8.56% 8.78% 11.27%

1 couldn’t get the format of the table to paste properly, so disregard that. The table will go up to $700M and for each
scenario the NRR, contract yr and Contract Capacity would remain fixed.

That's the best method | can think of at this time to back calculate for the CAPEX using the model.

Ronak Mozayyan
Business Analyst Contract Managemeni, Eiectricity Resources



Ontario Power Authority

120 Adelaide St. W. Suite 1600
Toronto, ON M5H 1T1
T:416.969.6057

F: 416.967.1947



Aleksandar Kojic

From: Ronak Mozayyan

Sent: ' September 26, 2011 1:52 PM

To: . Michael Kllleavy, Deborah Langelaan
Subject: RE: OGS CAPEX goal seek

sorry, Michael...| hadn’t completed the table that's why | didn’t attach it. |stopped in the middle and thought | should
run it by you and Deb first. :

From: Michae! Killeavy

Sent: Monday, September 26, 2011 1:44 PM
To: Ronak Mozayyan; Deborah Langelaan
Subject: Re: OGS CAPEX goal seek

Ok. I'll review. Maybe you could attach it as a spreadsheet?

Michael Killeavy, LL.B., MBA, P.Eng.
Director, Contract Management
Ontario Power Authority

120 Adelaide St. West, Suite 1600
Toronto, Ontario, M5H 1T1
416-969-6288 (office)

416-969-6071 (fax)

416-520-9788 (cell)

Michael.killeavy@ powerauthority.on.ca

From: Ronak Mozayyan

Sent: Monday, September 26, 2011 01:42 PM
To: Michael Killeavy; Deborah Langelaan
Subject: OGS CAPEX goal seek

**% PRIVILEGED AND CONFIDENTIAL - PREPARED IN CONTEMPLATION OF LITIGATION ***

Michaei/Deb,

Would it be relevant to goai seek the profits (OGS NPV) starting from $100M increasing in increments of $50M for each
scenario presented in the comparison of settlement proposals? So, for example for the TCE Proposal, the outcome

would be as follows:

OGS PROFITS ‘ $100m $150 5200 $250 $300
TCE Proposal ' _ ) :
o g : PEX
$16,900/Mw r."°;;h .- $607,550,400 $620,444,765 561,339,030 $493,233314  $425,127,588
T " -
450 MW IRR
: - o 6.67% 7.54% 8.56% 9.78% 11.27%




] couldn’t get the format of the table to paste properly, so disregard that. The table will go up to $700M and for each
scenario the NRR, contractyr and Contract Capacity would remain fixed.

That's the best method | can think of at this time to back calculate for the CAPEX using the model.

Ronak Mozayyan

Business Analyst Contract Management, Electricity Resources
Ontario Power Authority

120 Adelaide St. W. Suite 1600

Toronto, ON M5H 1T1

T:416.969.6057

F:416.967.1947



Aleksandar Kojic

From: Michael Killeavy

Sent: September 27, 2011 8:56 AM
To: Ronak Mozayyan

Subject: Re: OGS CAPEX goal seek

Deb's ill today. Let me know if you've run out of work.

Michael Killeavy, LL.B., MBA, P.Eng.
Director, Contract Management
Ontario Power Authority

120 Adelaide St. West, Suite 1600
Toronto, Ontario, M5H 1T1
416-969-6288 (office)

416-969-6071 (fax)

416-520-9788 (cell)
Michael.killeavy@powerauthority.on.ca

From: Ronak Mozayyan

Sent: Monday, September 26, 2011 01:51 PM
To: Michael Killeavy; Deborah Langelaan
Subject: RE: OGS CAPEX goal seek

Sorry, Michael...| hadn’t completed the table that’s why | didn’t attach it. 1 stopped in the middle and thought [ should
run it by you and Deb first. '

From: Michael Killeavy

Sent: Monday, September 26, 2011 1:44 PM
To: Ronak Mozayyan; Deborah Langelaan
Subject: Re: OGS CAPEX goal seek

Ok. I'll review. Maybe you could attach it as a spreadsheet?

Michael Killeavy, LL.B., MBA, P.Eng.
Director, Contract Management
Ontario.Power Authority

120 Adelaide 5t. West, Suite 1600
Toronto, Ontario, M5H 1T1
416-969-6288 (office)

416-969-6071 {fax)

416-520-9788 (cell)
Michael.killeavy@powerauthority.on.ca




From: Ronak Mozayyan

Sent: Monday, September 26, 2011 01:42 PM
To: Michael Kiilleavy; Deborah Langelaan
Subject: OGS CAPEX goal seek

*** PRIVILEGED AND CONFIDENTIAL - PREPARED IN CONTEMPLATION OF LITIGATION ***

Michael/Deb,

Would it be relevant to goal seek the profits (OGS NPV) starting from $100M increasing in increments of $50M for each
scenario presented in the comparison of settlement proposals? So, for example for the TCE Proposal, the outcome
would be as follows:

OGSPROFITS . - "7 - s Sl0Mm $1s0 - $200 - $250 - $300
TCE Proposal . . o : - ' . o
16,900/MW-month -~ * ... CAPEX’
s /MW e .. $697550490 $629,444765 $561,339,089 $453,233314  $425,127,588
450MW . IR

6.67% 7.54% 8.56% 9.78% 11.27%

| couldn’t get the format of the table to paste properly, so disregard that. The table will go up to S700M and for each
scenario the NRR, contract yr and Contract Capacity would remain fixed.

That's the best method | can think of at this time to back calculate for the CAPEX using the model.

Ronak Mozayyan

Business Analyst Contract Management, Electricity Resources
Ontario Power Authority

120 Adelgide St. W. Suite 1600

Toronto, ON M5SH 1T1

T:416.969.6057

F:416.967.1947



Aleksandar Koiic

From: ’ Ronak Mozayyan

Sent: September 27, 2011 9:40 AM
To: Michael Killeavy

Subject: RE: OGS CAPEX goal seek

Okay, will do. | have a few things on my plate, so I'll keep busy. ©

From: Michael Killeavy

Sent: Tuesday, September 27, 2011 8:56 AM
To: Ronak Mozayyan

Subject: Re: OGS CAPEX goal seek

Deb's ill today. Let me know if you've run out of work.

Michael Killeavy, LL.B., MBA, P.Eng.
Director, Contract Management
Ontario Power Authority

120 Adelaide St. West, Suite 1600
Toronto, Ontario, M5H 1T1
A416-969-6288 (office)

416-969-6071 {fax)

416-520-9788 {cell)
Michael.killeavy@powerauthority.on.ca

From: Ronak Mozayyan

Sent: Monday, September 26, 2011 01:51 PM
To: Michael Killeavy; Deborah Langelaan
Subject: RE: OGS CAPEX goal seek

Sorry, Michael...l hadn't completed the table that’s why | didn’t attach it. 1 stopped in the middle and thought 1 should
run it by you and Deb first.

From: Michael Killeavy

Sent: Monday, September 26, 2011 1:44 PM
To: Ronak Mozayyan; Deborah Langelaan
Subject: Re: OGS CAPEX goal seek

~ Ok. 1'll review. Maybe you could attach it as a spreadsheet?

Michael Killeavy, LL.B., MBA, P.Eng.
Director, Contract Management
Ontario Power Authority

120 Adelaide 5t. West, Suite 1600
Toronto, Ontario, M5H 171
416-969-6288 (office)
416-969-6071 {fax)



416-520-9788 (cell)
Michael killeavy @powerauthority.on.ca

From: Ronak Mozayyan

Sent: Monday, September 26, 2011 01:42 PM
To: Michael Killeavy; Deborah Langelaan
Subject: OGS CAPEX goal seek

*** PRIVILEGED AND CONFIDENTIAL - PREPARED IN CONTEMPLATION OF LITIGATION ***

Michael/Deb,

Would it be relevant to goal seek the profits {OGS NPV) starting from $100M increasing in increments of $50M for each
scenario presented in the comparison of settlement proposals? So, for example for the TCE Proposal, the outcome
would be as follows:

0GS PROFITS - o S $100Mm $150 - $200 - $250 $300
TCE Proposal ) T o : : : . . -
16,900/MW-month CAPEX
$ / . $697,550,490 $629,444,765 $561,339,030 $493,233,314 $425,127,588
450 MW ' IRR

6.67% 7.54% 8.56% 9.78% 11.27%

| couldn’t get the format of the table to paste properly, so disregard that. The table will go up to $700M and for each
scenario the NRR, contract yr and Contract Capacity would remain fixed.

That's the best method 1 can think of at this time to back calculate for the CAPEX using the model.

Ronak Mozayyan

Business Analyst Contract Management, Eiectricity Resources
Ontario Power Authority

120 Adelaide St. W. Suite 1600

Toronto, ON MSH 1T1

T: 416.969.6057

F:416.967.1947



Aleksandar Kojic

From: ' Deborah Langelaan

Sent: _ September 28, 2011 8:52 AM
To: Michaei Killeavy

Subject: FW: OGS L/C

Michael;

John Mikkelsen leftme a v/m yesterday Wanting to discuss TCE’s L/C and a couple of options they have come up with.
Before [ return his call 1 wanted to give you the heads up and see if the OPA’s position remains the same as it was in
March.

Deb

Deborah Langelaan | Manager, Natural Gas Projects|OPA |
Suite 1600 - 120 Adelaide 5t. W. | Toronto, ON MSH 1T1 |
T: 416.969.6052 | F: 416.967.1947| deborah.langelaan@powerauthority.on.ca|

From: Smith, Elliot [mailto:ESmith@osler.com]
Sent: March 24, 2011 11:40 AM

To: Deborah Langelaan; Michael Killeavy; Susan Kennedy
Cc: JoAnne Butler; Sebastiano, Rocco
Subject: RE: OGS L/C

Deb,

We certainly understand the OPA’s desire to mitigate the costs associated with the termination of the OGS
contract, but we do have some concerns with returning the LC. In particular, returning the L.C would be a fact
that could be admissible in potential litigation and may support TCE’s allegation that the contract has been
repudiated. Conversely, the fact that they have not requested the return of the LC could support the OPA’s
position that we are negotiating 2 mutual termination.

At this time, we would suggest waiting until after we meet with TCE and gauge their reaction to our proposal,
when we’ll have a better idea of where things stand. If the process is moving forward productively then there
may be an opportunity to mitigate the LC costs as well as some of the interest costs.

Elliot
]

Elliot Smith
Associate

416.862.6435 DIRECT
416.862.6666 FACSIMILE

esmith@osler.com

Osler, Hoskin & Harcourt LLP
Box 50, 1 First Canadian Place
Toronto, Ontario, Canada MS5X 1B8

]




From: Deborah Langelaan [mailto:Deborah.Langelaan@powerauthority.on.ca]
Sent: Wednesday, March 23, 2011 10:21 AM

To: Smith, Elliot; Michael Killeavy; Susan Kennedy

Cc: JoAnne Butler; Sebastiano, Rocco

Subject: OGS L/C

“**Privileged & Confidential*** '

TCE has provided the OPA with an L/C in the amount of $30 million for their Completion and Performance
Security under the OGS Contract. TCE'’s cost to maintain the L/C is approximately $25,000/month and they have
rolled this monthly cost into their OGS Sunk Costs. Given the circumstances, is TCE still obligated to provide the
OPA with this security?

Deb

Deborah Langelaan | Manager, Natural Gas Projects] OPA |
Suite 1600 - 120 Adelaide St. W. | Toronto, ON M5H 1T1 |
T:416.968.6052 | F: 416.967.1947 | deborah.langelaan@powerauthority.on.ca |

This e-mail message is privileged, confidential and subject to
copyright. Any unauthorized use or disciostire is prohibited.

Le contenu du présent courriel est privilégié, confidentiel et
soumis a des droits d'auteur. |l est interdit de I'ufiliser ou
de le divuiguer sans autorisation.




Aleksandar Kojic

From: Michael Killeavy .
Sent: September 28, 2011 9:02 AM
To: Deborah Langelaan

Ce: Michael Lyle; JoAnne Butler
Subject: Re: OGS L/C

Deb,

We need to tread carefully here. I agree with Osler's comments, which are reflective of our position all along.

We have not repudiated the contract. We have entered into settlement discussions with TCE to terminate the contract.
The contract subsists. The security is still required.

_Mike and JoAnne, do you have any comments on this?

Michael

Michael Killeavy, LL.B., MBA, P.Eng.
Director, Contract Management
Ontario Power Authority

120 Adelaide 5t, West, Suite 1600
Toronto, Ontario, M5H 1T1
416-969-6288 (office)

416-969-6071 (fax)

416-520-9788 {cell)
Michael.killeavy@powerauthority.on.ca

From: Deborah Langelaan

Sent: Wednesday, September 28, 2011 08:51 AM
To: Michael Killeavy

Subject: FW: OGS L/C

Michael;

John Mikkelsen left me a v/m yesterday wanting to discuss TCE’s L/C and a couple of options they have come up with.
Before | return his call | wanted to give you the heads up and see if the OPA’s position remains the same as it was in

March.

Deb

Deborah Langelaan | Manager, Natural Gas Projects|OPA |
Suite 1600 - 120 Adelaide St. W. | Toronto, ON M5H 171 |

T: 416.969.6052 | F: 416.967.1947| deborah.langelaan@powerauthority.on.ca |



From: Smith, Elliot [mailto:ESmith@osler.com]

Sent: March 24, 2011 11:40 AM

~ To: Deborah Langelaan; Michael Killeavy; Susan Kennedy
Cc: JoAnne Butler; Sebastiano, Rocco

Subject: RE: OGS L/C

Deb, :

We certainly understand the OPA’s desire to mitigate the costs associated with the termination of the OG
contract, but we do have some concerns with returning the LC. In particular, returning the LC would be a fact
that could be admissible in potential litigation and may support TCE’s allegation that the contract has been
repudiated. Conversely, the fact that they have not requested the return of the LC could support the OPA’s
position that we are negotiating a mutual termination.

At this time, we would suggest waiting until after we meet with TCE and gauge their reaction to our proposal,
when we’ll have a better idea of where things stand. If the process is moving forward productively then there
may be an opportunity to mitigate the LC costs as well as some of the interest costs.

Elliot
[

EHiot Smith
Associate

416.862.6435 DIRECT
416.862.6666 FACSIMILE

esmith@uosler.com

Osler, Hoskin & Harcourt LLP
Box 50, 1 First Canadian Place
Toronto, Ontario, Canada M5X 188

(X

From: Deborah Langelaan [mailto:Deborah.Langelaan@powerauthority.on.ca
Sent: Wednesday, March 23, 2011 10:21 AM :

To: Smith, Elliot; Michael Killeavy; Susan Kennedy

Cc: JoAnne Butler; Sebastiano, Rocco

Subject: OGS L/C

“**Privileged & Confidential***

TCE has provided the OPA with an L/C in the amount of $30 million for their Completion and Performance
Security under the OGS Contract. TCE’s cost to maintain the L/C is approximately $25,000/month and they have
rolled this maonthly cost into their OGS Sunk Costs. Given the circumstances, is TCE still obligated to provide the
OPA with this security?

Deb

Deborah Langelaan | Manager, Natural Gas Projects [OPA |
Suite 1600 - 120 Adelaide St. W. | Teronto, ON M5H 1T1 |

T:416.969.6052 | F: 416.967.1947| deborah.langelaan@powerauthority.on.ca |



This e-mail message is privileged, confidential and subject to
copyright. Any unauthorized use or disclosure is prahibited.

Le contenu du présent courriel est privilégié, confidentiel et
soumis & des droits d'auteur. Il est inferdit de l'ufiliser ou
de le divulguer sans autorisation.

et ko ke deok e etk devpoiedoke




Aleksandar Kojic

From: Michael Killeavy

Sent: September 28, 2011 9:11 AM
To: Susan Kennedy
Subject: Fw: OGS L/C

[ forgot to copy you on this. | apologize.

Michael Killeavy, LL.B., MBA, P.Eng.
Director, Contract Management
Ontario Power Authority

120 Adelaide St. West, Suite 1600
Toronto, Ontario, M5H 1T1
416-969-6288 (office)
416-969-6071 (fax)

416-520-9788 (cell}

Michael.killeavy@powerauthority.on.ca

From: Michael Killeavy

Sent: Wednesday, September 28, 2011 09:02 AM
To: Deborah Langelaan _

Cc: Michael Lyle; JoAnne Butler

Subject: Re: OGS L/C

Deb,
We need to tread carefully here. | agree with Osler's comments, which are reflective of our position all along.

We have not repudiated the contract. We have entered into settlement discussions with TCE to terminate the contract.
The contract subsists. The security is still required.

Mike and JoAnne, do you have any comments on this?

Michael

Michael Killeavy, LL.B., MBA, P.Eng.
Director, Contract Management
Ontario Power Authority

120 Adelaide St. West, Suite 1600
Toronto, Ontario, M5H 1T1
416-969-6288 (office)

416-969-6071 {fax)

416-520-9788 (cell)

Michael.killeavy @powerauthgrity.on.ca




From: Deborah Langelaan

Sent: Wednesday, September 28, 2011 08:51 AM
To: Michael Killeavy

Subject: FW: OGS L/C

Michael;

John Mikkelsen left me a v/m yesterday wanting to discuss TCE’s L/C and a couple of options they have come up with.
Before I return his call I wanted to give you the heads up and see if the OPA’s position remains the same as it was in
March.

Deb

Deborah Langelaan | Manager, Natural Gas Projects] OPA |
Suite 1600 - 120 Adelaide St. W. | Toronto, ON M5H 171 |
T:416.969.6052 | F: 416.967.1947| deborah.langelaan@powerauthority.on.ca |

From: Smith, Elliot [mailte:ESmith@osler.com]

Sent: March 24, 2011 11:40 AM

To: Deborah Langelaan; Michael Killeavy; Susan Kennedy
Cc: JoAnne Butler; Sebastiane, Rocco

Subject: RE: OGS L/C

Deb,

We certainly understand the OPA’s desire to mitigate the costs associated with the termination of the OGS
contract, but we do have some concerns with returning the LC. In particular, returning the L.C would be a fact
that could be admissible in potential litigation and may support TCE’s allegation that the contract has been
repudiated. Conversely, the fact that they have not requested the return of the LC could support the OPA’s
position that we are negotiating a mutual termination.

At this time, we would suggest waiting until after we meet with TCE and gauge their reaction to our proposal,
when we’ll have a better idea of where things stand. If the process is moving forward productively then there
may be an opportunity to mitigate the LC costs as well as some of the interest costs.

Elliot
[x]

Elliot Smith
Associate

416.862.6435 DIRECT
416.862.6666 FACSIMILE

esmith@osler.com

Osler, Hoskin & Harcourt LLP
Box 50, 1 First Canadian Place
Toronto, Ontario, Canada M5X 1B8

[l




From: Deborah Langelaan [maitto:Deborah.Langelaan@powerauthority.on.ca}
Sent: Wednesday, March 23, 2011 10:21 AM

To: Smith, Elliot; Michae! Kiileavy; Susan Kennedy

Cc: JoAnne Butler; Sebastiano, Rocco

Subject: OGS L/C

“**Privileged & Confidential™*

TCE has provided the OPA with an L/C in the amount of $30 million for their Completion and Performance
Security under the OGS Contract. TCE's cost to maintain the L/C is approximately $25,000/month and they have
rolled this monthly cost into their OGS Sunk Costs. Given the circumstances, is TCE still obligated to provide the
OPA with this security? :

Deb

Deborah Langelaan | Manager, Natural Gas Projects|OPA |
Suite 1600 - 120 Adelaide St. W. | Toronto, ON M5H 1T1 |
T:416.969.6052 | F: 416.967.1947 | deborah.langelaan@powerauthority.on.ca |

This e-mail message is privileged, confidential and subject to
copyright. Any unauthorized use or disclosure is prohibited.

Le contenu du présent courriel est privilégié, confidentiel et .
soumis & des droits d'auteur. Il est interdit de ['utiliser ou
de |a divulguer sans autorisation.




Aleksandar Kojic

From: JoAnne Butler

Sent: September 28, 2011 3:56 PM

To: Michael Killeavy; Deborah Langelaan
Cc: Michael Lyle

Subject: Re: OGS L/C

No comments. [ agree with your position.

ICB

From:; Michael Killeavy

Sent: Wednesday, September 28, 2011 09:02 AM
To: Deborah Langelaan

Cc: Michael Lyle; JoAnne Butler

Subject: Re: OGS L/C

Deb,
We need to tread carefully here. | agree with Osler's comments, which are reflective of our position all along.

We have not repudiated the contract. We have entered into settiement discussions with TCE to terminate the contract.
The contract subsists. The security is still required.

Mike and JoAnne, do you have any comments on this?

Michael

Michael Killeavy, LL.B., MBA, P.Eng.
Director, Contract Management
Ontario Power Authority

120 Adelaide St. West, Suite 1600
Toronto, Ontario, M5H 1T1
416-969-6288 (office)

416-969-6071 (fax)

416-520-9788 (cell)
Michael.killeavy@powerauthority.on.ca

From: Deborah Langelaan

Sent: Wednesday, September 28, 2011 08:51 AM
To: Michael Killeavy

Subject: FW: OGS L/C

Michael;



John Mikkelsen left me a v/m yesterday wanting to discuss TCE’s L/C and a couple of options they have come up with,
Before | return his call | wanted to give you the heads up and see if the OPA's position remains the same as it was in
March.

Deb

Deborah Langelaan | Manager, Natural Gas Projects| OPA |
Suite 1600 - 120 Adelaide St. W. | Toronto, ON M5H 1T1 |
T:416.969.6052 | F: 416.967.1947 | deborah.langelaan@powerauthority.on.ca |

From: Smith, Elliot [mailto:ESmith@osler.com]

Sent: March 24, 2011 11:40 AM

To: Deborah Langelaan; Michael Kilieavy; Susan Kennedy
Cc: JoAnne Butler; Sebastiano, Rocco

Subject: RE: OGS L/C

Deb,

We certainly understand the OPA’s desire to mitigate the costs associated with the termination of the OGS
contract, but we do have some concerns with returning the LC. In particular, returning the LC would be a fact
that could be admissible in potential litigation and may support TCE’s allegation that the contract has been
repudiated. Conversely, the fact that they have not requested the return of the 1.C could support the OPA’s
position that we are negotiating a mutual termination.

At this time, we would suggest waiting until after we meet with TCE and gauge their reaction to our proposal,
when we’ll have a better idea of where things stand. If the process is moving forward productively then there
may be an opportunity to mitigate the LC costs as well as some of the interest costs.

Elliot

B

Elliot Smith
Associate

416.862.6435 DIRECT
416.862.6666 FACSIMILE

esmith@osler.com

Osler, Hoskin & Harcourt LLP
Box 50, 1 First Canadian Place
Toronto, Ontario, Canada M5X 1B8

From: Deborah Langelaan [mailto:Deborah.Langelaan@powerauthority.on.ca]
Sent: Wednesday, March 23, 2011 10:21 AM

To: Smith, Elliot; Michael Killeavy; Susan Kennedy

Cc: JoAnne Butler; Sebastiano, Rocco

Subject: OGS L/C

***Privileged & Confidentiai***

TCE has provided the OPA with an L/C in the amount of $30 million for their Completion and Performance
Security under the OGS Contract. TCE’s cost fo maintain the L/C is approximately $25,000/month and they have
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rolled this monthly cost info their OGS Sunk Costs. Given the circumstances, is TCE still obligated to provide the
OPA with this security?

Deb
Deborah Langelaan | Manager, Natural Gas Projects|OPA |

Suite 1600 - 120 Adelaide St. W. | Toronto, ON MSH 1T1 |
T:416.969.6052 | F: 416.967.1947| deborah.langelaan @powerauthority.on.ca |

This e-mail message is privileged, confidentia! and subject to
copyright, Any unauthorized use or disclasure is prohibited.

Le contenu du présent courrlel est privilégié, confidentiel et
soumis & des droits d'auteur. 1t est interdit de I'utiliser ou
de le divulguer sans autorisation.




Aleksandar Kojic

From: Michael Killeavy

Sent: September 28, 2011 4:00 PM
To: ' JoAnne Butler

Subject: Re: OGS L/IC

Thx

Michael Killeavy, LL.B., MBA, P.Eng.
Director, Contract Management
Ontario Power Authority

120 Adelaide St. West, Suite 1600
Toronto, Ontario, M5H 1T1
416-969-6288 (office)
416-969-6071 {fax)

416-520-9788 (cell)

Michael.killeavy@powerauthority.on.ca

From: JoAnne Butler

Sent: Wednesday, September 28, 2011 03:56 PM
To: Michael Killeavy; Deborah Langelaan

Cc: Michael Lyle

Subject: Re: OGS L/C

No comments. | agree with your position.

JCB

From: Michael Killeavy

Sent: Wednesday, September 28, 2011 09:02 AM
To: Deborah Langelaan

Cc: Michael Lyle; JoAnne Butler

Subject: Re: OGS L/C

Deb,
We need to tread carefully here. | agree with Osler's comments, which are reflective of our position all along.

We have not repudiated the contract. We have entered into settlement discussions with TCE to terminate the contract.
The contract subsists. The security is still required.

Mike and JoAnne, do you have any comments on this?

Michael



Michael Killeavy, LL.B., MBA, P.Eng.
Director, Contract Management
Ontario Power Authority

120 Adelaide St. West, Suite 1600
Toronto, Ontario, M5H 1T1
416-969-6288 (office)

416-969-6071 (fax)

416-520-9788 {cell}
Michael.killeavy @ powerauthority.on.ca

From: Deborah Langelaan

Sent: Wednesday, September 28, 2011 08:51 AM
To: Michael Killeavy

Subject: FW: OGS L/C

Michael;

John Mikkelsen left me a v/m yesterday wanting to discuss TCE's L/C and a couple of options they have come up with.
- Before 1 return his call | wanted to give you the heads up and see if the OPA’s position remains the same as it wasin
March.

Deb

behorah Langelaan | Manager, Naturat Gas Projects|OPA |
Suite 1600 - 120 Adelaide St. W. | Toronto, ON M5H 1T1 |

T: 416.969.6052 | F: 416.967.1947| deborah.langelaan@powerauthority.on.ca |

From: Smith, Elliot [mailto:ESmith@osler.com]
Sent: March 24, 2011 11:40 AM

To: Deborah Langelaan; Michael Killeavy; Susan Kennedy
Cc: JoAnne Butler; Sebastiano, Rocco
Subject: RE: OGS L/C

Deb,

We certainly understand the OPA’s desire to mitigate the costs associated with the termination of the OGS
contract, but we do have some concerns with returning the LC. In particular, returning the I.C would be a fact
that could be admissible in potential litigation and may support TCE’s allegation that the contract has been
repudiated. Conversely, the fact that they have not requested the refurn of the LC could support the OPA’s
position that we are negotiating a mutual termination.

At this time, we would suggest waiting until after we meet with TCE and gauge their reaction to our proposal,
when we’ll have a better idea of where things stand. If the process is moving forward productively then there
may be an opportunity to mitigate the LC costs as well as some of the interest costs.

Elliot

Elliot Smith
Associate

416.862,6435 DIRECT



416.862.6666 FACSIMILE
esmith@osler.com

Osler, Hoskin & Harcourt LLP
Box 50, 1 First Canadian Place
Toronto, Ontario, Canada M5X 1B8

[l

From: Deborah Langelaan [mailto:Deborah.t angelaan@powerauthority.on.ca]
Sent: Wednesday, March 23, 2011 10:21 AM

"To: Smith, Elliot; Michael Killeavy; Susan Kennedy

Cc: JoAnne Butler; Sebastiano, Rocco
Subject: OGS L/C

***Privileged & Confidential**

" TCE has provided the OPA with an L/C in the amount of $30 million for their Completion and Perfor‘mance

Security under the OGS Contract. TCE's cost to maintain the L/C is approximately $25,000/month and they have
rolled this monthly cost into their OGS Sunk Costs. Given the circumstances, is TCE still obligated to provide the
OPA with this security?

Deb

Debaorah Langetaan | Manager, Natural Gas Projects|OPA |
Suite 1600 - 120 Adelaide St. W. | Toronto, ON MS5H 1T1 |

T:416.969.6052 | F: 416.967.1947| deborah.langelaan@powerauthority.on.ca |

Fdkdok kR Rk Rk kdk koo

This e-mail message is privileged, confidential and subject to
copyright. Any unauthorized use or disclosure is prohibited.

Le contenu du présent courriel est privilégié, confidentie! et
soumis a des droils d'auteur. 1l est interdit de I'utiliser ou
de le divulguer sans autorisation.




Aleksandar Kojic

From: JoAnne Butler

Sent: September 28, 2011 4:08 PM
To: Michael Killeavy

Subject: Re: OGS L/C

Have a nice few days off]

JCB

From: Michae! Killeavy

Sent: Wednesday, September 28, 2011 04:00 PM
To: JoAnne Butler

Subject: Re: OGS L/C

Thx

Michael Killeavy, LL.B., MBA, P.Eng.
Director, Contract Management
Cntario Power Authority

120 Adelaide 5t. West, Suite 1600
Toronto, Ontario, M5H 1T1
416-969-6288 (office)

416-969-6071 (fax)

416-520-9788 {cell)
Michael.killeavy@powerauthority.on.ca

From: JoAnne Butler

Sent: Wednesday, September 28, 2011 03:56 PM
To: Michael Killeavy; Deborah Langelaan

Cc: Michael Lyle

Subject: Re: OGS L/C

No comments. | agree with your position.

ICB

From: Michael Killeavy

Sent: Wednesday, September 28, 2011 09:02 AM
To: Deborah Langelaan

Cc: Michael Lyle; JoAnne Butler

Subject; Re: OGS L/C

Deb,
We need to tread carefully here. | agree with Osler's comments, which are reflective of our position all along.

We have not repudiated the contract. We have entered into settlement discussions with TCE to terminate the contract.
The contract subsists. The security is stilt required.



Mike and JoAnne, do you have any comments on this?

Michael

Michael Kitleavy, LL.B., MBA, P.Eng.
Director, Contract Management
Ontario Power Authority

120 Adelaide St. West, Suite 1600
Toronto, Ontario, M5H 1T1
416-969-6288 {office)

416-969-6071 (fax)

416-520-9788 {cell)
Michael.killeavy@powerauthority.on.ca

From: Deborah Langelaan

Sent: Wednesday, September 28, 2011 08:51 AM
To: Michael Killeavy

Subject: FW: OGS L/C

Michael;

John Mikkelsen left me a v/m yesterday wanting to discuss TCE’s L/C and a couple of options they have come up with.
Before I return his call | wanted to give you the heads up and see if the OPA’s position remains the same as it was in
March.

Deb

Deborah Langefaan | Manager, Natural Gas Projects| OPA |
Suite 1600 - 120 Adelaide St. W. | Toronto, ON M5H 171 |
T:416.969.6052 | F: 416.967.1947| deborah.langelaan@powerauthority.on.ca |

From: Smith, Elliot [mailto:ESmith@osler.com]

Sent: March 24, 2011 11:40 AM

To: Deborah Langelaan; Michael Killeavy; Susan Kennedy
Cc: JoAnne Butler; Sebastiano, Rocco

Subject: RE: OGS L/C

Deb,

We certainly understand the OPA’s desire to mitigate the costs associated with the termination of the OGS
contract, but we do have some concerns with returning the LC. In particular, returning the LC would be a fact
that could be admissible in potential litigation and may support TCE’s allegation that the contract has been
repudiated. Conversely, the fact that they have not requested the return of the LC could support the OPA’s
position that we are negotiating a mutual termination.



At this

time, we would suggest waiting until after we meet with TCE and gauge their reaction to our proposal,

when we’ll have a better idea of where things stand. If the process is moving forward productively then there
may be an opportunity to mitigate the LC costs as well as some of the interest costs.

Elliot

=l

Associate

Elliot Smith

416.862.6435 DIRECT
416.862.6666 FACSIMILE
esmith@osler.com

Osler, Hoskin & Harcourt LLP

Box 50, 1

First Canadian Place

Toronte, Ontario, Canada M5X 1B8

B

From: Deborah Langelaan [mailto:Deborah.Langelaan@powerauthority.on.ca]
Sent: Wednesday, March 23, 2011 10:21 AM

To: Smith, Elliot; Michael Killeavy; Susan Kennedy

Cc: JoAnne Butler; Sebastiano, Rocco

Subject: OGS L/C

***Privileged & Confidential™™

TCE has provided the OPA with an L/C in the amount of $30 million for their Completion and Performance
Security under the OGS Contract. TCE's cost to maintain the L/C is approximately $25,000/month and they have
rolled this monthly cost into their OGS Sunk Costs. ‘Given the circumstances, is TCE still obligated to provide the
OPA with this security?

Deb

Deborah Langelaan | Manager, Natural Gas Projects[OPA |
Suite 1600 - 120 Adelaide St. W. | Toronto, ON M5H 1T1 |

T:416.969,6052 | F: 416.967.1947 | deborah.langelaan@powerauthority.on.ca ]

This e-mai

i message is privileged, confidential and subject to

copyright. Any unauthorized use or disclosure is prohibited.

Le contenu du présent courriel est privilégié, confidentiel et
soumis & des droits d'auteur. Il est interdit de l'utifiser ou
de le divulguer sans autorisation.




Aleksandar Kojic

From: ' Michael Killeavy

Sent: September 28, 2011 4:10 PM
To: JoAnne Butler

Subject: Re: OGS L/C

I shall try ... Are there any more plants to cancel?

Michael Killeavy, LL.B., MBA, P.Eng.
Director, Contract Management
Ontario Power Authority

120 Adelaide St. West, Suite 1600
Toronte, Ontario, M5H 1T1
416-969-6288 (office)

416-969-6071 (fax)

416-520-9788 (cell)
Michael.killeavy@powerauthority.on.ca

From: JoAnne Butler

Sent: Wednesday, September 28, 2011 04:08 PM
To: Michael Killeavy

Subject: Re: OGS L/C

Have a nice few days off!

JCB

From: Michael Killeavy

Sent: Wednesday, September 28, 2011 04:00 PM
To: JoAnne Butler

Subject: Re: OGS L/C

Thx

Michael Killeavy, LL.B., MBA, P.Eng.
Director, Contract Management
Ontaric Power Authority

120 Adelaide St. West, Suite 1600
Toronto, Ontario, M5H 171
416-969-6288 (office)

416-969-6071 (fax)

416-520-9788 (cell}

Michael killeavy@powerauthority.on.ca



From: JoAnne Butler

Sent: Wednesday, September 28, 2011 03:56 PM
To: Michael Killeavy; Deborah Langelaan

Cc: Michael Lyle

Subject: Re: OGS L/C

No comments, | agree with your position.

JCB

From: Michael Killeavy

Sent: Wednesday, September 28, 2011 09:02 AM
To: Deborah Langelaan

Cc: Michael Lyle; JoAnne Butler

Subject: Re: OGS L/C

Deb,
We need to tread carefully here. | agree with Osler's comments, which are reflective of our position all along.

We have not repudiated the contract. We have entered into settlement discussions with TCE to terminate the contract.
The contract subsists. The security is still required.

Mike and JoAnne, do you have any comments on this?

Michael

Michael Killeavy, LL.B., MBA, P.Eng.
Director, Contract Management
Ontario Power Authority

120 Adelzide St. West, Suite 1600
Toronto, Ontario, M5H 1T1
416-969-6288 (office)

416-969-6071 {fax)

416-520-9788 {cell)
Michael.killeavy@powerauthority.on.ca

From: Deborah Langelaan

Sent: Wednesday, September 28, 2011 08:51 AM
To: Michael Killeavy

Subject: FW: OGS L/C

Michael;

John Mikkelsen left me a v/m yasterday wanting to discuss TCE’s L/C and a couple of options they have come up with,
Before | return his call | wanted to give you the heads up and see if the OPA’s position remains the same as it was in
March.
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Deb

Deborah Langelaan | Manager, Natural Gas Projects|OPA |
Suite 1600 - 120 Adelaide St. W. [ Toronto, ON MS5H 1T1 | o
T: 416.969.6052 | F: 416.967.1947| deborah.langelaan@powerauthority.on.ca |

From: Smith, Elliot [mailto:ESmith@osler.com]

Sent: March 24, 2011 11:40 AM

To: Deborah Langelaan; Michael Killeavy; Susan Kennedy
Cc: JoAnne Butler; Sebastiano, Rocco

Subject: RE: OGS L/C

Deb,

We certainly understand the OPA’s desire to mitigate the costs associated with the termination of the OGS
contract, but we do have some concerns with retwrning the LC. In particular, returning the L.C would be a fact
that could be admissible in potential litigation and may support TCE’s allegation that the contract has been
repudiated. Conversely, the fact that they have not requested the return of the LC could support the OPA’s

position that we are negotiating a mutual termination.

At this time, we would suggest waiting until after we meet with TCE and gauge their reaction to our proposal,
when we’ll have a better idea of where things stand. If the process is moving forward productively then there
may be an opportunity to mitigate the LC costs as well as some of the interest costs.

Elliot
=]

Elliot Smith
Associate

416.862.6435 DIRECT
416.862.6666 FACSIMILE
esmith@osler.com

Osler, Hoskin & Harcourt LLP L
Box 50, 1 First Canadian Place
Toronto, Ontario, Canada M5X 1B8

B

From: Deborah Langelaan [mailto:Deborah.Langelaan@powerauthority.on.ca]
Sent: Wednesday, March 23, 2011 10:21 AM

To: Smith, Elliot; Michae! Killeavy; Susan Kennedy

Cc: JoAnne Butler; Sebastiano, Rocca

Subject: OGS L/C

**Privileged & Confidenﬁal***

TCE has provided the OPA with an L/C in the amount of $30 million for their Completion and Performance
Security under the OGS Contract. TCE’s cost to maintain the L/C is approximately $25,000/month and they have
rolled this monthly cost into their OGS Sunk Costs. Given the circumstances, is TCE still obligated to provide the

QPA with this security?



Deb

Deborah Langelaan | Manager, Natural Gas Projects|OPA |
Suite 1600 - 120 Adelaide St. W. | Toronto, ON M5H 1T1 |
T: 416.969.6052 | F: 416.967.1947| deborah.langelaan@powerauthority.on.ca |

This e-mail message is privileged, confidential and subject to
copyright. Any unauthorized use or disclosure is prohibited.

Le contenu du présent courriel est priviiégié, confidentiel et
soumis a des droits d'auteur. I est interdit de J'utiliser ou
de le divulguer sans autorisation.




Aleksandar Kojic

From: Michael Lyle

Sent: September 28, 2011 4:26 PM

To: JoAnne Butier; Michael Killeavy; Deborah Langelaan
Subject: RE: OGS L/C

Keep in mind that in the recitals to the arbitration agreement it states that OPA terminated the CES Contract by letter
dated October 7, 2010.

Michael Lyle

General Counsel and Vice President
Legal, Aboriginal & Regulatory Affairs
Ontario Power Authority

120 Adelaide Street West, Suite 1600
Toronto, Ontario, M5H 1T1

Direct: 416-969-6035

Fax: 416.969.6383

Email: michael.lyle@powerauthority.on.ca

This e-mail message and any files fransmitted with it are intended only for the named recipient(s) above and may contain information that is privileged, confidentfal
and/or exempt from disclosure under applicable law. If you are not the inlended recipient(s), any dissemination, distribution or copying of this e-mail message or
any files transmitted with it is strictly prohibited. If you have received this message in error, or are not the named recipient(s), please nofify the sender immediately

and delete this e-mail message

From: JoAnne Butler

Sent: September 28, 2011 3:56 PM

To: Michael Killeavy; Deborah Langelaan
Cc: Michael Lyle

Subject: Re: OGS L/C

No comments. | agree with your position.

JCB

From: Michael Killeavy

Sent: Wednesday, September 28, 2011 09:02 AM
To: Deborah Langelaan

Cc: Michael Lyle; JoAnne Butler

Subject: Re: OGS L/C

Deb,

We need to tread carefully here. | agree with Osler's comments, which are reflective of our position ail along.

We have not repudiated the contract. We have entered into settlement discussions with TCE to terminate the contract.
The contract subsists. The security is still required.

Mike and JoAnne, do you have any comments on this?

Michael



Michael Killeavy, LL.B., MBA, P.Eng.
Director, Contract Management
Ontario Power Autharity

120 Adelaide St. West, Suite 1600
Toronto, Ontario, M5H 1T1
416-969-6288 (office)

416-969-6071 (fax)

416-520-9788 (cell)
Michael.killeavy@powerauthority.on.ca

From: Deborah Langelaan

Sent: Wednesday, September 28, 2011 08:51 AM
To: Michael Killeavy

Subject: FW: OGS L/C

Michael;

John Mikkelsen left me a v/m yesterday wanting to discuss TCE’s L/C and a couple of options they have come up with.
Before | return his call | wanted to give you the heads up and see if the OPA’s position remains the same as it was in
March.

beb

Deborah Langelaan | Manager, Natural Gas Projects] OPA |
Suite 1600 - 120 Adelaide St. W. | Toronto, ON M5H 1T1 ]
T: 416.969.6052 | F: 416.967.1947| deborah.langelaan@powerauthority.on.ca |

From: Smith, Elliot [mailto:ESmith@osler.com]

Sent: March 24, 2011 11:40 AM

To: Beborah Langelaan; Michael Killeavy; Susan Kennedy
Cc: JoAnne Butler; Sebastiano, Rocco

Subject: RE: OGS L/C

Deb,

We certainty understand the OPA’s desire to mitigate the costs associated with the termination of the OGS
contract, but we do have some concerns with returning the L.C. In particular, returning the LC would be a fact
that could be admissible in potential litigation and may support TCE’s allegation that the contract has been
repudiated. Conversely, the fact that they have not requested the return of the LC could support the OPA’s
position that we are negotiating a mutual termination.

At this time, we would suggest waiting until after we meet with TCE and gauge their reaction to our proposal,
when we’ll have a better idea of where things stand. If the process is moving forward productively then there
may be an opportunity to mitigate the L.C costs as well as some of the interest costs.

Elliot



Associate

Eiliot Smith

416.862.6435 DIRECT
416.862.6666 FACSIMILE
esmith@osler.com

Osler, Hoskin & Hafcourt LLP

Box 50, 1

First Canadian Place

[l

Toronto, Ontario, Canada M5X 1B8 .

From: Deborah Langelaan [mailto:Deborah.Langelaan@powerauthority.on.ca]
Sent: Wednesday, March 23, 2011 10:21 AM

To: Smith, Elliot; Michael Killeavy; Susan Kennedy

Cc: JoAnne Butler; Sebastiano, Rocco

Subject: OGS L/C

**Privileged & Confidential***

TCE has provided the OPA with an L/C in the amount of $30 million for their Completicn and Performance
Security under the OGS Contract. TCE'’s cost to maintain the L/C is approximately $25,000/month and they have
rolled this monthiy cost into their OGS Sunk Costs. Given the circumstances, is TCE still obligated to provide the

OPA with this security?

Deb

Deborah Langelaan | Manager, Natural Gas Projects| OPA |
Suite 1600 - 120 Adelaide St. W. | Toronto, ON M5H 1T1 |
T: 416.969.6052 | F: 416.967.1947| deborah.langelaan@powerauthority.on.ca |

This e-mail message is privileged, confidential and subject to
copyright, Any unauthorized use or disclosure is prohibited.

Le contenu du présent courriel est privilégié, confidentiel et
soumis & des droits d'auteur. |l est inferdit de ‘'utiliser ou
de le divulguer sans autorisation.




Aleksandar Kojic

From: Michael Killeavy

Sent: September 28, 2011 4:32 PM

To: ' Michael Lyle; JoAnne Butler; Deborah Langelaan
Subject: Re: OGS L/C

| had forgotten about that. Does the agreement state that the parties represent that the recitals are true and correct?

Michael Killeavy, LL.B., MBA, P.Eng.
Director, Contract Management
Ontario Power Authority

120 Adelaide St. West, Suite 1600
Toronto, Ontario, M5H 1T1
416-969-6288 (office)

416-969-6071 (fax)

416-520-9788 (cell)

Michael.killeavy @powerauthority.on.ca

From: Michael Lyle

Sent: Wednesday, September 28, 2011 04:25 PM

To: JoAnne Butler; Michael Killeavy; Deborah Langelaan
Subject: RE: OGS L/C

Keep in mind that in the recitals to the arbitration agreement it states that OPA terminated the CES Contract by letter
dated October 7, 2010.

Michae! Lyle

General Counsel and Vice President
Legal, Aboriginal & Regulatory Affairs
Ontario Power Authority

120 Adelaide Street West, Suite 1600
Toronto, Ontario, M&H 171

Direct: 416-969-6035

Fax: 416.962.6383

Email: michael.lyle@powerauthority.on.ca

This e-mail message and any files transmitted with it are intended only for the named recipient(s) above and may contain information that is privileged, confidéntial
and/or exempt from disclosure under applicable law. If you are not the intended recipient(s), any dissemination, distribution or copying of this e-mail message or
any files transmitted with it is strictly prohibited. If you have recelved this message in error, or are not the named recipient(s), please notify the sender immediately

and delete this e-mail message

From: JoAnne Butler

Sent: September 28, 2011 3:56 PM

To: Michael Killeavy; Deborah Langelaan
Cc: Michael Lyle

Subject: Re: OGS L/C




No comments, | agree with your position.

JCB

From: Michael Killeavy

Sent: Wednesday, September 28, 2011 09:02 AM
To: Deborah Langelaan

Cc: Michael Lyle; JoAnne Butler

Subject: Re: OGS L/C

Deb,
We need to tread carefully here. | agree with Osler's comments, which are reflective of our position all along.

We have not repudiated the contract. We have entered into settlement discussions with TCE to terminate the contract.
The contract subsists. The security is still required.

Mike and JoAnne, do you have any comments on this?

Michael

Michael Killeavy, LL.B., MBA, P.Eng.
Director, Contract Management
Ontario Power Authority

120 Adelaide St. West, Suite 1600
Torento, Ontario, M5H 1T1
416-969-6288 (office)

416-969-6071 (fax)

416-520-9788 (cell)
Michaei.killeavy@powerauthority.on.ca

From: Deborah Langelaan

Sent: Wednesday, September 28, 2011 08:51 AM
To: Michael Killeavy

Subject: FW: OGS L/C

Michael;

John Mikkelsen left me a v/m yesterday wanting to discuss TCE’s L/C and a coupte of options they have come up with.
Before | return his call | wanted to give you the heads up and see if the OPA’s position remains the same as it was in
March.

Deb

Deborah Langelaan | Manager, Natural Gas Projects|OPA |
Suite 1600 - 120 Adelaide St. W. | Toronto, ON M5H 171 |
T: 416.969.6052 | F: 416.967.1947 | deborah.langelaan@powerauthority.on.ca |
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From: Smith, Elliot [mailto:ESmith@osler.com]

Sent: March 24, 2011 11:40 AM

To: Deborah. Langelaan; Michael Killeavy; Susan Kennedy
Cc: JoAnne Butler; Sebastiano, Rocco

Subject: RE: OGS L/C

Deb, : , _
We certainly understand the OPA’s desire to mitigate the costs associated with the termination of the OGS
contract, but we do have some concerns with returning the LC. In particular, returning the LC would be a fact
that could be admissible in potential litigation and may support TCE’s allegation that the contract has been
repudiated. Conversely, the fact that they have not requested the return of the LC could support the OPA’s
position that we are negotiating a mutual termination.

At this time, we would suggest waiting until after we meet with TCE and gauge their reaction to our proposal,
when we’ll have a better idea of where things stand. If the process is moving forward productively then there
may be an opportunity to mitigate the LC costs as well as some of the interest costs.

Elliot
(<]

Elliot Smith
Associate

416.862.6435 DIRECT
416.862.6666 FACSIMILE
esmith@osler.com

Osler, Hoskin & Harcourt LLP
Box 50, 1 First Canadian Place
Toronto, Ontario, Canada M5X 1B8

Xl

From: Deborah Langelaan [mailto:Deborah.Langelaan@powerauthority.on.ca]
Sent: Wednesday, March 23, 2011 10:21 AM

To: Smith, Elliot; Michael Killeavy; Susan Kennedy

Cc: JoAnne Butler; Sebastiano, Rocco

Subject: OGS L/C

**Privileged & Confidential™

TCE has provided the OPA with an L/C in the amount of $30 million for their Completion and Performance
Security under the OGS Contract. TCE's cost to maintain the L/C is approximately $25,000/month and they have
rolled this monthly cost into their OGS Sunk Costs. Given the circumstances, is TCE still obligated to provide the
OPA with this security?

Deb

Peborah Langelaan | Manager, Natural Gas Projects | QOPA |
Suite 1600 - 120 Adelaide St. W. | Toronto, ON M5H 1T1 |
T:416.965.6052 [ F: 416.967.1947 | deborah.[angelaan@powerauthority.on.ca |




This e-mail message is privileged, confidential and subject to
copyright. Any unauthorized use or disclosure is prohibited.

Le contenu du présent courrel est privilégié, confidentiel ef
soumis & des droits d'auteur. |l est interdit de l'utiliser ou
de le divulguer sans autorisation.




Aleksandar Kojic

From: Michael Lyle

Sent: September 28, 2011 4:36 PM

To: Michael Killeavy; JoAnne Butler; Deborah Langelaan
Subject: RE;: OGS L/C

Yes.

Michael Lyle

General Counsel and Vice President -
Legal, Aboriginal & Regulatory Affairs
Ontario Power Authority

120 Adelaide Street West, Suite 1600
Toronto, Ontario, M5H 1T1

Direct: 416-962-6035

Fax: 416.969.6383

Email: michael.lyle@powerauthority.on.ca

This e-mail message and any files transmitted with it are intended only for the named recipient{s) above and may contain information that is privileged, confidential
and/or exempt from disclosure under applicable law. If you are not the intended recipient(s), any dissemination, distribution or copying of this e-mail message or
any files transmitted with it is sirictly prohibited. If you have received this message in emor, or are not the named recipient(s), ptease notify the sender immediately
and delete this e-mail message

From: Michael Killeavy

Sent: September 28, 2011 4:32 PM

To: Michael Lyle; JoAnne Butler; Deborah Langelaan
Subject: Re: OGS L/C

| had forgotten about that. Does the agreement state that the parties represent that the recitals are true and correct?

Michael Killeavy, LL.B., MBA, P.Eng.
Director, Contract Management
Ontario Power Authority

120 Adelaide St. West, Suite 1600
Toronto, Ontaric, M5H 1T1
416-969-6288 (office)

416-969-6071 (fax)

416-520-9788 (cell}
Michael.killeavy@powerauthority.on.ca

From: Michael Lyle

Sent: Wednesday, September 28, 2011 04:25 PM

To: JoAnne Butler; Michael Killeavy; Deborah Langelaan
Subject: RE: OGS L/C

Keep in mind that in the recitals to the arbitration agreement it states that OPA terminated the CES Contract by letter
dated October 7, 2010.



Michael Lyle

General Gounsel and Vice President
Legal, Aboriginal & Regulatory Affairs
Ontario Power Authority

120 Adelaide Street Wesl, Suite 1600
Toronto, Ontario, M5H 1T1

Direct: 416-968-6035

Fax: 416.969.6383

Email: michael.lyle@powerauthority.on.ca

This e-mail message and any files transmitted with it are intended only for the named recipient(s) above and may contain information that is privileged, confidential
and/or exempt from disclosure under applicable law. [f you are not the intended recipient(s), any dissemination, distribution or copying of this e-mail message or
any files transmitted with it is strictly prohibited. If you have recelved this message in eror, ar are not the named recipient(s}, please notify the sender immediately
and delete this e-mail message

From: JoAnne Butler

Sent: September 28, 2011 3:56 PM

To: Michael Killeavy; Deborah Langelaan

Cc: Michael Lyie

Subject: Re: OGS L/C

No comments. | agree with your position.

ICB

From: Michael Killeavy

Sent: Wednesday, September 28, 2011 09:02 AM
To: Deborah Langelaan

Cc: Michael Lyle; JoAnne Butler

Subject: Re: OGS L/C

Deb,
We need to tread carefully here. | agree with Osler's comments, which are reflective of our position all along.

We have not repudiated the contract. We have entered into settlement tﬁscussions with TCE to terminate the contract.
The contract subsists. The security is still required.

Mike and JoAnne, do you have any comments on this?

Michael

Michael Killeavy, LL.B., MBA, P.Eng.
Director, Contract Management
Ontario Power Authority

120 Adelaide 5t. West, Suite 1600
Toronto, Ontario, M5H 1T1
416-969-6288 (office)
416-969-6071 {fax)

416-520-9738 (cell)



Michzael.killeavy@powerauthority.on.ca

From: Deborah Langelaan

Sent: Wednesday, September 28, 2011 08:51 AM
To: Michael Killeavy

Subject: FW: OGS L/C

Michael;

John Mikkelsen left me a v/m yesterday wanting to discuss TCE’s L/C and a couple of options they have come up with.
Before | return his call | wanted to give you the heads up and see if the OPA’s position remains the same as it was in

March.

Deb

Deborah Langelaan | Manager, Natural Gas Projects] OPA |
Suite 1600 - 120 Adelaide St. W. | Toronto, ON M5H 1T1 |
T:416.969.6052 | F: 416.967.1947| deborah.langelaan@powerauthority.on.ca |

From: Smith, Elliot [mailto:ESmith@osler.com]

Sent: March 24, 2011 11:40 AM

To: Deborah Langelaan; Michael Killeavy; Susan Kennedy
Cc: JoAnne Butler; Sebastiano, Rocco

Subject: RE: OGS L/C

Deb,
We certainly understand the OPA’s desire to mitigate the costs associated with the termination of the OGS

contract, but we do have some concems with returning the LC. In particular, returning the L.C would be a fact
that could be admissible in potential litigation and may support TCE’s allegation that the contract has been
repudiated. Conversely, the fact that they have not requested the return of the LC could support the OPA’s
position that we are negotiating a mutual termination.

At this time, we would suggest waiting until after we meet with TCE and gauge their reaction to our proposal,
when we’ll have a better idea of where things stand. If the process is moving forward productively then there
may be an opportunity to mitigate the LC costs as well as some of the interest costs.

Elliot
=l

Elliot Smith
Associate

416.862.6435 DIRECT
416.862.6666 FACSIMILE
esmith@osler.com

Osler, Hoskin & Harcourt LLP
Box 50, 1 First Canadian Place
Toronto, Ontario, Canada M5X 1B8

B




From: Deborah Langelaan [mailto:Deborah.Langelaan@powerauthority.on.ca]
Sent: Wednesday, March 23, 2011 10:21 AM

To: Smith, Elliot; Michael Killeavy; Susan Kennedy

Cc: JoAnne Butler; Sebastiano, Rocco

Subject: OGS L/C

***Privileged & Confidential***

TCE has provided the OPA with an L/C in the amount of $30 million for their Completion and Performance
Security under the OGS Confract. TCE's cost to maintain the L/C is approximately $25,000/month and they have
rolled this monthly cost into their OGS Sunk Costs. Gwen the circumstances, is TCE still obligated to provide the
OPA with this security?

Deb

Deborah Langelaan | Manager, Natural Gas Projects|OPA |
Suite 1600 - 120 Adelaide St. W. | Toronto, ON MSH 1T1 |

T:416.969.6052 | F: 416.967.1947| deborah.langelaan@powerauthority.on.ca |

This e-mail message is privileged, confidential and subject to
copyright. Any unauthorized use or disclosura is prohibited.

Le contenu du présent courriel est privilegié, confidentiel et
soumis & des droits d'auteur. |l est interdit de I'utiliser ou
de le divulguer sans autorisation.




Aleksandar Kojic

From: Michael Killeavy

Sent: September 28, 2011 440 PM
To: Michael Lyle; JoAnne Butler; Deborah Langelaan
Subject: Re: OGS L/C

Then | don't think we have a right to hold security on a contract that's been terminated. Would you agree?

Michael Killeavy, LL.B., MBA, P.Eng.
Director, Contract Management
Ontario Power Autharity

120 Adelaide St. West, Suite 1600
Toronto, Ontario, M5H 1T1
416-969-6288 (office)

416-969-6071 (fax)

416-520-9788 (cell)

Michael .kileavy@powerauthority.on.ca

From: Michael Lyle

Sent: Wednesday, September 28, 2011 04:36 PM

To: Michael Killeavy; JoAnne Butler; Deborah Langelaan
Subject: RE: OGS L/C

Yes.

Michael Lyle

General Counsel and Vice President
l.egal, Aboriginal & Regulatory Affairs
Ontario Power Authority

120 Adelaide Street West, Suite 1600
Toronto, Ontario, M5H 1T1

Direct: £416-958-6035

Fax: 4169696383

Email: michael.lyle@powerauthority.on.ca

This e-mail message and any files transmitted with it are intended only for the named recipient(s) above and may contain information that is privileged, conﬁdenﬂ'ai
andfor exempt from disclosure under applicable law. If you are not the intended recipient(s), any dissemination, distributien or copying of this e-mail message or
any files fransmitted with it is strictly prohibited. If you have received this message in error, or are not the named recipient(s), please notify the sender immediately

and delefe this e-mail message

From: Michael Killeavy

Sent: September 28, 2011 4:32 PM

To: Michael Lyle; JoAnne Butler; Deborah Langelaan
Subject: Re: OGS L/C

| had forgotten about that. Does the agreement state that the parties represent that the recitals are true and correct?



Michael Killeavy, LL.B., MBA, P.Eng.
Director, Contract Managemeant
Ontario Power Authority

120 Adelaide St. West, Suite 1600
Toronto, Ontario, M5H 1T1
416-969-6288 (office)

416-969-6071 (fax)

416-520-9788 (cell)
Michael.killeavy@powerauthority.on.ca

From: Michael Lyle

Sent: Wednesday, September 28, 2011 04:25 PM

To: JoAnne Butler; Michael Killeavy; Deborah Langelaan
Subject: RE: OGS L/C

Keep in mind that in the recitals to the arbitration agreement it states that OPA terminated the CES Contract by letter
dated October 7, 2010.

Michael Lyle

General Counse! and Vice President
Legal, Aboriginal & Regulatory Affairs
Ontario Power Authority

120 Adelaide Street West, Suite 1600
Toronto, Ontario, M5H 1T1

Direct: 416-969-6035

Fax: 416.969.6383

Email: michael.lyle@powerauthority.on.ca

This e-mail message and any files transmitted with it are intended enly for the named recipient(s) above and may centain information that is privileged, confidential
and/or exampt from disclosure under applicable law. If you are not the intended recipient(s), any dissemination, distribution or copying of this e-mail message or
any files transmifted with it is strictly prohibited. If you have received this message in armor, or are not the named recipient(s), please notify the sender immediately
and delete this e-mail message

From: JoAnne Butler

Sent: Septetber 28, 2011 3:56 PM

To: Michael Killeavy; Deborah Langelaan

Cc: Michael Lyle

Subject: Re: OGS L/C

No commaents. | agree with your position.

JcB

From: Michael Killeavy

Sent: Wednesday, September 28, 2011 09:02 AM
To: Deborah Langelaan

Cc: Michael Lyle; JoAnne Butler

Subject: Re: OGS L/C



Deb,
We need to tread carefully here. | agree with Osler's comments, which are reflective of our positioh all along.

We have not repudiated the contract. We have entered into settlement discussions with TCE to terminate the contract.
The contract subsists. The security is still required.

Mike and JoAnne, do you have any comments on this?

Michael

Michael Killeavy, LL.B., MBA, P.Eng.
Director, Contract Management
Ontario Power Authority

120 Adelaide 5t. West, Suite 1600
Toronto, Ontario, M5H 171
416-969-6288 (office)

416-969-6071 (fax)

416-520-9788 {cell)
Michael.killeavy@powerauthority.on.ca

From: Deborah Langelaan

Sent: Wednesday, September 28, 2011 08:51 AM
To: Michael Killeavy

Subject: FW: OGS L/C

Michael;

John Mikkelsen feft me a v/m yesterday wanting to discuss TCE’s L/C and a couple of options they have come up with,
Before | return his call | wanted to give you the heads up and see if the OPA’s-position remains the same as it was in

March.

Deb

Deborah Langelaan | Manager, Natural Gas Projects|OPA |
Suite 1600 - 120 Adelaide St. W. | Toronto, ON M5H 171 |
T: 416.969.6052 | F: 416.967.1947] deborah.langelaan @powerauthority.on.ca |

From: Smith, Elliot [mailto:ESmith@osler.com)

Sent: March 24, 2011 11:40 AM

To: Deborah Langelaan; Michael Killeavy; Susan Kennedy
Cc: JoAnne Butler; Sebastiano, Rocco

Subject: RE: OGS L/C

Deb, :
We certainly understand the OPA’s desire to mitigate the costs associated with the termination of the OGS

confract, but we do have some concerns with returning the LC. In particular, returning the L.C would be a fact

that could be admissible in potential litigation and may support TCE’s allegation that the contract has been
3



repudiated. Conversely, the fact that they have not requested the return of the LC could support the OPA’s
position that we are negotiating a2 mutual termination.

At this time, we would suggest waiting until after we meet with TCE and gauge their reaction to our proposal,
when we’ll have a better idea of where things stand. If the process is moving forward productively then there

may be

Elliot

an opportunity to mitigate the LC costs as well as some of the interest costs.

=

Elliot Smith

Associate

416.862.6435 DIRECT
416.862.6666 FACSIMILE
esmith@osler.com

Osler, Hoskin & Harcourt LLP

Box 50, 1

First Canadian Place

Toronto, Ontario, Canada M5X 1B8

i

From: Dehorah Langelaan [mailto:Deborah.Langelaan@powerauthority.on.ca]
Sent: Wednesday, March 23, 2011 10:21 AM

To3 Smith, Elliot; Michael Killeavy; Susan Kennedy

Cc: JoAnne Butler; Sebastiano, Rocco

Subject: OGS L/C

***Privileged & Confidential**

TCE has provided the OPA with an L/C in the amount of $30 million for their Completion and Performance
Security under the OGS Contract. TCE’s cost to maintain the L/C is approximately $25,000/month and they have
rolled this monthly cost into their OGS Sunk Costs. Given the circumstances, is TCE still obligated to provide the
OPA with this security®?

Deb

Deborah Langelaan | Manager, Natural Gas Projects|OPA |
Suite 1600 - 120 Adelaide St. W. | Toronto, ON M5H 1T1 |

T:416.969.6052 | F: 416.967.1947| deboerah.langelaan@powerauthority.on.ca |

This e-mail message is privileged, confidential and subject to
copyright. Any unauthorized use or disclesure is prohibited.

Le contenu du présent courriel est privilegié, confidentiel et
" soumis a des droits d'auteur. Il est interdit de l'utiliser ou
de le divulguer sans autorisation.




Aleksandar Kojic

From: Michael Lyle

Sent: September 28, 2011 4.43 PM

To: Michael Killeavy; JoAnne Butler; Deborah Langefaan
Subject: RE: OGS L/C

Yes

Michael Lyle

General Counsel and Vice President
Legal, Aboriginal & Regulatory Affairs
Ontario Power Authority

120 Adelaide Street West, Suite 1600
Toronto, Ontario, M5H 171

Direct: 416-969-6035

. Fax: 416.969.6383

Email; michagl.lyle@powerauthority.cn.ca

This e-maii message and any files transmitted with it are intended only for the named recipient(s) above and may contain information that is privileged, confidential
and/or exempt from disclosure under appficable law. If you are not the intended recipient(s), any dissemination, distribution or copying of this e-mail message or
any files transmitted with it is strictly prohibited. If you have received this message in error, or are not the named recipient(s), please nolify the sender immediately
and delete this e-mail message :

From: Michael Killeavy

Sent: September 28, 2011 4:40 PM

To: Michael Lyle; JoAnne Butler; Deborah Langelaan
Subject: Re: OGS L/C

Then t don't think we have a right to hold security on a contract that's been terminated. Would you agree?

Michael Killeawvy, LL.B., MBA, P.Eng.
Director, Contract Management
Ontario Power Authority

120 Adelaide St. West, Suite 1600
Toronto, Ontaric, M5H 1T1
416-969-6288 (office)

416-969-6071 (fax)

416-520-9788 (celf)

Michael.killeavy@ powerauthority.on.ca

From: Michael Lyle

Sent: Wednesday, September 28, 2011 04:36 PM

To: Michael Killeavy; JoAnne Butler; Deborah Langelaan
Subject: RE: OGS L/C

Yes.



Michael Lyle

General Counse! and Vice President
Legal, Aboriginal & Regulatory Affairs
Ontario Power Authority :
120 Adelaide Street West, Suiie 1600
Toronto, Ontario, M5H 1T1

Direct; 416-969-6035

Fax: 416.969.6383

Email: michael lvle@powerauthority.on.ca

This e-mail message and any files transmitted with it are intended only for the named recipient(s) above and may contain information that is privileged, confidential
and/or exempt from disclosure under applicable law. If you are not the intended recipient(s), any dissemination, distribution or copying of this e-mail message or
any files transmitted with it is strictly prehibited. If you have received this message in error, or are not the named recipient(s), please notify the sender immediately
and delete this e-mail message

From: Michael Killeavy

Sent: September 28, 2011 4:32 PM

To: Michael Lyle; JoAnne Butler; Deborah Langelaan
Subject: Re: OGS L/C

| had forgotten about that. Does the agreement state that the parties represent that the recitals are true and correct?

Michael Killeavy, LL.B., MBA, P.Eng.
Director, Contract Management
Ontario Power Authority

120 Adelaide St. West, Suite 1600
Toronto, Ontario, M5H 1T1
416-969-6288 (office)

416-969-6071 (fax)

416-520-9788 (cell)
Michael.killeavy @ powerauthority.on.ca

From: Michael Lyle

Sent: Wednesday, Septermber 28, 2011 04:25 PM

To: JoAnne Butler; Michael Killeavy; Deborah Langelaan
Subject: RE: OGS L/C

Keep in mind that in the recitals to the arbitration agreement it states that OPA terminated the CES Contract by letter
dated October 7, 2010.

Michael Lyle

General Counsel and Vice President
Legal, Aboriginal & Regulatory Affairs
Ontario Power Authority

120 Adelaide Street West, Suite 1600
Toronto, Ontario, M5H 1T1

Direct; 416-969-6035

Fax; 416.969.6383

Email: michael.lyle@powerauthority.on.ca




This e-mail message and any files transmitted with it are intended only for the named recipient(s) above and may contain information that is privileged, confidential
and/or exempt from disclosure under applicable law. If you are not the intended recipient(s), any dissemination, distribution or capying of this e-mail message or
any files transmitted with it is strictly prohibited. 1f you have received this message in error, or are not the named recipient(s), please nolify the sender immediately
and delete this e-mall message ‘

From: JoAnne Butler

Sent: September 28, 2011 3:56 PM

To: Michael Killeavy; Deborah Langelaan
Cc: Michael Lyle '

Subject: Re: OGS L/C

No comments. [ agree with your position.

ICB

From: Michael Killeavy

Sent: Wednesday, September 28, 2011 09:02 AM
To: Deborah Langelaan

Cc: Michael Lyle; JoAnne Butler

Subject: Re: OGS L/C

Deb,
We need to tread carefully here. [ agree with Osler's comments, which are reflective of our position all along.

We have not repudiated the contract. We have entered into settlement discussions with TCE to terminate the contract.
The contract subsists. The security is still required.

Mike and JoAnne, do you have any comments on this?

Michael

Michael Killeavy, LL.B., MBA, P.Eng.
Director, Contract Management
Ontario Power Authority

120 Adelaide St. West, Suite 1600
Toronto, Ontario, M5H 1T1
416-969-6288 (office)

416-969-6071 (fax)

416-520-9788 (cell

Michael .killeavy@powerauthority.on.ca

From: Deborah Langelaan

Sent: Wednesday, September 28, 2011 08:51 AM
To: Michael Killeavy '

Subject: FW: OGS L/C

Michael;



John Mikkelsen left me a v/m yesterday wanting to discuss TCE’s L/C and & couple of options they have come up with.
Before | return his call | wanted to give you the heads up and see if the OPA’s position remains the same as it wasin

March.

bPeb

Deborah Langelaan | Manager, Natural Gas Projects|OPA |
Suite 1600 - 120 Adelaide St. W. | Toronto, ON M5H 1T1 |
T: 416.969.6052 | F: 416.967.1947| dehorah.langelaan@®powerauthority.on.ca |

From: Smith, Elliot [mailto:ESmith@osler.com]

Sent: March 24, 2011 11:40 AM

To: Deborah Langelaan; Michael Killeavy; Susan Kennedy
Cc: JoAnne Butler; Sebastiano, Rocco

Subject: RE; OGS L/C

Deb,

We certainly understand the OPA’s desire to mitigate the costs associated with the termination of the OGS
contract, but we do have some concerns with returning the LC. In particular, returning the LC would be a fact
that could be admissible in potential litigation and may support TCE’s allegation that the contract has been
repudiated. Conversely, the fact that they have not requested the return of the LC could support the OPA’s
position that we are negotiating a mutual termination.

At this time, we would suggest waiting until after we meet with TCE and gauge their reaction to our proposal,
when we’ll have a better idea of where things stand. If the process is moving forward productively then there
may be an opportunity to mitigate the LC costs as well as some of the interest costs.

Elliot
[l

EHiot Smith
Associate

416.862,6435 DIRECT
416.862.6666 FACSIMILE
esmith@osler.com

Osler, Hoskin & Harcourt LLP
Box 50, 1 First Canadian Place
Toronto, Ontario, Canada M5X 1B8

[

From: Deborah Langelaan [maiito:Deborah.Langelaan@powerauthority.on.ca]
Sent: Wednesday, March 23, 2011 10:21 AM

To: Smith, Elliot; Michael Killeavy; Susan Kennedy

Cc: JoAnne Butler; Sebastiano, Rocco

Subject: OGS L/C

***Privileged & Confidential***

TCE has provided the OPA with an L/C in the amount of $30 million for their Completion and Performance
Security under the OGS Contract. TCE'’s cost to maintain the L/C is approximately $25,000/month and they have

4



roffed this monthly cost into their OGS Sunk Costs. Given the circumstances, is TCE still obligated fo provide the
OPA with this security? '

Deb

Deborah Langelaan | Manager, Natural Gas Projects] OPA |
Suite 1600 - 120 Adelaide St. W. | Toronto, ON M5H 171 |

T: 416.969.6052 | F: 416.967:1947| deborah.langelaan@powerauthority.on.ca |

This e-mail message is privileged, confidential and subject to
copyright. Any unauthorized use or disclosure is prohibited.

Le contenu du présent courriel est privilégié, confidentiel et
soumis a des droits d'auteur. | est interdit de Iutiliser ou
de le divulguer sans autorisation.




Aleksandar Kojic

From: Michael Killeavy

Sent: September 28, 2011 4:46 PM

To: Michael Lyle; JoAnne Butler; Deborah Langelaan
Subject: Re: OGS L/C

Thank you.

Deb, JoAnne | think we have to return the security. We have conceded the termination point in the arbitration
agreement we entered into. | had forgotten about the recital Mike mentions. | apologize for the confusion on this.

Michael Killeavy, LL.B., MBA, P.Eng.
Director, Contract Management
Ontario Power Authority

120 Adelaide 5t. West, Suite 1500
Toronto, Ontario, M5H 171
416-969-6288 {office)

416-969-6071 (fax)

416-520-9788 (cell)
Michael.killeavy@powerauthority.on.ca

From: Michael Lyle

Sent: Wednesday, September 28, 2011 04:43 PM

To: Michael Killeavy; JoAnne Butler; Deborah Langelaan
Subject: RE: OGS L/C

Yes

Michael Lyle

General Counsel and Vice President
Legal, Abariginal & Reguiatory Affairs
Ontario Power Authority

120 Adelaide Street West, Suite 1600
Toronto, Ontario, M5H 1T+1

Direct: 416-969-6035

Fax: 416.969.6383

Email; michael.lvle@powerauthority.on.ca

This e-mail message and any files transmitted with it are infended only for the named recipient(s) above and may contain information that is privileged, confidential
and/or exempt from disclosure under applicable law. If you are not the infended reclplent(s) any dissemination, distribution or copying of this e-mail message or
any files transmitted with it is strictly prohibited. If you have received this message in error, or are not the named recipient(s), please notify the sender lmmedlately

and delete this e-mail message

From: Michael Killeavy

Sent: September 28, 2011 4:40 PM

To: Michael Lyle; JoAnne Butler; Deborah Langelaan
Subject: Re: OGS L/C




Then | don't think we have a right to hold security on a contract that's been terminated. Would you agree?

Michael Killeavy, LL.B., MBA, P.Eng.
Director, Contract Management
Ontario Power Authority

120 Adelaide St. West, Suite 1600
Toronto, Ontario, M5H 171
416-969-6288 (office)

416-969-6071 {fax)

416-520-9788 (cell)
Michael.killeavy@powerauthority.on.ca

From: Michael Lyle

Sent: Wednesday, September 28, 2011 04:36 PM

To: Michael Killeavy; JoAnne Butler; Deborah Langelaan
Subject: RE: OGS L/C

Yes,

Michael Lyle

General Counsel and Vice President
Legal, Aboriginal & Regulatory Affairs
Ontario Power Authority

120 Adelaide Street West, Suite 1600
Toronto, Ontario, MSH 1T1

Direct: 416-969-6035

Fax; 416.9690.6383

Email: michael. lvle@powerauthority.on.ca

This e-mail message and any files transmitted with it are intended only for the named recipient(s) above and may contain information that is privileged, confidentiat
and/or exempt from disclosure under applicable Jaw. If you are not the intended recipient(s), any dissemination, distribution or copying of this e-mail message or
any files transmilted with it is strictly prohibited. If you have received this message in error, or are not the named recipient(s), please notify the sender immediately
and delete this e-mail message

From: Michael Killeavy

Sent: September 28, 2011 4:32 PM

To: Michael Lyle; JoAnne Butler; Deborah Langelaan
Subject: Re: OGS L/C

| had forgotten about that. Does the agreement state that the parties represent that the recitals are true and correct?

Michael Killeavy, LL.B., MBA, P.Eng,
Director, Contract Management
Ontario Power Authority

120 Adelaide St. West, Suite 1600
Toronto, Ontario, M5H 1T1
A16-969-6288 {office)



416-969-6071 (fax)
416-520-9788 (celi)
Michael.killeavy@powerauthority.on.ca

From: Michael Lyle

Sent: Wednesday, September 28, 2011 04:25 PM

To: JoAnne Butler; Michael Killeavy; Deborah Langelaan
Subject: RE: OGS L/C

Keep in mind that in the recitals to the arbitration agreement it states that OPA terminated the CES Contract by letter
dated October 7, 2010.

Michael Lyle

General Counsel and Vice President
Legal, Aboriginal & Regulatory Affairs
Ontario Power Authority

120 Adelaide Street West, Suite 1600
Toronto, Ontario, MM 1T1

Direct: 416-969-6035

Fax: 416.969.6383

Email: michael.lyle@powerauthority.on.ca

This e-mail message and any files transmitted with it are intended only for the named recipient(s} above and may contain information that is privileged, confidential
and/or exempt from disclosure under applicable law. If you are not the intended recipient(s), any dissemination, distribution or copying of this e-malil message or
any files transmitted with it is stricty prohibited. If you have received this message in error, or are not the named recipient(s), please notify the sender immediately
and delete this e-mail message

From: JoAnne Butler

Sent: September 28, 2011 3:56 PM

To: Michael Killeavy; Deborah Langelaan

Cc: Michael Lyle

Subject: Re: OGS L/C

No comments. 1 agree with your position.

ICB

From: Michael Killeavy

Sent: Wednesday, September 28, 2011 05:02 AM
To: Deborah Langelaan

Cc: Michael Lyle; JoAnne Butler

Subject: Re: OGS L/C

Deb,
We need to tread carefully here. | agree with Osler's comments, which are reflective of our position ali along.

We have not repudiated the contract. We have entered into settlement discussions with TCE to terminate the contract.
The contract subsists. The security is still required.

Mike and JoAnne, do you have any comments on this?



Michael

Michael Killeavy, LL.B., MBA, P.Eng.
Director, Contract Management
Ontario Power Authority

120 Adelaide St. West, Suilte 1600
Toronto, Ontario, M5H 1T1
416-969-6288 (office)

416-969-6071 (fax)

416-520-9788 (cell)
Michael.killeavy@powerauthority.on.ca

From: Deborah Langelaan

Sent: Wednesday, September 28, 2011 08:51 AM
To: Michael Killeavy

Subject: FW:; OGS L/C

Michael;

John Mikkelsen left me a v/m yesterday wanting to discuss TCE’s L/C and a couple of options they have come up with.
Before 1 return his call | wanted to give you the heads up and see if the OPA’s position remains the same as it was in
March.

Deb

Deborah Langelaan | Manager, Natural Gas Projects|OPA |
Suijte 1600 - 120 Adelaide S5t. W. | Toronto, ON MSH 1T1 |
T:416.969.6052 | F: 416.967.1947] deborah.langelaan@powerauthority.on.ca |

From: Smith, Elliot [mailto:ESmith@osler.com]

Sent: March 24, 2011 11:40 AM

To: Deborah Langelaan; Michael Killeavy; Susan Kennedy
Cc: JoAnne Butler; Sebastiano, Rocco

Subject: RE: OGS L/C

Deb,

We certainly understand the OPA’s desire to mitigate the costs associated with the termination of the OGS
contract, but we do have some concerns with returning the LC. In particular, returning the LC would be a fact
that could be admissible in potential litigation and may support TCE’s allegation that the contract has been
repudiated. Conversely, the fact that they have not requested the return of the LC could support the OPA’s
position that we are negotiating a mutual termination.

At this time, we would suggest waiting until after we meet with TCE and gauge their reaction to our proposal,
when we’ll have a better idea of where things stand. If the process is moving forward productively then there
may be an opportunity to mitigate the LC costs as well as some of the interest costs.



Elliot

=l

Associate

Elljot Smith

416.862.6435 DIRECT
416.862.6666 FACSIMILE
esrmith@osler.com

Osler, Hoskin & Harcourt LLP

Box 50, 1

First Canadian Place

Toronto, Ontario, Canada M5X 1B8

From: Deborah Langelaan [mailto:Deborah.Langelaan@powerauthotity.on.ca]
Sent: Wednesday, March 23, 2011 10:21 AM

To: Smith, Elliot; Michael Killeavy; Susan Kennedy

Cc: JoAnne Butler; Sebastiano, Rocco

Subject: OGS L/C

“**Privileged & Confidential***

TCE has provided the OPA with an L/C in the amount of $30 million for their Completion and Performance
Security under the OGS Confract. TCE's cost to maintain the L/C is approximately $25,000/month and they have
rolled this monthly cost into their OGS Sunk Costs. Given the circumstances, is TCE still obligated to provide the
OPA with this security?

Deb

Deborah Langelaan | Manager, Natural Gas Projects|OPA |
Suite 1600 - 120 Adelaide 5t. W. | Toronto, ON M5H 1T1 ]
T: 416.969.6052 | F: 416.967.1947| deborah.langelaan@powerauthority.on.ca |

This e-mail message is privileged, confidential and subject {0
copyright. Any unauthorized use or disclosure is prohibited.

Le contenu du présent courriel est privilégié, confidentiel et
soumis & des droits d'auteur. I} est interdit de l'utiliser ou
de le divulguer sans autorisation.




Aleksandar Kojic

From: - . - JoAnne Butler -

Sent: S September 28, 2011 4:56 PM ;

To: Michael Killeavy; Michael Lyle; Deborah Langelaan
Subject: Re: OGS L/C

Ok...please proceed as discussed..

JCB

From: Michael Killeavy

Sent: Wednesday, September 28, 2011 04:46 PM
To: Michael Lyle; JoAnne Butler; Deborah Langelaan
Subject: Re: OGS L/C

Thank you.

Deb, JoAnne | think we have to return the security. We have conceded the termination point in the arbitration
agreement we entered into. | had forgotten about the recital Mike mentions. | apologize for the confusion on this.

Michael Killeavy, LL.B., MBA, P.Eng.
Director, Contract Management
Ontario Power Authority

120 Adelaide St. West, Suite 1600
Toronto, Ontario, M5H 171
416-069-6288 (office)

416-969-6071 (fax)

416-520-9788 (cell)
Michael.killeavy@powerauthority.on.ca

From: Michael Lyle

Sent: Wednesday, September 28, 2011 04:43 PM

To: Michael Killeavy; JoAnne Butler; Deborah Langelaan
Subject: RE: OGS L/C

Yes

Michael Lyte

General Counsel and Vice President
Legal, Aboriginal & Regulatory Affairs
Ontaric Power Authority

120 Adelaide Street West, Suite 1600
Taronto, Ontario, MSH 1T1

Direct: 416-969-6035

Fax: 416.969.6383

Email: michael.lyle@powerauthority.on.ca




This e-mail message and.any files transmitted with it are intended oniy for ihe named recipient{s} above and may contain information that is privileged, confidential
and/or exempt from disclosure under applicable law. If you are not the intended recipient(s), any dissemination, distribution or copying of this e-mail message or
any files transmitted with it is strictly prohibited, if you have received this message in error, or are not the named recipient(s), please notify the sender immediately
and delete this e-mail message )

From: Michael Killeavy

Sent: September 28, 2011 4:40 PM

To: Michael Lyle; JoAnne Butler; Deborah Langelaan
Subject: Re: OGS L/C

Then | don't think we have a right to hold security on a contract that's been terminated. Would you agree?

Michael Killeavy, LL.B., MBA, P.Eng.
Director, Contract Management
Ontario Power Authority

120 Adelaide St. West, Suite 1600
Toronto, Ontario, M5H 1T1
416-969-6288 (office)

416-969-6071 (fax)

416-520-9788 (cell)
Michael.killeavy@powerauthority.on.ca

From: Michael Lyle

Sent: Wednesday, September 28, 2011 04:36 PM

To: Michael Killeavy; JoAnne Butler; Deborah Langelaan
Subject: RE: OGS L/C

Yes.

Michael Lyle

General Counsel and Vice President
Legal, Aboriginal & Regulatory Affairs
Ontario Power Authority

120 Adelaide Street West, Suite 1600
Toronto, Ontario, M5H 1T1

Direct: 416-869-68035

Fax: 416.969.6383

Email: michael.lvle@powerauthority.on.ca

" This e-mail message and any files transmitted with it are infended only for the named recipient(s) above and may contain information that is privileged, confidential
and/or exempt from disclosure under applicable law. If you are not the intended recipient(s), any dissemination, distribution or capying of this e-mail message or,
any files transmitted with it is strictly prohibited. If you have received this message in emor, or are not the named recipient(s), please notify the sender immediately
and delete this e-mail message

From: Michael Killeavy

Sent: September 28, 2011 4:32 PM

To: Michael Lyle; JoAnne Butler; Deborah Langelaan

Subject: Re: OGS L/C




I had forgotten about that. Does the agreement state that the parties represent that the recitals are true and correct?

Michael Killeavy, LL.B., MBA, P.Eng.
Director, Contract Management
Ontario Power Authority

120 Adelaide St. West, Suite 1600
Toronto, Ontario, M5H 171
416-969-6288 (office)

416-969-6071 (fax)

416-520-9788 (cell)
Michael.killeavy@powerauthority.on.ca

From: Michael Lyle

Sent: Wednesday, September 28, 2011 04:25 PM

To: JoAnne Butler; Michael Killeavy; Deborah Langelaan
Subject: RE: OGS L/C

Keep in mind that in the recitals to the arbitration agreement it states that OPA terminated the CES Contract by letter
dated October 7, 2010. '

Michael Lyle

General Counsel and Vice President
Legal, Aboriginal & Regulatory Affairs
Ontario Power Authority

120 Adelajde Street West, Suite 1600
Toronto, Ontario, M5H 171

Direct: 416-968-6035

Fax: 4169696383

Email: michael. lyle@powerauthority.on.ca

This e-mail message and any files transmitted with it are intended only for the named recipient{s) abcve and may contain information that is privileged, confidential
and/or exempt from disclosure under applicable law. If you are not the intended recipient(s), any dissemination, distribution or copying of this e-mail message or
any files transmitted with it is strictly prohibited. If you have received this message in error, or are not the named recipient(s), please notify the sender immediately
and delete this e-mail message

From: JoAnne Butler

Sent: September 28, 2011 3:56 PM

To: Michael Killeavy; Deborah Langelaan

Cc: Michael Lyle

Subject: Re: OGS L/C

No comments. | agree with your position.

ICB

From: Michael Killeavy

Sent: Wednesday, September 28, 2011 09:02 AM
To: Deborah Langelaan

Cc: Michael Lyle; JoAnne Butler



Subject: Re: OGS L/C
Deb,
We need to tread carefully here. | agree with Osler's comments, which are reflective of our position all along.

We have not repudiated the contract. We have entered into settlement discussions with TCE to terminate the contract.
The contract subsists. The security is still required.

Mike and JoAnne, do yoﬂ have any comments on this?

Michael

Michael Killeavy, 1L.B., MBA, P.Eng.
Director, Contract Management
Ontario Power Authority

120 Adelaide St. West, Suite 1600
Toronto, Ontario, M5H 1T1
416-969-6288 {office)

416-969-6071 (fax)

416-520-9788 {cell}

Michael killeavy@powerauthority.on.ca

From: Deborah Langelaan

Sent: Wednesday, September 28, 2011 08:51 AM
To: Michael Killeavy

Subject: FW: OGS L/C

Michael;

John Mikkelsen left me a v/m yesterday wanting to discuss TCE’s L/C and a couple of options they have come up with.
Before | return his call | wanted to give you the heads up and see if the OPA’s position remains theé same as it was in
March.

Deb

Deborah Langelaan | Manager, Natural Gas Projects] OPA |
Suite 1600 - 120 Adelaide St. W. | Toronto, ON M5H 1T1 |

T: 416.969.6052 | F: 416.967.1947| deborah.langelaan@powerauthority.on.ca |

From: Smith, Elliot [mailto:ESmith@osler.com]

Sent: March 24, 2011 11:40 AM

To: Deborah Langelaan; Michael Killeavy; Susan Kennedy
Cc: JoAnne Butler; Sebastiano, Rocco

Subject: RE: OGS L/C

Deb,



We certainly understand the OPA’s desire to mitigate the costs associated with the termination of the OGS
contract, but we do have some concerns with returning the LC. In particular, returning the LC would be a fact
that could be admissible in potential litigation and may support TCE’s allegation that the contract has been
repudlated Conversely, the fact that they have not requested the return of the LC could support the OPA’s
position that we are negot1at1ng a mutual termination.

At this time, we would suggest waiting until after we meet with TCE and gauge their reaction to our proposal,
when we’ll have a better idea of where things stand. If the process is moving forward productively then there
may be an opportunity to mitigate the L.C costs as well as some of the interest costs.

Elliot

Eiliot Smith
Associate

416.862.6435 DIRECT
416.862.6666 FACSIMILE
esmith@osler.com

Osler, Hoskin & Hargourt LLP
Box 50, 1 First Capadian Place
Toronto, Ontario, Canada M5X 1B8

[t

From: Deborah Langelaan [mailto:Deborah.Langelaan@powerauthority.on.caj
Sent: Wednesday, March 23, 2011 10:21 AM

To: Smith, Elliot; Michael Killeavy; Susan Kennedy

Cc: JoAnne Butler; Sebastiano, Rocco

Subject: OGS L/C

***Privileged & Confidential™*

TCE has provided the OPA with an L/C in the amount of $30 million for their Completion and Performance
Security under the OGS Contract. TCE's cost to maintain the L/C is approximately $25,000/month and they have
rolled this monthly cost into their OGS Sunk Costs. Given the circumstances, is TCE still obligated to provide the

OPA with this security?

Deb

Deborah Langelaan | Manager, Natural Gas Projects | OPA |
Suite 1600 - 120 Adelaide St. W. | Toronto, ON M5H 1T1 |
T:416.969.6052 | F: 416.967.1947| deborah.langelaan@powerauthority.on.ca |

This e-mail message is privileged, confidential and subject to
copyright. Any unauthorized use or discfosure is prohibited.

Le contenu du présent courriel est privilégie, confidentiel et
soumis & des droits d'auteur. Il est interdit de 'ufiliser ou



de le divulguer sans autorisation.




Aleksandar Kojic

From: : Deborah Langelaan

-Sent: September 29, 2011 4:34 PM
To: . JoAnne Butler; Michael Killeavy; Michael Lyle
Subject: RE: OGS L/C

Is it possible to acquire a copy of the final, executed Arbitration Agreement?

Deb

Deborah Langelaan | Manager, Natural Gas Projects |OPA |
Suite 1600 - 120 Adelaide St. W. | Toronto, ON M5H 1T1 |
T: 416.969.6052 | F: 416.967.1947| deborah.langelaan@powerauthority.on.ca |

From: JoAnne Butler

Sent: September 28, 2011 4:56 PM

To: Michael Killeavy; Michael Lyle; Deborah Langelaan
Subject: Re: OGS L/C

Ok...please proceed as discussed..

ICB

From: Michael Killeavy

Sent: Wednesday, September 28, 2011 04:46 PM
To: Michael Lyle; JoAnne Butler; Deborah Langelaan
Subject: Re: OGS L/C

Thank you.

Deb, JoAnne | think we have to return the security. We have conceded the termination point in the arbitration
agreement we entered into. | had forgotten about the recital Mike mentions. | apologize for the confusion on this.

Michael Kilieavy, LL.B., MBA, P.Eng.
Director, Contract Management
Ontario Power Authority

120 Adelaide St. West, Suite 1600
Toronto, Ontario, M5H 1T1
416-969-6288 (office)

416-969-6071 (fax)

416-520-9788 (cell)
Michael.killeavy@powerauthority.on.ca

From: Michael Lyle

Sent: Wednesday, September 28, 2011 04:43 PM

To: Michael Killeavy; JoAnne Butler; Deborah Langelaan
Subject: RE: OGS L/C



Yes

Michael Lyle

General Counsel and Vice President
Legal, Aboriginal & Regulatory Affairs
Ontario Power Authority .
120 Adelaide Street West, Suite 1600
Toronto, Ontario, M5H 1T1

Direct: 416-968-6035

Fax: 416.969.6383 :

Email; michaei.lyle@powerauthority.on.ca

This e-mail message and any files fransmitted with it are intended only for the named recipient(s) above and may contain information that is privileged, coniidential
andfor exempt from disclosure under applicable law. If you are not the intended recipient(s), any dissemination, distribution or copying of this e-mail message or
any files transmitted with if is strictly prohibited. If you have received this message in error, or are not the named recipient(s), please notify the sender immediately
and delete this e-mail message

From: Michael Kiileavy

Sent: September 28, 2011 4:40 PM

To: Michael Lyle; JoAnne Butler; Deborah Langelaan
Subject: Re: OGS L/C

Then [ don't think we have a right to hold security on a contract that's been terminated. Would you agree?

Michael Killeavy, LL.B., MBA, P.Eng.
Director, Contract Management
Ontario Power Authority

120 Adelaide St. West, Suite 1600
Toronto, Ontario, M5H 1T1
416-969-6288 (office)

416-969-6071 (fax)

416-520-9788 (cell}
Michael.killeavy@powerauthority.on.ca

From: Michael Lyle

Sent: Wednesday, September 28, 2011 04:36 PM

To: Michael Killeavy; JoAnne Butler; Deborah Langelaan
Subject: RE: OGS L/C

Yes.

Michael Lyle

General Counsel and Vice President
Legal, Aboriginal & Regulatory Affairs
Ontario Power Authority

120 Adelaide Street West, Suite 1600
Toronta, Ontario, M5H 1T1

Direct: 416-969-6035



Fax; 416.969.6383
Emaii: michae!.Iyle@gowerapthority.on.ca

.

This e-mail message and any files lransmntted with it are intended only for the named recipient(s) abave and may contain information that is privileged, confidential
and/or exempt from disclosure under applicable law. 1fyou are not the intended reciplent(s}, any dissemination, distribution or copying of this e-mail message or
any files transmitted with it is stricly prohibited. If you have received this message in error, or are not the named recipient(s), please notlfy the sender immediately
and delete this e-mail message

From: Michael Killeavy

Sent: September 28, 2011 4:32 PM

To: Michael Lyle; JoAnne Butler; Deborah Langelaan
Subject: Re: OGS L/C

I had forgotten about that. Does the agreement state that the parties represent that the recitals are true and correct?

Michael Killeavy, LL.B., MBA, P.Eng.
Director, Contract Management
Ontario Power Authority

- 120 Adelaide St. West, Suite 1600
Toronto, Ontario, M5H 1T1
416-969-6288 (office)

416-969-6071 (fax)

'416-520-9788 {cell)

Michael killeavy@powerauthority.on.ca

From: Michael Lyle

Sent: Wednesday, September 28, 2011 04:25 PM

To: JoAnne Butler; Michael Killeavy; Deborah Langelaan
Subject: RE: OGS L/C

Keep in mind that in the recitals to the arbitration agreement it states that OPA terminated the CES Contract by letter
dated October 7, 2010.

Michael Lyle

General Counsel and Vice President
Legal, Aboriginal & Regulatory Affairs
Ontario Power Authority

120 Adelaide Street West, Suite 1600
Toronto, Ontario, M5H 1T1

Direct: 416-969-6035

Fax: 416.969.6383

Email: michael.lyle@powerauthority.on.ca

This e-mail message and any files transmitted with it are intended only for the named recipient(s) above and may contain information that is privileged, confidential
and/or exempt from disclosure under applicable law. If you are not the intended recipient(s}, any dissemination, distribution or copying of this e-mail message or
any files fransmitted with it is sirictly prohibited. If you have received this messagde in error, or are not the named recipieni(s}, please nofify the sender immediately

and delete this e-mail message

From: JoAnne Butler

Sent: September 28, 2011 3:56 PM

To: Michael Killeavy; Deborah Langelaan




Cc: Michael Lyle
Subject: Re: OGS L/C

No comments, | agree with your position.

JCB

From: Michael Killeavy

Sent: Wednesday, September 28, 2011 09:02 AM
To: Deborah Langeiaan

Cc: Michael Lyle; JoAnne Butler

Subject: Re: OGS L/C

Deb,
We need to tread carefully here. | agree with Osler's comments, which are reflective of our position all along.

We have not repudiated the contract. We have entered into settlement discussions with TCE to terminate the contract.
The contract subsists. The security is still required.

Mike and JoAnne, do you have any comments on this?

Michael

Michael Kilieavy, LL.B., MBA, P.Eng.
Director, Contract Management
Ontario Power Authority

120 Adelaide St. West, Suite 1600
Toronto, Ontario, M5H 1T1
416-969-6288 {office)

416-969-6071 (fax)

416-520-9788 (ceil)

Michael killeavy@powerauthority.on.ca

From: Deborah Langelaan

Sent: Wednesday, September 28, 2011 08:51 AM
To: Michael Killeavy

Subject: FW: OGS L/C

Michael;
John Mikkelsen left me a v/m yesterday wanting to discuss TCE’s L/C and a couple of options they have come up with.
Before | return his call | wanted to give you the heads up and see if the OPA’s position remains the same as it was in

March.

Deb



Deborah Langelaan | Manager, Natural Gas Projects| OPA |
Suite 1600 - 120 Adeiaide 5t. W. | Toronto, ON M5H 171 |
T: 416.969.6052 | F: 416.967.1947| deborah. Iangelaan@powerauthorlt\/ on.ca |

From: Smith, Elliot [mallto ESmxth@oster.com]

Sent: March 24, 2011 11:40 AM

To: Deborah Langelaan; Michael Kllleavy, Susan Kennedy
Cc: JoAnne Butler; Sebastiano, Rocco

Subject: RE: OGS L/C

Deb,

We certainly understand the OPA’s desire to mitigate the costs associated with the termination of the OGS
contract, but we do have some concerns with returning the LC. In particular, returning the LC would be a fact
that could be admissible in potential litigation and may support TCE’s allegation that the contract has been
repudiated. Conversely, the fact that they have not requested the return of the LC could support the OPA’s

position that we are negotiating a mutual termination.

At this time, we would suggest waiting until after we meet with TCE and gauge their reaction to our proposal,
when we’ll have a better idea of where things stand. If the process is moving forward productively then there
may be an opportunity to mitigate the LC costs as well as some of the interest costs.

Elliot
El

Elliot Smith
Associate

416.862.6435 DIRECT -
416.862.6666 FACSIMILE
aesmith@osler.com

Osler, Hoskin & Harcourt LLP
Box 50, 1 First Canadian Place
Toronte, Ontario, Canada M5X 1B8

From: Deborah Langelaan [mailto:Deborah.Langelaan@powerauthority.on.ca]
Sent: Wednesday, March 23, 2011 10:21 AM

To: Smith, Elliot; Michael Killeavy; Susan Kennedy

Cc: JoAnne Butler; Sebastiano, Rocco

Subject: OGS L/C

***Privileged & Confidential™*

TCE has provided the OPA with an L/C in the amount of $30 million for their Completion-and Performance
Security under the OGS Contract. TCE's cost to maintain the L/C is approximately $25,000/month and they have
rolled this monthly cost into their OGS Sunk Costs. Given the circumstances, is TCE still obligated to provide the

OPA with this security?

Deb



Deborah Langelaan } Manager, Natural Gas Projects|OPA |
Suite 1600 - 120 Adelaide 5t. W. | Toronto, ON M5H 1T1 |
T:416:969.6052 | F: 416.967.1947| deborah.langelzan@powerauthority.on.ca |

This e-mail message is privileged, confidential and subject to
copyright. Any unauthorized use or. disclosure is prohibited.

Le contenu du présent courriel est privilégié, confidentiel et
soumis & .des droits d'auteur. |l est interdit de I'utiliser ou
de le divuiguer sans autorisation. ’




Aleksandar Kojic

From: | Michael Ler :

Sent: ‘ September 29, 2011 5:05 PM

To: Deborah Langelaan; JoAnne Butler, Michael Killeavy
Subject: RE: OGS L/C

Attachments: Arbitration Agreement August 5 2011 (3).pdf

Of course.

Michael Lyle

General Counsel and Vice President
Legal, Aboriginal & Regulatory Affairs
Ontario Power Authority

120 Adelaide Street West, Suite 1600
Toronto, Ontario, MSH 1T1

Direct: 416-969-6035

Fax. 416.969.6383

Email: michael.lyle@powerauthority.on.ca

This e-mail message and any flles transmitted with it are intended only for the named recipient(s) above and may contain information that is privileged, confidentiat
andfor exempt from disclosure under applicable law. If you are not the intended recipient(s), any dissemination, distribution or copying of this e-mail message or
any files transmitted with it is strictly prohibited. If you have received this message in error, or are not the named recipient(s), please notify the sender lmmedlately
and delete this e-mail message

From: Deborah Langelaan

Sent: September 29, 2011 4:34 PM

To: JoAnne Butler; Michael Killeavy; Michael Lyle
Subject: RE: OGS L/C

Is it possible to acquire a copy of the final, executed Arbitration Agreement?

Deh

Deborah Langelaan | Manager, Natural Gas Projects|OPA |
Suite 1600 - 120 Adelaide St. W. | Toronto, ON M5H 1T1 |
T: 416.969.6052 | F: 416.967.1947] deborah.langelaan@powerauthority.on.ca|

From: JoAnne Butler

Sent: September 28, 2011 4:56 PM

To: Michael Killeavy; Michael Lyle; Deborah Langelaan
Subject: Re: GGS L/C

Ck...please proceed as discussed..

ICB

From: Michael Kilieavy

Sent: Wednesday, September 28, 2011 04:46 PM
To: Michael Lyle; JoAnne Butler; Deborah Langelaan
Subject: Re:r OGS L/C

Thank you.



Deh, JoAnne | think we have to return the security. We have conceded the termination point in the arbitration
agreement we entered into. | had forgotten about the recital Mike mentions. | apologize for the confusion on this.

Michael Killeavy, LL.B., MBA, P.Eng.
Director, Contract Management
Ontario Power Authority

120 Adelaide St. West, Suite 1600
Toronto, Ontario, M5H 1T1
416-969-6288 (office)

416-969-6071 (fax)

416-520-9788 (cell)
Michael.killeavy@powerauthority.on.ca

From: Michael Lyle

Sent: Wednesday, September 28, 2011 04:43 PM

To: Michael Killeavy; JoAnne Butler; Deborah Langelaan
Subject: RE: OGS L/C :

Yes

Michael Lyle

General Counsel and Vice President
Legal, Aboriginal & Reguiatory Affairs
Ontario Power Authority

420 Adelaide Street West, Suite 1600
Toronio, Ontario, M5H 1T1

Direct: 416-969-6035

Fax: 416.969.6383

Email: michael.lyle@powerauthority.on.ca

This e-mail message and any files transmitted with it are intended only for the named recipient(s) above and may contain information that is privileged, confidential
and/or exempt from disclosure under applicable law. if you are nof the intended recipient(s), any dissemination, distribution or copying of this e-ma#l message or
any files transmitted with if is strictly prohibited. If you have received this message in eror, or are not the named recipient(s), please notify the sender immediately
and delete this e-mail message

From: Michael Killeavy

Sent: September 28, 2011 4:40 PM

To: Michael Lyle; JoAnne Butler; Deborah Langelaan
Subject: Re: OGS L/C

Then | don't think we have a right to hold security on a contract that's been terminated. Would you agree?

Michael Killeavy, LL.B., MBA, P.Eng.
Director, Contract Management
Ontario Power Authority

120 Adelaide St. West, Suite 1600
Toronto, Ontario, M5H 1T1



416-969-6288 (office)

416-969-6071 (fax)

416-520-9788 (cell)

Michael. kl!leavy@powerauthonty on.ca

From: Michael Lyle

. Sent: Wednesday, September 28, 2011 04:36 PM

To: Michael Killeavy; JoAnne Butler; Deborah Langelaan
Subject: RE: OGS L/C

Yes.

Michael Lyle

General Counsel and Vice President
Legal, Aboriginal & Regulatory Affalrs
Ontario Power Authority

120 Adelaide Street West, Suite 1600
Toronto, Ontario, M5H 1T1

Direct: 416-869-8035

Fax; 416.969.6383

Email: michael.lyle@powerauthority.on.ca

This e-mail message and any files fransmitted with it are intended only for the named recipient(s} above and may contain information that is privileged, confidential
and/or exempt from disclosure under applicable law. If you are not the intended’ remplent(s) any dissemination, distribution or copying of this e-mail message or
any files transmitted with it is strictly prohibited. If you have received this message in eror, or are nof the named recipient(s), please nofify the sender immediately
and delete this e-mail message

From: Michael Killeavy

Sent: September 28, 2011 4:32 PM

To: Michael Lyle; JoAnne Butler; Deborah Langelaan
Subject: Re: OGS L/C

| had forgotten about that. Does the agreement state that the parties represent that the recitals are true and correct?

Michael Kilieavy, LL.B., MBA, P.Eng.
Director, Contract Management
Ontario Power Authority

120 Adelaide St. West, Suite 1600
Toronto, Ontario, M5H 1T1
416-969-6288 {office)

416-969-6071 (fax)

416-520-9738 (cell)

Michael killeavy@powerautharity.on.ca

From: Michael Lyle
Sent: Wednesday, September 28, 2011 04:25 PM
To: JoAnne Butler; Michael Killeavy; Deborah Langelaan



Subject: RE: OGS L/C

Keep in mind that in the recitals to the arbitration agreement it states that OPA terminated the CES Contract by letter
dated October 7, 2010. '

Michae! Lyle

General Counsel and Vice President
Legal, Aboriginal & Regulatory Affairs
Ontario Power Authority

120 Adelaide Street West, Suite 1600
Toronto, Ontario, M5H 1T1

Direct; 416-969-6035

Fax:. 416.969.6383
- Email: michael lyle@powerauthority.on.ca

This e-mail message and any files transmitted with it are infended only for the named recipient(s) above and may contain information that is privileged, confidential
and/or exempt from disclosure under applicable law. If you are not the intended recipient(s), any dissemination, distribution or copying of this e-mail message or
any files transmitted with it is strictly prohibited. If you have received this message in error, or are not the named recipient(s), please notify the sender immediately
and delete this e-mail message

From: JoAnne Butler

Sent: September 28, 2011 3:56 PM

To: Michael Kitleavy; Deborah Langelaan

Cc: Michael Lyle

Subject: Re: OGS L/C

No comments. 1 agree with your position.

JICB

From: Michael Killeavy

Sent: Wednesday, September 28, 2011 09:02 AM
To: Deborah Langelaan

Cc: Michael Lyle; JoAnne Butler

Subject: Re: OGS L/C

Deb,
We need to tread carefully here. | agree with Osler's comments, which are reflective of our position all along.

We have not repudiated the contract. We have entered into settlement discussions with TCE to terminate the confract.
The contract subsists. The security is still required.

Mike and JoAnne, do you have any comments on this?

Michael

Michael Kilieavy, LL.B., MBA, P.Eng.
Director, Contract Management



Ontario Power Authority ,
120 Adelaide 5t. West, Suite 1600
Toronto, Ontario, M5H 1T1
416-969-6288 (office)
416-969-6071 {fax)
416-520-9788 (cell)

- Michael.killeavy@powerauthority.on.ca

From: Deborah Langelaan

Sent: Wednesday, September 28, 2011 08:51 AM
To: Michael Killeavy

Subject: FW: OGS L/C

Michael;

John Mikkelsen left me a v/m yesterday wanting to discuss TCE’s L/C and a couple of options they have come up with.
Before | return his call 1 wanted to give you the heads up and see if the OPA’s position remains the same as it was in

March.

Deb

. Deborah Langelaan | Manager, Natural Gas Projects|OPA |
Suite 1600 - 120 Adelaide St. W. | Toronto, ON M5H 171 |
T: 416.969.6052 | F: 416.967.1947] deborah.langelaan@powerauthority.on.ca |

From: Smith, Elliot [mailto:ESmith@osler.com]

Sent: March 24, 2011 11:40 AM

To: Deborah Langelaan; Michael Killeavy; Susan Kennedy
Cc: JoAnne Butler; Sebastiano, Rocco

Subject: RE: OGS L/C

Deb, : ‘

We certainly understand the OPA’s desire to mitigate the costs associated with the termination of the OGS
contract, but we do have some concerns with returning the LC. In particular, returning the LC would be a fact
that could be admissible in potential litigation and may support TCE’s allegation that the contract has been
repudiated. Conversely, the fact that they have not requested the return of the LC could support the OPA’s

position that we are negotiating a mutual termination.

At this time, we would suggest waiting until after we meet with TCE and gauge their reaction to our proposal,
when we’ll have a better idea of where things stand. If the process is moving forward productively then there
may be an opportunity to mitigate the LC costs as well as some of the interest costs.

Elliot

Elliot Smith
Associate

' 416.862.6435 DIRECT
416.862.6666 FACSIMILE
esmith@osler.com



Osler, Hoskin & Harcourt LLP
Box 50, 1 First Canadian Place
Toronto, Ontarie, Canada M5X 1B8

]

From: Deborah Langelaan [mailto:Deborah.Langelaan@powerauthority.on.ca]
Sent: Wednesday, March 23, 2011 10:21 AM

To: Smith, Elliot; Michael Killeavy; Susan Kennedy

Cc: JoAnne Bubler; Sebastiano, Rocco

Subject: OGS L/C

**Privileged & Confidential***

TCE has provided the OPA with an L/C in the amount of $30 million for their Completion and Performance
Security under the OGS Contract. TCE's cost to maintain the L/C is approximately $25,000/month and they have
rolled this monthly cost into their OGS Sunk Costs. Given the circumstances, is TCE still chligated to provide the
OPA with this security?

Deb

Deborah Langelaan | Manager, Natural Gas Projects|OPA |
Suite 1600 - 120 Adelaide 5t. W. | Toronto, ON M5H 1T1 |

T: 416.969.6052 | F: 416.967.1947| deborah.langelaan@powerauthority.on.ca |

This e-mail message is privileged, confidential and subject to
capyright. Any unauthorized use or disclosure is prohibited.

Le contenu du présent courriel est privilégié, confidentie! et
soumis 3 des droits d'auteur. | est interdit de 'ufiliser ou
de le divulguer sans autorisation. ’




IN THE MATTER OF AN ARBITRATION
BETWEEN:
/ " TRANSCANADA ENERGY LTD.

Claimant
-and -

HER MAJESTY THE QUEEN IN RIGHT OF ONTARIO and the ONTARIO
POWER AUTHORITY

Respondents

ARBITRATION AGREEMENT

WHEREAS the Onfario Power Authority (the “OPA”) and the Claimant
TransCanada Energy Ltd. (“TCE” or the “Claimant”) entered into the Southwest
GTA Clean Energy Supply Contract dated as of October 9, 2009 (the “CES
Contract”) for the construction of a 900 megawatt gas fired generating station in
Oakville Ontario (the “OGS”);

AND WHEREAS by letter dated October 7, 2010 the OPA terminated the
CES Contract and acknowledged that TCE was entitled to its reasonable darmages,
including the anticipated financial value of the CES Contract;

AND WHEREAS the Respondents have agreed to pay TCE its reasonable
damages arising from the termination of the CES Contract, including the anticipated
financial value of the CES Contract;

AND WHEREAS the Claimant and the Respondents wish to submit the issue
of the assessment of the reasonable damages suffered by TCE to arbitration in the
event they are unable to settle that amount as between themselves;

AND WHEREAS on April 27, 2011, the Claimant provided written notice to
Her Majesty the Queen in Right of Ontario (the “Province of Ontario”), under
section 7 of the Proceedings Against the Crown Act, R.S5.0., 1990, c. P. 27 ("PACA”), of
its intent to commence an action against the Province of Ontario to recover the-



damages the Claimant suffered because of the termination of the CES Contract (the
”Claim”);

AND WHEREAS the Parties have agreed that the Claimant’s damages under
the Claim will not be limited by: (a) any limitation on or reduction of the amount of
damages which might otherwise be awarded as a result of sections 10.5 or 14.1 of the
CES Contract; or (b) any limitation on or reduction of the amount of damages which
might otherwise be awarded as a result of any possibility or probability that TCE
may have been unable to obtain any or all government or regulatory approvals -
required to construct and operate its generation facility as contemplated in and in
accordance with the CES Contract;

AND WHEREAS the Parties have agreed that the Respondents will not raise
as a defence the Force Majeure Notices filed by the Claimant with the OPA
including those issued after the Town of Oakville rejected the Claimants site plan
approval for the Oakville Generating Station and subsequently the rejection of its
application for consent to sever for the Oakville Generating Station site by the
Committee of Adjustment for the Town of Oakville;

AND WHEREAS the Parties have agreed to resolve the issue of the quantum
of damages the Claimant is entitled to as a result of the termination of the CES
Contract by way of binding arbitration in accordance with The Arbitration Act, 1991,
5.0. 1991, .17 (the "Act”);

AND WHEREAS the Parties have agreed that all steps taken pursuant to the
binding arbitration will be kept confidential and secure and will not form part of the
public record;

NOW THEREFORE, in consideration of good and valuable consideration, the
receipt and sufficiency of which is hereby acknowledged, the Parties agree as
follows:

ARTICLE 1
APPLICATION OF THE ACT

Section 1.1 Recitals
The recitals herein are true and correct.

Section 1.2 Act

The provisions of the Act shall apply to this Arbitration Agreement except as
varied or excluded by this Agreement, or other written agreement of the Parties.



ARTICLE?

Section 2.1 Consideration

In consideration of the Parties each agreeing to pursue the resolution of this
matter by way of binding arbitration in accordance with the Act, and on the
understanding that the referral to the arbitration and the satisfaction of any Final
Award (as defined) is a settlement of the Claimant’s claim that is the subject matter
of its April 27, 2011 Notice, pursuant to section 22 (c) of the PACA, the Parties agree:

{a)  the Claim against the Province of Ontario and the OPA will not be
pursued in the Courts; and :

()  contemporaneous with the satisfaction by the Province of Ontario of

- any Final Award in favour of TCE, TCE will provide a release to the

OPA and the Province of Ontario in the form of Schedule “B” attached
hereto.

ARTICLE 3
ARBITRATOR

Section 3.1 Arbitrator

The Arbitration shall be conducted in Toronto, Ontario by an arbitrator
mutually agreed upon by the Parties or chosen by such individual as the Parties may
agree (the ” Arbitrator”).

ARTICLE 4
JURISDICTION OF ARBITRATOR

Section 4.1 Final Decision and Award

The decision and award of the Arbitrator shall be final and binding on the
Parties, subject to the right to appeal questions of law to the Ontario Superior Court
of Justice as provided in section 45(2) of the Act.

Section 4.2 The Disputes

The Arbitrator shall fully and finally determine the amount of the reasonable
damages to which the Claimant is entitled as a result of the termination of the CES
Contract, including the anticipated financial value of the CES Contract.

Section 4.3 Waiver of Defences

(@) The Respondents agree that they are liable to pay TCE its reasonable
damages arising from the termination of the CES Contract, mcludmg
the anticipated financial value of the CES Contract.

3



(®)

The Respondents acknowledge and agree that in the determination of
the reasonable damages which TCE is to be awarded there shall be no
reduction of those damages by reason of either;

@

(i)

any limitation on or reduction of the amount of damages which
might otherwise be awarded as a result of sections 10.5 or 14.1
of the CES Contract; or :

any limitation on or reduction of the amount of damages which

might otherwise be awarded as a result of any possibility or
probability that TCE may have been unable to obtain any or all
government or regulatory approvals required to construct and
operate its generation facility as contemplated in and in
accordance with the CES Contract.

For greater certainty, the amount of the reasonable damages to which
the Claimant is entitled will be based upon the following agreed facts:

)

(i)

that if the CES Contract had not been terminated then TCE
would have fulfilled the CES Contract and the generation
facility which was contemplated by it would have been built
and would have operated; and

the reasonable damages including the anticipated financial
value of the CES Contract is understood to include the
following components:

(A)  the net profit to be earned by TCE over the 20 year life of
the CES Contract;

(B)  the costs incurred by TCE in connection with either the
performance or termination of the CES Contract to the
extent that these costs have not been recovered in item
(A); and

(C) each Party reserves its rights to argue whether the
Respondents are liable to compensate the Claimant for
the terminal value of the OGS, if any, where terminal
value is understood to mean the economic value of the
OGS that may be realized by the Claimant in the period
after the expiration of the twenty year term of the CES
Contract for its remaining useful life.



Sechon 44 Arbitrator Jurisdiction .

Without limiting the ]unschctxon of the Arbitrator at law,. the subnrussmn to
arbitration hereundet shall confer on the Arbitrator the jurisdiction to:

(@) determine any question as to the Arbitrator’s- jurisdiction includh’tg
any objections with respect to the existence, scope or validity of this
Agreement;

(b)  determine all issues in respect of the procedure or evidentiary matters
governing the Arbitration, in accordarice with this Agreement and the
Act, and make such orders or directions as may be required in respect
of such issues;

(©)  determine any question of law arising in the Arbitration;

(d)  receive and take into account such written or oral evidence tendered
by the Parties as the Arbitrator determines is relevant and admissible; -

(&) . make one or more interlocutory or interim orders;

® include, as part of any award, the payment of interest from the
appropriate date as determined by the Arbitrator; and

(g) proceed in the Arbitration and make anyr interlocutory. or interim
award(s), as deemed necessary during the course of the hearing of the
Arbitration, and the Final Award (defined below).

Section 4.5 Costs

The Parties agree that the Arbitrator has the jurisdiction to award costs to any
of the Parties, and that the Arbitrator will make a determination with respect to any
Party’s entitlement to costs by analogy to the Onfario Rules of Civil Procedure, R.R.O.
1990, Reg. 194 ( the “Rules”) and with regard to the relevant case law, after hearing
submissions from the Parties with respect to costs following the Final Award, or an
interim or interlocutory order or award in relation to any interim or interlocutory -
motion. The Arbitrator’s accounts shall be borne equally by the Parties, togethér
with all other ancillary, administrative and technical expenses that may be incurred
during the course of the Arbitration, including but not limited to costs for court
reporter(s), transcripts, facilities and staffing (the “Expenses”), but the Arbitrator's
accounts and the Expenses shall be ultimately determined with reference to the
Rules and the case law, at the same time that other issues with respect to costs are
determined following the Final Award.




Section 4.6 Timetable

Any deadlines contained in this Agreement may be exiended by mutual
agreement of the Parties or order of the Arbitrator, and the Arbitrator shall be
advised of any changes to any deadlines.

| ARTICLE5
SUBMISSION OF WRITTEN STATEMENTS

Section 5.1 Statement of Claim

The Claimant shall deliver a Statement of Claim on or before September 30,
2012,

Section 5.2 Defence

The Respondents shall each deliver a Statement of Defence within 30 days
following the delivery of the Statement of Claim. '

Section 5.3 Reply :

The Claimant shall deliver a Reply within 30 days following the delivery of
the Statements of Defence.

ARTICLE6
CONDUCT OF THE ARBITRATION

Section 6.1 Documentary Discovery

The Parties will meet and confer with respect to documentary production
within 30 days following the last date by which a Reply is to be delivered. At the
meeting with respect to documentary production, counsel for the Parties will discuss
and attempt to agree on the format of the documents to be delivered.

The scope of documentary production is to be determined by the Parties
when they meet and confer. For greater clarity, the scope of documentary
. production is not as broad as that contemplated by the Rules. Rather, the Parties are
required to disclose the documentation that they intend to or may rely on at the
arbitration, as well as documents which fall into the categories (relevant to the issues
in dispute) identified by opposing counsel at the meet and confer meeting or as may
arise out of the examinations for discovery.

In preparation of witnesses for discovery and in connection with
documentary production the Parties will use all relevant powers to ensure that all
documents in their power, possession or control are produced in the Arbitration.

When they meet and confer, the Parties shall determine a date by which each
shall deliver to the other a list identifying any and all records and documents,

whether written, electronic or otherwise, being produced for the purpose of this
6



Arbitration, and by which each shall deliver the documents in the format agreed to
by the Parties. .In the event that the Parties cannot come to an agreement on these
dates or the extent or nature of production they will refer the decision back to the

Arbitrator.

Section 6.2 Evidence by Witness Affidavits

On a date to be determined by the Parties when they meet and confer, the
Parties shall deliver to each other sworn affidavits of each of their witnesses.

On a date to be determined by the Parfies when they meet and confer, the
Parties shall deliver to each other responding sworn affidavits from their witnesses.

Section 6.3 Cross Examinations on Affidavits

The Parties agree that cross examinations of the affiants will take place on a
date to be agreed, with each Party limited to one day of cross examination per
witness, or such other time as may be agreed between the Parties upon review of the
affidavits or may be ordered by the Arbitrator.

Within 30 days following cross examinations, the Parties will come to an
agreement on hearing procedure with respect to calling viva woce evidence, or will
attend before the Arbitrator to determine such procedure (the “Hearing
Procedure”™).

Section 6.4 Expert Reports

The Parties agree that experts shall meet prior to the preparanon of expert
reports to confer and, if possible, agree and settle the assumptions and facts to be

used in the expert reports.
The Parties agree on the following timetable for delivery of expert reports:

{a)  expert reports of each Party shall be delivered within 45 days after
completion of cross examinations;

(b)  responding (reply) expert reports of each Party shall be exchanged
within 30 days of the exchange of expert reports; and

(c)  all expert reports delivered and filed in the Arbitration shall include
and attach a copy of the expert’s Curnculum Vitae and a declaration of

independence.

Section 6.5 Arbitration Hearing

The Arbitration Hearing shall take place in Toronto on dates to be agreed by
the Parties. The Arbitration Hearing shall be conducted in an expeditious manner
and in accordance with the Hearing Procedure. A court reporter will be present at

7



each day of the Arbitration Hearing and the court reporter will provide the Parties
with real-time transcription of the day’s evidence, and the court reporter will also
provide the Parties with copies of daily transcripts of each day’s evidence. The costs
of the court reporter will be divided between the Parties during the course of the
Arbitration and it will form part of the costs of the Arbitration, which will ultimately
be decided with reference to Section 4.5 above.

Section 6.6 Witness Statements

The Parties will attempt to reach agreement with regard to whether the
evidence-in-chief of witnesses will be provided by way of Affidavit rather than oral
testimony. If the evidence of a witness is to be provided by way of Affidavit, the
witness will nevertheless, if requested, be available at the hearing for cross-
examination.

Each witness who gives oral testimony at the Arbitration Hearing will do so
under oath or affirmation.

Section 6.7 Examinations and Oral Submissions

Unless otherwise agreed, each Party may examine-in-chief and re-examine ifs
own witmesses and cross-examine the other Party’s witnesses at the Arbitration
Hearing. The Parties shall agree upon, failing which the Arbitrator shall impose,
time limits upon both examination-in-chief and cross examination of witnesses.
Each Party shall be entitled to present oral submissions at the Arbitration Hearing.

Section 6.8 Applicable Law

The Arbitrator shall apply the substantive law applicable in the Province of
Ontario. The Arbitrator shall apply the procedural rules set out in this Arbitration
agreement and the Act and by analogy to the Rules, to the extent that procedures are
not dealt with in this Arbitration Agreement or in the Act.

Section 6.9

Subject to the terms of this Arbitration Agreement, the Arbitrator may
conduct the Arbitration Hearing in such manner as he/she considers appropriate,
provided that the Parties are treated with equality, and that at any stage of the
proceedings each Party is given full opportunity to present its case.

Section 6.10

Each Party may be represented by legal counsel at any and all meetings or
hearings in the Arbitration. Each person who attends the Arbitration Hearing is
deemed to have agreed to abide by the provisions of Article 8 of this Arbitration
Agreement with respect to confidentiality. Any person who attends on any date
upon which the Arbitration Hearing is conducted shall, prior to attending, execute a
confidentiality agreement substantially in the form attached hereto as Schedule “A”.

8



ARTICLE7
AWARD

Section 7.1 Decision(s) Timeline

Any interlocutory or interim award(s) shall be given in writing at Toronto,
with reasons and shall be rendered within forty five (45) days of the conclusion of

the relevant motion.

The Arbitrator shall provide the Parties with his/her decision in writing at
Toronto, with reasons, within six (6) months from the delivery of the communication
of the final submissions from the parties (the “Final Award”). The Arbitrator shall
sign and date the Final Award.

Within fifteen (15) days after receipt of the Final Award, any Party, with
notice to the other Parties, may request the Arbitrator to interpret the Final Award;
correct any clerical, typographical or computation exrrors, or any errors of a similar
nature in the Final Award; or clarify or supplement the Final Award with respect to
claims which were presented in the Arbitration but which were not determined in
the Final Award. The Arbitrator shall make any interpretation, correction or
supplementary award requested by either Party that he/she deems justified within
fifteen (15) days after receipt of such request. All interpretations, corrections, and
supplementary awards shall be in writing, and the provisions of this Article shall

apply to them.

Section 7.2

Subject to the right of appeal in Section 4.1 above, the Final Award shall be
final and binding on the Parties, and the Parties undertake to carry out the Final
Award without delay. If an interpretation, correction or additional award is
requested by a Party, or a correction or additional award is made by the Arbitrator
on his/her own initiative as provided under this Article, the Award shall be final
and binding on the Parties when such interpretation, correction or additional award
is made by the Arbitrator or upon the expiration of the time periods provided under
this Article for such interpretation, correction or additional award to be made,
whichever is earlier. The Final Award shall be enforceable in accordance with its
terms, and judgment upon the Final Award entered by any court of competent
jurisdiction that possesses jurisdiction over the Party against whom the Final Award

is being enforced.

Section 7.3

The Parties agree that it is in their mutual interests that a Final Award [or an
interim final award] in favour of the Claimant be satisfied in a manner that furthers
both the energy interests of the Province of Ontario and the interests of TCE.
Therefore, subject to the foregoing and the following terms and conditions, a Final

g



Award [or an interim final award] in favour of the Claimant may be satisfied by way
of the transfer to the Claimant of an asset that has an equivalent value to TCE, after
due consideration for the tax implications to TCE of the transaction, being equal to
the Final Award [or interim final award] (the “Equivalent Value”).

(a)

(b)

(d)

Upon the request of the Respondent, the Province of Ontario, to satisfy
the Final Award [or interim final award] as against either of the
Respondents by the transfer of an asset of Equivalent Value, TCE shall
within ten (10) business days submit a list of assets of interest (the

- “Assets of Interest”) to the Respondent for consideration. Such list to

consist of assets owned by the Province of Ontario, the OPA or an
agency of the Province of Ontario and at a minimum to include assets
in which TCE has an equity interest or that has been subject to prior
discussion amongst the Parties. Assets which will provide partial

.Equivalent Value may be considered.

If an asset of interest is mutually agreed as being a suitable asset for
transfer to TCE, and the asset is not one in which TCE (or a wholly
owned affiliate) owns an equity interest in at that time, then TCE shall
be permitted a reasonable and customary period of time for an asset
purchase transaction of this type in order to conduct due diligence and
to confirm its continued interest in the asset transfer. If TCE remains
interested in acquiring the asset after having completed its due
diligence then the Parties shall use commercially reasonable efforts to
attempt to agree on the value of the asset to TCE.

If an asset of interest is mutually agreed as being a suitable asset for an
equivalent exchange and is an asset in which TCE (or a wholly owned
affiliate) owns an equity interest at that time, then the Parties shall use
commercially reasonable efforts to attempt to agree on the value of the
asset to TCE.

In respect of any proposed asset transfer under subsection (b) or (c)
above TCE acting reasonably must be satisfied that:

(i)  the transfer will be in compliance with all relevant covenants
relating to the asset and in compliance with all applicable laws;

(ii)  all necessary consents, permits and authorizations are available
to transfer the asset to TCE and for TCE to own and operate the
asset;

(iii) there are no restrictions on TCE's ability fo develop, operate,
sell or otherwise dispose of the asset; and
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(iv) TCE does not become liable for any pre-closing liabilities
relating to the asset.

(e)  If the Parties have agreed fo the transfer and if the value of the asset to
TCE is agreed, then the Parties will use commercially reasonable
efforts to negotiate and settle the form of such definitive documents as
may be required to give full effect to such asset transfer. Such
documents are to be in conventional form for the type of asset to be
transferred and will contain conventional representations, warranties,
covenants, conditions, and indemnities for an asset transfer between -
arm’s length commercial parties. ‘

() If more than ninety (90) days have passed after the date of the issuance
of the Final Award [or an interim final award] of the Arbitrator, and
the Parties have not agreed on the terms of the asset transfer or settled”
the form of the definitive documents for transfer, then TCE shall be
permitted to issue a demand letter to the Respondents demanding
immediate payment of the Final Award [or interim final award] in
cash and such payment shall be made within three (3) days of receipt
of such demand letter.

Section 7.4 Release A

Contemporaneous with compliance by the Respondents with the terms of the
Final Award and in consideration therefore, TCE shall deliver a Release in favour of
each of the Respondents in the form attached hereto as Schedule “B”.

ARTICLE S8
CONFIDENTIALITY

Section 8.1 Confidentiality

Except as may be otherwise required by law, all information disclosed in the
Arbitration shall be treated by all Parties, including their respective officers and
directors, and by the Arbitrator, as confidential and shall be used solely for the
purposes of the Arbitration and not for any other or improper purpose. The Parties
agree further that for the purposes of this Arbitration, they shall abide by and be
bound by the “deemed undertaking” rule as stipulated in Rule 30.1 of the Rules.

For greater certainty, the Arbitrator and the Parties, including their respective
officers and directors, employees, agents, servanis, administrators, successors,
members, subsidiaries, affiliates, insurers, assigns and related parties from time to
time agree that they shall not disclose or reveal any information disclosed in the
Arbitration to any other person, except to their legal, or financial advisors, or experts
or consultants retained by a party for the purpose of this arbitration, or as required
by law including, for example, the Claimant’s obligation to make disclosures under
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applicable securities law. The Parties also agree that they will use best efforts to
ensure that they have effective procedures in place to ensure that information
disclosed in the Arbitration is not disclosed or revealed contrary to the provisions of
this Article. Each Party agrees-to be responsible for any ‘breach by its officers,
directors, employees, agents, servants, administrators, successors, members,
subsidiaries, affiliates, insurers, and assigns of the terms and conditions of this
Article. Notwithstanding the foregoing, the OPA and the Province of Ontario are
entitled to share confidential information for the purpose of defending the Claim.

ARTICLE 9
MISCELLANEOUS

Section 9.1 Amendment

This Arbitration Agreement may be amended, modified or supplemented
only by a written agreement signed by the Parties.

Section 9.2 Governing Law

This Arbitration Agreement shall be governed by, interpreted and enforced in
accordance with the laws of the Province of Ontario.

Section 9.3 Binding the Crown

The Respondent Her Majesty the Queen in Right of Ontario, shall be bound
by this agreement.

Section 9.4 Extended Meanings

In this Agreement words importing the singular number include the plural
and vice versa, words importing any gender include all genders and words
importing persons include individuals, corporations, limited and unlimited liability
companies, general and limited partnerships, associations, trusts, unincorporated
organizations, joint ventures and governmental authorities. The terms “include”,
. "includes” and “including” are not limiting and shall be deemed to be followed by
the phrase “without limitation”.

Section 9.5 Statutory References

In this Agreement, unless something in the subject matter or context is
inconsistent therewith or unless otherwise herein provided, a reference to any
statute is to that statute as now enacted or as the same may from time to time be
amended, re-enacted or replaced and includes any regulation made thereunder.

Section 9.6 Counterparts

This Agreement may be executed in any number of counterparts, each of
which will be deemed to be an original and all of which taken together will be
deemed to constitute one and the same instrument. .
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Section 9.7 Electronic Execution

Delivery of an executed signature page to this Agreement by any party by
electronic transmission will be as effective as delivery of a manually executed copy

of the Agreement by such party.

Section 9.8 Counsel

The Parties acknowledge and agree that the following shall be the counsel of

record for this Arbitration.

Counsel for the Claimant,
TransCanada Energy Ltd.

Thornton Grout Finnigan LLP
3200 ~ 100 Wellington Street West
CP Tower, TD Centre

~Toronto, ON M5K 1K7

Michael E. Barrack
Tel: (416) 304-1616
Email: mbarrack@tgf.ca

John L. Finnigan

Tel: (416) 304-1616
Fax: (416) 304-1313
Email: jfinnican@tef.ca

Counsel for the Respbndent,
The Ontario Power Authority

Oslers, Hoskin & Harcourt LLP
- Box 50, 1 First Canadian Place
Toronto, ON M5X 1B8

Paut A, Ivanoff

Tel: (416) 862-4223

Fax: (416) 862-6666

Email: pivanoff@osler.com

/

Counsel for the Respondent,

Her Majesty The Queen in Right of

Ontario

Ministry of the Attorney General
Crown Law Office -Civil
McMurtry - Scott Building

720 Bay Street, 11th

Toronto, ON

M7A 259

John Kelly
Tel:  (416) 601-7887
.Email: john kelly@ontario.ca

Eunice Machado

Tel:  (416)601-7562

Fax: (416) 868-0673

Email: eunice.machado@ontario.ca
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Section 9.2 Notices
All documents, records, notices and communications relating to the
Arbitration shall be served on the Parties’ counsel of record.

DATED this 5% day of August, 2011,
TRANSCANADA ENERGY LTD.

By:
Title

By Y “Tepey RenneTr
T.iﬂe V\‘ge - PP-?S:JM"F ‘ %n..uerl ga_c!-.gw\ érmu‘i-"\

HER MAJESTY THE QUEEN IN RIGHT OF
ONTARIO

By: -David Lindsay
Title Deputy Minister of Energy

ONTARIO POWER AUTHORITY

By:
Title
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Sectiori 9:9 Notices .
_ All documents, records, notices and commiunications relating to the
Arbitration shall be served.on the Parfies’ coumsel of record.

DATED this 5% day of August, 2011

TRANSCANA

BY:  furiciarm O, TAVGRZ
Tile Smype VIEE-Pest DavT, EPSTERNM POIER.

By
Title

HER MAJESTY THE QUEEN IN RIGHT OF
ONTARIOQ

By: David Lindsay
Title Deputy Minister of Energy

ONTARIO POWER AUTHORITY

By:
Title

L]
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Secticn 5.9  Notices
All docwments, records, molices and communications relating io the
Axbitration ahall be sexved on the Parties’ counsel of zecoxd.

'DATED tnis day of /2011,
TRANSCANADA ENERGY LTD.

Tide
HER MAJESTY THE QUEEN IN RIGHT OF

ONTARIO | g ) \

By:  DavidLindssy
Tle Deputy Minfster of Enargy

ONTARIO POWER AUTHORITY

By Ci?hY\ /?Sr;:é.@rs-e#\

Ttle Owieb Shective Oitcer
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SCHEDULE “A”
CONFHIDENTIALITY AGREEMENT

THIS CONFIDENTIALITY AGREEMENT sets forth the terms pursuant to which
» will provide or receive certain confidential information during the course of
participating at the Arbitration Hearing between the Claimant, TransCanada Energy
Ltd., and the Respondents, Her Majesty the Queen in Right of Ontario and the
Ontario Power Authority,

The information that will be disclosed is considered to be proprietary and
confidential information (”Confidential Information”). For the purpose of this
Agreement the party disclosing Confidential Information is referred to as the
“Disclosing Party”, the party receiving such Confidential Information is referred to

as the “"Receiving Party”.

The Receiving Party agrees that he/she has been made aware of the confidentiality
terms in Article 8 of the Arbitration Agreement dated August ,2011 and agrees to
maintain in strict confidence all Confidential Information disclosed by the
Disclosing Party. The Receiving Party shall not disclose and shall prevent disclosure
of Confidential Information to any third party without the express written
permission of the Disclosing Party and shall not use Confidential Information for
-any commercial use, except for the purpose consistent with giving evidence at the
Arbitration Hearing, In the event the Receiving Party is required by judicial or
administrative process to disclose Confidential Information, the Receiving Party will
promptly notify the Disclosing Party and permit adequate time to oppose such
process.

The obligation of confidentiality and restricted use imposed herein shall not apply to
Confidential Information that:

1. is known to the public or the Receiving Party prior to disclosure;

2. becomes known to the public through no breach of this Agreement by
the Receiving Party;

3. is disclosed to the Receiving Party by a third party having a legal right
to make such disclosure; or

4. is developed: independently of the Confidential Information by the
Receiving Party.

15



The Receiving Party agrees that the Confidential Information disclosed by the
Disclosing Party will be used solely for the purposes consistent with the Arbitration
Agreement and participation at the Arbitration Hearing or providing evidence
during the course of the Arbitration Hearing. The Receiving Party will restrict
transmission of such Confidential Information to those advisors and representatives
who need to know the Confidential Information, for the purposes of the Agreement
it is being agreed by the Receiving Party that such advisors and representatives are
or will be placed under similar written obligations of confidentiality and restricted
use as are contained in this Agreement and in the Arbitration Agreement.

It is understood that unauthorized disclosure or use by the Receiving Party hereto of
Confidential Information may cause irreparable harm to the Disclosing Party and
result in significant commercial damages, which may not adequately compensate for
the breach. In addition to any remedies that may be available at law, in equity or
otherwise, the Receiving Party agrees that the Disclosing Party shall be entitled to
obtain injunctive relief enjoining the Receiving Party from engaging in any of the
activities or practices which may constitute a breach or threatened breach of this
Agreement, without the necessity of proving actual damages.

Upon written request by the Disclosing Party, the Receiving Party shall promptly
return to the Disclosing Party all materials furnished by the Disclosing Party
pursuant to this Agreement. The Receiving Party will not retain samples, copies,
extracts, electronic data storage, or other reproduction in whole or in part of such
materials. All documents, memoranda, notes and other writing based on such
Confidential Information shall be destroyed.

Notwithstanding anything to the contrary in this Agreement, the Receiving Party
acknowledges that this Agreement, the Confidential Information, and any other
document or agreement provided or entered into in connection with the Arbitration
Agreement or Arbitration Hearing, or any part thereof or any information therein,
may be required to be released pursuant to the provisions of the Freedom of
Information and Protection of Privacy Act, R.8.0. 1990, c. E.31, as amended.

This Agreement shall be governed by and construed and interpreted in accordance
with the laws of the Province of Ontario and the laws of Canada applicable therein.

AGREED TO as of the » day of &

Witness (Name)
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SCHEDULE “B”

FULL AND FINAL RELEASE

WHEREAS TRANSCANADA. ENERGY LTD. (“TCE"} and HER
MAJESTY THE QUEEN IN RIGHT OF ONTARIO AND THE ONTARIO POWER
AUTHORITY (the “Respondents”) have agreed to settle all matters outstanding between
them in respect of and arising from the Southwest GTA Clean Energy Supply Contract
dated as of October 9, 2009 (“CES Contract”) the letter dated October 7, 2010 by which the
Ontario Power Authority (the “OPA”) terminated the CES Contract and acknowledged
that TCE was entitled to its reasonable damages (the “October 7 Lette;”) and TCE's claim
that is the subject of a Notice given by it dated April 27, 2011 pursuant to section 7 of the
Proceedings Against the Crown Act (the “Claim”);

IN CONSIDERATION of the payment of the settlement amount agreed by
the parties for all claims arising out of and in relation to the CES Contract, the October 7

. . A T B IO e i e B et T
Letter and the Claim [as set out in the [InSert title of; dociment setiing, oak. settiemen

terms/arbitation: award] | (the ‘Arbitration”) and/or in consideration of the payment of

Xt

the Final Award made in the arbitration proceedings between TCE and the Respondents
pursuant to an Arbitration Agreement dated », and the payment by the Respondents to
TCE of the sum of $5.00 {five dollai‘s) and for other good and valuable consideration, the
receipt and sufficiency of which is hereby acknowledged by the undersigned, TCE, its
directors, officers, employees, agents, servants, administrators, successors, shareholders,

members, subsidiaries, affiliates, insurers, assigns and related parties from time to time

(collectively, the “Releasor”);

THE RELEASOR HEREBY RELEASES, ACQUITS, AND FOREVER
DISCHARGES WITHOUT QUALIFICATION the Respondents and their respective
directors, officers, employees, agents, successors, subsidiaries, affiliates, insurers and
assigns {the “Reieasees”) from all manner of actions, causes of action, suits, proceedings,
'debts, "dues, accounts, obligations, bonds, covenants, duties, contracts, complajnts, claims
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and demands for damages, monies, losses, indemnities, costs, interests in loss, or injuries
howsoever arising which hereto may have been or may hereafter be sustained by the
Releasor arising out of, in relation to or in connection with the CES Contract, the October 7
Letter, the Claim or the Arbitration and from any and all actions, causes of action, claims or
demands of whatsoever nature, whether in contract or in tort or arising as a fiduciary duty
or by virtue of any statute or otherwise or by reason of any damage, loss or injury'arising
out of the matters set forth above and, without limiting the generality of the foregoing,
from any and all matters that were raised or could have been raised in réspect to or arising
out of the CES Contract, the October 7 Letter or the Claim. Notwithstanding the foregoing,
nothing in this Release will limit, restrict or alter the obligations of the Respondents to
comply with the terms of any settlement agreemeﬁt with the Releasor or to comply with
any Final Award made by the Arbitrator in favour of the Releasor pursuant to the

Arbitration,

IT IS UNDERSTOOD AND AGREED that this Full and Final Release is
intended to cover, and does cover: (a) not only all known injuries, losses and damages, in
respect of and arising from the CES Contract, the October 7 Letter and the Claim, but also
injuries, losses and damages not now known or anticipated but which may later develop or
be discovered, including all the effects and consequences thereof, and (b) any and all of the
claims or causes of action that could have been made at the Arbitration by the Releasor
against the Releasees, in respect of and arising from the CES Contract, the October 7 Letter
or the Claim, and that this Full and Final Release is to be construed liberally as against the

Releasor to fulfill the said intention.

AND FOR THE SAID CONSIDERATION it is agreed and understood
that, the Releasor will not make any claim in respect of and arising from the CES Contract,
the October 7 Letter or the Claim or take any proceedings, or continue any proceedings
against any other person or corporation who might claim, in any manner or forum,
contribution or indemnity in common law or in equity, or under the provisions of any

statute or regulation, from any other party discharged by this Full and Final Release.
18



IT IS UNDERSTOOD AND-AGREED that this Full and Final Release shall
operate c_onclusivély as an estoppel in the event of any claim, action, complaint or
proceeding which might be brought in the future by the Releasor with respect to the
matters covered by this Full and Final Release and arising from the CES Contract, the
October 7 Letter, or the Claim and the Arbitration. This Full and Final Release may be
pleaded in the event any such claim, action, complaint or proceeding is brought, as a
complete defence and repljr, and may be relied upon in any proceeding to dismiss the
claim, action, complaint or proceeding on a summary basis and no objection will be raised
by any party in any subsequent action that the other parties in the subsequent action were

not privy to the formation of this Full and Final Release.

AND FOR THE SAID CONSIDERATION the Releasor represents and
warrants that it has not assigned to any person, firm, or corporation any of the actions,
causes of action, claims, debts, suits or demands of any nature or kind arising from the CES

Contract, the October 7 Letter or the Claim which it has released by this Full and Final
Release.

IT 1S FURTHER UNDERSTOOD AND AGREED that neither the Releasor
nor the Releasees admits liability or obligation of any kind whatsoever in respect of the
CES Contract, the October 7 Letter or the Claim.

IT IS FURTHER UNDERSTOOD AND AGREED that the facts and terms
of this Full and Final Release and the settlement underlying it will be held in confidence
and will receive no publication either oral or in writing, directly or indirectly, unless
deemed essential on auditor’s or accountants’” written advice for financial statements or
income tax purposes, or for the purpose of any judicial proceeding, in which event the fact
the settlement is made without admissioﬁ of liability will receive the same publication
simultaneously or as may be required by law, including without limitation, the disclosure

requirements of applicable securities law.
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IT 1S FURTHER UNDERSTOOD AND AGREED that this Full and Final
Release shall be binding upon and enure to the benefit of the successors or assigns as they

case may be, of all the Parties to this Full and Final Release.

IT IS FURTHER UNDERSTOOD AND AGREED that this Full and Final
Release shall be governed by the laws of the Provincie of Ontario and the laws of Canada
applicable therein. TCE attorns to the non-exclusive jurisdiction of the courts of the
Province of Ontario in respect of any dispute arising from or in connection with or in

consequence of this Full and Final Release.

TCE ACKNOWLEDGES AND AGREES that it fully understands the
terms of this Full and Final Release and has delivered same voluntarily, after receiving
independent legal advice, for the purpose of making full and final compromise and
settlement of the claims and demands which are the subject of this Full and Final Release.

DATED this day of , 2011.

TRANSCANADA ENERGY LTD.

By:
Title

Title
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Aleksandar Kojic

Frorh: -Deborah Langelaan

Sent: October 4, 2011 11:32 AM
To: ‘Ron Clark'’

Cc: Michael Killeavy

Subject: FW: OGS L/C

Ron;

TCE has asked the OPA to return the L/C they issued for the OGS contract. You will see in the thread of e-mails below
" the OPA has concluded that TCE’s security should be returned to them. Would you please review the attached letter
and let me know if you’re okay with the language?

Thanks,
Deb

Deborah Langelaan | Manager, Natural Gas Projects | OPA |
Suite 1600 - 120 Adelaide St. W. | Toronto, ON MSH 1T1 |
T:416.969.6052 | F: 416.967.1947| deborah.langelaan@powerauthority.on.ca |

From: JoAnne Butler

Sent: September 28, 2011 4:56 PM

To: Michael Killeavy; Michael Lyle; Deborah Langelaan
Subject: Re: OGS L/C

Ok...please proceed as discussed..

JCB

From: Michael Killeavy

Sent: Wednesday, September 28, 2011 04:46 PM
To: Michael Lyle; JoAnne Butler; Deborah Langelaan
Subject: Re: OGS L/C

Thank you.

Deb, JoAnne | think we have to return the security. We have conceded the termination point in the arbitration
agreement we entered into. | had forgotten about the recital Mike mentions. | apologize for the confusion on this.

Michael Kitleavy, LL.B., MBA, P.Eng.
Director, Contract Management
Ontaric Power Authority

120 Adelaide St. West, Suite 1600
Toronto, Ontario, M5H 1T1
416-969-6288 {office)

416-969-6071 (fax)

416-520-9788 (cell)
Michael.killeavy@powerauthority.on.ca



From: Michael Lyle

Sent: Wednesday, September 28, 2011 04:43 PM

To: Michael Killeavy; JoAnne Butler; Deborah Langelaan
Subject: RE: OGS L/C

Yes

Michael Lyle

General Counsel and Vice President
Legal, Abariginal & Regulatory Affairs
Ontario Power Authority

120 Adelaide Street West, Suite 1600
Toronto, Ontario, MSH 1T1

Direct: 416-969-6035

Fax: 416.969.6383

Email: michael.lyle@powerauthority.on.ca

This e-mail message and any files fransmitted with it are intended only for the named recipient(s) above and may contain information that is privileged, confidential
andfor exempt from disclosure under applicable law. If you are not the intended recnpient(s) any dissemination, distribution or copying of this e-mail message or
any files transmitied with it is strictly prohibited. If you have received this message in error, or are not the named recipieni(s), please nofify the sender immediately
and deleie this e-mail message

From: Michael Killeavy

Sent: September 28, 2011 4:40 PM

To: Michael Lyle; JoAnne Butler; Deborah Langelaan
Subject: Re; OGS L/C

Then | don't think we have a right to hold security on a contract that's been terminated. Would you agree?

Michael Killeavy, LL.B., MBA, P.Eng.
Director, Contract Managemeni
Ontario Power Authority

120 Adelaide St. West, Suite 1600
Toronto, Ontario, M5H 1T1
416-969-6288 (office)

416-969-6071 {fax)

416-520-9738 (cell)

Michael killeavy @ powerauthority.on.ca

From: Michael Lyle

Sent: Wednesday, September 28, 2011 04:36 PM

To: Michael Killeavy; JoAnne Butler; Deborah Langelaan
Subject: RE: OGS L/C

Yes.



Michael Lyle

General Counsel and Vice President
Legal, Aboriginal & Regulatory Affairs
Ontario Power Authority _

120 Adelaide Street West, Suite 1600
Toronto, Ontario, M5H 1T1

Direct; 416-969-6035

Fax: 416.969.6383

Email: michael.lyle@powerauthority.on.ca

This e-mail message and any files transmitted with it are intended only for the named recipient(s) above and may contain information that is privieged, confidential
andfor exempt from disclasure under applicable law. If you are not the intended recipient(s), any dissemination, distribution or copying of this e-maif message or .
any files transmitted with it is strictly prohibited. If you have received this message in error, or are not the named recipleni(s), please notify the sender inmediately
and delete this e-mail message

From: Michael Killeavy

Sent: September 28, 2011 4:32 PM

To: Michael Lyle; JoAnne Butler; Deborah Langelaan
Subject: Re: OGS L/C ' :

I had forgotten about that. Does the agreement state that the parties represent that the recitals are true and correct?

Michael Killeavy, LL.B., MBA, P.Eng.
Director, Contract Management
Ontario Power Authority

120 Adelaide St. West, Suite 1600
Toronto, Ontario, M5H 1T1
416-969-6288 (office)

416-969-6071 (fax)

416-520-9788 {cell)
Michael.killeavy@powerauthority.on.ca

From: Michael Lyle

Sent: Wednesday, September 28, 2011 04:25 PM

To: JoAnne Butler; Michael Killeavy; Deborah Langelaan
Subject: RE: OGS L/C

Keep tn mind that in the recitals to the arbitration agreement it states that OPA terminated the CES Contract by letter
dated October 7, 2010. '

Michael Lyle

General Counsel and Vice President
Legal, Aboriginal & Regulatory Affairs
Ontario Power Authority

120 Adelzide Street West, Suite 1600
Toronto, Ontario, M5H 1T1

Direct: 416-969-6035

Fax; 416.969.6383

Email: michael.lyle@powerauthority.on.ca



This e-mail message and any files transmitted with it are intended only for the named recipient(s) above and may contain information that is privileged, confidential
and/or exempt from disclosure under applicable law. {f you are not the intended recipient(s), any dissemination, distribution or copying of this e-mail message or
any files transmitted with it is strictly prohibited. If you have received this message in emor, or are not the named recipient(s), please notify the sender immediately
and delete this e-mail message

From: JoAnne Butler _

Sent: September 28, 2011 3:56 PM

To: Michael Killeavy; Deborah Langelaan

Cc: Michael Lyle

Subject: Re: OGS L/C

No comments. | agree with your position.

JCB

From: Michael Killeavy

Sent: Wednesday, September 28, 2011 09:02 AM
To: Deborah Langelaan

Cc: Michael Lyle; JoAnne Butler

Subject: Re: OGS L/C

Deb,
We need to tread carefully here. | agree with Osler's comments, which are reflective of our position all along.

We have not repudiated the contract. We have entered into settlement discussions with TCE to terminate the contract.
The contract subsists. The security is still required. '

Mike and JoAnne, do you have any comments on this?

Michael

Michael Killeavy, LL.B., MBA, P.Eng.
Director, Contract Management
Ontario Power Authority

120 Adelaide St. West, Suite 1600
Toronto, Ontario, M5H 171
416-969-6288 (office)

416-969-6071 (fax)

416-520-9788 (cell)
Michael.killeavy@powerauthority.on.ca

From: Deborah Langelaan .
Sent; Wednesday, September 28, 2011 08:51 AM
To: Michael Killeavy

Subject: FW: OGS L/C

Michael;



John Mikkelsen left me a v/m yesterday wanting to discuss TCE’s L/C and a couple of options they have come up with.
Before | return his call | wanted to give you the heads up and see if the OPA’s position remains the same as it was in
March.

Deb

Deborah Langelaan | Manager, Natural Gas ProjectlePA |
Suite 1600 - 120 Adelaide St. W. | Toronto, ON MB5H 171 |
T:416.969.6052 | F: 416.967.1947| deborah.langelaan@powerauthority.on.ca |

* From: Smith, Elliot [mailto:ESmith@osler.com]

Sent: March 24, 2011 11:40 AM

To: Deborah Langelaan; Michael Killeavy; Susan Kennedy
Cc: JoAnne Butler; Sebastiano, Rocco

Subject: RE: OGS L/C

Deb,
We certainly understand the OPA’s desire to mitigate the costs associated with the termination of the OGS

contract, but we do have some concems with returning the L.C. In particular, returning the LC would be a fact
that could be admissible in potential litigation and may support TCE’s allegation that the contract has been
repudiated. Conversely, the fact that they have not requested the return of the LC could support the OPA’s

position that we are negotiating a mutual termination.

At this time, we would suggest waiting until after we meet with TCE and gauge their reaction to our proposal,
when we’ll have a better idea of where things stand. If the process is moving forward productively then there
may be an opportunity to mitigate the LC costs as well as some of the interest costs.

Elliot
[

Elliot Smith
Associate

416.862.6435 DIRECT
416.862.6666 FACSIMILE
esmith@osler.com

Osler, Hoskin & Harcourt LLP
Box 50, 1 First Canadian Place
Toronto, Ontario, Canada M5X 1B8

I

From: Deborah Langelaan [mailto:Deborah.Langelaan@powerauthority.on.ca]
Sent: Wednesday, March 23, 2011 10:21 AM

To: Smith, Elliot; Michael Killeavy; Susan Kennedy

Cc: JoAnne Butler; Sebastiano, Rocco ‘

Subject: OGS L/C

**Privileged & Confidential***

TCE has provided the OPA with an L/C in the amount of $30 million for their Completioﬁ and Performance
Security under the OGS Contract. TCE's cost to maintain the L/C is approximately $25,000/month and they have
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rolled this monthly cost into their OGS Sunk Costs. Given the circumstances, is TCE still obligated to provide the
OPA with this security? )

Deb

Deborah Langelaan | Manager, Natural Gas Projects| OPA |
Suite 1600 - 120 Adelaide 5t. W. | Toronto, ON M5H 1T1 |

T:416.969.6052 | F: 416.967.1947| deborah.langelaan@powerauthority.on.ca |

This e-mail message is privileged, confidential and subject to
copyright. Any unauthorized use or disclosure is prohibited.

Le contenu du présent courriel est privilégié, confidentiel et
soumis & des droits d'auteur. Il est interdit de l'utiliser ou
de le divulguer sans autorisation.




Aleksandar Kojic

From:; Ron Clark [relark@aird berlis.com]' '

‘Sent: October 5, 2011 5:27 PM
To: : Deborah Langelaan

Cc: - Michael Killeavy
Subject: RE: OGS L/IC

The letter looks fine to me.

Ron

From: Deborah Langelaan [mailto:Deborah.Langelaan@powerauthority.on.ca]
Sent: October 4, 2011 11:32 AM

_ To: Ron Clark

Cc: Michael Killeavy

Subject: FW: OGS L/C

Ron;

TCE has asked the OPA to return the L/C they issued for the OGS contract. You will see in the thread of e-mails below
the OPA has concluded that TCE’s security should be returned to them. Would you please review the attached letter-
and let me know if you're okay with the language?

Thanks,
Deb

Deborah Langelaan | Manager, Natural Gas Projects| OPA |
Suite 1600 - 120 Adelaide St. W. | Toronto, ON M5H 1T1 |
T: 416.969.6052 | F: 416.967.1947 | deborah.langelaan@powerautharity.on.ca |

From: JoAnne Butler

Sent: September 28, 2011 4:56 FM

To: Michael Killeavy; Michael Lyle; Deborah Langelaan
Subject: Re: OGS L/C

Ok...please proceed as discussed..

JCB

From: Michae! Killeavy

Sent: Wednesday, September 28, 2011 04:46 PM
To: Michael Lyle; JoAnne Butler; Deborah Langelaan
Subject: Re: OGS L/C

Thank you.

Deb, JoAnne | think we have to return the security. We have conceded the termination point in the arbitration
agreement we entered into. | had forgotten about the recital Mike mentions. | apologize for the confusion on this.

Michae! Killeavy, LL.B., MBA, P.Eng.



Director, Contract Management
Ontario Power Authority

120 Adelaide St. West, Suite 1600
Toronto, Ontario, M5H 1T1
416-969-6288 (office)

416-969-6071 (fax)

416-520-9788 (cell)
Michael.killeavy@powerauthority.on.ca

From: Michael Lyle

Sent: Wednesday, September 28, 2011 04:43 PM

To: Michael Killeavy; JoAnne Butler; Deborah Langelaan
Subject: RE: OGS L/C

Yes

Michael Lyle

General Counse! and Vice President
Legal, Aboriginal & Regulafory Affairs
Ontario Power Authority

120 Adelaide Street West, Suite 1600
Toronto, Ontario, M5H 1T1

Direct: 416-969-6035

Fax: 416.969.6383

Email: michael.lvle@powerauthority.on.ca

This e-mail message and any files transmitted with it are intended only for the named recipient{s) above and may contain information that is privileged, confidential
and/or exempf from disclosure under applicable law. If you are not the intended recipient(s), any dissemination, distribution or copying of this e-mail message aor
any files transmitted with it is strictly prohibited. i you have received this message in error, or are not the named recipient(s}, please nofify the sender immediately
and delete this e-tnail message

from: Michael Killeavy

Sent: September 28, 2011 4:40 PM

To: Michael Lyle; JoAnne Butler; Deborah Langelaan
Subject: Re: OGS L/C

Then | don't think we have a right to hold security on a contract that’s been terminated. Would you agree?

Michael Killeavy, LL.B., MBA, P.Eng.
Director, Contract Management
Ontario Power Authority

120 Adelaide St. West, Suite 1600
Toronto, Ontario, M5H 1T1
416-969-6288 (office)

416-969-6071 (fax)

416-520-9788 (cell)
Michael.killeavy@powerauthority.on.ca



From: Michael Lyle

Sent: Wednesday, September 28, 2011 04:36 PM

To: Michael Killeavy; JoAnne Butler; Deborah Langelaan
Subject: RE: OGS L/C -

Yes.

Michael Lyle

General Counsel and Vice President
Legal, Aboriginal & Reguiatory Affairs
Ontario Power Authority

120 Adelaide Street West, Suite 1600
Toronto, Ontario, M5SH 1T1

Direct: 416-969-6035

Fax: 416.969.6383

Email: michael.lyle@powerauthority.on.ca

This e-mail message and any files fransmitted with it are intended only for the named recipient(s) above and may contain information that is privileged, confidential
and/ar exempt from disclosure under applicable law. ¥ you are not the intended recipient(s), any dissemination, distribution or copying of this e-mail message or
any files transmitted with it is strictly prohibited. If yau have received this message in.error, or are not the named recipient(s), please notify the sender immediately
and delete this e-mail message

From: Michael Killeavy

Sent: September 28, 2011 4:32 PM

To: Michael Lyle; JoAnne Butler; Deborah Langelaan
Subject: Re: OGS L/C

| had forgotten about that. Does the agreement state that the parties represent that the recitals are true and correct?

Michael Killeavy, LL..B., MBA, P.Eng.
Director, Contract Management
Ontario Power Authority

‘120 Adelaide St. West, Suite 1600
Teronto, Ontario, M5H 1T1
416-969-6288 (office)

416-969-6071 {fax)

416-520-9788 {cell)
Michael.killeavy@powerauthority.on.ca

From: Michael Lyle

Sent: Wednesday, September 28, 2011 04:25 PM

To: JoAnne Butler; Michael Killeavy; Deborah Langelaan
Subject: RE: OGS L/C

Keep in mind that in the recitals to the arbitration agreement it states that OPA terminated the CES Contract by letter
dated October 7, 2010.



Michael Lyle .
General Counsel and Vice President
Legal, Aboriginal & Regulatory Affairs
Ontario Power Authority

120 Adelaide Street West, Suite 1600
Toronto, Ontario, MSH 1T1

Direct: 416-869-6035

Fax: 416.969.6383

Email: michaeiliyle@gowerauthorit_\[.on.ca

1

This e-mail message and any files transmitted with it are intended only for the named recipient(s) above and may contain information that is privileged, confidential
and/or exempt from disclosure under applicable law. If you are not the intended recipiert(s), any dissermination, distribution or copying of this e-mail message or
any files transmitted with it is strictly prohibited. If you have received this message in error, or are not the named recipient(s), please notify the sender immediately
and delefe this e-mail message

From: JoAnne Butler

Sent: September 28, 2011 3:56 PM

To: Michael Killeavy; Deborah Langelaan

Cc: Michael Lyle

Subject: Re: OGS 1./C

No comments. | agree with your position.

ICB

From: Michae! Killeavy

Sent: Wednesday, September'28, 2011 09:02 AM
To: Deborah Langelaan

Cc: Michael Lyle; JoAnne Butler

Subject: Re: OGS L/C

Deb,
We need to tread carefully here. | agree with Osler's comments, which are reflective of ocur position all along.

We have not repudiated the contract. We have entered into settlement discussions with TCE to terminate the contract.
The contract subsists. The security is still required.

Mike and JoAnne, do you have any comments on this?

Michael

Michael Killeavy, LL.B., MBA, P.Eng.
Director, Contract Management
Ontario Power Authority
120 Adelaide St. West, Suite 1600
Toronto, Ontario, M5H 1T1
416-969-6288 (office)
. 416-969-6071 (fax)

416-520-9788 (cell)



Michael.kileavy@powerauthority.on.ca

From: Deborah Langelaan

Sent: Wednesday, September 28, 2011 08:51 AM
To: Michael Killeavy :
Subject: FW: OGS L/C

Michael;

John Mikkelsen left me a v/ yesterday wanting to discuss TCE's L/C and a couple of options they have come up with.
Before | return his call | wanted to give you the heads up and see if the OPA’s position remains the same as it was in

March.
Deb

Deborah Langelaan | Manager, Natural Gas Projects|OPA |
Suite 1600 - 120 Adelaide 5t. W. | Toronto, ON M5H 171 |
T:416.869.6052 | F: 416.967.1947 | deborah.langelaan@powerauthority.on.ca |

From: Smith, Elliot fmailto:ESmith@osler.com]

Sent: March 24, 2011 11:40 AM

To: Deborah Langelaan; Michael Killeavy; Susan Kennedy
Cc: JoAnne Butler; Sebastiano, Rocco

Subject: RE: OGS L/C

Deb,
We certainly understand the OPA’s desire to mitigate the costs associated with the termination of the OGS

contract, but we do have some concerns with returning the LC. In particular, returning the LC would be a fact
that could be admissible in potential litigation and may support TCE’s allegation that the contract has been
repudiated. Conversely, the fact that they have not requested the return of the LC could support the OPA’s
position that we are negotiating a mutual terminatios.

At this time, we would suggest waiting until after we meet with TCE and gauge their reaction to our proposal,
when we’ll have a better idea of where things stand. If the process is moving forward productively then there
may be an opportunity to mitigate the LC costs as well as some of the interest costs.

Elliot

[x]

Elliot Smith
Associate

416.862.6435 DIRECT
416.862.6666 FACSIMILE
esmith@osler.com

Osler, Hoskin & Harcourt LLP
Box 50, 1 First Canadian Place
Toronto, Ontario, Canada M5X 1B8




From: Deborah Langelaan [mailto:Deborah.Langelaan@powerauthority.on.ca]
Sent: Wednesday, March 23, 2011 10:21 AM

To: Smith, Elliot; Michae! Killeavy; Susan Kennedy

Cc: JoAnne Butler; Sebastiano, Rocco

Subject: OGS L/C

***Privileged & Confidential**

TCE has provided the OPA with an L/C in the amount of $30 million for their Completion and Performance
Security under the OGS Contract. TCE's cost to maintain the L/C is approximately $25,000/month and they have
rolled this monthly cost into their OGS Sunk Costs. Given the circumstances, is TCE still obligated to provide the
OPA with this security?

Deb

Deborah Langelaan | Manager, Natural Gas Projects|OPA |
Suite 1600 - 120 Adelaide St. W. | Toronto, ON M5H 1T1 |

T:416.969.6052 | F: 416.967.1947} deborah.langelaan@gowerauthority.on.ca

This e-mail message is privileged, confidential and subject to
copyright. Any unauthorized use or disclosure is prohibited.

Le contenu du présent courrie! est privilégié, confidentiel et
soumis a des droits d'auteur. i est interdit de Futiliser ou
de le divuiguer sans autorisation.

This e-mail message and any files transmitted with it are intended only for the named recipient{s) above and may contain information that is
privileged, confidential and/or exempt from disclosure under applicable law, If you are not the intended recipient(s), any dissemination,
distribution or copying of this e-mail message or any files transmitted with it is strictly prohibited. If you have received this message in error,
or are not the named recipient(s), please notify the sender immediately and delete this e-mail message.




Aleksandar Kojic

From: Iv.anoff, Paul [Plvanoff@osler.com]

Sent: October 27, 2011 6:37 PM

To: Michael Lyle; Sebastiano, Rocco
Cc: Michael Killeavy '
Subject: ‘ Re: Greenfield South

Mike,

| suggest that a litigation hold memo be circulated within the OPA to preserve documents relating to the project etc.
(similar to what was prepared for TCE/SWGTA). Let me know if you want me to prepare it for Greenfield South.
Paul

From: Michael Lyle [mailto:Michael.Lyle@powerauthority.on.ca]
Sent: Thursday, October 27, 2011 06:18 PM

To: Sebastiano, Rocco; Ivanoff, Paul
Cc: Michael Killeavy <Mi Killea owerauthority.on.ca>
Subject: Greenfield South

We have been working under the view that all required regulatory approvals for the plant are in place. However, as a
matter of due diligence we think it would be appropriate to review the full range of necessary approvals to ensure that
something has not been missed. This would include approvals and processes for any supporting infrastructure including
gas, tx connection, municipal waste and water etc. | would be happy to discuss this with you further.

Privileged and Confidential — Prepared in Contemplation of Litigation

Michae! Lyle

General Counsel and Vice President
Legal, Aboriginal & Regulatory Affairs
Ontario Power Authority

120 Adelzide Street West, Suite 1600
Toronto, Ontario, M5H 1T1

Direct: 416-969-6035

Fax: 416.969.6383

Email: michael.lyle@powerauthority.on.ca

This e-mail message and any files transmitted with it are intended only for the named recipient(s) above and may contain information that is privileged, confidential
and/for exempt from disclosure under applicable law. 1If you are not the intended recipient(s), any dissemination, distribution or copying of this e-mail message or
any files transmitted with it is striclly prohibited. If you have received this message in ermor, or are not the named recipient(s), please notify the sender immediately

and delete this e-mail message
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This e-mall message and any files transmitted with it are intended only for the named recipient(s) above and may contain information that is
privileged, confidential and/or exempt from disclosure under applicable law. If you are not the intended recipient(s), any dissemination,
distribution or copying of this e-mail message or any files transmitted with it is strictly prohibited. If you have received this message in error,
or are not the named recipient(s), please notify the sender immediately and delete this e-mail message.




