
Aleksandar Kojic 

From: 
Sent: 
To: 
Subject: 
Attachments: 

Michael; 

Deborah Langelaan 
November 8, 2010 10:07 AM 
Michael Killeavy 
FW:Letter · 
DOCS-#9768822-v2-L TR_OPA_Oc\_28_10 
_re_ TransCanada_-_ TransCanada_Letterhead.doc 

This is the letter I was referring to earlier. 

Deb 

-----Original Message----
From: JoAnne Butler 
Sent: November 5, 2e1e 2:51 PM 
To: Michael Lyle 
Cc: Deborah Langelaan 
Subject: Fw: Letter 

Comments? Should· arrive Monday afternoon but I can speak with Karl on Monday morning ..• 

JCB 

-----Original Message-----
From: Karl Johannsen <karl johannson@transcanada.com> 
To: JoAnne Butler 
Sent: Fri Nov e5 12:56:e7 2e1e 
Subject: Letter 

Hi JoAnne 

Here is a copy of the letter we are proposing to send Colin on Monday afternoon. As we 
discussed, I just wanted to make sure you saw it and we had an opportunity to discuss any 
concerns you may have before we sent it. 

Please call me if you wish to discuss. 

Regards 

Karl 

This electronic message and any attached documents are intended only for the named 
addressee(s). This communication from TransCanada may contain information that is privileged, 
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confidential or otherwise protected from disclosure and it must not be disclosed, copied, 
forwarded or distributed without authorization. If you have received this message in error, 
please notify the sender immediately and delete the original message. Thank you. 
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November 8, 2010 

Mr. Colin Anderson 
Chief Executive Officer 
Ontario Power Authority 
120 Adelaide Street West, Suite 1600 
Toronto, Ontario M5H 1T1 

Re: Southwest GTA Clean Energy Supply Contract (the "Contract") between TransCanada Energy 
Ltd. and Ontario Power Authority dated October 9, 2009 

As you know, on October 7, 2010, OPA notified Trans Canada Energy Ltd. that it would not proceed 
with the Contract, the effect of which was to repudiate the Contract. OPA also acknowledged that 
TCE was entitled to its reasonable damages, including the financial value of the Contract. In a 
without prejudice letter dated October 8, 2010, TCE acknowledged OPA's October ih letter and 
expressed its willingness to initiate discussions on an efficient and economical wind-up of the 
Contract work. TCE looks forward to continuing to meet and proceeding on the basis of its October 
8,20101etter. 

In the interim, TCE wishes to confirm its acceptance of the OPA's repudiation of the Contract. TCE 
continues to reserve its right to sue the OPA and others for damages should our settlement 
negotiations not proceed satisfactorily. · 

Sincerely, 

TransCanada Energy Ltd. 

Alex Pourbaix 
President, Energy and Oil Pipelines 



Aleksandar Kojic 

From: 
Sent: 
To: 

Michael Killeavy 
November 16, 201 0 3:50 PM 
Dan Slavei; Robert Godhue 

Subject: 
Attachments: 

FW: Ontario Power Authority - Litigation Counsel Request for Submissions .... 
Request For Submissions- Litigation Counsel20 Oct 2010- TCE.pdf 

Importance: High 

As requested ... 

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 (voice) 
416-969-6071 (fax) 
416-520-9788 (cell) 
michael.killeavy@powerauthority.on.ca 

From: Michael Killeavy 
Sent: October 20, 2010 2:28 PM 
To: Michael Killeavy 
Subject: Ontario Power Authority- Litigation Counsel Request for Submissions .... 
Importance: High 

The Ontario Power Authority is seeking litigation counsel to advise it with respect to a matter involving one of its contract 
counterparties. Your firm is invited to respond to the attached Request for Submissions. If you do not intend to respond 
could you kindly notify us? 

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 (voice) 
416-969-6071 (fax) 
416-520-9788 (cell) 
michael.killeavv@powerauthority.on.ca 
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ONTARIO POWER AUTHORITY 

REQUEST FOR SUBMISSIONS 

Legal Services - Litigation Counsel 

CONFIDENTIAL 

Services Required 

The Ontario Power Authority ("OPA') is seeking Ontario counsel to assist it in defending potential action.s 
against it by a contract counterparty, TransCanada Energy Ltd. 

Background 

The OPA was established under the Electricity Act, 1998, S.O. 1998, c.15, Sched. A and began 
operations in January 2005. A non-profit corporation without share capital, the OPA reports to the 
Ontario Legislative Assembly through the Minister of Energy and Infrastructure and is licensed and 
regulated by the Ontario Energy Board. The OPA's mandate is to ensure an adequate, long-term supply 
of electricity for Ontario. Further information regarding OPA, may be found at the following site: 
http://www.powerauthoritv.on.ca/ 

The OPA is currently managing over 16,000 MW of electricity generation contracts, which include large
scale gas-fired generation and hydropower contracts, as well as smaller-scale Feed-in Tariff and 
Renewable Energy Standard Offer Program ("RESOP') contracts. 

Scope of Services and Qualifications 

The retained counsel (the "Litigation Counsel") will be required to provide advice on managing this 
dispute to avoid litigation, or to defend actions to protect the interests of the ratepayer if they are 
commenced against the OPA (the "Services"). 

Counsel must demonstrate an ability to provide strong litigation advice in relation to managing the 
disputes and defending claims made against the OPA, must have a strong working knowledge of the 
electricity sector in Ontario, and electricity generating contracts (both contingent support payment and 
power purchase agreements). Knowledge of the OPA's electricity generation contracts will be considered 
an asset. 

It is imperative that your firm consider and identity the nature of any potential conflict of interest your firm 
might have in providing the requested services to the OPA. 

Given the confidential nature of this matter, please use discretion when completing your conflicts search. 
Discuss fully any conflicts of interest, actual or potential, which might. arise in connection with your firm's 
involvement with the OPA. ' · 

We understand that you may require additional information with respect to the potential litigation matter in 
order to prepare your submission. Additional information is avf!ilable upon your request (together with 
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your confirmation that you have completed conflict searches and not identified any conflicts which would 
preclude you from acting in connection with the matter for which you are seeking additional information). 

Please note that counsel for generation procurements, contract management, and for regulatory hearing 
work is not being retained pursuant to this Request for Submissions. Counsel for generation 
procurements, contract management and regulatory hearing work will be retained if, and as, needed 
pursuant to a separate process. 

Term of Retainer 

The term of the retainer will be for a period of 12 months and will be extended, as needed, upon written 
notice. Retainers will be non-exclusive. The OPA may terminate the retainer at any time, in its sole 
discretion, upon written notice. 

Submission Request 

If you wish to be considered to provide the above-noted services, please submit the following, preferably 
not later than 5:00:00 pm on 25 October 2010: 

A. Description of background and qualifications: 

1. Describe the names of the partners and associates you would expect to assign to the 
Services, describe the expected services to be provided by each lawyer and provide their 
resumes. If your firm has multiple offices and you anticipate drawing on the expertise of 
lawyers not located in Toronto, please identify the jurisdiction in which such lawyers are 
located. Please identify the partner who will be in charge of the retainer for your firm; 

2. Describe your firm's relevant experience, including a brief summary of any notable 
litigations, issues and/or matters or cases handled by your firm which you feel 
demonstrate the nature and extent of your firm's expertise; 

B. Cost: 

If your firm believes that a conflict of interest might arise, please describe how such 
conflict would be resolved. 

1. State the rates at which the services of partners, associates and non-lawyer law clerks, 
paralegals or other paraprofessionals would be provided to the OPA. Include: 

a. For each lawyer whose resume is provided, the rate you propose to charge the OPA. 

b. For each applicable category of billable, non-lawyer personnel including law clerk, 
paralegal or other paraprofessional, the rate you propose to charge the OPA. 

c. A schedule of all out-of-pocket disbursements which you anticipate will result in a 
charge to the OPA and the rate for each. Note that the OPA expects that 
disbursements will be charged at the firm's actual out-of-pocket cost, without mark
up. 

2. In addition, you may propose any alternative fee structure deemed appropriate as a 
supplement to the fees requested above. 
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In setting forth its qualifications, each law firm should provide, in concise but adequate detail, the 
information sought above. Responses should not exceed 20 single-sided pages (including resumes) and 
should be_ prepared on 8 Y. x 11-inch paper using at least 12 point type with margins of no less than one
inch. 

The OPA may follow-up with requests for additional information (for example, references) and may wish 
to interview candidates. 

This request for submissions is a non-binding invitation to submit a response for consideration. This 
request does not create, and should not be construed as creating, any contractual relations or obligations 
between the OPA and any candidate. 

Submissions can be made by email to the email address given below. 

Selection Timing 

The OPA expects to complete its selection process not later than 29 October 2010, however, this timing 
may be subject to change. 

Questions and Submissions 

Questions and submissions should be directed to: 

Michael Killeayy 
Director, Contract Management 
Ontario Power Authority 
120 Adelaide Street West, Suite 1600 
Toronto, Ontario, M5H 1T1 
Direct: 416-969-6288 
Fax: 416-969-6071 
Email: michael.killeavv@powerauthority.on.ca 

Please reference: Legal Services- Litigation Counsel (TransCanada Energy Ltd.) in your submission. 
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Aleksandar Kojic 

From: 
Sent: 
To: 

Michael Killeavy 
November 18, 201 0 6:43 PM 
'RSebastiano@osler.com' 

Cc: Michael Lyle; JoAnne Butler; Deborah Langeiaan 
Subject: Fw: Equipment Supply Contract and related contracts betWeen TransCanada Energy Ltd., 

and MPS Canada, Inc. {the "MPS Contract") 

Importance: High 

Again, as you can see from this email, TCE is jamming us again. I thought we had until the 
end of November. I will need to check the MPS-TCE agreement again. 

We intend to go with a 450MW peaking plant using the Mitsubishi turbines. Deb and I will 
draft a response that we'll run by you tomorrow morning. 

As we have discussed, if we get firm pricing from TCE through MPS and it's acceptable to us I 
don't know that there is much value in this option to extend, since we'd go with the 
turbines. If the pricing isn't reasonable, then we may want to use other GT for the plant, 
and the option to extend would have value. 

Michael 

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 

-----Original Message-----
From: Terry Bennett <terry bennett@transcanada.com> 
To: Deborah Langelaan; JoAnne Butler; Michael Killeavy; Amir Shalaby; Ben Chin 
CC: Chris Breen <chris breen@transcanada.com>; Karl Johannsen 
<karl johannson@transcanada.com>; Terri Steeves <terri steeves@transcanada.com>; ·Terry 
Bennett <terry bennett@transcanada.com>; John Mikkelsen <john mikkelsen@transcanada.com> 
Sent: Thu Nov 18 18:24:53 2010 
Subject: Equipment Supply Contract and related contracts between TransCanada Energy Ltd.; and 
MPS Canada, Inc. (the "MPS Contract") 

Further to our recent meetings and telephone calls, we have advised you that TCE has the 
right to terminate the MPS Contract by notice given on or before November 19, 2010 upon 
payment of a termination payment equal to sa% of the contract price payable under the MPS 
Contract, as per the MPS Letter Agreement sent to you October 29th. 

Under the current terms of the MPS Contract, after November 19, 2010 the termination payment 
under the MPS Contract increases to 60% of such contract price provided that notice of 
termination is given on or before December 21, 2010. As we have discussed, MPS has proposed 
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amending the MPS Contract to reduce the termination payment due for termination after 
November 19 and on or before December 21 to 55%. Termination of the MPS Contract after 
December 21st will trigger a substantial termination payment (75% of the contract price) 
which may be avoided if the OPA and TCE reach an agreement on an alternative project. 

In light of the ongoing discussions regarding a viable alternative project, TCE is of the 
view that it would be imprudent to terminate the MPS Contract at this time. Accordingly, 
unless directed to do otherwise by the OPA before noon EST on November 19, 2010, TCE will not 
terminate the MPS Contract by November 19, 2010 and will accept MPS's proposed amendment. 
TCE trusts that the OPA concurs with this decision. In the event TCE and the OPA do not 
reach agreement on an alternative project, any costs incurred by TCE as a result of the 
termination of the MPS Contract shall form part of any damage claim which TCE will have 
against the OPA for termination of the OGS project. 

Regards, 

Terry 

This electronic message and any attached documents are intended only for the named 
addressee(s). This communication from TransCanada may contain information that is privileged, 
confidential or otherwise protected from disclosure and it must not be disclosed, copied, 
forwarded or distributed without authorization. If you have received this message in error, 
please notify the sender immediately and delete the original message. Thank you. 
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Aleksandar Kojic 

From: 
Sent: 
To: 

Michael Killeavy 
November 19,2010 4:54AM 
'RSebastiano@osler.com' 

Cc: 
Subject: 

Michael Lyle; JoAnne Butler; Deborah Langelaan; 'Pivanoff@osler.com'; 'ESmith@osler.com' 
Re: Equipment Supply Contract and related contracts between TransCanada Energy Ltd., 
and MPS Canada, Inc. (the "MPS Contract") 

Thanks. I didn't think it was such a pressing issue. 

Deb and I'll draft a response this morning for your review and comments. 

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 

-----Original Message-----
From: Sebastiana, Rocco <RSebastiano@osler.com> 
To: Michael Killeavy 
CC: Michael Lyle; JoAnne Butler; Deborah Langelaan; Ivanoff, Paul <Pivanoff@osler.com>; 
Smith, Elliot <ESmith@osler.com> 
Sent: Thu Nov 18 21:39:18 2010 
Subject: Re: Equipment Supply Contract and related contracts between TransCanada Energy Ltd., 
and MPS Canada, Inc. (the "MPS Contract") 

Michael, 

We don't know the terms of the original turbine supply agreement so we cannot comment on 
whether TCE has properly quoted the cancellation fees. However, we can tell you that their 
interpretation of the letter agreement of October 29th is not correct. That letter agreement 
does·not have a November 19 deadline to further extend as Terry suggests in his email. As I 
indicated in my email of yesterday, we have four options and the option we recommended was to 
request TCE to ask MPS to agree to a one month extension of the suspension to the end of 
December with the understanding that they provide TCE with a firm price for the fast start 
turbine conversion by sometime in early or mid-December. 

Regards, Rocco 

From: Michael Killeavy [mailto:Michael.Killeavy@powerauthority.on.ca] 
Sent: Thursday, November 18, 2010 06:42 PM 
To: Sebastiana, Rocco 
Cc: Michael Lyle <Michael.Lyle@powerauthority.on.ca>; JoAnne Butler 
<joanne.butler@powerauthority.on.ca>; Deborah Langelaan 
<Deborah.Langelaan@powerauthority.on.ca> 
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Subject: Fw: Equipment Supply Contract and related contracts between TransCanada Energy Ltd., 
and MPS Canada, Inc. (the "MPS Contract") 

Again, as you can see from this email, TCE is jamming us again. I thought we had until the 
end of November. I will need to check the MPS-TCE agreement again. 

We intend to go with a 450MW peaking plant using the Mitsubishi turbines. Deb and I will 
draft a response that we'll run by you tomorrow morning. 

As we have discussed, if we get firm pricing from TCE through MPS and it's acceptable to us I 
don't know that there is much value in this option to extend, since we'd go with the 
turbines. If the pricing isn't reasonable, then we may want to use other GT for the plant, 
and the option to extend would have value. 

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 

-----Original Message-----
From: Terry Bennett <terry_bennett@transcanada.com> 
To: Deborah Langelaan; JoAnne Butler; Michael Killeavy; Amir Shalaby; Ben Chin 
CC: Chris Breen <chris_breen@transcanada.com>; Karl Johannsen 
<karl_johannson@transcanada.com>; Terri Steeves <terri_steeves@transcanada.com>; Terry 
Bennett <terry_bennett@transcanada.com>; John Mikkelsen <john_mikkelsen@transcanada.com> 
Sent: Thu Nov 18 18:24:53 2010 
Subject: Equipment Supply Contract and related contracts between TransCanada Energy Ltd., and 
MPS Canada, Inc. (the "MPS Contract") 

Further to our recent meetings and telephone calls, we have advised you that TCE has the 
right to terminate the MPS Contract by notice given on or before November 19, 2010 upon 
payment of a termination payment equal to 50% of the contract price payable under the MPS 
Contract, as per the MPS Letter Agreement sent to you October 29th. 

Under the current terms of the MPS Contract, after November 19, 2010 the termination payment 
under the MPS Contract increases to 60% of such contract price provided that notice of 
termination is given on or before December 21, 2010. As we have discussed, MPS has proposed 
amending the MPS Contract to reduce the termination payment due for termination after 
November 19 and on or before December 21 to 55%. Termination of the MPS Contract after 
December 21st will trigger a substantial termination payment (75% of the contract price) 
which may be avoided if the OPA and TCE reach an agreement on an alternative project. 

In light of the ongoing discussions regarding a viable alternative project, TCE is of the 
view that it would be imprudent to terminate the MPS Contract at this time. Accordingly, 
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unless directed to do otherwise by the OPA before noon EST on November 19, 2010, TCE will not 
terminate the MPS Contract by November 19, 2e1e and will accept MPS's proposed amendment. 
TCE trusts that the OPA concurs with this decision. In the event TCE and the OPA do not 
reach agreement on an alternative project, any costs incurred by TCE as a result of the 
termination of the MPS Contract shall form part of any damage claim which TCE will have 
against the OPA for termination of the OGS project. 

Regards, 

Terry 

This electronic message and any attached documents are intended only for the named 
addressee(s). This communication from TransCanada may contain information that is privileged, 
confidential or otherwise protected from disclosure and it must not be disclosed, copied, 
forwarded or distributed without authorization. If you have received this message in error, 
please notify the sender immediately and delete the original message. Thank you. 

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 present courriel est privilegie, confidentiel et soumis a des droits d'auteur. 
Il est interdit de l'utiliser ou dele divulguer sans autorisation. 

******************************************************************** 

3 



Aleksandar Kojic 

From: Michael Killeavy 
Sent: November 19,2010 11:03AM 
To: 
Cc: 

Sebastiana, Rocco; Deborah Langelaan; JoAnne Butler; Kevin Dick 
Ivanoff, Paul; Smith, Elliot 

Subject: RE: Equipment Supply Contract and related contracts between TransCanada Energy Ltd., 
and MPS Canada, Inc. (the "MPS Contract") 

We need the permit information to inform government about its options re: an NYR-like 
regulation. They've asked for this. 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
128 Adelaide St. West, Suite 1688 
Toronto, Ontario, MSH 1T1 
416-969-6288 (office) 
416-969-6871 (fax) 
416-52e-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 

-----Original Message-----
From: Sebastiana, Rocco [mailto:RSebastiano@osler.com] 
Sent: Fri 11/19/281e 1e:se AM 
To: Deborah Langelaan; JoAnne Butler; Michael Killeavy; Kevin Dick 
Cc: Ivanoff, Paul; Smith, Elliot 
Subject: RE: Equipment Supply Contract and related contracts between TransCanada Energy Ltd., 
and MPS Canada, Inc. (the "MPS Contract") 

Deb, 

A few quick thoughts as I have to head out to an 11 am meeting, but I will ask Elliot and 
Paul to co-ordinate to provide any additional comments that they may have. 

I think that it makes sense to ask for the OGS financial model so that we can see the make-up 
of their costs and IRR, but I think that we should consider sending that request under a 
separate email as it does not relate to the MPS turbine contract issue. 

Secondly, why are we asking for a list of permits for OGS and the appeals process? I am 
concerned about us getting too much into their permitting process and the need for the 
appeals that they have undertaken at this stage. It will be incumbent upon that to explain 
to us why the suggested $seek in settlement costs is reasonable and prudent under the 
circumstances, which may require them to explain their permitting process in more detail at 
that time .. 
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Thanks, Rocco 

From: Deborah Langelaan [mailto:Deborah.Langelaan@powerauthority.on.ca] 
Sent: Friday, November 19, 2010 10:39 AM 
To: JoAnne Butler; Michael Killeavy; Kevin Dick; Sebastiane, Rocco; Smith, Elliot 
Subject: FW: Equipment Supply Contract and related contracts between TransCanada Energy Ltd., 
and MPS Canada, Inc. (the "MPS Contract") 
Importance: High 

All; 

Would you please review the following draft response to Terry's e-mail and provide me with 
your comments? 

"Confidential and Without Prejudice 

It's the OPA's understanding that the terms of the Letter Agreement are such that TCE and MPS 
agree to meet no later than November 19th; however, there doesn't seem to be anything to 
suggest that notice must be given on or before this date. It's our impression that if 
nothing is done by November 19th the suspension of the work will end on November 30th and the 
cancellation fees stays amended at 50% for Month 15. To assist us with our discussions it 
would be greatly appreciated if TCE would provide a copy of the Equipment Supply Contract 
#6519 dated July 7, 2009 between TransCanada Energy Ltd. and MPS Canada, Inc. 

The OPA is agreeable to extending the suspension of Supplier's Work until December 31, 2010 
with the understanding that MPS will provide TCE with a firm price (including scope) to 
convert from 501GAC to 501GAC Fast no later than December 10, 2010. The firm price should be 
valid up to January 31, 2011. 

We also request that TCE provide us with a copy of the Oakville Generating Station (OGS) 
financial model showing how the NRR was derived. It would also be helpful if you would 
provide us with a list of required permits for the OGS and the appeals process that would be 
followed in the event the permits are not granted." 

Thanks, 

Deb 
. i: i.· ~· 

Deborah Langelaan I· Manager; Natural Gas Projects IOPA 
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Suite 1600 - 120 Adelaide st. W. I Toronto, ON M5H lTl I 
T: 416.969.6052 I F: 416.967.1947 I I deborah.langelaan@powerauthority.on.ca 
<mailto:%7Cdeborah.langelaan@powerauthority.on.ca> I 

From: Terry Bennett [mailto:terry_bennett@transcanada.com] 
Sent: November 18, 2010 6:25 PM 
To: Deborah Langelaan; JoAnne Butler; Michael Killeavy; Amir Shalaby; Ben Chin 
Cc: Chris Breen; Karl Johannsen; Terri Steeves; Terry Bennett; John Mikkelsen 
Subject: Equipment Supply Contract and related contracts between TransCanada Energy Ltd., and 
MPS Canada, Inc. (the "MPS Contract") 
Importance: High 

Further to our recent meetings and telephone calls, we have advised you that TCE has the 
right to terminate the MPS Contract by notice given on or before November 19, 2010 upon 
payment of a termination payment equal to 50% of the contract price payable under the MPS 
Contract, as per the MPS Letter Agreement sent to you October 29th. 

Under the current terms of the MPS Contract, after November 19, 2010 the termination payment 
under the MPS Contract increases to 60% of such contract price provided that notice of 
termination is given on or before December 21, 2010. As we have discussed, MPS has proposed 
amending the MPS Contract to reduce the termination payment due for termination after 

·November 19 and on or before December 21 to 55%. Termination of the MPS Contract after 
December 21st will trigger a substantial termination payment (75% of the contract price) 
which may be avoided if the OPA and TCE reach an agreement on an alternative project. 

In light of the ongoing discussions regarding a viable alternative project, TCE is of the 
view that it would be imprudent to terminate the MPS Contract at this time. Accordingly, 
unless directed to do otherwise by the OPA before noon EST on November 19, 2010, TCE will not 
terminate the MPS Contract by November 19, 2010 and will accept MPS's proposed amendment. 
TCE trusts that the OPA concurs with this decision. In the event TCE and the OPA do not 
reach agreement on an alternative project, any costs incurred by TCE as a result of the 
termination of the MPS Contract shall form part of any damage claim which TCE will have 
against the OPA for termination of the OGS project. 

Regards, 

Terry 

This electronic message and any attached documents are intended only for the named 
addressee(s). This communication from TransCanada may contain information that is privileged, 
confidential or otherwise protected from disclosure and it must not be disclosed, copied, 
forwarded or distributed without authorization. If you have received this message in error, 
please notify the sender immediately and delete the original message. Thank you. 

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 
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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 present courriel est privilegie, 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: 
Sent: 
To: 
Cc: 
Subject: 

Importance: 

Michael Killeavy 
November 19, 2010 1:01 PM 
Deborah Langelaan 
JoAnne Butler; 'rsebastiano@osler.com' 
FW: Equipment Supply Contract and related contracts between TransCanada Energy Ltd., 
and MPS Canada, Inc. (the "MPS Contract") 

High 

I don't think that we want a telephone conversation on the TSA. They can get MPS to consent to its release. Until we 
review the agreement we don't know what questions to ask. 

If they still won't release it I think that we just respond back like we did to their proposal to agree with the legal services 
settlement with the Town of Oakville. 

I think that if he wants a telephone call on the second item we need to confirm what was said in writing via email. 

From: Terry Bennett [mailto:terry_bennett@transcanada.com] 
Sent: November 19, 2010 12:47 PM 
To: Deborah Langelaan 
Cc: Chris Breen; Karl Johannsen; JoAnne Butler; Amir Shalaby; Ben Chin; Michael Killeavy; Terri Steeves; John Mikkelsen 
Subject: RE: Equipment Supply Contract and related contracts between Transcanada Energy Ltd., and MPS Canada, 
Inc. (the "MPS Contract") 
Importance: High 

Thanks for the response Deb. 

The Equipment Supply Contract has a confidentiality clause that says the Contract is confidential and proprietary. 
However, I think I can clarify some matters for you. The Letter Agreement we negotiated and sent to you amends the fee 
for cancellation that takes effect in November. As is fairly standard in commercial agreements of this nature, the 
termination clause has a 10 day prior notice provision. So if we wish to make our termination effective in the month of 
November, we need to serve notice on MPS today. 

I think a telephone call to discuss this and your second request would be a good idea. Are you and your team available? 

Terry 

From: Deborah Langelaan [mailto:Deborah.Langelaan@powerauthority.on.ca] 
Sent: Friday, November 19, 2010 12:06 PM 
To: Terry Bennett 
Cc: Chris Breen; Karl Johannsen; JoAnne Butler; Amir Shalaby; Ben Chin; Michael Killeavy; Terri Steeves; John Mikkelsen 
Subject: RE: Equipment Supply Contract and related contracts between Transcanada Energy Ltd., and MPS canada, 
Inc. (the "MPS Contract") 

Confidential and Without Prejudice 

Terry; 

It's the OPA's understanding that the terms of the Letter Agreement are such that TCE and MPS agree to meet no later 
than November 19th; however, there doesn't seem to be anything to suggest that notice must be given on or before this 
date. It's our impression that if nothing is done by November 19th the suspension of the work will end on November 3oth 
and the cancellation fees stays amended at 50% for Month 15. To assist us with our discussions it would be greatly 
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appreciated if TCE would provide (i) a copy of the Equipment Supply Contract #6519 dated July 7, 2009 between 
TransCanada Energy Ltd. and MPS Canada, Inc and (ii) a firm price (including scope) by December 10, 2010 and valid to 
January 31, 2011, to convert from 501GAC to 501GAC Fast. 

Kind Regards, 
Deb 

Deborah Langelaan I Manager, Natural Gas Projects I OPA I 
Suite 1600-120 Adelaide St. W. I Toronto, ON MSH 1T1 I 
T: 416.969.6052 I F: 416.967.1947 II deborah.langelaan@powerauthoritv.on.ca 1 

From: Terry Bennett [mailto:terry_bennett@transcanada.com] 
Sent: November 18, 2010 6:25 PM 
To: Deborah Langelaan; JoAnne Butler; Michael Killeavy; Amir Shalaby; Ben Chin 
Cc: Chris Breen; Karl Johannsen; Terri Steeves; Terry Bennett; John Mikkelsen 
Subject: Equipment Supply Contract and related contracts between TransCanada Energy Ltd., and MPS Canada, Inc. 
(the "MPS Contract") 
Importance: High 

Further to our recent meetings and telephone calls, we have advised you that TCE has the right to terminate 
the MPS Contract by notice given on or before November 19, 2010 upon payment of a termination payment 
equal to 50% of the contract price payable under the MPS Contract, as per the MPS Letter Agreement sent to 
you October 29th. 

Under the current terms of the MPS Contract, after November 19, 2010 the termination payment under the 
MPS Contract increases to 60% of such contract price provided that notice of termination is given on or before 
December 21, 2010. As we have discussed, MPS has proposed amending the MPS Contract to reduce the 
termination payment due for termination after November 19 and on or before December 21 to 55%. 
Termination of the MPS Contract after December 21st will trigger a substantial termination payment (75% of 
the contract price) which may be avoided if the OPA and TCE reach an agreement on an alternative project. 

In light of the ongoing discussions regarding a viable alternative project, TCE is of the view that it would be 
imprudent to terminate the MPS Contract at this time. Accordingly, unless directed to do otherwise by the 
OPA before noon EST on November 19, 2010, TCE will not terminate the MPS Contract by November 19, 
2010 and will accept MPS's proposed amendment. TCE trusts that the OPA concurs with this decision. In the 
event TCE and the OPA do not reach agreement on an alternative project, any costs incurred by TCE as a 
result of the termination of the MPS Contract shall form part of any damage claim which TCE will have against 
the OPA for termination of the OGS project. 

Regards, 

Terry 

This electronic message and any attached documents are intended only for the named addressee(s). This 
communication from TransCanada may contain information that is privileged, confidential or otherwise 
protected from disclosure and it must not be disclosed, copied, forwarded or distributed without authorization. 
If you have received this message in error, please notifY the sender inrmediately and delete the original 
message. Thank you. 

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 di~semin~tio~, 
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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 electronic message and any attached documents are intended only for the named addressee(s). This 
co=unication from TransCanada may contain information that is privileged, confidential or otherwise 
protected from disclosure and it must not be disclosed, copied, forwarded or distributed without authorization. 
If you have received this message in error, please notify the sender i=ediately and delete the original 
message. Thank you. 

..,_ ... 
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Aleksandar Kojic 

From: 
Sent: 
To: 

Michael Killeavy 
November 23, 2010 8:56AM 
John Zych 

Subject: FW: Turbine Supply Agreement ("TSA") - Release Under FIPPA ... 

Here is a copy of the email we sent to TransCanada Energy ("TCE") today regarding the issue 
we discussed yesterday afternoon. 

-----Original Message----
From: Deborah Langelaan 
Sent: November 23, 2010 8:39 AM 
To: terry bennett@transcanada.com 
Cc: 'Terri Steeves'; Michael Killeavy 
Subject: FW: Turbine Supply Agreement ("TSA") - Release Under FIPPA ... 

Good Morning Terry; 

We have discussed Mitsubishi Power Systems'("MPS") concerns with respect to providing the 
Equipment Supply Agreement to the OPA with.our internal FIPPA expert. In the event the OPA 
were to receive a request under the FIPPA to disclose it, it may be possible for the OPA to 
prevent its disclosure; however, we cannot guarantee that we would be successful. We suggest 
that MPS and TCE seek their own legal ·advice as to how best to protect their interests in 
this regard. Having said this, the OPA still requires a complete, unredacted copy of the 
Equipment Supply Agreement. 

Deb 

Deborah Langelaan I Manager, Natural Gas ProjectsiOPA I Suite 1600 - 120 Adelaide St. W. I 
Toronto, ON MSH 1T1 I 
T: 416.969.6052 I F: 416.967.1947 I I deborah.langelaan@powerauthority.on.ca 
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Aleksandar Kojic 

From: Ben Chin 
Sent: January 13, 2011 11 :35 AM 

Deborah Langelaan To: 
Cc: 
Subject: 

Michael Killeavy; JoAnne Butler 
FW: for the morning · 

Attachments: Thursday morning 1.ppt; Thursdaymorning 2.pptx; Thursdaymorning 3; Thursdaymorning 4; 
Thursdaymorning 5 (2).doc 

Guys, here are the materials we used to talk about outreach with our friends today. We're going to make some changes 
(requested changes, and changes I've requested) 
On TC deck, I've asked them to add a slide on competitors' sites (currently there's only a deck for Eagle St and 
Boxwood). 
They'll also be changing 515 MW to 450 
On PSP's deck, we've been asked to take out Guelph, mention L TEP, and be more graphic on the residential impact of 
Tx alternatives. 

So now we wait to get green light to go to Cambridge ... perhaps as early as next week, but more likely the week after. 
And we have time to refine these products 

Ben Chin I Vke President, Corporate Communications 
120 Adelaide St W., Suite 1600 I Toronto, Ontario, MSH 1Tl 
Phone: 416.969.6007 I Fax: 416.967.19471 Email: ben.chin@powerauthority.on.ca 
Jl Please consider yow: environmental responsibility before printing this email. 

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 recij}ient(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: Ben Chin 
Sent: January 12, 2011 5:17 PM 
To: 'Maclennan, Craig (MEI)'; Johnston, Alicia (MEI); Mullin, Sean (OPO) 
Subject: for the morning 

Some bedside reading materials ... lndex: 1 their powerpoint, 2 our powerpoint, 3 their/our outreach plan, 4 their media 
advisory (to show you what it would look like IF they did one), 5 our key messages and q's and a's 

Ben Chin I Vice President, Corporate Communications 
120 Adelaide St W., Suite 1600 I Toronto, Ontario, MSH 1T1 
Phone: 416.969.6007 I Fax: 416.967.19471 Email: ben.chin@powerauthority.on.ca 
Jl Please consider yow: environmental responsibility before printing this email. 

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. lf you are not the intended recipient(s), ai'{Y dissemination, distribution or copying of this e-mail message or 
any files transmitted with it is strictly prohibited lfyou 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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TransCanada Energy Ltd. 
KWCG Generating Station 

515 MW Simple Cycle Facility - Cambridge, Ontario 

· January 2011 (; )\ TransCan:ada 
'-_ ~ In business to deliver 



Introductions 

• Terry Bennett, Vice President Power Development 
• Chris Breen, Government Relations 
• Christine Cinnamon, Environment 

• John Mikkelsen, Director Business Development 

2 Confidential 
(( ~ TransCanada 



Portfolio of Quality Assets 

• 60,000 km of wholly owned 
natural gas pipeline 

• Interests in an additional 
7,800 km of natural gas 
pipeline 

• 15 Bcf/d 

• 355 Bcf of natural gas 
storage capacity 

• 19 power plants 

• 10,900 megawatts 

• Crude oil pipeline under 
construction 

~ ~ TransCanada 



Ontario's Largest Private Power Generator 

4 Confidential 

Facilities: 
7,997 km Pipeline 

167 Meter Stations 

78 Compressor Units 

Bruce Nuclear Unit A ( 49°/o) 

Bruce Nuclear Unit B (32°/o) 

Portlands Energy Center (50°/o) 

Halton Hills Generating Station 

3,430 MW generating capacity 

(( ~ TransCanada 



TransCanada Generation Solution 

5 Confidential 

• 515 MW simple cycle 
generating facility 

• Two high efficiency 257 
MW natural gas fired 
industrial gas turbines with 
low NOx combustion 
systems 

• 230 kV connection to 
Hydro One M20D & M21D 
circuits 

• 16 min start-up capability 
to 60°/o load 

• Ramp rate of 13°/o/min · 

• Gas delivered by, Unlo.n Gas . 

t~ TfanSCimada 
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Mitigating Potential Concerns 

• Environmental/human health commitments: 
• NOISE: All major facilities enclosed; Silencers, sound 

attenuation; ( 45 dBA night I 50 dBA daytime) 
• EMISSIONS: Low NOx technology 

• Minimal Infrastructure Needs 
• Proximity to interconnections 

• Minimal construction disruption (24 months) 

• Consistent with local land use 
. • Minimal water and sewer requirements 

6 Confidential 
~ ~ TransCanada 



11! 
li'' 'li 
''· li!i' 
"'~ ~~' 
!:~! !, Eagle Street 
ill' 

• :!connection proximate at Preston TS ( <2 .km) 
• l:;; 51 acres - room for construction and laydown 

• J:lowned by TransCanada 
.lfr· 

• :~:Industrial zoning 

• rRoad and rail access 

• 1'1
1 Consistent with surrounding 

rindustrial activities 

• 'I' Provincially significant 
~:wetlands bisect site 

• 1'~'Proximity to receptors: 

• closest resident IV250m 

· • closest school IV475m 

7 Confidential ~ ~ Tra~;Canada 



Boxwood Industrial Park 

• i3. 5 km Connection to Preston TS under 401 (require Section 
9i2) - possible point of supply to new TS · 

' 

• 156 acres (30 for facility) - room for construction and laydown 

• Owned by City of Cambridge 

• Road and rail access 

• Planned Industrial park 
!I 

(~nchor tenant) 

• danger gas connection 

• No nearby residential 

communities 

• Proximity to receptors: 

• closest resident > lOOOm* 

• closest school > 2500m 

8 Confidential * One resident at ~250m from site (( ~ TransCanada 



Project Interconnections 

9 Confidential 

1. Routes shown for illustrative purposes only 

- Final route selection subject to 

Environmental Assessment (gas line}and 

Section 92 leave to construct (power line) 

processes. 

~ ~ TransCanada · 
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Positive Economic Impact :~~~.;~1 

Shfbrt Term (Prior to Commercial 
pperation) . 
'. $ 700 million investment 
• Up to 200 construction jobs over 24 mths 
• Spin offs for local suppliers 
• Development fees to the City 

Long Term (After Commercial Operation) 
• Strengthens electrical supply I reliability 
• Industrial Park infrastructure 
• 10 high technology careers 
• 20 year operation and maintenance 

opportunities for local suppliers 
• Annual municipal tax payment to the City 

10 Confidential 
(( ~ TransCanada 



· Com1nunity Benefits 

Typical Components 
• Community Liaison Committee 
• Community fund contribution to health, education, 

environment or civic investment projects 
• Fund Peer review of ERR and extended review 

process 

Project Specific Components (examples} 
• Architectural treatment/Landscaping 
• Front end financing of project related infrastructure 

(water I sewer, storm water) 
• Purchase/ Leasing of municipal lands for project site 

construction and easements 
• Road Improvements related to the project 

11 Confidential 
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Development Schedule 

OPA 
Time line 

Our 
Time line 

2010 

12 Confidential 

2011 

Jun 3 

Open P~rmit 
Houses Application 

2012 2013 2014 2015 

Community Consultation 

Start 
Construction 

Dec 14 
Latest 

Commercial 
Operation 

~-

Q4 2014 
Commercial 

Operation 

~ ~ TransCanada-



TransCanada Generating Station 
Discussion 

• ·1 City outlook on facility and location 
-

· • I Supply and allocation of water and sewer services will be 
available for 2014 start-up in sufficient capacity 

• Interpretation of M3 Zoning 
• Process for seeking variance, if applicable 
• :1 Storm water management process 
.I City's permitting and approvals process 

!' 

b Confidential 
~ ~ TransCahada 



TransCanada Getn~rating Station 
Next Steps 

We recognize need for early consultation with stakeholders 
including the City and First Nations 

TransCanada commits to: 
• Work with the City and stakeholders to mitigate issues related to 

this project 

• Provide Site tour I visit of Halton Hills GS 

TransCanada looks forward to working with the City on: 
• Location 

• Challenges and Opportunities 

• Procedural requirements 

14 Confidential 
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Key Messages 

Cambridge needs a secure supply of electricity to maintain reliability to 
families, businesses and communities in the region. 

• Electricity infrastructure in the Cambridge area does not meet reliability 
standards set by IESO 

• Cambridge area is vulnerable to outages which have occurred twice- Jan 
2003 and in the 80's 

• The 2003 incident affected 45,000 customers for 5 hours 
• OPA has indicated need for a 450 MW peaking facility along with other 

investments in electricity infrastructure in 2007 IPSP- and is contained 
again in current L TEP 

Investing in a secure supply of electricity in Cambridge is vital to attracting 
businesses to the area and to ensure the future growth of the community. 

• Cambridge area (KWCG) is among Ontario's largest load centres with 
over 500,000 people 

• Population and electricity demand growth was among highest in province 
before the recession, and is forecast to grow at a rate higher than 
provincial average over next 20 years 

• Electricity demand in the area has already recovered to pre-recession 
levels in 2010 (approx 1400 MW) 

• Future investments in Cambridge, including business parks, high-tech 
industry and manufacturing will drive further growth 

• The area has been identified as a Prime Industrial/Strategic Reserve in 
the Region of Waterloo Official Plan 

Power generation is one part of an integrated solution for the Cambridge 
area, which includes conservation and necessary upgrades to the 
electricity infrastructure. 

• OPA is part of a working group that is working together to implement an 
integrated solution (includes 4 LDC's ,the IESO and Hydro One) 

• OPA designed Conservation programs currently being delivered by your 
local distributors include: Peaksaver, ERIP, Commercial Direct Install and 
Appliance Retirement 

• Recent transmission reinforcement (addition of a new 230/115 kV 
transformer at Cambridge Preston TS in 2007 to reinforce the supply to 
Kitchener and to some extent Cambridge 

• New generation in Cambridge area include Bio Gas (4 MW), Solar (15 
MW) Hydro (1 MW) and Wind (120 MW) 

• These measures have limited ability to meet the needs of future growth 



• 2007 IPSP indicated 450 MW peaking facility as preferred alternative to 
any major new transmission could be disruptive to many more people and 
neighbourhoods. 

Q's and A's 

Why now? 

Cambridge needs a secure supply of electricity to restore reliability to families, 
businesses and communities in the region. The OPA indicated a need for a 450 
MW peaking facility along with other investments in electricity infrastructure more 
than 3 years ago in the 2007 IPSP - and this is repeated in the current Long
Term Energy Plan. 

Investing in a secure supply of electricity in Cambridge is vital to attracting 
businesses to the area and to ensure the future growth of the community. 

What about emissions from a gas plant? 

Natural gas generation is much cleaner than many other dispatchable types of 
generators like Coal or Oil. As well, a peaking facility typically runs only when 
there is a need, about 1 0-20% of the time. 

Trans Canada has a strong record of operating facilities that meet or exceed laws 
and standards in many jurisdictions and will be working with the Ministry of 
Environment and the community to ensure that the facility is fully compliant. 

Aren't combined cycle gas plants cleaner than a simple cycle peaker like 
this proposed facility? 

Both types of facilities offer a cleaner alternative to coal or oil-fired generators, 
and they provide different kinds of service to communities and their electricity 
needs. Peaking facilities have the ability to respond quickly to need, and typically 
run for shorter periods of time than combined cycle facilities. 

How close will it be from homes/schools? 

While TransCanada has acquired a site in Cambridge, they are looking to work 
with the community about how best to locate the facility. 

What about a transmission alternative? 

The 2007 IPSP did consider alternatives to generation. The preferred alternative 
was and remains a peaking facility because of several reasons. New. generation 



means there would not be. a need for major new transmission lines which would 
be disruptive to many neighbourhoods and people. 

When would it be built/operating? 

The preferred timeline is for 2015. Cambridge needs a secure supply of 
electricity to restore reliability to families, businesses and communities in the 
region. 

Electricity infrastructure in Cambridge area does not meet reliability standards set 
by IESO 
Cambridge area is vulnerable to outages which have occurred twice -Jan 2003 
and in the 80's 
The 2003 incident affected 45,000 customers for 5 hours 

Investing in a secure supply of electricity in Cambridge is vital to attracting 
· businesses to the area and to ensure the future growth of the community. 

Cambridge area (KWCG) is among Ontario's largest load centres with over 
500,000 people 
Population and electricity demand growth was among highest in province before 
the recession, and is forecast to grow at a rate higher than provincial average 
over next 20 years 
Electricity demand in the area has already recovered to pre-recession levels in 
2010 (approx 1400 MW) 
Future investments in Cambridge, including business parks, high-tech industry 
and manufacturing will drive further growth 
The area has been identified as a Prime Industrial/Strategic Reserve in the 
Region of Waterloo Official Plan 

Why are you sole-sourcing with TCE? Is this plant being built to replace the 
cancelled OGS plant? 

The OPA indicated a need for a 450 MW peaking facility along with other 
investments in electricity infrastructure in the Cambridge area in the 2007 IPSP. 
That requirement is spelled out in the latest Long-Term Energy Plan, as well. 

That need is independent of other proposals. 

On the contract side, we are working with TransCanada because they agreed to 
work with us on a needed project in the future, when the Minister of Energy 
announced that OGS would not be proceeding. 



What is the cancellation of OGS and contracting of a power plant costing 
ratepayers? 

The 2007 IPSP called for two facilities in both the Cambridge area and in the 
Southwest GTA. We are now proceeding with only one of those. 

There will be transmission projects required in the SWGTA, and that's estimated 
to cost far less than OGS. 

Why Cambridge and not Kitchener, Guelph or Waterloo? 

There is value to the whole region as it is an interconnected system. However, 
there is particular value to Cambridge because of its electricity supply 
configuration which currently provides limited back-up from one line. 

Investing in a secure supply of electricity in Cambridge is vital to attracting 
businesses to the area and to ensure the future growth of the community. 

Cambridge area (KWCG) is among Ontario's largest load centres with over 
500,000 people 
Population and electricity demand growth was among highest in province before 
the recession, and is forecast to grow at a rate higher than provincial average 
over next 20 years 
Electricity demand in the area has already recovered to pre-recession levels in 
2010 (approx 1400 MW) 
Future investments in Cambridge, including business parks, high-tech industry 
a~Jd manufacturing will drive further growth 
The area has been identified as a Prime Industrial/Strategic Reserve in the 
Region of Waterloo Official Plan. 

Is the deal done? How much will this plant cost? How much are you paying 
TransCanada? Will TransCanada be paid damages for sunk costs from 
OGS? 

Both the OPA and TransCanada have publicly indicated we are working together 
on a project that is needed to ensure a secure supply of electricity, and we are 
continuing to make good progress in our talks with TransCanada and we are 
both working to ensure a fair deal for ratepayers. 



Aleksandar Kojic 

From: John Zych 
Sent: January 16, 2011 .2:43PM 
To: 
Cc: 

Michael Killeavy; Deborah Langelaan; Susan Kennedy; Mark Dodick 
Michael Lyle 

Subje<;t: FW: Freedom of Information and Protection of Privacy Act Request 2010-020 (Ontario NDP
Two SWGTA Topics) 

Attachments: Request 2010-020- Letter from Ontario NDP Caucus- October 14, 2010.pdf; Request 
2010-020 Appendix A- December 17, 201 O.xls; Request 2010-020 Appendix A- January 17, 
2011.xls · 

This disposes of the NDP FOI request in relation to records that described TransCanada's "recourse should the Oakville 
project be cancelled". No records were released except for a redacted version of the agreement between TransCanada 
and the OPA (as redacted by TransCanada). MEl is aware. The NDP has until February 15, 2011 to appeal. 

John Zych 
Corporate Secretary 
Ontario 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 
416-324-5488 Personal Fax 
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. 

From: John Zych 
Sent: January 16, 2011 2:31 PM 
To: 'rosenstockm@ndp.on.ca' 
Subject: Freedom of Information and Protection of Privacy Act Request 2010-020 (Ontario NDP -Two SWGfA Topics) 

Dear Michael, 

Further to your request of October 14, 2010 and our decision of December 17, 2010 (both attached), we sent a third party 
notice to TransCanada Energy in respect of withheld Record 8 and recently received a reply. TransCanada Energy has 
taken the view that the OPA should not release Record 8. The OPA supports that position (see third attachment). 

Mr. Colin Andersen, Chief Executive Officer of the Ontario Power Authority, is responsible for the decision in this letter. 

You may ask for a review of this decision within 30 days of receiving this letter by writing to: Registrar, Information 
and Privacy Commissioner/Ontario, 2 Bloor Street East, Suite 1400, Toronto, Ontario, M4W 1A8, Telephone: 
(416) 326-3333 or toll-free 1-800-387-0073. 

If you decide to request a review of this decision, please provide the Commissioner's office with the following: 

• the file n.umber.listed at the beginning of this letter; 
• a copy of this decision letter; and, 
• a copy of the original request for information you sent to our institution. 

1 



In addition, you must send an appeal fee to the Commissioner's office. The appeal fee is $25.00. Please include the fee 
with your letter of appeal. Appeal fees should be in the form of a cheque or a money order, payable to the Minister of 
Finance. 

Please do not hesitate to contact the undersigned at (416) 969-6055 if I may help you in any way. 

John Zych 
Corporate Secretary 
Ontario 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 
416-324-5488 Personal Fax 
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. 

From: John Zych 
Sent: December 17, 2010 10:33 AM 
To: 'RosenstockM@ndp.on.ca' 
Subject: Freedom of Information and Protection of Privacy Act Request 2010-020 (Ontario NDP -Two SWGT'A Topics) 

Dear Michael, 

Regarding your attached request 201 0-020 for information relating to the Oakville Generating Station project, here is our 
reply. 

The OPA has found eight records that are responsive to the request and is providing partial access to one of these 
records. I will courier it to you today as it is too big a document to e-mail. 

Mr. Colin Andersen, Chief Executive Officer of the Ontario Power Authority, is responsible for the decision in this letter. 

You may ask for a review of this decision within 30 days of receiving this letter by writing to: Registrar, Information 
. and Privacy Commissioner/Ontario, 2 Bloor Street East, Suite 1400, Toronto, Ontario, M4W 1A8, Telephone: 

(416) 326-3333 or toll-free 1-800-387-0073. 

' 

If you decide to request a review of this decision, please provide the Commissioner's office with the following: 

• the file number listed at the beginning of this letter; 
• a copy of this decision letter; and, 
• a copy of the original request for information you sent to our institution .. 

In addition, you must send an appeal fee to the Commissioner's office. The appeal fee is $25.00. Please include the fee 
with your letter of appeal. Appeal fees should be in the form of a cheque or a money order, payable to the Minister of 
Finance. 

Please do not hesitate to contact the undersigned at (416) 969-6055 if 1 may help you in any way. 

John Zych 
Corporat~a Secretary 
Ontario Power Authority 
Suite 1600 
120 Adelaide Street West 
Toronto, ON M5H 1T1 
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416-969-6055 
416-967-7474 Main telephone 
416-967-1947 OPA Fax 
416-969-6383 Personal Fax 
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. 
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October 14, 201 o ;)v 1 a fg }tv 
Mr.John; .. ~ 
Fr~ m of Information Officer 

.· ~nt~rio Power Amhofity 
Suite 1600, 120 Adelaide Street West 
Toronto, ON M5H 1T1 

To Whom It May Concern: 

Pursuant to the Freedom of Information and Protection of Privacy Ac~. I am 
requesting the following information from the Ontario Power Authority: 

• A copy of the OPA's agreement with TransCanada Corporation to build the 
Oakville Generating Station. 

• Any supplementary documents that describe TransCanada Corporation's 
recourse should the Oakville project be cancelled. 

I am attaching the $5.00 application fee payable to the Ontario Power Authority. 

Sjpcerely, 

~· 
Michael Rosenstock 
Researcher 
Ontario NDP Caucus 
Rm 469, Main Legislative Building 
Queen's Park M?A 1A5 
416-325-2427 
rosenstockm@ ndp.on .ca 



Freedom Of Information and Protection of Privacy Act Request 2010-020 
Index of Records and Decision as to Release or Withholding of Records 

Release 
Record yes/no/ Estimated No. 

No. Description partial Section(s) Applied Comments/Explanations of Pages 

Memorandum, dated 2/17/2010 from Aird & 
Berlis LLP to OPA entitled, "Memorandum 
entitled: Southwest GTA Clean Energy 
Supply Agreement dated as of October 9, 
2009 between TransCanada Energy Ltd. 
(the "Supplier") and the OPA (the "SWGTA 
Contracf') in respect of Oakville Generating 
Station (the "Facility"): Consequences of 

1 Termination bv OPA" no 19 (a) the record is subject to solicitor-client privileqe 9 

the disclosure of the record would reveal, advice or 
recommendations of a public servant, any other 
person employed in the service of the OPA; financial, 
commercial or technical information that belongs to 
the Government of Ontario or the OPA and has 
monetary value or potential monetary value; 
information the disclosure of which could reasonably 
be expected to prejudice the economic interests of 
the OPA or its competitive position; information the 
disclosure of which CO!Jid reasonably be expected to 
be injurious to the financial interests of the 
Government of Ontario or its ability to manage the 
economy of Ontario; information as to positions, 
plans, procedures, criteria or instructions to be 
applied to any negotiations carried on or to be carried 
on by or on behalf of the OPA or the Government of 
Ontario; information that includes proposed plans, 

:.:;,-: . I policies or projects of the OPA where the disclosure 
· PowerPoint presentation dated 3/1/2010 could reasonably be expected to result in premature 
from OPA entitled, "Briefing: SWGTA 13, 18 (a), {c), {d), disclosure of a pending policy decision or undue 

2 Options" no (e) and (g) financial benefit or Joss to a person 13 
Email dated 9/13/2010 at 3:56:00 PM from 
Susan Kennedy to Michael Killeavy entitled, 

3 "SWGTA" plus attach no 19 @) the record is subject to solicitor-client privilege 3 
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Email dated 9/13/2010 at 5:07:00 PM from 
Susan Kennedy to Michael Killeavy entitled, 

4 "SWGTA" no 19 (a) the record is subject to solicitor-client privileqe 2 
Email dated 9/14/2010 at 12:44:00 PM from 
Susan Kennedy to Michael Killeavy entitled, 

5 "SWGTA Costs" no 19 (a) the record is subject to solicitor-client privileqe 1 
Email dated 9/14/2010 at 12:47:00 PM from 
Susan Kennedy to Michael Killeavy entitled, 

6 "SWGTA Costs" no 19 (a) the record is subject to solicitor-client orivileqe 2 

third party notice was sent to proponent as it 
appeared that the release of this information, which 
included the proponent's confidential and proprietary 
information, would lead, among other consequences, 
to similar information no longer being supplied in the 
future; also, release of this information would be 
injurious to the interests of the OPA, including the 
interests of Ontario electricity ratepayers, in 

agr~ement dated October 9, 2009 between conducting RFPs of this nature in future, and other 
Ontario Power Authority and TransCanada 28 (1), 17 (1) and 18 consequences; access to the record is granted in part 

7 Enerqy Ltd. partial (1) (c) and (d) as requested by third oartv 201 
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1rn1ru pany nouce moe sem m pro~onem as 11 

appears that the release of this information, which 
includes the proponent's confidential and proprietary 
information, would lead, among other co_nsequences, 
to similar information no longer being supplied in the 
future; also, financial, commercial or technical 
information that belongs to the Government of 
Ontario or the OPA and has monetary value or 
potential monetary value; information the disclosure 
of which could reasonably be expected to prejudice 
the economic interests of the OPA or its competitive 
position; information the disclosure of which could 
reasonably be expected to be injurious to the 
financial interests of the Government of Ontario or its 
ability to manage the economy of Ontario; information 
as to positions, plans, procedures; criteria or 
instructions to be applied to any negotiations carried 

· on or to be carried on by or on behalf of the OPA or 
the Government of Ontario; information that includes 
proposed plans, policies or projects of the OPA 

28 (1), 17 (1) and 18 where the disclosure could reasonably be expected 
OPA Letter to TransCanada- October 7, (a), (c), (d), (e) and to result in premature disclosure of a pending policy 

8 2010 no (q) decision or undue financial benefit or loss to a person 1 
232 
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Freedom Of Information and Protection of Privacy Act Request 2010·020 
Index of Records and Decision as to Release or Withholding of Records 

Release 
Record yes/no/ Estimated No. 

No. Description partial Section(s) Applied Comments/Explanations of Pages 

Memorandum. dated 2/17/2010 from Aird & 
Berlis LLP to OPA entitled. ""Memorandum 
entitled: Southwest GTA Clean Energy ' 

' 

Supply Agreement dated as of October 9, 
I 

2009 between TransCanada Energy Ltd. 
(the "Supplier") and the OPA (the "SWGTA 
Contract") in respect of Oakville Generating 
Station (the "Facility"): Consequences of 

19 {a) the record is subiect to solicitor-client orivileqe 1 Termination by OPA" no 9 

the disclosure of the record would reveal, advice or 
recommendations of a public servant, any other 
person employed in the service of the OPA; financial, 
commercial or technical information that belongs to 
the Government of Ontario or the OPA and has 
monetary value or potential monetary value; 
information the disclosure of which could reasonably 
be expected to prejudice the economic interests of 
the OPA or its competitive position; information the 
disclosure of which could reasonably be expected to 
be injurious to the financial interests of the 
Government of Ontario or its ability to manage the 
economy of Ontario; information as to positions, 
plans, procedures, criteria or instructions to be 
applied to any negotiations carried on or to be carried 
on by or on behalf of the OPA or the Government of 
Ontario; information that includes proposed plans, 
policies or projects of the OPA where the disclosure 

PowerPoint presentation dated 3/1/2010 could reasonably be expected to result in premature 

:; ; 2 
from OPA entitled, "Briefing: SWGTA 13, 18 (a), (c), (d), disclosure of a pending policy decision or undue 
Options" no {e) and (q) financial benefit or loss to a person 13 
Email dated 9/13/201 0 at 3:56:00 PM from 
Susan Kennedy to Michael Killeavy entitled, 

19 Cal 3 "SWGTA" plus attach no the record is subject to solicitor-client privileqe 3 
--· 
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Email dated 9/13/201 0 at 5:07:00 PM from 
Susan Kennedy to Michael Killeavy entitled, 

4 "SWGTA" no 19 (a) the record is subject to solicitor-client privileqe 2 
Email dated 9/14/2010 at 12:44:00 PM from I 

Susan Kennedy to Michael Killeavy entitled, 
5 "SWGTA Costs" no 19 (a) the record is subject to solicitor-client privileqe 1 

Email dated 9/14/2010 at 12:47:00 PM from 
Susan Kennedy to Michael Killeavy entitled, 

6 "SWGTA Costs" no 19 (a) the record is subject to solicitor-client privileae 2 

third party notice was sent to proponent as it 
appeared that the release of this information, which 
included the proponent's confidential and proprietary 
information, would lead, among other consequences, 
to similar information no longer being supplied in the 
future; also, release of this information would be 
injurious to the interests of the OPA, including the 
interests of Ontario electricity ratepayers, in 

agreement dated October 9, 2009 between conducting RFPs of this nature in future, and other 
Ontario Power Authority and TransCanada 28 (1), 17 (1) and 18 consequences; access to the record is granted in part 

'--- 7 __ Ell_ergy Ltd. __ partial (1) (c) and (d) as requested by third party 201 
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1m1ru pally nuuce was sem 10 proponem as 11 
appeared that the release of this information, which 
included the proponent's confidential and proprietary 
information, would lead, among other consequences, 
to similar information no longer being supplied in the 
future; also, financial, commercial or technical 
information that belongs to the Government of 
Ontario or the OPA and has monetary value or 
potential monetary value; information the disclosure 
of which could reasonably be expected to prejudice 
the economic interests of the OPA or its competitive 
position; information the disclosure of which could 
reasonably be expected to be injurious to the 
financial interests of the Government of Ontario or its 
ability to manage the economy of Ontario; information 
as to positions, plans, procedures, criteria or 
instructions to be applied to any negotiations carried 
on or to be carried on by or on behalf of the OPA or 
the Government of Ontario; information that includes 
proposed plans, policies or projects of the OPA 
where the disclosure could reasonably be expected 

OPA Letter to TransCanada- October 7, 28 (1}, 17 {1) and 18 to result in premature disclosure of a pending policy 
8 2010 no (1) (c) and (d) decision or undue financial benefit or loss to a 1 

L__23L_ 
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Aleksandar Kojic 

From: Michael Killeavy 
Sent: 
To: 

January 17,201110:51 AM 
JoAnne Butler; Deborah Langelaan 

Subject: Fw: Auditor-General Information Request .... 
Attachments: #5074238v2_ TOR_P2Z_- MEM_AuditorGeneraiRequestReSWGTA (2).doc; 

WSComparison_#507 4238v1_ TOR_P2Z_ - MEM_AuditorGeneraiRequestReSWGTA 
(2).doc-#5074238v2_ TOR_P2Z_- MEM_AuditorGeneraiRequestReSWGTA (2).doc.pdf 

I did the interview this morning and it went well. 

Michael Killeavy, lLB., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
120 Adelaide St. West, Suite 1600 
Toronto, Ontario, MSH 1Tl 
416-969-6288 (office) 
416-969-6071 (fax) 
416-520-9788 (cell) 
Michael.killeaw@powerauthority.on.ca 

From: Smith, Elliot [mailto:ESmith@osler.com] 
Sent: Thursday, January 13, 2011 07:40 PM 
To: Michael Killeavy; Sebastiana, Rocco <RSebastiano@osler.com>; Ivanoff, Paul <Pivanoff@osler.com> 
Cc: Susan Kennedy 
Subject: RE: Auditor-General Information Request .... 

Michael, 
Further to your request below, we have provided a mark-up with our comments on your proposed answers to 
the AG's questions. 

We would also like to point out that the definition of Representatives in both the Contract and the CA includes 
the Government of Ontario and its auditors. As such, a good argument could be made that the AG is a 
"Representative". It would be harder to justifY that Confidential Information disclosed to the AG is for the 
purpose of assisting the OP A in complying with its obligations under the Contract (or in the case of the CA, 
assisting the OP A in resolving the differences between the Parties), but in case you were looking for an avenue 
by which you may disclose the contract to the AG without having to provide notice to TCE, we thought this 
might assist in your analysis. 

If you have any questions, please let us know: 
Elliot 

OSLER 
. Elliot Sinit~ 
Associate 

·-··416c862.6435 DIREGT······· --· 
·-416~862if666f'i\csifv1H:E" 
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esmith@osler.com 

Osier, Hoskin & Harcourt LLP 
Box 50, 1 First Canadian Place 
Toronto, Ontario, Canada M5X 188 

osler.oom 

From: Michael Killeavy [mailto:Michaei.Killeavy@powerauthoritv.on.ca] 
Sent: Wednesday, January 12, 20111:12 PM 
To: Sebastiana, Rocco; Ivanoff, Paul; Smith, Elliot 
Cc: Susan Kennedy 
Subject: Auditor-General Information Request .... 

Rocco/Paul/Elliot, 

---·--

The A-G is conducting an audit of the OPA and has made several information requests of the OPA. Susan has 
been working with me on this. We have determined that we have to meet with the A-G and provide 
information, so that is not something we need advice on. Attached is Susan's memorandum to me on this, 
which includes the questions posed and our proposed answers. Can you please review the proposed answers 
for me. I'll likely need to meet with the A-G this week or next week. 

Thank you, 

Michael 

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) 

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 Jaw. 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 
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copyright. Any unauthorized use or cfisclosure is prohibited. 

Le contenu du present courriel est privih~gie, confidentiel et 
soumis a des droits d'auteur. II est interdit de l'utiliser ou 
dele divulguer sans autorisation. 

******************-*******************-******************* 
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Aleksandar Kojic 

From: 
Sent: 
To: 
Cc: 
Subject: 
Attachments: 

JoAnne; 

Deborah Langelaan 
January 17, 2011 12:09 PM 
JoAnne Butler 
Michael Killeavy 
Oakivlle GS Briefing Note 
Briefing_Note_JoAnne_2011 0117.doc 

. Attached is an update on the OPA's negotiatons with TCE regarding the Oakville Generating Station. I've kept it fairly 
high level and you will see at the end of the document that I've included the questions posed by the Auditor General. 
Please let me know if you require more detail- I wasn't sure if you plan on providing a copy to Ministry staff. 

Deb 
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ONTARIOt 
POWER AUTHORITY • 

MEMORANDUM 

DATE: January 17, 2011 

TO: JoAnne Butler 

FROM: Deborah Langelaan 

RE: Oakville Generating Station (OGS) Update 

• OPA/TransCanada Energy (TCE) negotiating team meet on a weekly basis (Thursday 
afternoon) 

• Province has advised OPA that the negotiations with TCE for the replacement plant need to 
be completed by March/April 2011 

• December 22, 2010 MOU executed between TCE and OPA regarding the potential 
development of a 450 MW simple cycle gas-fired power generation project in the Kitchener
Waterloo-Cambridge area 

• TCE has withdrawn and settled all of its appeals and legal actions with the Town of Oakville 
and Ford Motor Company 

• The two gas turbines (GT's) purchased and intended for the OGS are Mitsubishi Power 
Systems (MPS) M501 GAG machines and were designed for Combined Cycle operation 

• It has been determined that it is prudent, from both an economic and timing perspective, to 
have MPS convert the GT's to Fast Start capability rather than cancel the contract and 
undertake another procurement process for replacement GT's. TCE is in the midst of 
negotiating the terms and conditions for the conversion. 

• OPA, TCE and MPS meeting on January 19, 2011 to streamline GT negotiations 
• OPAITCE met with Premier's Office on January 13, 2011 to discuss strategy for approaching 

City of Cambridge. The OPA expects to receive consent from the Premier's Office in the next 
3 weeks to schedule an introductory meeting. 

• OPAITCE negotiating Implementation Agreement that will set out the process for expediting 
the development and construction of the proposed Cambridge peaking facility prior to 
finalizing the peaking contract 

• OPAITCE developing the technical design requirements for a simple cycle facility in 
Cambridge 

• TCE's Annual Report will disclose status of Oakville Generating Station. OPA expects to 
receive draft language this week for its review and comment prior to publication. 

• OPA met with Auditor General on January 17, 2011 and provided responses to the following 
questions: 

o Reason for signing the contract in 2009? 
o Reason for cancelling the contract now? Please provide supporting 

documents for the rationale. 

1 



o When did the OPA/Ministry decide that the Oakville plant is no longer 
needed? 

o Please provide a copy of the contract. 
o What is the status of the contract? Has it been determined what the penalty 

will be for terminating the contract? 

2 



Aleksandar Kojic 

From: Susan Kennedy 
Sent: January 17,2011 4:19PM 
To: 
Cc: 

'Sebastiane, Rocco'; Deborah Langelaan; Michael Killeavy 
'Ivanoff, Paul' 

Subject: 
Attachments: 

Ministry of Energy Request 
RE: Revised direction 

Privileged and Confidential (Solicitor and Client Privilege) 

This email contains privileged legal advice and should not be forwarded to parties outside of OPA. Please limit 
internal circulation. 

In furtherance of getting a directive in connection with the SWGTNCambridge matter, we have been asked by MEl Legal 
to provide them with a copy of the October y'h letter from the OPA to TCE. Specifically, MEl legal wants to see the 
language re " ... the OPA acknowledges that you are entitled to your reasonable damages from the OPA, including the 
anticipated financial value of the Contract." (see attached re current draft- Ministry would like to go without the two 
section that are flagged by "comment boxes"). 

MEl legal wants the letter in furtherance of getting approval to include the language r'e "anticipated financial value of the 
Contract" into the directive. 

On my read, the October 7 letter is not subject [retroactively or otherwise] to the "as of' October 8 Confidentiality 
Agreement, so the only obligation on the OPA regarding the October 7 letter is contained in the final sentence of the letter 
itself which requires us to give TCE prior notice before we disclose letter to MEl (my guess is that TCE likely assumes 
Government already has an actual copy of the letter- certainly, folks at the Government knew what it said given their 
involvement in the negotiation thereof). 

Please let me know if I've missed anything. 

Thanks, 

Susan H. Kennedy 
Director, Corporate/Commercial Law Group 
Ontario Power Authority 
T: 416-969-6054 
F: 416-969-6383 
E: susan.kennedy@powerauthority.on.ca 
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Aleksandar Kojic 

From: 
Sent: 
To: 
Subject: 

Susan Kennedy 
January 5, 2011 4:34 PM 
'Calwell, Carolyn (MEl)' 
RE: Revised direction 

Attachments: KWC TransCanada Direction 20 12 2010- OPA Comments_110105.docx 

Carolyn, 

I have completed the requisite "whip 'round", please see attached (which shows track changes from the version you sent) 
- essentially, de-selecting two suggested changes. I've included explanatory comment boxes to explain our concerns. 

Thanks, 

Susan H. Kennedy 
Director, Corporate/Commercial Law Group 

From: Calwell, Carolyn (MEl) [mailto:Carolyn.Calwell@ontario.ca] 
Sent: December 23, 2010 3:28 PM 
To: Susan Kennedy 
Subject: Revised direction 

Susan, 

Attached are clean and black lined versions of the direction that we propose to send up through approvals. The direction 
has had policy input. I am reluctant to advance through our approvals processes until I have heard from you that the 
changes from the version that you sent to me do not create substantive issues for the OPA. Please let me know if there 
are show stoppers. 

Thank you. 

Carolyn 

Carolyn Calwell 
A/Deputy Director 
Ministry of Energy - Legal Services Branch 
Ministry of the Attorney General 
416.212.5409 

This communication may be solicitor/client privileged and contain confidential information only intended for the person(s) 
to whom it is addressed. Any dissemination or use of this information by others than the intended recipient(s) is 
prohibited. If you have received this message in error please notify the writer and permanently delete the message and 
all attachments. Thank you. 
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LEGAL ADVICE- PRIVILEGED AND CONFIDENTIAL- NOT FOR CIRCULATION 

December •, 2010 

Mr. Colin Anderson 
ChiefExecutive Officer 
Ontario Power Authority 
Suite 1600 
120 Adelaide Street West 
Toronto, ON MSH I T1 

Dear Mr. Anderson, 
%{· ·;;,%&'. / 
~ ~ :fyd} ~%: 

if6_, ~~ 
. . ~ ~$ Re: Kitchener-Waterloo-Cambndge Area New Supply £~ ::~'$· · 

~~ -~- :(~ 
%; -~ ((~ ~ 

I write in connection with my authority as the Minister oLEner~~in a#ie~O exercise the 
~ ~ '~_,.-;4 

statutory power of ministerial direction that I have in respec£ioft!i.!!'<:mffirlo PoW'ef Authority (the 
-~ ' -~ ,~ 

"OPA") under section 25.32 of the Electricity Act, 1998 (the ~pt"). % '%,. 
~ ~ ;t: 
~ ~ ~ ~ ~ Background ~ ~o/ff 

% w 
«- 4?~~~ .. . 

The 2007 proposed Integrated Power System'Plan lforecast need for an additiOnal gas plant m 
;;; • ~---~ "'& 

Kitchener-Waterloo-Cambridge (the "KW~$~ct)· Wn ro~ Long Term Energy Plan, the 
Government identified the continued need f~a pl:1kiri';?'4ittural gas-fired plant in the-KWC 

0:- '0:: 5' 
Area where demand is growing at more tlf'aff~iCCB:3:be;;pf6vincial rate. 

~* . ~ '/%;'% 
-~ :?r 

The Ministry has determined. that it<iS'1)ru1ilmt mf&necess•~ tu build a simple cycle natural gas-.... «; ~ .,,_, ''0 -.; 

fired power plant that has a n"~yPI~~flpa~i.fy.of approximately 450MW for deployment in the 
···-~- 'b.( "'' KWC Area by [the Sl)rJng of,2014l(tli~~~:&WC Project"). 

fX 0 ~ ~- .,_-;w'Y" 
~ ~ ~ ~:-: 
0~%~.,~-~ 

·~ ~0q. 

Pursuant to a direc'iion d.fred Ailgust 18, 2008 (the "2008 Direction"), the OPA procured from 
/.~ .,~ ~~ 

TransCanada En:?@y Lfd',>("'ffansCanada") the design, construction and operation of a 900MW 
/.d~ ''f. 0 

natur~k~as gerl€"fl!tili'g,statfon in Oakville (the "Oakville Generating Station"). On October 7, 
f@"k' '0 ...-/.::-.' '%:. 

20llji I armo~~ed ~t tlie Oakville Generating Station would not proceed as changes in demand 
d

0 I h .,,, )ff. th Oakv"ll G . . . I an S!;lgp y ave~IA~~ue e 1 e enerating station no onger necessary. 
~ ~ 

ProcureJienoofkitchener-Waterloo-Cambridge Area New Supply 



LEGAL ADVICE- PRIVILEGED AND CONFIDENTIAL- NOT FOR CIRCULATION 

Direction +-------i Formatted: Keep with next 

Therefore, pursuant to my authority under subsection 25.32(4) of the j:le_c(ri~(tyA_ct,_}9J§_,). __ ,-• .. j Formatted: Font: Italic 

direct the OPA to proceed with negotiations with TransCanada related to the KWC Project with 
a view to: 

a) negotiating and executing an implementation agreement which would, among other 
things, provide that the OPA indemnify TransCanada pending the completion of a final 
contract with respect to certain costs that TransCanada must incur ifan'in.service date of 

. -~, ~~ 
the [spring of2014]ts to be met; '~ '"%" 

b) concluding and executing a definitive contract with TransCanada lfqy~-[Junl3(k2011], #? -~ -.-~,.,.... 

which will address the reliability needs described above. 1'/_. f =1'~~- ~0::;. 
:%-' :i'" "% . 

In negotiating this contract, it is anticipated that the OPA mlkho{~ti-egard\tg_}j'j- a reasonable $. '"'"%; -~-;y, ""-:'-'$ 
balance of risk and reward for TransCanada, and (ii) the ciists reas8'~]:>f~~jncurred by TCE with 
respect to the Oakville Generating Station !!ffil']i\1~- ""'"~1]il.~-~~il.OC~~1!'i'fi£tJ:il · 
M~€§~fu~~"'"'<Fria~~~bli~~~hlti~Wf1tlii· tr· 

1lkis ~:·rther ected that the .--· ----------------·---!l'lU'P~--~------·---··---~-------~--«~" ,. " -- ___ ---•%i'o"---- ___ .!?'!'. _____________________ . 
contract provide for an in service date of no later th~. [SJ!rilll;.Of 2014]. 

·-1;., @" -~~ %;/, 
As with all electricity generation projects, proc4):ed iff!\;e, OPA, the KWC Project shall be 
required to undergo all local, municipal ~:&:en.Jfr9~ril~pful approvals to ensure it meets or 
exceeds regulated standards, including th9J~"~{ot~~E ... qu,:fity, noise, odour and vibration. 

--::;;_ -~:~-, ;-.:'%"# 
For greater clarity, the OP,_t is n~-!~cf\U.t~ DY:~ this direction to enter into a contract with 
TransCanada if it is unable":t.\\_re~£h 1fgreem~nt with TransCanada on terms that satisfy the 
requirements of this diryction_#;J~-,_, "-<(( )? 

:f?· ~0 -~, ··~;:..~ ~-<·,_:::_;;;-~-

! further direct that die 20&8-.bfrecti~lhs hereby revoked. 
·:~: -~~~ ~~;:~1{-

.r-;;-, ~ 

j{?i::;;, '1-~~;/ ::::-~. 
!~.0}, '1~~- ·-:.-%; 

This directi'?JY~~,~lll?$_emqtive and binding as of the date hereof. 
jfff./;_ {t. ·:;'~\~ '·t{;{-

r;_ ->~}.. t;. 
-~;::.-. ·-:::~:;-;:JY 

Brad nWgui.~· 
Minister of Energy 



Aleksandar Kojic 

From: 
Sent: 

Sebastiana, Rocco [RSebastiano@osler.com] 
January 17, 2011 6:55PM · · 

To: Susan Kennedy . . . 
Cc: 
Subject: 

Michael Killeall}i; Deborah Langelaan; Ivanoff, Paul; Smith, Elliot 
RE: Ministry of Energy Request 

Attachments: KWC TransCanada Direction 2012 2010- OPA Comments_110105 (3).docx 

Susan, 

Regarding your question about disclosing the OP A letter of October 7 to TCE, I agree with your assessment 
that the October 8 Confidentiality Agreement does not cover this letter. This was quite purposeful. The letter 
does state that the OPA would undertake not to disclose the letter without giving prior notice to TCE. Although 
this statement may be a bit self-serving, it would be prudent to comply with it even though the OP A is 
disclosing it only to the Government of Ontario and TCE probably already does assume that the Government 
has a copy. . 

I wonder whether this letter would constitute Confidential Information under Section 8.1 of the Agreement. If 
so, the OPA may be able to disclose it to the Government under Section 8.l(a) or the OPA's Representative if 
it's for the purpose of assisting the OP A in complying with its obligations _under the Agreement .... perhaps a bit 
of a stretch as the letter is about cancelling the project and terminating the Agreement. 

I know that you did not ask us to review the draft Direction, but we'd like to propose a few suggested revisions 
if there is still an opportunity to make changes to it. I realize that the operative language in page 2 of the letter 
comes from the Minister's Direction on Goreway, but there was some language in the Minister's Direction on 
PEC in lieu of the indemnity language under the implementation agreement that would be preferable. 

Also, we'd like to avoid including any specific language in the Direction around costs incurred by TCE or the 
fmancial value of the SWGTA Contract. We have replaced it with more general language which should 
provide the OPA with the flexibility it needs for assessing the appropriate economic value of the contract for 
the KWC Project, but at the same time, avoiding the language in the October 7 letter being incorporated into the 
Direction and having it come back to bite us in any future litigation. In other words, we have not yet given up 
the fight with TCE that the October 7 letter is a "without prejudice" letter, but if this language becomes part of 
the Direction we may be stuck with it forever. I realize that there needs to be a balance with the OPA being 
able to justify the NRR under the KWC contract, while at the same time protecting the OP A's position in the 
event of future litigation. 

Another addition, is a statement that if the OP A and TCE cannot reach agreement on a contract for the KWC 
Project, the OP A can recover its costs under the implementation agreement. This statement also comes out of 
the PEC Direction. 

Lastly, consider whetherio drop the statement about the KWC Project having to undergo all permitting 
requirements. The statement is not true for all OPA procured projects (e.g., YEC and PEC). Furthermore, it 
would preclude JoAnne's idea of trading some permitting risk for a lower NRR. 

We'd be glad to discuss our suggested changes further with you, if you would like. Regards, Rocco 

From: Susan Kennedy [mailto:Susan.Kennedy@powerauthority.on.ca] 
Sent: Monday, January 17, 2011 4:19PM 
To: Sebastiane, Rocco; Deborah Langelaan; Michael Killeavy 

1 



Cc: Ivanoff, Paul 
Subject: Ministry of Energy Request 

Privileged and Confidential !Solicitor and Client Privilege) 

This email contains privileged legal advice and should not be forwarded to parties outside of OPA. 
Please limit internal circulation. 

In furtherance of getting a directive in connection with the SWGT A/Cambridge matter, we have been asked by 
MEl Legal to provide them with a copy of the October 7'" letter from the OPA to TCE. Specifically, MEl legal 
wants to see the language re " ... the OPA acknowledges that you are entitled to your reasonable damages from 
the OPA, including the anticipated financial value of the Contract." (see attached recurrent draft- Ministry would 
like to go without the two section that are flagged by "comment boxes"). 

MEl legal wants the letter in furtheran9e of getting approval to include the language re "anticipated financial value 
of the Contract" into the directive. 

On my read, the October 7 letter is not subject [retroactively or otherwise] to the "as of' October 8 Confidentiality 
Agreement, so the only obligation on the OPA regarding the October 7 letter is contained in the final sentence of 
the letter itself which requires us to give TCE prior notice before we disclose letter to MEl (my guess is that TCE 
likely assumes Government already has an actual copy of the letter- certainly, folks at the Government knew 
what it said given their involvement in the negotiation thereof). 

Please let me know if I've missed anything. 

Thanks, 

Susan H. Kennedy 
Director, Corporate/Commercial Law Group 
Ontario Power Authority 
T: 416-969-6054 
F: 416-969-6383 
E: susan.kennedy@powerauthoritv.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 present courriel est privll8gi8, confidentiel et 
soumis a des droits d'auteur. II est interdit de l'utiliser au 
de le divulguer sans autorisation. 

****************************************************-********** 
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LEGAL ADVICE- PRIVILEGED AND CONFIDENTIAL- NOT FOR CIRCULATION 

Januarv •· 2011 Deeemeer •, 2QIQ 

Mr. Colin Andersenoo 
Chief Executive Officer 
Ontario Power Authority 
Suite 1600 
120 Adelaide Street West 
Toronto, ON M5H I T1 

Dear Mr. Andersenoo, 
@' %.&. ~
~ @;.,~. 
-~~ ··~.% 

1Jf;; ~ 
'i;;; %-.&; 

Re: Kitchener-Waterloo-Cambridge Area New Supply ,#~~ '.?~ " 
![' %; ~--f!/;.; ~ -~ 

I write in connection with my authority as the Minister ~LEner~ in oi,der ~b exercise the f1'1.0 ~ '0; 
statutory power of ministerial direction that I have in respec.~ili~~J)(fu:i9 p<f~ Authority (the 
"OPA") under section 25.32 of the Electricity Act. 1998 (the~~ct"). ~ ··~~ 

~~ ~- ~ 
"" "' .iii Background ' '%_# 
~ w 

"'· ~/, ~. .. . The 2007 proposed Integrated Power System Plan ferecast;,the<cyeed for an additional gas plant m 
.p, ffr. '0 0 

Kitchener-Waterloo-Cambridge (the "KW%#~J ~In ii>Jll' Long Term Energy Plan, the 
Govermnent identified the continued need ~a p{iikin~atural gas-fired plant in the---KWC 

• . ,////,.., :~. '%., • • 
Area where demand IS growmg at more tl:ian~.:t)ytce;ilie~proVInctal rate. 

'0~ -~ ''W4? 
The Ministry has determine% that irjS~p~~!)j ~ttnecessary to build a simple cycle natural gas
fired power plant that has a n"iih.Jepl~te,.&fpaFily;of approximately 450MW for deployment in the 

"'''"' '<if' ~· KWC Area by [the sprjng of~201ll;]_,(tn«;:r<~ C Project") . .w- .,,_ ~ ~ ·4:?--..?:i 
~ ... ~ ~ ~~ 
~ -~ ~- ?:-0 
~ '%~ '~.$ 
-~ ~ 

Pursuant to a direc'ifii!l, d:ifed Alrgust 18, 2008 (the "2008 Direction"), the OPA procured from 
~ ' ' ' ' . TransCanada Energy Ltdi;£"TTansCanada") the design, constructiOn and operatiOn of a 900MW 

naturljlzQas {ffifeilltif;."g;!!t~Jbn in Oakville (the "Oakville Generating Station"). On October 7, 
~,(.& % "0: ~-- . • • . 

201\lf I annoi1!J,ced ~,at ihe Oakville Generatmg Station would not proceed as changes m demand 
and ~fply ha~&lJ.t~e the Oakville Generatings£tation no longer necessary. 

~ ~ 
""-· 4r'· !Cb'd NSI Procuremeht'& ·"Kttchener-Water oo- am rt ge Area ew upp y 

l .... , .................................. , ......................... ······················· 

"-:.1 ·-. . 
',···~· 

.-. . ~ ' 

'··-



LEGAL ADVICE- PRIVILEGED AND CONFIDENTIAL- NOT FOR CIRCULATION 

Direction 

Therefore, pursuant to my authority under subsection 25.32(4) of the .f':le.ctlj"-ity_4_ct,..J.?J~,J-/··l Fo~matted: Font: Italic 

direct the OPA to proceed with negotiations with TransCanada related to the KWC Project with • · 

a view to: 

a) negotiating and executing an implementation agreement which may,weuk!, among other 
things, require pFeviEie that the OPA provide indemnify TransCanada with certain 
interim financial guarantees or recoverable assistance pending the$oni]JJetion of a final 

~ 4i 
contract with respect to certain costs that TransCanada must inCUr;;:;foft.work on the 

h';r.: ''% 

project during the course of the negotiations. but before the contracf il~exed'fitecb- if an 
~~'l~ ·-:;;: .,_., 

in:-Service date of the [spring of2014] is to be met; and if 't""· "'\. 
~ ;:;..-.y, /,~ 

b) concluding and executing a definitive contract with Tnms<;;~nacla jjY [~.!/ne 30, 2011], 
which will address the reliability needs described .''vdf 

In negotiating this contract, it is anticipated that the,;,OP A wrr"'.J""''e 
balance of risk and reward for TransCanada, and (ii) 

········------··········--------------------···· --------------------- --------· ----···- ---------------1 Formatted: Font: Bold 

clori\;Y'1•he OPA is not required by this direction to enter into a contract with 
nans<~arla~~tiJ:t" it is unable to reach agreement with TransCanada on terms that satisfy the 
requirements of this direction. In such event. it is understood that the OPA may seek to recover 
its costs. if any. relating to the implementation agreement by using its statutory authority for cost 
recovery. 

I further direct that the 2008 Direction is hereby revoked. 



LEGAL ADVICE- PRIVILEGED AND CONFIDENTIAL- NOT FOR CIRCULATION 

This direction shall be effective and binding as of the date hereof. 

Brad Duguid 
Minister of Energy 



Aleksandar Kojic 

From: 
Sent: 
To: 
Subject: 
Attachments: 

Susan Kennedy 
January 20, 2011 4:41 PM 
Michael Killeavy; Michael Lyle; JoAnne Butler; Deborah Langelaan 
Revised draft KWC directive 
KWC TransCanada Direction 20 12 2010- OPA Comments_110120.docx 

I've been going back and forth with the Ministry on a draft MEl directive. Latest from Ministry Legal is that MO is not 
amenable [at all] to the following paragraph(s): 

"In negotiating this contract, it is anticipated that the OP A will have regard to (i) a reasonable balancing of risk 
and reward for TCE, and (ii) the costs reasonably incurred by TCE with respect to the Oakville Generating 
Station and the financial value of the SWGTA Contract to assess the appropriate economic value of the KWC 
Project. It is further expected that the contract provide for an in service date of no later than [spring of2014]." 

or 

"In light of the foregoing, the Ministry of Energy has concluded that it is prudent to negotiate a contract with 
TransCanada for the KWC Project in lieu of the Oakville Generating Station. The Ministry of Energy has had 
disc:ussions with TransCanada regarding such a project." 

It was articulated as "nothing about costs". 

In light of this, I've changed the language somewhat to hopefully give us the latitude we need to factor in SWGTA 
termination costs in the KWC negotiations. Please see attached draft. 

1 



LEGAL ADVICE- PRIVILEGED AND CONFIDENTIAL- NOT FOR CIRCULATION 

January •, 2011 

Mr. Colin Andersen 
ChiefExecutive Officer 
Ontario Power Authority 
Suite 1600 
120 Adelaide Street West 
Toronto, ON MSH 1 T1 

Dear Mr. Andersen, 
f/J'· ;"':'0'. . 
~ -;r.t_, 
~~ ~ 
·W0- ~ 

. . ' ~ . Re: Kitchener~ Waterloo-Cambr1dge Area New Supply :ffoi:'¥. ::-;;~-- · 17 
· 

¥. ;) //% 

I ... 'th th' hM'' ~Jr.'~"". th wnte m connection WI my au onty as t e mister o nerl:iW· m oruer ~l0 exercise e 
statutory power of ministerial direction that I have in respe~{f?~Q.{fktj_.p P~~ Authority (the- ·· 

. ~- ~ ~ "OPA") under sectiOn 25.32 of the Electriciry Act, 1998 (the 'Act"). "ft '% 
~- -~~ ~ 

'% '"' .# Background '%-%-~ ~, 

.-, ~~ 
The 2007 proposed Integrated Power System Plim f6.fecasJ;,thiitneed for an additional gas plant in 

0. . ~~ '"ij 

Kitchener-Waterloo-Cambridge (the "KW~~e~;2· '%,1n ~lll' Long Term Energy Plan, the 
Government identified the continued need fo,(,gea!&n,~ W.tfiral gas-fired plant in theKWC Area 
where demand is growing at more than ~tf!~:tlte ~rovin6i"a.I rate. 

~~ '%; 91y;{% 
~ ~ 

The Ministry has determined. that it'is'jl,J:u'ifent rufa,necessary to build a simple cycle natural gas-
-.-0 ~ % ~ 

fired power plant that has a n"~~;_!'l'i$1f-c:fpafi(j,of approximately 450MW for deployment in the 
KWC Area by [the spring ot:ZOY4JJtli<};;Kowc Project"). &'" '// % "-:':;; --'/.W.JP' 

~ 0: ~/, ~'i; 
Pursuant to a directRi~n · ated A:itgus]i'8, 2008 (the "2008 Direction"), the OPA procured from 

-~- '1'~ ·W.@-' 
TransCanada Energy f<f:/"Tr>i!lSCanada") the design, construction and operation of a 900MW ?!fk ·;};. ~ 
natural gas gene~@nW"'\;ati6v,,Jn'Oakville (the "Oakville Generating Station"). On October 7, 
2010, I announce:P1hat tfi'e~Oabille Generating Station would not proceed as changes in demand 

W"'»% -~ "/ 
and •lfp'-ply nave nladefue Oakville Generating Station no longer necessary. 
~ ~ -~ ""/ 

~ ~- ~-
Procffrement of•&itcl\ener-Waterloo-Cambridge Area New SuPPly 

.,~~ . k 

In light tf<~~oregoing, the Ministry of Energy has concluded that it is prudent to negotiate a 
contract with TransCanada for the KWC Project in lieu of the Oakville Generating Station. The 
Ministry of Energy has had discussions with TransCanada regarding such a project. 



LEGAL ADVICE- PRIVILEGED AND CONFIDENTIAL- NOT FOR CIRCULATION 

Direction 

Therefore, pursuant to my authority under subsection 25.32(4) of the Electricity Act, 1998, I 
direct the OPA tq proceed with negotiations with TransCanada related to the KWC Project with 
a view to: 

a) negotiating and executing an implementation agreement which may, among other things, 
require .that the OPA provide TransCanada with certain interim financial guarantees or 
recoverable assistance pending the completion of a final contract Wth "'f~Fi"Pect to certain 

th da . c k th . d ·"' '%; f costs at TransCana must mcur 10r war on e proJect urm~l9Je C_~urse o the 
negotiations, but before the contract is executed, if an in-service dafl"'t>.1 th.i"'(spring of f1P4: % ."/-/ 
2014) is to be met; and .. lf ~~ <% 

b) concluding and executing a definitive contract with Trans<:;~ada (ri;l~~ 30, 2011], 
which will address the reliability needs described iif0, ''%:;} 

~« 

In negotiating this contract, it is anticipated that 
balance of risk and reward for TransCanada, in the 

~ 
regard to a reasonable 

u.~;,piU<u•• termination of the 
contract for the Oakville Generating Station, in aS!;ez;,1.~l!J 
contract for the KWC Project. It is further .Xj)e~tea ~t!'"'"''?ntra•ot 
date of no later than [spring of2014]. 

recovery. 

I 

Brad Duguid 
Minister of Energy 

OF'k,iS!inoti!t~qujted by this direction to enter into a contract with 
ag!'ee<me<nt with TransCanada on terms that satisfy the 

it is understood that the OPA may seek to recover 
!Jlti'ir~pllerr>enttation agreement by using its statutory authority for cost 



Aleksandar Kojic 

From: 
Sent: 
To: 

Michael Killeavy 
January20, 2011 5:13PM 
'RSebastiano@osler.com' 

Subject: Fw: Revised draft KWC directive 
Attachments: KWC TransCanada Direction 20 12 2010- OPA Comments_110120.docx 

FYI .... I am really concerned about this. 

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.killeaw@powerauthority.on.ca 

From: Susan Kennedy 
Sent: Thursday, January 20, 2011 04:40 PM 
To: Michael Killeavy; Michael Lyle; JoAnne Butler; Deborah Langelaan 
Subject: Revised draft KWC directive 

I've been going back and forth with the Ministry on a draft MEl directive. Latest from Ministry Legal is that MO is not 
amenable [at all] to the following paragraph(s): 

"In negotiating this contract, it is anticipated that the OP A will have regard to (i) a reasonable balancing of risk 
and reward for TCE, and (ii) the costs reasonably incurred by TCE with respect to the Oakville Generating 
Station and the financial value of the SWGTA Contract to assess the appropriate economic value of the KWC 
Project. It is further expected that the contract provide for an in service date of no later than [spring of2014]." 

or 

"In light of the foregoing, the Ministry of Energy has concluded that it is prudent to negotiate a contract with 
TransCanada for the KWC Project in lieu of the Oakville Generating Station. The Ministry of Energy has had 
discussions with TransCanada regarding such a project." 

It was articulated as "nothing about costs". 

In light of this, I've changed the language somewhat to hopefully give us the latitude we need to factor in SWGTA 
termination costs in the KWC negotiations. Please see attached draft. 

1 



LEGAL ADVICE- PRIVILEGED AND CONFIDENTIAL- NOT FOR CIRCULATION 

January •, 2011 

Mr. Colin Andersen 
ChiefExecutive Officer 
Ontario Power Authority 
Suite 1600 
120 Adelaide Street West 
Toronto, ON MSH I T1 

Dear Mr. Andersen, 
~ ·:;~ 
~~2.@7, 
~/, ~ . ·'.(~ ~_@; 

Re: Kitchener-Waterloo-Cambridge Area New Supply ~,;~~% ~ 
:y; .. ~ ·0 

. . . . . .. ~---~%~*-~/. 
I wnte m connection with my authonty as the Mmtster oLEner~ m ot:aer fto exercise the 

..... -. -~# ... -~//-1. 
statutory power of mimstenal directiOn that I have m respec@'f the'G);ltatw PoWer Authonty (the 

-~ -~- --~ 
"OPA") under section 25.32 of the Electricity Act, 1998 (the ~.ct"). ~ 't;, 

~ ~ ~ 
Background ~- ~ff 

~ ;y .. ~ ~ 
The 2007 proposed Integrated Power System Plan forecasl:othe<need for an additional gas plant in 

. 1; • ffT: %:; '>"q 
Kitchener-Waterloo-Carnbridge (the ''KW(i;~e~J tin WJ.lf Long Term Energy Plan, the 
Government identified the continued need fo~.JleaRri),~ "ira!lirai gas-fired plant in theKWC Area 
where demand is growing at more than ~C&the ~roviJI~'i-ai rate. 

1(~ ''%;:, '0~ 
~ -~ 

The Ministry has detennine4,that i}gii'.Pt,uif~J arl'&necessary to build a simple cycle natural gas-
fired power plant that has a n"itiuep~i{te.iil'pa"ft}<,ofapproximately 450MW for deployment in the 

""'"'~4'. ~..:r k 
KWC Area by (the spring of;i2014,J..( ·<}~~}VC Project"). &· '// ~ -~ "&/ 

~ (7, ~ j* 
Pursuant to a directi8'~afe~XU~~-s, 2008 (the "2008 Direction"), the OPA procured from 
TransCanada Energy ftd\{"Tfii!J:!!C~ada") the desigo, construction and operation of a 900MW 
natural gas gene~;{~g:~!ati'B~j;--Oakville (the "Oakville Generating Station"). On October 7, 
2010, I announced1''1\!at ~;Oakville Generating Station would not proceed as.changes in demand 

w//% "'?:: ·" 
and supply have riladci"iJ}e Oakville Generating Station no longer necessary. ?ff '%; ·-:;~ , ... 

~ ~- ~ Prodlrement of'Kitcfiener-Waterloo-Cambridge Area New Supply 
. ---~, ~ 

·«-, !fj 
In light o'f:t)jy)foregoing, the Ministry of Energy has concluded that it is prudent to negotiate a 
contract with TransCanada for the KWC Project in lieu of the Oakville Generating Station. The 

·Ministry of Energy has had discussions with TransCanada regarding such a project. 

···:.:·. 



LEGAL ADVICE- PRIVILEGED AND CONFIDENTIAL- NOT FOR CIRCULATION 

Direction 

Therefore, pursuant to my authority under subsection 25.32(4) of the Electricity Act, 1998, I 
direct the OPA to proceed with negotiations with TransCanada related to the KWC Project with 
a view to: 

a) negotiating and executing an implementation agreement which may, among other things, 
require that the OP A provide TransCanada with certain interim financial guarantees or 
recoverable assistance pending the completion of a final contract W"th f~spect to certain 
costs that TransCanada must incur for work on the project duriJ'&" thf"l:ourse of the 

~: '•ij; 

negotiations, but before the contract is executed, if an in-service datcfOf th~Is_pring of 
@%; -~~- .w 

2014] is to be met; and f ~)~> ~__...%~-
b) concluding and executing a definitive contract with I'rar•s<;:~••da by [June 30, 2011], 

0 %'"' 
which will address the reliability needs described %.-"-,_(: 

In negotiating this contract, it is anticipated that to a reasonable 
balance of risk and reward for TransCanada, in the ui:~'V'u'u"' termination of the 
contract for the Oakville Generating Station, in asse~~ng ih\~, aJlprojllnalle 
contract for the KWC Project. It is further provide for an in service 
date of no later than [spring of2014]. 

For greater clarity, OI' ~;•{gi;.w)fCt~5l~j•fed by this direction to enter into a contract with 
;\h,n•hl with TransCanada on terms that satisfY the 

Brad Duguid 
Minister of Energy 

it is understood that the OPA may seek to recover 
jhci''itnpllenle"'tation agreement by using its statutory authority for cost 



Aleksandar Kojic 

From: Susan Kennedy 
Sent: January 21, 2011 4:57 PM 
To: 
Cc: 

Michael Killeavy; Michael Lyle; JoAnne Butler; Deborah Langelaan 
'RSebastiano@osler.com' 

Subject: 
Attachments: 

RE: Revised draft KWC directive 
Blackline.docx 

This time with attachment- apologies. 

Susan H. Kennedy 
Director, Corporate/Commercial Law Group 

From: Susan Kennedy 
Sent: January 21, 2011 3:51 PM 
To: Susan Kennedy; Michael Killeavy; Michael Lyle; JoAnne Butler; Deborah Langelaan 
Cc: 'RSebastiano@osler.com' 
Subject: RE: Revised draft KWC directive 

Further to the below, I've had a request from MEl to get them something as soon as possible. I've followed up and said 
"today if I can" and "Monday at the latesf'. With a view to meeting that timeline, I am putting out a call for 
comments/inputs/suggestions. 

In case it is helpful, I've attached a blackline which compares the version I circulated per the below email to the version 
MEl sent over (i.e. the version we've been editing from). 

As some additional colour, I note that I have been told that the MO does not even want the following language in the 
directive, "In negotiating this contract, it is anticipated that the OPA will have regard to a reasonable balance of risk and 
reward for TransCanada ... " When I was drafting I wasn't feeling creative enough to do without this but if someone can 
figure out a way to eliminate it (while still giving us appropriate negotiating parameters), I'd welcome the suggestion. 

In order to meet the Monday deadline (I expect if I don't get it to them by noon, there will be some panic), I'd appreciate 
receiving comments by 1 OAM on Monday. 

Many thanks, 

Susan H. Kennedy 
Director, Corporate/Commercial Law Group 

From: Susan Kennedy 
Sent: January 20, 2011 4:41PM 
To: Michael Killeavy; Michael Lyle; JoAnne Butler; Deborah Langelaan 
Subject: Revised draft KWC directive 

I've been going back and forth with the Ministry on a draft MEl directive. latest from Ministry legal is that MO is not 
amenable [at all] to the following paragraph(s): 

"In negotiating this contract, it is anticipated that the OPA will have regard to (i) a reasonable balancing of risk 
and reward for ICE, and (ii) the costs reasonably incurred by ICE with respect to the Oakville Generating 
Station and the fmancial value of the SWGIA Contract to assess the appropriate economic value of the KWC 
Project. It is further expected that the contract provide for an in service date of no later than [spring of2014]." 

or 

1 



"In light of the foregoing, the Ministry of Energy has concluded that it is prudent to negotiate a contract with 
TransCanada for the KWC Project in lieu of the Oakville Generating Station. The Ministry of Energy has had 
discussions with TransCanada regarding such a project." 

It was articulated as "nothing about costs". 

In light of this, I've changed the language somewhat to hopefully give us the latitude we need to factor in SWGTA 
termination costs in the KWC negotiations. Please see attached draft. 

2 



LEGAL ADVICE- PRIVILEGED AND CONFIDENTIAL- NOT FOR CIRCULATION 

Deeemeer •· 20 I 0 

January •· 2011 

Mr. Colin f.J'!ElefsenAndersen 
ChiefExecutive Officer 
Ontario Power Authority 
Suite 1600 
120 Adelaide Street West 
Toronto, ON M5H I T1 

~· ''%.& 
~ 1r4 .. "o/2@," ~~ 
% ~-.h 't; ~.@ 

Dear Mr.l.d'lElet=seaAndersen. A ?q4: 
{f ~ "" /~ ;; ff"'/..;;, ~, 

Re: Kitchener-Waterloo-Cambridge Area New Supply ~ -;J:. ~ ~ . 
fE.. .%.'~ ~~ ~hit 

I write in connection with my authority as the Minister ilf, Enei~ fit0..qrder to exercise the 
statutory power of ministerial direction that I have in"f'~J'ect of~~ On~io ... Power Authority (the 
"OPA") under section 25.32 of the Electricity Act, 1998 \tl)g "Ace·rr;.,Jff 

/-'' "' .-) £?-'~:: % Background % ;;g· ~ ~~ 
~ ffJJ;r.. ~ 

%. /;,._,. /'0-,,.. ~- ~ • • • 
The 2007 proposed Integrated Power Systeffi~k,an fo~s"<;ast;tfie need for an additiOnal gas plant m 
Kitchener-Waterloo-Carnbridge (the "K,'lY. ,C Aiea"). "%In our Long Term Energy Plan, the 

*'"""~ ,,..~ ' ' . 
Government identified the continuec¥~1ieed%;-;f.or~R'Ppeaking natural gas-fired plant in the 

"//,. ~" 
KWGtheKWC Area where demandjs'-gr.o$ing at'fnore than twice the provincial rate . . ,~ ~/!. .,"/~ 

The Ministry has de~;r~inedj~~TSl;e.~~t and necess~ to build a simple cycle natura~ gas
fired power plant that-Jlas,a nameplate capacity of apprmamately 450MW for deployment m the .. ~ ~ .. ~, ~ 
KWC Area by [the spring'oQOl!j (tlle "KWC Project"). 

¥=%-, ~ z.-w· . . 
~ ~ 

Pursuant to a direcil6!J, d.ited Ail'gust 18, 2008 (the "2008 Direction"), the OPA procured from 
TransCanada En~~y {fa~:.{~fl•ansCanada") the design, construction and operation of a 900MW 
natur~k"as ,~i§r\lt~g,_Jtatfon in Oakville (the "Oakville Generating Station"). On October 7, jjJY..:e 'X, ~ ~". • • • • 
201~1 anno~ced 1\iat the Oakville Generatmg Statton would not proceed as changes m demand 

d "'-Jh"''~hOkv'llG' ·s· I an s-ggp y ave~.IJ!~ ... ae t e a 1 e enerating statieft tat10n no anger necessary. 
~ ~ ~;, & 

Procurerifent;Of'Kitchener-Waterloo-Cambridge Area New Supply 

In light of the foregoing, the Ministry of Energy has concluded that it is prudent to negotiate a 
contract with TransCanada for the KWC Project in lieu of the Oakville Generating Station. The 
Ministry of Energy has had discussions with TransCanada regarding such a project. 



LEGAL ADVICE- PRIVILEGED AND CONFIDENTIAL- NOT FOR CIRCULATION 

Direction ._. ___ ., __ Formatted: Keep with next, Keep 
lrnes together 

Therefore, pursuant to my authority under subsection 25.32(4) of the Electricity Act, 1998, I+···:·"{ Formatted: Keep with next 

direct the OPA to proceed with "negotiations with TransCanada related to the KWC Project with 

a view to: 

a) negotiating and executing an implementation agreement which weak!may, among other+ ... ,,. 

things, JlFO':iEie require that the OPA inEiemmfy provide TransCanada with certain interim 

fi~ancial guarantees _or recoverable assistance pendi~g the completj.gn 5'~~~n-al contr_act 
Wlth respect to certrun costs that TransCanada must mcur for work oh.the'6rmect dunng 
the course of the negotiations. but before the contract is executed. if :Jf1h7:-serlijcepate of 

. W0,, ''%; -·.-:"' 
the [spring of2014] IS to be met; and . ~: --~ 71~:, 

b) concluding and executing a definitive contract with TrausC.l'li:acta oy·""'t;Ju.:"~ 30, 2011], . &:: ·..;;,z ·v-, z-,~ 

which will address the reliability needs described abo/e:~:?~;;;:-Y; ·-~~- '1;,~;::/f 
-~~-- -~ ·?;:-~ 

'% ~ '0, 

In negotiating this contract, it is anticipated that the,,OP A wflJ;,)tave "fegJa to (it-a reasonable 
• • • c 

balance of risk and reward for TransCanada, anEI 'fii)in the '\~~Feasonabl~· inol!ffeEI by 
'" ·wJ TFansCanacla with Fespeet tocontext of the mutual termiri1ition of ttre contract for the Oakville 

Generating Station-:-. in assessing the aooroprli:ite e&~;&ic ·zy~lue of the contract for the KWC 
Proiect. It is further expected that the ~~r:qyid~/!jan., in service date of no later than 
[spring of2014]. , "-,,, - j 

·::{": 

recovery. /,J.J'l;::·. -: 
//.:.-.:::9.-. :f, .... ·%':~::;. . 
.j'~"" ·;;, '-{•, 

I fut}her directthat tile Direction is hereby revoked. 
~~- '<'-:;;;-__.,._. _.§. -:;,.., -:_:;;:;,-w . 

This di)-_!lctio~n iha11 be effective and binding as of the date hereof. 
~"%-~--- {! 

-..~·:;;-,:;--

l 
Brad Duguid 
Minister of Energy 

;:-
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Aleksandar Kojic 

From: 
Sent: 
To: 
Subject: 
Attachments: 

Importance: 

Deb, 

Michael Killeavy 
January 24, 2011 10:21 AM 
Deborah Langelaan 
FW: Directive 
RE: Directive Blackline; Directive Blackline; Draft Directive 

High 

Can you plea~e send John an email letting him know that the 7 October 2010 letter will be shared with the Ministry. 

Michael 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
120 Adelaide Street West, Suite 1600 
Toronto, Ontario 
MSH 1Tl 
416-969-6288 
416-520-9788 (CELL) 
416-967-1947 (FAX) 

From: Susan Kennedy 
Sent: January 24, 201110:17 AM 
To: Michael Killeavy; JoAnne Butler; 'Sebastiana, Rocco' 
Cc: Michael Lyle 
Subject: Directive 
Importance: High 

Attached, fyi, is what I just sent to MEl legal- sorry for the jam but Craig Maclennan gave ME! legal 30 minutes to get 
him a draft, so we were very much in rush mode. 

Based on input from Rocco, I reverted to the earlier language regarding taking into account "costs or damages" (on the 
theory that the most conservative ask was the best way to go). 

Having said that, I have been told by ME! legal that the MO is dead set against any reference to costs, so we need to be 
prepared to deal with being told they won't do it. 

On a related note, could one of Michael or Deb Jet TCE know that we are sharing the October 7 letter with MEl, I need to 
get it over to them ASAP in order to support the ask for the cost reference(s). 

Thanks. 

Susan H. Kennedy 
Director, Corporate/Commercial Law Group 
Ontario Power Authority 
T: 416-969-6054 
F: 416-969-6383 

1 
·.···• .. 



E: susan.kennedy@powerauthority.on.ca 
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Aleksandar Kojic 

From: 
Sent: 
To: 
Subject: 

Susan Kennedy 
January 24, 2011 10:12 AM 
'Calwell, Carolyn (MEl)' 
RE: Directive Blackline 

Further to the below, I could not find language that got us comfortable that we could factor in Oakville cost in negotiating 
for a Cambridge plant unless directed to do so. My attempts to include language along the lines of "taking into account 
the context of the negotiations" just didn't get us there from a comfort perspective. 

I have confirmed I can send you the October letter. We just need to give TCE prior notice that we are doing so. 

Susan H. Kennedy 
Director, Corporate/Commercial Law Group 

From: Susan Kennedy 
Sent: January 24, 201110:10 AM 
To: 'Ca/we/1, Carolyn (MEI)' 
Subject: Directive Black/ine 

Attached. 

Susan H. Kennedy 
Director, Corporate/Commercial Law Group 
Ontario Power Authority 
T: 416-969-6054 
F: 416-969-6383 
E: susan.kennedy@powerauthoritv.on.ca 

1 



Aleksandar Kojic 

From: 
Sent: 
To: 

Michael Killeavy 
January 25, 2011 9:23AM 
Susan Kennedy 

Subject: 
Attachments: 

Fw: TransCanada - Ontario Power Authority - Implementation Agreement 
lA Cambridge (draft Jan 24, 2011 v3).doc 

Importance: High 

FYI ..• 

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.killeavv@powerauthority.on.ca 

From: Deborah Langelaan 
Sent: Monday, January 24, 2011 04:47 PM 
To: Michael Killeavy; Sebastiane, Rocco <RSebastiano@osler.com>; 'Smith, Elliot' <ESmith@osler.com> 
Subject: FW: TransCanada - Ontario Power Authority -Implementation Agreement 

Drum roll please ..... attached is the draft Implementation Agreement. 

TCE is asking if we still want to meet tomorrow at 3:00 p.m. to discuss or if we require more time to review? Please let 
me know what your preference is. 

Thanks, 
Deb 

Deborah Langelaan I Manager, Natural Gas Projects I OPA I 
Suite 1600-120 Adelaide St. W. I Toronto, ON MSH 1Tl I 
T: 416.969.6052 I F: 416.967.19471 deborah.langelaan@powerauthority.on.ca 1 

From: John Mikkelsen [mailto:john mikkelsen@transcanada.com] 
Sent: January 24, 2011 4:41PM 
To: Deborah Langelaan 
Cc: Terry Bennett; Geoff Murray; John Cashin 
Subject: TransCanada - Ontario Power Authority -Implementation Agreement 

Deborah, 

Attached please find attached draft Implementation Agreement for the Potential Project. 

Best regards, 

1 



John Mikkelsen, P.Eng. 

Director, Eastern Canada, Power Development 

TransCanada 

Royal Bank Plaza 
200 Bay Street 
24th Floor, South Tower 
Toronto, Ontario MSJ 2J1 

Tel: 416.869.2102 

Fax:416.869.2056 

Cell:416.559.1664 

This electronic message and any attached documents are intended only for the named addressee(s). This 
communication from TransCanada may contain information that is privileged, confidential or otherwise 
protected from disclosure and it must not be disclosed, copied, forwarded or distributed without authorization. 
If you have received this message in error, please notify the sender immediately and delete the original 
message. Thank you. 

2 
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TCE Draft- January 24, 2011 

WITH PREJUDICE 

IMPLEMENTATION AGREEMENT 

between 

TRANSCANADA ENERGY LTD. 

and 

ONTARIO POWER AUTHORITY 

This IMPLEMENTATION AGREEMENT (the "Agreement"), effective as of •, 2011, is by and 
between (a) TransCanada Energy Ltd. ("TCE"), a Canadian corporation, and (b) the Ontario Power 
Authority, a statutory corporation established under Part ll.l and Part ll.2 of the Electricity Act, 1998 
(Ontario) (the "OP A"), which are sometimes collectively referred to herein as the "Parties" or singularly 
as a "Party". 

WHEREAS the OPA and TCE executed the Southwest GTA Clean Energy Supply (CBS) 
Contract (the "Original Contract") dated October 9, 2009 for a power generation facility (the "Facility") 
to be built and operated by TCE in Oakville, Ontario; 

AND WHEREAS TCE had entered into contracts and expended funds to develop the Facility; 

AND WHEREAS by letter dated October 7, 2010, the OPA advised TCE that it would not 
proceed with the Original Contract and directed TCE to cease all further work and activities in connection 
with the Facility; 

AND WHEREAS the OP A and TCE entered into a Confidentiality Agreement dated effective as 
of October 8, 2010 (the "Confidentiality Agreement") (a copy of which is attached as Exhibit I); 

AND WHEREAS in accordance with the OPA's letter of October 7, 2010, the OPA and TCE 
have been working cooperatively to identizy other generation projects; 

AND WHEREAS in its 18-Month Outlook Update (December 3, 2010), the Independent 
Electricity System Operator ("IESO") confirmed the need for a peaking natural gas-fired power plant in 
the Kitchener-Waterloo-Cambridge area; 

AND WHEREAS the OP A and TCE have been discussing the potential development of a simple 
cycle natural gas-fired power generation project in the Kitchener-Waterloo-Cambridge area having an 
approximate Season 3 (as defined in the Original Contract) contract capacity of450 MW (the "Potential 
Project"); 

. AND WHEREAS the OP A has delivered to TCE and MPS Canada Inc. an Acknowledgement 
dated December 17, 2010 and has delivered to TCE an Acknowledgement dated • (copies of which are 
attached as Exhibit IT), and may at a future date designate specified information as confidential or highly 
confidential for the purposes of Section 17 of the Freedom of Information and Protection of Privacy Act 
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and provide additional acknowledgements of such designations (existing and future acknowledgements 
collectively referred to as the "Acknowledgements"); 

AND WHEREAS the OPA and TCE entered into a letter agreement dated December 21, 2010 
regarding the Potential Project (the "MOU") (a copy of which is attached as Exhibit III); 

AND WHEREAS on •, 2011, the Minister of Energy of Ontario issued a directive (the 
"Directive") to the OPA (a copy of which is attached as Exhibit IV) to continue negotiations with TCE 
related to the Potential Project, with the view to concluding and executiog a defmitive contract for the 
Potential Project by June, 2011, which will address the system needs described above; 

(NTD: TCE and the OP A to discuss what the expectation is vis a vis the timing and content of the 
Directive.] 

AND WHEREAS the OPA and TCE desire to enter into an agreement setting forth the process 
for expediting TCE's development and construction of the Potential Project prior to finalizing the 
Contract (as defmed herein); 

NOW THEREFORE, io consideration of the agreements, premises and mutual covenants 
contained herein and other good and valuable consideration (the receipt and sufficiency of which are 
hereby acknowledged), TCE and the OP A agree as follows: 

ARTICLE I 
TERM OF AGREEMENT 

1.1 Unless extended by mutual written agreement of the Parties, and subject to earlier terrnioation as 
set forth io Sections 1.2, the term of this Agreement (the "Term") shall be from the effective date 
hereof until the earlier of(i) 5:00PM (Toronto time) on June 30, 2011 and (ii) execution and 
delivery by the Parties of the Contract. 

1.2 This Agreement may be terminated at any time by mutual agreement of the Parties. 

1.3 Notwithstanding termination of this Agreement by effluxion of time or otherwise as provided 
herein, the provisions of Sections 2.3, 2.4, 2.5, 3.3(a), 3.3(b), 6.1 and 6.2 and Articles V and VII 
shall survive if the Contract is not executed and delivered by the Parties; whereas if the Contract 
is executed and delivered by the Parties, only Sections 6.1 and 6.2 shall survive, unless otherwise 
set forth io the Contract. 

ARTICLE IT 
COMMITMENTS 

2.1 TCE hereby covenants and agrees to proceed during the Term with the development of the 
Potential Project, with a target of achieviog commercial operation by [December 31, 2015] and 
being registered and available as a dispatchable facility with the IESO by [December 31, 2015]. 
[NTD; to be discussed re permit risk.] 

2.2 During the Term, the Parties covenant and agree to negotiate io good faith and to use their 
commercially reasonable efforts to execute an agreement (the "Contract") on the basis described 
io the Directive, the MOU and this Agreement for the development, construction and operation of 
the Potential Project and on terms and conditions acceptable to each of the Parties, acting 
reasonably. The Parties further covenant and agree that upon the execution and delivery of the 
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Contract, they will terminate the Original Contract. For greater certainty and without limiting the 
generality of the foregoing, the Parties acknowledge and agree that: 

(a) The Potential Project shall meet the Technical Design Requirements set out in 
Schedule A; 

(b) The Contract shall be based on the form of the Northern York Region Peaking 
Generation Contract (the "NYR Contract") and shall include tbe additional terms set out 
in Schedule B and such other terms as may be required by this Agreement; 

(c) The process for the good faith negotiations is set out in Schedule C; 

provided that if, after negotiating in good faith, the Parties cannot agree on the appropriate 
amount to be the "Net Revenue Requirement", the O&M payment or any other variable to be 
included in Exhibit B of the Contract or any changes that should be made to the NYR Contract, 
the Parties shall be deemed to have negotiated the terms of the Contract in good faith and used 
commercially reasonable efforts. 

2.3 In the event that the Parties do not enter into the Contract prior to the end of the Term, unless 
such event is the result of TCE not having negotiated the terms of the Contract in good faith or 
TCE not having used its commercially reasonable efforts to execute and deliver a Contract in the 
form that was negotiated and agreed by the Parties' respective negotiating teams, subject to 
Section 3.1 (a), the OP A hereby indemnifies and holds TCE harmless against, and agrees to 
reimburse TCE for, all costs and expenses TCE reasonably incurs in undertaking its obligations 
pursuant to this Agreement as set forth in ScheduleD hereto (as such Schedule may be revised 
from time to time in accordance with Section 3.1, all as more particularly described in Article ill 
hereof), except that TCE shall not be entitled to indemnification for any particular costs and 
expenses incurred in terminating any commitments included in ScheduleD to the extent that TCE 
has not used its commercially reasonable efforts to mitigate such costs and expenses following 
the end of the Term. At the request of the OPA, TCE shall, 

(a) 

(b) 

(c) 

(d) 

provide copies of all work product, the cost and expense for which the OPA has 
reimbursed TCE or its affiliates pursuant to the indemnity herein (the "Indemnified 
Work Product"); 

grant to the OPA a license to use that portion of the Indemnified Work Product that does 
not constitute confidential information of TCE or any third party or is not otherwise 
proprietary with respect to the Potential Project; 

upon the future productive use by TCE of any portion of the Indemnified Work Product, 
reimburse the OP A for the indemnified cost related to that portion of the Indemnified 
Work Product; and 

to the extent that Indemnified Tangible Goods (as defmed below) are assignable, transfer, 
assign or deliver Indemnified Tangible Goods to the OPA, without further liability of the 
OP A save and except for its. assumption of any liabilities associated with such 
Indemnified Tangible Goods after the date of such transfer, assignment or delivery; for 
the purposes hereof "Indemnified Tangible Goods" includesTCE's or its affiliates' 
right, title and interest in and to any tangible goods, materials and equipment, the costs 
and expenses relating to which the OPA has reimbursed TCE or its affiliates pursuant to 
the indemnity herein. 
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For greater certainty, the Parties acknowledge and agree that (A) there is no intention that 
pursuant hereto TCE would transfer to the OP A any real property, intellectual property, 
processes, copyright, licences, permits or approvals or confidential proprietary information and 
work product; and (B) the OPA's obligation to indemnify TCE shall not exceed the aggregate of 
the Cap Amount, as hereafter defmed. · 

The OPA also acknowledges that the Indemnified Work Product and Indemnified Tangible 
Goods are being prepared specifically for TCE as part of the Potential Project, and that they are 
not intended or represented to be suitable for reuse by the OPA in respect of any other project or 
for any other purpose. The transfer, assigrunent or delivery of the Indemnified Work Product and 
Indemnified Tangible Goods is made without any representation or warranty by TCE or the 
provider of the Indemnified Work Product or Indemnified Tangible Goods, including as to fitness 
for use, accuracy, quality or merchantability. Any use thereof by the OPA will be without any 
representation or warranty by TCE or the provider of the Indemnified Work Product or 
Indemnified Tangible Goods and at the OPA's sole risk and without liability or legal recourse to 
TCE or the provider of the Indemnified Work Product or Indemnified Tangible Goods. 

2.4 If for any reason the Parties do not enter into the Contract prior to the end of the Term, then TCE 
shall be entitled to pursue all of its legal remedies against the OP A for claims arising out of the 
decision by the OPA not to proceed with the Original Contract, including for the repudiation of 
the Original Contract. 

2.5 Notwithstanding any other provision of this Agreement, neither Party shall have any obligation or 
liability to the other for any indirect, special or consequential damages resulting from a breach of 
this Agreement. For greater certainty, no provision of this Agreement will in any way affect, 
limit or interfere with TCE's rights and remedies in respect of the Original Contract. 

3.1 (a) 

ARTICLE ill 
BREAK-UP COSTS 

Schedule D attached hereto, as it may be revised and replaced from time to time in 
accordance with the procedure set forth in this Article ill, sets forth the aggregate and the 
categories of the costs and expenses relating to the Potential Project for which the OP A 
agrees to indemnify TCE. The OPA acknowledges and agrees that the consent or 
approval of the OPA is not required if the allocations of the aggregate costs amongst the · 
categories are changed by TCE provided that the OPA's obligations to indemnify TCE 
for its costs and expenses in accordance with the provisions of Section 2.3 at any given 
point shall not exceed the aggregate dollar amount of the costs and expenses set forth in 
ScheduleD for that point in time plus $1,000,000 (the "Cap Amount"). 

(b) During the Term, with respect to any individual expenditure or commitment by TCE in 
excess of $1,000,000 for which the OPA may be liable pursuant to Section 2.3, TCE shall 
provide written notice (as provided in Section 7 .I hereof) together with a brief 
explanation of the nature of the expenditure or commitment within five (5) Business 
Days ofTCE having executed a written agreement to incur such expenditure. The OPA 
acknowledges that TCE has already made the expenditures or commitments identified in 
Schedule D as non recoverable costs for the Facility or owing to MPS Canada, Inc. and 
that no written notice of such expenditures or commitments is required. 
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(c) During the Term, if there occurs 

(i) any change in an expenditure or commitment provided for on ScheduleD, or 

(ii) any new expenditure not included on Schedule D which TCE would intend to 
claim pursuant to Section 2.3, 

which change or new expenditure would cause the total potential Iiabili1y of the OPA 
under Section 2.3 to exceed the aggregate amount set forth in ScheduleD at that point in 
time by an amount greater than $1,000,000 and provided that such change or new 
expenditure is reasonably required to maintain the schedule to achieve the commercial 
operation milestone dates set forth in Section 2.1, TCE shaH seek the consent of the OPA 
to such change or new expenditure, as set forth in Section 3 .1 (d) hereof. 

(d) In case ofthe occurrence of any event described in Section 3.1(c), TCE.shaii propose a 
revised ScheduleD reflecting such expenditure or commitment or change in expenditure 
or commitment, together with a brief explanation thereof, including an explanation as to 
the impact on achieving the commercial operation milestone dates set forth in Section 2.1 
if such expenditure, commitment or change is not made, and obtain the OPA's written 
consent to the revision prior to incurring such expenditure or making such commitment. 
In the event that the OPA does not respond to such proposed revision within five (5) 
Business Days of receipt of notice thereof from TCE as provided above, the OPA shaH be 
deemed to have refused its consent. If the OPA provides its written consent to such 
revisions, then the revised Schedule D proposed by TCE and accepted by the OPA shaH 
become the operative Schedule D for the purposes hereof until replaced in accordance 
with the terms hereof. 

3.2 In the event the OPA does not consent to a revision to Schedule D proposed by TCE within five 
(5) Business Days of receipt of notice thereof from TCE, or is deemed not to have consented, the 
commercial operation milestone dates set forth in Section 2.1 may be adjusted by mutual 
agreement of the Parties. 

3.3 (a) In the event that (i) this Agreement is terminated as provided in Section 1.2, or (ii) the 
Parties have not executed the Contract and terminated the Original Contract prior to the 
end of the Term, TCE shaH, within thirty (30) Business Days of such termination or the 
end of the Term, as the case may be, submit to the OPA an invoice for the amounts for 
which it claims indemnification pursuant to Section 2.3, together with reasonable 
documentation in support of the invoice. The OPA may, acting reasonably, request 
additional supporting documentation. The OPA shaH notify TCE of any dispute with any 
amounts so claimed within fifteen (15) Business Days of receipt thereof, in which case 
the provisions of Article V shall apply. 

(b) Ail amounts not subject to dispute shaH be paid by the OPA to TCE within thirty (30) 
calendar days of the date of the invoice and ali amounts settled pursuant to the dispute 
resolution provisions hereof shaH be paid within ten (1 0) Business Days of their 
resolution. Ail amounts not paid when due shaH bear interest from the date due 
hereunder to the date of payment at a rate equal to the annual rate of interest quoted by, 
published and commonly known as the "prime rate" of the Royal Bank of Canada at its 
main office in Toronto Ontario as the reference rate then in effect for interest rates on 
commercial demand loans made by it in Canadian doiiars to its Canadian borrowers plus 
four percent ( 4%) per annum. 
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ARTICLE IV 
REPRESENTATIONS AND WARRANTIES 

4.1 TCE represents and warrants to the OP A and acknowledges and confirms that the OPA is relying 
on such representations and warranties in connection with the transactions contemplated herein: 

(a) TCE is a corporation incorporated under the laws of the Canada and has the corporate 
power and authority to enter into and perform its obligations under this Agreement. 

(b) The execution and delivery and performance by TCE of this Agreement and the 
consummation of the transactions contemplated hereby have been duly authorized by all 
necessary corporate action on the part of TCE. 

(c) The execution and delivery of and performance by TCE of this Agreement: 

(i) 

(ii) 

(iii) 

do not and will not (or would not with the giving of notice, the lapse oftime or 
the happening of any other event or condition) constitUte or result in a violation 
or breach of, or conflict with any of the terms or provisions of the constating 
documents or by-laws of TCE, as applicable; 

do not and will not (or would not with the giving of notice, the lapse of time or 
the happening of any other event or condition) constitute or result in a breach or 
violation of, or conflict with or allow any other person or entity to exercise any 
rights under, any of the terms or provisions of any contract, agreement or 
instrument to which TCE is a party; and 

do not and will not result in the violation of any applicable (x) laws, statutes, 
codes, ordinances, principles of common law and equity, orders, decrees, rules 
and regulations or (y) judicial, arbitral, administrative, ministerial, departmental 
and regulatory judgments, orders, writs, injunctions, decisions, and awards of any 
governmental entity, in each case binding on or affecting TCE. 

(d) This Agreement has been duly executed and delivered by TCE and constitutes legal, valid 
and binding agreements of TCE (excluding any agreements to agree set forth in this 
Agreement), enforceable against it in accordance with their respective terms subject only 
to any limitation under applicable laws relating to (i) bankruptcy, winding-up, 
insolvency, arrangement, fraudulent preference and conveyance, assignment and . 
preference and other similar laws of general application affecting creditors' rights, and (ii) 
the discretion that a court may exercise in the granting of equitable remedies such as 
specific performance and injunction. · 

4.2 The OP A represents and warrants to TCE and acknowledges and confirms that TCE is relying on 
such representations and warranties in connection with the transactions contemplated herein: 

(a) The OPA is a statutory corporation incorporated and existing under Parts II.! and II.2 of 
the Electricity Act, 1998 (Ontario) and has the corporate power and authority to enter into 
and perform its obligations under this Agreement. 

(b) The execution and delivery of and performance by the OPA of this Agreement and the 
consummation of the transactions contemplated hereby have been duly authorized by all 
necessary corporate action on the part of the OP A. 
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(c) The execution and delivery of and performance by the OPA of this Agreement: 

(i) do not and will not (or would not with the giving of notice, the lapse of time or 
the happening of any other event or condition) constitute or result in a violation 
or breach of, or conflict with any of the terms or provisions of its constating 
documents or by-laws; 

(ii) do not and will not (or would not with the giving of notice, the lapse of time or 
the happening or any other event or condition) constitute or result in a breach or 
violation of, or conflict with or allow any other person or entity to exercise any 
rights under, any of the terms or provisions of any contract, agreement or 
instrument to which it is a party; and 

(iii) do not and will not result in the violation of any applicable (x) laws, statutes, 
codes, ordinances, principles of common law and equity, orders, decrees, rules 
and regulations or (y) judicial, arbitral, administrative, ministerial, departmental 
and regulatory judgments, orders, writs, injunctions, decisions, and awards of any 
governmental entity, in each case binding on or affecting the OPA. 

(d) This Agreement has been duly executed and delivered by the OPA and constitutes legal, 
valid and binding agreements of the OPA (excluding any agreements to agree set forth in 
this Agreement), enforceable against it in accordance with their respective terms subject 
only to any limitation under applicable laws relating to (i) bankruptcy, winding-up, 
insolvency, arrangement, fraudulent preference and conveyance, assignment and 
preference and other similar laws of general application affecting creditors' rights, and (ii) 
the discretion that a court may exercise in the granting of equitable remedies such as 
specific performance and injunction. 

[NTD: OP A to confirm that this is a "procurement contract" for the purposes of the Electricity Act, 
1998.] 

(e) This Agreement is a "procurement contracf' for the purposes of Section 25.31 of the 
Electricity Act, 1998 (Ontario). 

ARTICLEV 
DISPUTE RESOLUTION 

5.1 If any dispute, claim, question or difference (each a "Dispute") arises with respect to this 
Agreement, including Schedule D and the amounts owing by the OPA to TCE pursuant to Section 
2.3 hereof, one senior executive ofTCE and one from the OPA will use their reasonable best 
efforts to settle the Dispute. Notwithstanding the foregoing, the Parties agree that the provisions 
of this Article V shall not apply to any disputes relating to the negotiation of the terms and 
conditions of the Contract. 

5.2 If the Parties do not reach a solution pursuantto Section 5.1 within five (5) Business Days 
following receipt of the notice of the Dispute by either Party to the other, then either Party can 
deliver a written notice to the other Party requiring the Dispute to be finally settled by arbitration 
in accordance with the provisions of the Arbitration Act, 1991 (Ontario) and the national 
arbitration rules of the ADR Institute of Canada, based upon the following: 
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(a) The arbitration tribunal shall consist of one arbitrator appointed by mutual agreement of 
the Parties. In the event offailure to agree within three (3) Business Days following 
delivery of the written notice to arbitrate, each of the Parties to the Dispute shall 
designate an arm's-length third party within a further three (3) Business Days who 
together shall agree upon and appoint an arbitrator. In the event such third parties fail to 
appoint the arbitrator within three (3) Business Days after their appointment, either Party 
may apply to a judge of the Ontario Superior Court of Justice to appoint an arbitrator. 

(b) The arbitrator shall be instructed that time is of the essence in the arbitration proceeding 
and, in any event, the arbitration award must be made within fifteen (15) Business Days 
after the arbitrator has been appointed. 

[NTD: These timelines are extremely tight. This may be limiting the pool of arbitrators to people who 
do not get a lot of arbitration work.] 

(c) The arbitration shall take place in Toronto, Ontario and shall be conducted in English. 

(d) The arbitration award shall be given in writing and shall be fmal and binding on the 
Parties, not subject to any appeal (other than those limited rights of appeal set forth in the 
Arbitration Act, 1991 (Ontario)), and shall deal with the question of costs of arbitration 
and all related matters. The costs of arbitration include the arbitrators' fees and expenses, 
the provision of a reporter and transcripts, reasonable legal fees and reasonable costs of 
preparation of the Parties. 

(e) Judgment upon any award may be entered in any Court having jurisdiction or application 
may be made to the Court for a judicial recognition of the award or an order of 
enforcement, as the case may be. 

5.3 After written notice is given to refer any Dispute to arbitration, the Parties will meet within five 
(5) Business Days of delivery of the notice and will negotiate in good faith any changes to these 
arbitration provisions or the rules of arbitration which are herein adopted, in an effort to expedite 
the process and otherwise ensure that the process is appropriate given the nature of the Dispute 
and the values at risk. 

ARTICLE VI 
CONFIDENTIALITY, ANNOUNCEMENTS 

AND DEALING WITH THE OPA 

6.1 The Parties acknowledge that this Agreement is confidential and is subject to the terms of the 
Confidentiality Agreement. 

6.2 [TCE acknowledges that the OP A is subject to the Freedom of Information and Protection 
of Privacy Act (Ontario) ("FIPP A") and that FIPP A applies to and governs all confidential 
information in the custody or control of the OPA ("FIPPA Records") and may, subject to 
FIPP A, require the disclosure of such FIPP A Records to third parties. TCE agrees to 
provide a copy of any FIPP A Records that it previously provided to the OP A if TCE 
continues to possess such FIPP A Records in a readily deliverable form at the time of the 
OPA's request. Information stored iu any computer archive shall not be considered to be in 
a readily deliverable form. If TCE does possess such FIPP A Records iu a readily 
deliverable form, it shall provide the same within a reasonable time after being directed to 
do so by the OP A. The OP A acknowledges that FIPP A Records do not include any 
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document or information provided to the OP A or its representatives pursuant to the 
Acknowledgements. The provisions of this Section 6.2 shall prevail over, and in lieu of, any 
other applicable provisions in this Agreement.] 

[NTD: The foregoing provision to be discussed with the OPA.] 

6.3 No press release, public statement, announcement or other public disclosure (a "Public 
Statement") with respect to this Agreement, the Contract or the trans!lctions contemplated in this 
Agreement may be made by either Party unless with the prior written consent and joint approval 
of the other Party except as may be required by law or a governmental entity. Where the Public 
Statement is required by law or by a governmental entity, the Party required to make the Public 
Statement will use its best effort to obtain the approval of the other Party as to the form, nature 
and extent of the disclosure. 

6.4 Either Party shall be free to communicate, or initiate any discussions or exchanges of information, 
with the Ministry of Energy (Ontario) ("OME") or any other ministry of the Province of Ontario 
regarding any role the OME or such other ministry may have with respect to the Potential Project, 
including in respect of any required regulatory approvals. 

ARTICLEVll 
MISCELLANEOUS 

7.1 Any notice, direction or other communication (each a ''Notice") given regarding the matters 
contemplated by this Agreement must be in writing, sent by personal delivery, courier or 
facsimile, along with a copy by electronic mail, and addressed: 

to the OPA at: 

120 Adelaide St. W. 
Suite 1600 
Toronto, ON MSH IT! 

Attention: • 

Telephone: • 
Facsimile: • 
e-mail: • 

with a copy to: 

Osier, Hoskin & Harcourt LLP P.O. Box 50, 61st Floor 
I First Canadian Place 
Toronto, ON MSX IB8 

Attention: Rocco Sebastiano 

Telephone: 416-862-5859 
Facsimile: 416-862-6666 
e-mail: rsebastiano@osler.com 



to TCE at: 

Royal Bank Plaza 
200 Bay Street 
24th Floor, South Tower 
Toronto, ON M5J 2Jl 
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Attention: Terry Bennett, Vice-President, Power Generation Development 

Telephone: 416-869-21330 
Facsimile: 416-869-2056 
e-mail: terry_ bennett@transcanada.com 

A Notice is deemed to be delivered and received (i) if sent by personal delivery, on the date of 
delivery if it is a Business Day and the delivery was made prior to 4:00p.m. (Toronto time) and 
otherwise on the next Business Day, (ii) if sent by same-day courier service, on the date of 
delivery if sent on a Business Day and delivery was made prior to 4:00p.m. (Toronto time) and 
otherwise on the next Business Day, (iii) if sent by overnight courier, on the next Business Day, 
or (iv) if sent by facsimile, on the Business Day following the date of confirmation of 
transmission by the originating facsimile. A Party may change its address for service from time to 
time by providing a Notice in accordance with the foregoing. Any subsequent Notice must be 
sent to the Party at its changed address. Any element of a Party's address that is not specifically 
changed in a Notice will be assumed not to be changed. Sending a copy of a Notice to a Party's 
legRI counsel as contemplated above is for information purposes only and does not constitute 
delivery of the Notice to that Party. The failure to send a copy of a Notice by electronic mail or 
to legal counsel does not invalidate delivery of that Notice to a Party. 

7.2 Time is of the essence in this Agreement. 

7.3 The Parties intend that this Agreement will not benefit or create any right or cause of action in 
favour of, any person or entity, other than the Parties to this Agreement. The Parties 
acknowledge and agree that at the conclusion of good faith negotiations of a Contract, the 
approval of their respective boards of directors (in such boards' sole discretion) will be required 
for execution and delivery of such Contract. 

7.4 Except as otherwise expressly provided in this Agreement, each Party shall be responsible for its 
own costs and expenses incurred in connection with the negotiation, execution and performance 
of this Agreement and the Contract. 

7.5 This Agreement may only be amended, supplemented or otherwise modified by written 
agreement executed by the Parties. Subject to Section 1.3, if the Contract is executed and 
delivered by the Parties, the terms of the Contract shall supersede and govern over the terms of 
this Agreement. 

7.6 No waiver of any of the provisions of this Agreement will constitute a waiver of any other 
provision (whether or not similar). No waiver will be binding unless executed in writing by the 
Party to be bound by the waiver. A Party's failure or delay in exercising any right under this 
Agreement will not operate as a waiver of that right. A single or partial exercise of any right will 
not preclude a Party from any other or further exercise of that right or the exercise of any other 
right it may have. 
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7.7 This Agreement shall enure to the benefit of and be binding upon the Parties hereto and their 
permitted successors and assigos. TCE shall be entitled to assigo this Agreement, in whole or in 
part, with notice to the OPA, to one or more corporations, limited or general partnerships and/or 
other entities of which TCE or its affiliates retain control.· Upon TCE giving notice to the OPA of 
any such assigoment, all references herein to TCE shall to the extent appropriate be deemed to be 
and include such assigoee or assigoees. For the purposes hereof "control" shall have the meaning 
given thereto in the Business Corporations Act (Ontario). 

7.8 If any provision of this Agreement is determined to be illegal, invalid or unenforceable by an 
arbitrator or any court of competent jurisdiction from which no appeal exists or is taken, that 
provision will be severed from this Agreement and the remaining provisions will remain in full 
force and effect. 

7.9 This Agreement will be governed by, interpreted and enforced in accordance with the laws of the 
Province of Ontario and the federal laws of Canada applicable therein. 

7.10 For purposes of this Agreement, "Business Day" means any day of the year other than a 
Saturday, Sunday or any day on which major banks are closed for business in Toronto, Ontario. 

7.11 This Agreement may be executed in any number of counterparts (including counterparts by 
electronic mail) and all such counterparts taken together will be deemed to constitute one and the 
same instrument. 

7.12 This Agreement, along with Exhibits I, II, ill, and IV and Schedules A, B, C and D hereto, 
together constitute the entire agreement between the Parties pertaining to the subject matter of 
this Agreement. Any conflict or inconsistency between the Agreement and the Exhibits or 
Schedules shall be resolved by interpreting such documents in the following order, from highest 
to lowest priority, namely: [NTD: To be confirmed.] 

(i) the Agreement; 

(ii) Exhibit II; 

(iii) Exhibit ill; 

(iv) Exhibit IV; 

(v) Exhibit I; 

(vi) ScheduleD; 

(vii) Schedule B; 

(viii) Schedule C; and 

(ix) Schedule A. 

where a document of a higher priority shall govern over a document of a lower priority to the 
extent of any conflict or inconsistency. 
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IN WITNESS WHEREOF, the Parties have executed this Implementation Agreement 

TRANSCANADA ENERGY LTD. 

By: 

Name: 
Title: 

By: 

Name: 
Title: 

ONTARIO POWER AUTHORITY 

By: 

Name: 
Title: 





EXIITBITII 
ACKNOWLEDGEMENTS 



EXHIBIT ill 
MOU 



EXHIBIT IV 
MINISTER'S DIRECTIVE 



SCHEDULE A 
TECHNICAL DESIGN REQUIREMENTS 

[NTD: Further discussion required.] 

Potential Project 
The Potential Project will: 
(a) be a dispatchable facility. 
(b) be a simple cycle configuration generating facility. 
(c) utilize gas (which has been defmed as natural gas supplied by pipeline) as the fuel. 
(d) have a minimum Ramp Rate, over a single five minute interval, of a least 20 MW/minute, and will be 
capable of responding to market prices at its specified. Ramp Rate, both increasing and decreasing output. 

Contract Capacity 
The Potential Project will be a single generating facility and will 
(a) be able to provide a minimum of 125 MW at 35 °C under both N-1 System Conditions and N-1 
Generating Facility Conditions simultaneously. For further clarity, the Potential Project must be designed to 
supply either transmission circuit (M20D or M21D) at all times. Each unit must be able to supply either 
transmission circuit at all times; 
(b) be able to provide a minimum of [450] MW at 35 °C under N-2 System Conditions; 
(c) have a Season 3 Contract Capacity of no less than 250 MW; and 
(d) have a Contract Capacity of no more than [ 550] MW in any Season. 

Electrical Connection 
The Potential Project will be connected directly to the lESO-Controlled Grid via new double circuit 230 kV 
transmission lines. The Potential Project will have a direct connection to the Hydro One circuits M20D and 
M21D with a connection point located at or near the Preston TS. 

Emissions Requirements 
The Potential Project will not emit: 

(i) Nitrogen Oxides (NOx) in a concentration that exceeds 15 ppmv (based upon Reference Conditions 
and 15% 02 in the exhaust gases on a dry volume basis) as measured using the KWCG Emissions 
Measurement Methodology, and all as more particularly set out in the Contract; or 

(ii) Carbon Monoxide (CO) in a concentration that exceeds 15 ppmv (based upon Reference Conditions 
and 15% 02 in the exhaust gases on a dry volume basis) as measured using the KWCG Emissions 
Measurement Methodology, and all as more particularly set out in the Contract. 

The Contract will require that the emission lintits for NOx and CO pursuant to this Section, be (i) 
incorporated into the Potential Project's Environmental Review Report prepared as part ofits environmental 
assessment process or otherwise reflected in its completed environmental assessment, and (ii) ultimately 
reflected in the Potential Project's application to the Ministry of the Environment for a Certificate of 
Approval (Air&; Noise) Operating Permit, together with a request that such limits be imposed as a condition 
in such certificate of approval. 

The emission limits for NOx and CO stated in the Contract will form the basis of an ongoing operating 
requirement. For greater certainty, the OPA is not requiring TCE to adopt any specific facility design or 
utilize any particular control equipment with respect to air emissions, provided, however, that the Potential 
Project must comply with the NOx and CO limits set out above 
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Fuel Supply 
The Potential Project will obtain gas distribution services from Union Gas Limited, and TCE cannot by-pass 
Union Gas Limited. 

Equipment 
The Potential Project will be designed utilizing (2) Mitsubishi heavy Industries M50 1 GAC Fast Start gas gas
fired combustion turbine generators (the "Generators"), with evaporative cooling and emission reduction 
equipment as purchased nnder Equipment Supply Agreement NO. 6519 dated July 7, 2009 between MPS 
Canada, Inc. ("MPS") and TransCanada Energy Ltd. ("TCE'~ as amended by letter agreements dated October 
29, 2010 November 19, 2010 and December 31,2010 and as may be further amended from time to time. 
Each Generator shall be nominally rated at [250) MW (measured at the Generator's output terminals) new and 
clean, at ISO conditions. 



(NTD: details to follow.] 

Permits and Approvals 

SCHEDULEB 
ADDITIONAL CONTACT TERMS 

Gas Delivery and Management Services Costs 

Interconnection Costs 

Operating Reserve 

Option to Extend Term 

Fnture Changes -Risk Mitigation 

\ 



[NTD: to be provided separately.] 

SCHEDULEC 
PROCESS 



Cancellation Schedule 

SCHEDULED 
PROJECTED COSTS AND EXPENSES 

DURING THE TERM 

[NTD: The following is preliminary and subject to change.] 

January February March 
2011 2011 2011 

Apri12011 May 2011 June2011 

Values are in millions and are cmnulative month to month 

Non-Recoverable costs for the Facility $33.6 $33.6 $33.6 $33.6 $33.6 $33.6 

MPS Canada, Inc. ESA US$ $108.5 $130.2 $137.5 $143.3 $144.7 $144.7 

Hedging Costs US$ to Cdn$ $12.4 $12.4 $12.4 $12.4 $12.4 $12.4 

MPS Canada, Inc. ESA f/s Option $34.6 $34.6 $34.6 $34.6 $34.6 $34.6 

MPS Canada, Inc. LTSA $4.1 $4.1 $4.1 $4.1 $4.1 $4.1 

MPS Canada, Inc. TRA $7.5 $7.5 $7.5 $7.5 $7.5 $7.5 

TransCanada Business Development $0.1 $0.1 $0.2 $0.3 $0.3 

TransCanada Development Engineering $0.2 $0.3 $0.6 $0.7 $1.0 $1.1 

External Detailed Design Engineering $- $0.8 $1.7 $2.6 $3.3 $4.0 

Other Engineering Consulting $0.1 $0.3 $0.5 $0.7 $0.8 $0.9 

Consultant Environmental $0.1 $0.2 $0.3 $0.4 $0.5 

Land Options Costs and Real Estate $0.5 $0.5 $0.5 $0.5 

I 

I 

I 

I 
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Community and Public Relations $0.0 $0.1 $0.1 $0.1 $0.1 

External Legal $0.0 $0.0 $0.0 $0.0 $0.1 

Union Gas $0.0 $0.0 $0.0 $0.0 $0.1 

Otber $0.1 $0.1 $0.2 $0.2 $0.3 

Total $200.9 $224.1 $233.4 $240.7 $243.5 $244.7 



Aleksandar Kojic 

From: 
Sent: 
To: 

Michael Killeavy 
January 25, 2011 9:23AM 
Susan Kennedy 

Subject: Fw: Redline to PEG Implementation Agreement 
Attachments: WSComparison_lmplementation Agreement-IA Cambridge (draft Jan 24, 2011 v3).pdf 

FYI ... 

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@oowerauthoritv.on.ca 

From: Sebastiana, Rocco [mailto:RSebastiano@osler.com] 
Sent: Monday, January 24, 2011 05:14PM 
To: Michael Killeavy; Deborah Langelaan 
Cc: Susan Kennedy; Smith, Elliot <ESmith@osler.com>; Ivanoff, Paul <Pivanoff@osler.com> 
Subject: Redline to PEC Implementation Agreement 

For your reference, here is a redline of the draft Implementation Agreement to the one executed for PEG. 

Regards, Rocco 

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

Le contenu du present courriel est privi18gh3, confidentiel et 
soumis a des droits d'auteur. ll est interdit de l'utiliser au 
de le divulguer sans autorisation. 

1 
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TCE Draft .January 24. 2011 

WITH PREJ[JDTCE 

IMPLEMENTATION AGREEMENT 

between 

PORTLilc."illSTRANSCANADA ENERGY CENTRE L.P.LTD.. 

and 

ONTARIO POWER AUTHORITY 

This IMPLEMENTATION AGREEMENT (the ~;:Agreement"::), effective as ofFeeruary 10, 
~· 2011 is by and between (a) Partlanas Baergy Cefltre L.P. ("PEC"), a limitea par'.nership 
eonsisting efTransCanada Energy Ltd., Ontario Power Generation Ine., ana Partlanas Baergy 
Centre Ine. ("PECI"), as general par'.ner ferP£C ("TCE"l a Canadian comoration, and (b) the Ontario 
Power Authority, a statutory corporation established under Part II. I and Part II.2 of the Electricity Act, 1998 
(Ontario) Cthe !!~OPA"::), which are sometimes collectively referred to herein as the ~~arties.!!~ or 
singularly as a !!~arty~,::. 

WHEREAS, PEG has eammeneea aevelsfJment efa 550 megawatt (nominal) nataral gas 
fuellea "eameineEI eyele" eleetrie geflerating station (tee "PeFtlanEis PFejeet") at a era'.vH:§ehl site 
!eeatea en tke eastern flSrtiaB aftke hmas feFffierly usee ey tke R.L. Heam GeBerating StatiaB, iB 
tke City efTaraBta; the OPA and TCE executed the Southwest GTA Clean Energy Supply CCES) 
Contract Me "Original Contract11

) dated October 9 2009 for a.power generation facj]jtv (the "Facility11
) 

tq be built and operated by TCE in Oakville Ontario· 

AND WHEREAS TCE had entered into contracts and expended funds to develop the Facilitv· 

AND WHEREAS by letter dated Octqber 7. 20 I 0 the OPA advised TCE that it would not proceed 
with the Original Contract and directed TCE to cease all further work and activities in connection with the 
Facilitv; 

ANP WHEREAS the OPA and TCE entered into a Confidentiality Agreement dated effective as of 
October 8 2010 Cthe "Confidentiality Agreement") (a conv of which is attached as Exhibit Jl· 

AND WHEREAS in accordance with the OPA 's letter of October 7 2010 the OPA and TCE have 
been working cooperatively to identify other generation projects· 

AND WHEREAS, in its t\Va mast reseBt I 8-mMonth Outlook refJsrts of Update CDecember ~ 
20()5 ana Feeraary 2, 2006,3 201 Q) the Independent Electricity System Operator (tfte..!!~SO") 
iaentifiea") confirmed the eritisal need for at least 230 MW afBev.' SUflflly efllieetrieity iB aawntewB 
ToraBto ey tke Sllffimer af2008, ana at least a furteer 230 MW ey 20 lOa peaking nah!ral gas-fired 
power plant in the Kitchener-Waterloo-Cambridge area; 
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\VlmRBAS, tae Peft!anes Prejeet has ebtaiaee eeHHeetieH lljlf>FOVal ana these lljlf>FOYals 
ana easemeats reEtHiree te eeHHeet the faeility te Hyers Oae Networks Iae.' s eireaits leeatee at the 
115 kV bas at the Heara SS, altheagh the IESO is earreatly eeasieeriag saeh apf>revals te 
eetermiae if any ehanges are reEjHiree; 

AND WHeREAS the OPA and ICE have been discussing the potential development of a simple 
cycle natural gas-fired power generation prOiect in the Kitchener-Waterloo-Cambridge area having an 
apnroximate Season 3 Cas defined in the Original Contract) contract capacity of 450 MW fthe "Potential 
Project")· 

AND WHEREAS the OPA has delivered to ICE and MPS Canada Inc. an Acknowledgement 
dated December 17 201 0 and has delivered to ICE an Acknowledgement dated • (copies of which are 
attached as Exhibit TD and may at a future date designate specified information as confidential or highly 
confidential for the m1rnoses of Section 17 of the Freedom of Information and Protection ofPrivacv Act 
and provide additional acknowledgements of such designations (existing and future acknowledgements 
coJJectiveJy referred to as the" Acknowledgements")· 

WHEREAS, the OHtarie Miaistry ef Eaergy (the "OME") has eetermiaee that the 
Portlanes Prejeet is best able to meet the eritieal aeee fer aew SUJllllY ia eo•NHtovva Toroato 
Leasiee Seeter;AND WHeREAS the OPA and ICE* entered into a letter agreement dated *December 21. 
2010 regarding the Potential Pr9ject (the "MOlJ") (a copy of which is attached as Exhibit lTD: 

AND WHEREAS; on Febreaf)' Hl, ~996,• 2011. the Minister of Energy of Ontario issued a 
directive (the "::Directive!!::} to the OPA (a copy of which is attached as Exhibit llY) to continue 
negotiations with PBGICE related to the PortlaaesPotential Project, with the view to concluding and 
executing a definitive contract for the PertlaaesPotential Project by May 2()()e,June 2011 which will 
address the eri.tieal system needs described above; 

V,qJBRBi\S, as refer!'ee te ia the Direetive, PBC ana the OW. have* effieree imo a letter 
agreement eatee *February 9, ~()96 (the "PFeeess LetteF") (a eeJl)' ofwhieh is attaehee as Blrnibit 
II) settiag oat the f>reeess fer aegotiatioa aae elfeeatios ef a eefiaitive eeHtraet fer the Pertlaoes 
Prejeet; 

WHBRBA.S, the OPA has esteree iffie an Aeeeleratee Clean Baerg)' SHf>f'ly Ceatraet with 
the Gere>.vay Statiea Partaershif' eatec:l as efDeeemller g I, 2()()5 (the "GaFe\l'ay ACES Costr-aet") 
ia eeHHeetiea with* the Ele•<elef>meat, eeRstmetiea aRe Of>eratiea ef *a aataral gas fuellee eleetrie 
geaeratiag statiea ea Gereway Drive, City efBramptofl (the "GeFeway PFa;jeet"); 
lNTD: TCE and the OPA to discuss what the expectation is yiy a vis the timing and content of the 
Directive.] 

AND WHEREAS; the OPA and PBGICE desire to enter into an agreement setting forth the 
process for expediting PEG! ICE's development and construction of the PortlaaesPotential Project prior to 
fmalizing the Pertlaoes ACES Contract (as defined herein); 

NOW; THEREFORE, in consideration of the agreements, premises and mutual covenants 
contained herein and other good and valuable consideration (the receipt and sufficiency of which are hereby 
acknowledged), PBGICE and the OPA agree as follows: 

ARTICLE I 



-3- ; 

ARTTCI,EI 
TERM OF AGREEMENT 

ll -hh-Un!ess eXtended by mutual written agreement of the Parties, and subject to earlier termination 
as set fortb in Sections 1.2, the term of this Agreement (the !!~Term~ shall be from the effective 
date hereof until the earlier of(i) 5:00PM (Toronto time) onMay 1, 21lll6June 30 2011 and (ii) 
execution and delivery by the Parties of the Pertlaaas ACES Ceffifaet. J>j:otwithstaaaing the 
foregoing, the OPA shall be eatitlea, at its sole oj'ltioa all a 'tlj'lOH Eielfvery of ·.vrirtea aetiee 
to PEG* prier to the eHEI oftlle Tefffl* or elHeaaeEI Tefffl, as the ea5e may ae, te eKteaa the 
Term fer tv.'<! thirty day periods, prewi<lea that Seheellile A atiaehea hereto shall be 
ameaEieEI in aeeeraaaee 'i\<ith Miele III to refleet the aEIElitieaal eests ana Sltpeases whish 
may be iaea!Ted by PEG Elm-iag sueh eJH6asiea perioas.Contract. 

U H,-This Agreement may be terminated at any time by mutual agreement of the Parties. 

1.3 ~Notwithstanding termination of this Agreement by effluxion of time or otherwise as provided 
herein, the provisions of Sections 2.3, 2.4, ~2.5 3.3(a) 3.3Cb). 6.1 and ~6.2 and Articles V 
and ¥IY!l shall survive if the Portlanas ACES Contract is not executed and delivered by the 
Parties; whereas if the Pertlaaas ACBS Contract is executed and delivered by the Parties, only 
Artiele "\'!Sections 6.1 and 6.2 shall survive, unless otherwise set fortb in the Pertlaaas ACB8 
Contract. 

ARTICLE IT 

ARTTCI,EU 
COMMITMENTS 

.2.1 2.1. PECICE hereby covenants and agrees to proceed during the Term with the development 
of the PertlanesPotential Project, with a view to (i)target of achieving commercial operation ia 
"simple eyele" meae ay Alae 1, 2QQ8by !December 31. 20151 and being registered and 
available as a dispatch able facility with the IESO ia "simple eyele" moae between Jooe 1, 2()()8 
ana Oeteber 1, 2()()8, aaa (ii) aehie'liag eemmereial Sfleratiea ia "eemaiaeEI eyele" meae 
ana beiag registerea ana availaBle as a ffiSj'latehaB!e faeilicy with. the IBSO in "eembiaea 
eyele" meae ay Alae 1, 2QQ9.by !December 31 20151 rNTD: to he discussed re permit risk.! 

22 2d.During the Term, the Parties covenant and agree to negotiate in good faith and to use their 
commercially reasonable best-efforts to execute an agreement (the "l'ertlmuls .t.CE8 
~Contract!!~ on the basis described in the Directive the MOU and the Preeess Letter fer the 
seheElliling aaa delivery of power ffom the Portlaaas Prejeet to the IBSO eontrellea 
gridthis Agreement for* the development construction and operation of*the Potential Project apd 
on terms and conditions acceptable to each ofthe Parties acting reasonably. The Parties further 
covenant and agree that 1mon the execution and delivery ofthe Contract they will terminate the 
Original Contract. For greater certainty and without limiting the generality of the foregoing, the 
Parties acknowledge and agree that: 

(a) The Potential Project shall meet the Technical Design Reauirements set 011! in Schedule A: 
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iJ.ll (a) if, after aegatiatiag ia geed fuith, tile Parties eaaaet agree ea tile material 
differeaees hetweea The Contract shall be based on the form of the Northern York 
Region Peaking Generation Contract (the Gere'IYay Prsjeet aad tile Pertlaads Prsjeet, 
"NyR Contract") and sball include the Parties shall he deemed te h&ve aegetiated tile 
te!His eftlle PertlaaEis f,CBS Centraet ifl geeEI fuitl!; aad additional terms set out in 
Schedule B and such other tenns as may be required by this Agreement· 

(c) The nrocess for the good faith negotiations is set out in Schedule C: 

f!J1-provided that if, after negotiating in good faith, the Parties cannot agree on the appropriate 
atljestmeatamount to kthe ";:Net Revenue Requirement";:, the O&M payment or any other 
variable Hstedto be included in Exhibit B teQfthe Gereway AGeS Ceatraet te refleet aay 
material tliffereaee aetweeH the Gere·N~' Prsjeet aaa tile Pertlaads PrsjeetContract or any 
changes that shm!ld be made to the NYR Contract the Parties shall be deemed to have negotiated 
the terms of the Pertlaads ACES Contract in good faith and used commercially reasonable efforts. 

2.3 H,-In the event that the Parties do not enter into the Pertlaads ACES Contract prior to the end of 
the Term, unless such event is the result ofPBGTCE not having negotiated the terms of the 
PertlaaEis ACES Contract in good faith or PBGTCE not having used its commercially reasonable 
00s! efforts to execute and deliver a PertlaaEis ,'\CBS Contract in the form that was negotiated and 
agreed by the Parties~: respective negotiating teams, subject to Section H-J..;~ the OPA 
hereby indemnifies and holds Il:lLlJarmless PEG feragainst and agrees to reimburse TCE for. all 
costs and expenses PBGTCE reasonably incurs in undertaking its obligations pursuant to this 
Agreement as set forth in Schedule A,Q hereto (as such Schedule may be revised from time to time 
in accordance with Section 3.1, all as more particularly described in Article III hereof), except te 
tile eJ<teHt that PEG has aet useE! its reaseaahle a est efforts te mitigatethat TCE shall not be 
entitled to indemnification for any particular costs and expenses incurred in terminating any 
commitments included in Schedule A; aad previEieEI that, atD to the extent that TCE has not used 
its commercially reasonable efforts to mitigate such costs and exoenses following the end of the 
Term At the request of the OPA, PBGTCE shall, 

(a) provide copies of all work product, the cost and expense for which the OPA has reimbursed 
PBGTCE or its affiliates pursuant to the indemnity herein (the ";:Indemnified Work 
Product!!!:); 

(b) grant to the OPA a license to use that portion of the Indemnified Work Product that does 
not constitute confidential information ofPBGTCE or any third party or is not otherwise 
proprietary with respect to the PertlaadsPotenti al Project; 

(c) upon the future productive use by PBGTCE of any portion of the Indemnified Work 
Product, reimburse the OPA for the indemnified cost related to that portion of the 
Indemnified Work Product; and 

(d) to the extent that Indemnified Tangible Goods (as defined below) are assignable, transfer, 
assign or deliver Indemnified Tangible Goods to the OPA, without further liability of the 
OPA save and except for its assumption of any liabilities associated with such Indemnified 
Tangible Goods after the date of such transfer, assignment or delivery; "for the purposes 
hereof "Indemnified Tangible Goods";: includes ~TCE's or its affiliates-'-; right, title 



and interest in and to any tangible goods, materials and equipment, the costs and expenses 
relating to which the OP A has reimbursed PEGTCE or its affiliates pursuant to the 
indemnity herein. 

For greater certainty, the Parties acknowledge and agree that (A) there is no intention that pursuant 
hereto PHGTCE would transfer to the OP A any reaf property, intellectual property, processes, 
copyright, licences, permits or approvals or confidential proprietary information and work product; 
and (B) the OPA!:S obligation to indemnifY PEGTCE shall not exceed the aggregate of the 
ameiHlts set ferth iR Seheaale A herete, as revised ftem time te time. Cao Amount. as 
hereafter defined. 

The OPA also acknowledges that the Indemnified Work Product and Indemnified Tangible Goods 
are being prepared specifically for PEGTCE as part of the Pert!IHiasPotential Project, and that 
they are not intended or represented to be suitable for reuse by the OPA in respect of any other 
project. Any reuse by the OPA iR FeSj3eet efiH!y ether prejeet or for any other pnroose. The 
transfer. assignment or delivery of the Indemnified Work Pr9duct and Indemnified Tangible Goods 
is made without any representation or warrantv by TCE or the provider of the Indemnified Work 
Product or Indemnified Tangible Goods including as to fitness for use accuracy. gualitv or 
merchantabilitv. Any use thereofbv the OPA will be without any representation or warranty by 
PEGTCE or the provider of the Indemnified Work Product or Indemnified Tangible Goods and at 
the OPA!:S sole risk and without liability or legal el'JlSSHre te PBCrecomse to ICE or the provider 
o[the Indemnified Work Product or Indemnified Tangible Goods. 

2.4 If for any reason the Parties do not enter into the Contract* prior to the end of the Term* then ICE 
shall be entitled to pursue all of its lega1 remedies against the OPA for claims arising out of the 
decision by the QPA not to proceed with the Original Contract including for the repudiation of the 
Original Contract. 

2.j_ ~Notwithstanding any other provision of this Agreement, neither Party shall have any 
obligation or liability to the other for any indirect, special or consequential damages. resulting 
from a breach of this Agreement For greater certainty no provision of this Agreement will in any 
way affect limit or interfere with ICE's rights and remedies in respect of the Original Contract 

f,..RTICLEID 

ARTICI .E III 
BREAK-UP COSTS 

ll ~flU Schedule AI:! attached hereto, as it may be revised and replaced from time to time 
asin accordance with the procedure set forth in this Article III, sets forth the aggregate and 
the categories of the posts and expenses relating to the Potential Project for which the OPA 
agrees to indemnifY PEGTCE. The OPA acknowledges and agrees that the consent or 
approval of the OPA is not required if the allocations of the aggregate costs amongst the 
categories are changed by PBCTCE provided that the aggregateOPA' s obligations to 
indemnify ICE for its costs and expenses at saehpemt iR time aein accordance with the 
provisions ofSedion 2.3 at any giVen point shall not exceed thesethe aggregate dollar 

amount of the costs and expenses set forth in Schedule AI;! for that point in time~ 
$1 000 000 (the "Cap Amount"). 
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£hl 3 .1.2. During the Term, with respect to any individual expenditure or conunitment te 
6*j36flt!itere by P£GTCE in excess of$HJ(),()()()J.OOO.OOO for which the OPA may be 
liable pursuant to Section 2.3, J!£GTCE shall provide written notice (as provided in 
Section 7.1 hereof) together with a brief explanation of the nature of the expenditure or 
conunitment within five (5) Business Days of P£G~ having executed a written 
agreement to incur such expenditure. The OPA acknowledges that ICE has already made 
the expenditures or commitments identified in Schedule 0 as non recoverable costs for the 
Facility or owjng to MPS Canada Inc. and that no written notice of such exoenditures or 
kQll.mitments is required. 

M;). *During the Term ifthere occurs * 

3.1.3. *DeriHg tile Tefffl, ifthere oeeers *fij-jjlany change in an expenditure 
or conunitment provided for on Schedule All or 

(ii) any new expenditure not included on Schedule AD which J!£GTCE would intend 
to claim pursuant to Section 2.3, 

which change or new expenditure would cause the total potential liability of the OPA under 
Section 2.3 to exceed the aggregate amount set forth in Schedule A);), at that point in time 
by an amount greater than $1()(),()()()1 000 000 and provided that such change or new 
expenditure is reasonably required to maintain the schedule to achieve the conunercial 
operation milestone dates set forth in Section 2.1, P£GTCE shall seek the consent of the 
OPA to such change or new expenditure, as set forth in Section~~ hereof. 

ill 3.1. 4. In case ofthe occurrence of any event described in Section 3 .1.3, l'BC3. ](c). ICE 
shall propose a revised Schedule A);), reflecting such expenditure or conunitment or change 
in expenditure or conunitment, together with a brief explanation thereof, including an 
explanation as to the impact on achieving the commercial operation milestone dates set 
forth in Section 2.1 if such expenditure, commitment or change is not made, and obtain the 
OPA~:s written consent to the revision prior to incurring such expenditure or making such 
conunitment. In the event that the OPA does not respond to such proposed revision within 
five (5) Business Days of receipt of notice thereof from J!£GICE as provided above, the 
OP A shall be deemed to have refused its consent. If the OPA provides its written consent 
to such revisions then the revised Schedule 0 proposed by ICE and accepted by the OPA 
shall become the onerative ScheduleD for the purposes hereof until replaced in accordance 
with the terms hereof . 

.12 3.2. In the event the OPA does not consent to a revision to Schedule A);), proposed by J!£GICE 
within five (5) Business Days of receipt of notice thereof from J!£GICE, or is deemed not to have 
consented, the commercial operation milestone dates set forth in Section 2.1 may be adjusted by 
mutual agreement of the Parties. lfwithia five (5) BesiHess Days efthe elate the QP,A, e!ees 
Ret eoHseat to the flFO!lOSea revisioH (or is aeemea Hot to l!ave eoHseatea), the Parties 
eooaot agree OH the ~!lfO!lriate aajestmeat efthe eommereial O!leratieH aates as a reselt ef 
the failere efPBC to iaeer the eJ<jlenaiffire or make the eommitmeat whieh PEG !lroposea 
to aaa to Sel!ea~e A, either Party may sellmit tile ais13Hte to Mike Nega, PriHeipal ooe! 
SeHiorDireetor, R.W. Beek lae. (the "Inlle!lendent E~ert") H!30H !lFOvilliHg Hotiee to the 
other Party. The lHae!lSHeleHt fui!3ert, aetiHg as an eJ<!lert ooel HOt as aH arllitrater, sl!all 
ilwestigate the elis13Hte aaa make l!is e!eeisioH iH aeeordaaee vlith the fellowiHg: 



(a) the IaaepeRaeftt Blf!le!'t shall ellsewe the priaeiple ef preeealffill fuimess aHa 
aamrel jHstiee; 

(!J) eaeh Party may deliver iafermatiea te the illdeflOOS8flt Bltpefl flFevidea that a SSflY 
efaay sHell iHfefffiatiea is alse eeH6-Uffefttly flffiYiclea te the ether Party; 

(e) the Parties shall at all times de all thiHgs whish the IBaepeHaeHt Blfjlefl reaseaallly 
re"!uires te flermit Bfl eEjHitaele aeeisien te lle made, iHelHaiHg maldag aYailallle aHY 
aeeumeHtS lie reaseaallly FeEjuests te iasJ3eet er Bfl)' emflleyee he reaseaallly reEjHests te 
iatewiew; the Parties shall net aet se as te delay er preveat a timely aeeisieH frem 
lleiHg made; 

(d) the illaepeaaeRt Blfjlefl shall make his aetermiaatiea ·.vithia tea (1 G) Busiaess Days 
efthe dispute lleing sHllmittea te the IBaepeaaeat Blfjlefl; 

(a) the IaclepeRaeat Blfjlefl' s Eletermiaatien shall be in writiHg aHa iaelHEie ia it a 
stetemeat efthe reaseas fur making his aeeisiea; 

(f) the illaep81laeftt B~tpefl's HP/estigatiea Bile aeeisien shall lle IEept eeHfiaeatial 
betweea the Parties aacl the mclepenaeat Blf!lerl; 

(g) the illclepeaaeftt Blfjlert's cletermiHatien shall lle fmal Bf!S binaiHg Sll the Parties, 
with the fellev.<iag eJteeptieH: 

• 
(i) the illEiepeaaeHt Blfjlert may, at his ewn iHitiative er where reEjaestea by sHe 

er beth Parties, eerreet his aetermiaatiea where iH his epiaien it eentaiHS a 
elerieal mista!Ee, a material misealeulatiea er a material mista!Ee ia the 
aeseriptiea sf aay matter SF iSSUe teferrea te in the aetermiaatiea, ]3F8Viaea 
that any sueh eerreetisH must be made a+la prsmHlgatecl te the Parties 
within five (5) llusiHess days, er sash ether periea agreed te by the Parties, 
efhis iaitial written Eletermrnatiea beiHg issued te the Parties; aHa 

(!J) eaeh Party shall bear its ewn eests relatiag te the ~fjlert cletermiaatiea preeess aaa 
aay eJfjleHses relatiHg te the engagemeftt ef the IBEiepeaaeftt Blfjlefl shall be shared 
e<tually boffiveea the Parties. 

f.rtiele 'f shaJJ aet Hflflly ts Ern)' disputes salJmittea te the fuaepeaSeHt Bltpert. 

~(<0, In the event that (i) this Agreement is terminated as provided in. Section 1.2, or (ii) . 
the Parties have not executed the Pertlaaas ACBSContract and terminated the Original 
Contract prior to the· end of the Term, PBG:a:;g shall, within thirty (30) Business Days of 
such termination or the end of the Term, as the case may be, submit to the OPA an invoice 
for the amounts for which it claims indemnification pursuant to Section 2.3, together with 
SHehreasonable documentation in support of the invoice as the~ OPA may acting 
reasonably. request additional sunporting documentation. The OPA shall notif'y PBGTCE 
of any dispute with any amounts so claimed within fifteen (I 5) Business Days of receipt 
thereof, in which case the provisions of Article V shall apply. 
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3.3.2. All amounts not subject to dispute shall be paid by the OPA to PEGIQ;; within 
thirty (30) calendar days of the date of the invoice and all amounts settled pursuant to the 
dispute resolution provisions hereof shall be paid within ten (1 0) Business Days of their 
resolution. All amounts not paid when due shall bear interest from the date due hereunder 
to the date of payment at a rate equal to the annual rate of interest quoted by, published and 
commonly known as the ~::prime rate'!;: of the Royal Bank of Canada at its main office in 
Toronto Ontario as the reference rate then in effect for interest rates on commercial 
demand loaus made by it in Canadian dollars to its Canadian borrowers plus four percent 
(4%) per annum. 

ARTICLE IV 

ARTICLE IV 
REPRESENTATIONS AND WARRANTIES 

4 1 4 .1. PBCTCE represents and warrants to the OPA and acknowledges and confirms that the 
OPA is relying on such representations and warranties in connection with the transactions 
contemplated herein: 

.(ru 4.1.1. PEG is a limiteEiflartllershifl feff!leEI aBEl eJdstiHg HHEier the la·ws ef#!e 
Prevmee ef OHtarie. PBCIICE is a corporation iocorporated under the laws of the 
PreviHee of OHtarie aHa as tHe geHeralj3artaer ef PECCanada and has the corporate 
power and authority to enter into and perform #!ei!s obligations of PEG under this 
Agreement. ~ 

Qll 4 .1.2. The execution and delivery and performance by PECITCE of this Agreement-on 
behalfefPEC and the consummation of the trausactions contemplated hereby have been 
duly authorized by all necessary corporate action on the part of PECITCE. 

£!<), ~The B~ecution and delivery of and performance by PECITCE of this Agreement 
OR aehalf efPEC: 

ill 4 .1.3 .1. do not and will not (or would not with the giving of notice, the 
lapse of time or the happening of any other event or condition) constitute or result 
in a violation or breach of, or conflict with any of the terms or provisions of the 
constating documents or by-laws ofPECI or PECTCE, as applicable; 

£ill 4.1.3 .2. do not and will not (or would not with the giving of notice, the 
lapse oftime or the happening of any other event or condition) constitute or result 
in a breach or violation of, or conflict with or allow any other person or entity to 
exercise any rights under, any of the terms or provisions of any contract, 
agreement or instrument to which PBCTCE is a party; and 

illU 4 .1.3.3. do not and will not result in the violation of any applicable (til) 
laws, statutes, codes, ordinances, principles of common law and equity, orders, 
decrees, rules and regulations or(#:\') judicial, arbitral, administrative, ministerial, 
departmental and regulatory judgments, orders, writs, injunctions, decisions, and 
awards of any governmental entity, in each case binding on or affecting PBCTCE. 
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!llJ 4 .1. 4. This Agreement has been duly executed and delivered by PECI eR aehalf ef 
PEGTCE and constitutes legal, valid and binding agreements ofPEGTCE (excluding any 
agreements to agree set forth in this Agreement), enforceable against it in accordance with 
their respective terms subject only to any limitation under applicable laws relating to (i) 
bankruptcy, winding-up, insolvency, arrangement, fraudulent preference and conveyance, 
assigmnent and preference and other similar laws of general application affecting 
creditors~: rights, and (ii) the discretion that a court may exercise in the granting of 
equitable remedies such as specific performance and injunction. 

4.2 4 .2. The OPA represents and warrants to PEGTCE and acknowledges and confirms that 
PEG ICE is relying on such representations and warranties in connection with th,e transactions 
contemplated herein: 

jill 4 .2.1. The OPA is a statutory corporation incorporated and existing under Parts Il.l and 
II.2 of the Electricity Act, 1998 (Ontario) and has the corporate power and authority to 
enter into and perform its ·obligations under this Agreement. 

.Q;U 4 .2.2. The execution and delivery of and performance by the OPA of this Agreement and 
the consummation.ofthe transactions contemplated hereby have been duly authorized by 
all necessary corporate action on the part of the OPA. 

~ ~The Bgxecution and delivery of and performance by the OPA of this Agreement: 

ill 4 .2.3 .1. do not and will not (or would not with the giving of notice, the 
lapse of time or the happening of any other event or condition) constitute or result 
in a violation or breach of, or conflict with any of the terms or provisions ofits 
constating documents or by-laws; 

!ill 4 .2.3 .2. do not and will not (or w~uld not with the giving of notice, the 
lapse of time or the happening or any other event or condition) constitute or result 
in a breach or violation of, or conflict with or allow any other person or entity to 
exercise any rights under, any of the terms or provisions of any contract, 
agreement or instrument to which it is a party; and 

(iii) 4 .2.3 .3. do not and will not result in the violation of any applicable (tl>) 
laws, statutes, codes, ordinances, principles of common law and equity, orders, 
decrees, rules and regulations or (#;10 judicial, arbitral, administrative, ministerial, 
departmental and regulatory judgments, orders, writs, injunctions, decisions, and 
awards of any governmental entity, in each case binding on or affecting the OPA. 

ill 4 .2.4. This Agreement has been duly executed and delivered by the OPA and constitutes 
legal, valid and binding agreements of the OPA (excluding any agreements to agree set 
forth in this Agreement), enforceable against it in accordance with their respective terms 
subject only to any limitation under applicable laws relating to (i) bankruptcy, winding-up, 
insolvency, arrangement, fraudulent preference and conveyance, assigmnent and 
preference and other similar laws of general application affecting creditors~: rights, and (ii) 
the discretion that a court may exercise in the granting of equitable remedies such as 
specific performance and injunction. 
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The tef!lls aHa eeaaitieas eel!taiaea in the Genw~ay ACBS Ceatl'aet axe iH all material 
res13eets eetHal te the terms ana eeaaitieas eeatainea ia the Eiraft Aeeeleratea Clean 
Energy St~j3j3ly Ceatl'aet j3reviaea ey the OPA te PBC sa Jaimmy 24, 2996. 

ARTICLEV 
lNTD: OPA to confirm that this is a "procurement contract" for the purposes of the Electricitv Act. 

~ 

(e) This Agreement iS a "procurement contract" for the purposes of Section 25.31 ofthe 
Electricity Act 1998 COntario). 

ARTICI.EV 
DISPUTE RESOLUTION 

5 .I 3 .1. Slil3j eet te S eetiea 3 .2, if!t any dispute, claim, question or difference (each a 
"::Jlispute!!::) arises with respect to this Agreement, including Schedule AD and the amounts 
owing by the OPA to llBCTCE pursuant to Section 2.3 hereof, tweone senior executives of 
llBCTCE and one from the OPA will use their reasonable best efforts to settle the Dispute. 
Notwithstanding the foregoing, the Parties agree that the provisions of this Article V shall not apply 
to any disputes relating to the negotiation of the terms and conditions of the Pertlanas ACES 
Contract. 

52 3.2. If the Parties do not reach a solution pursuant to Section 5.1 within five (5) Business Days 
following receipt of the notice of the Dispute by either Party to the other, then either Party can 
deliver a written notice to the other Party requiring the Dispute to be finally settled by arbitration in 
accordance with the provisions of the Arbitration Act, 1991 (Ontario) and tbe national arbitration 
rules of the ADR Institute of Canada, based upon the following: 

!:W, 5.2.1. The arbitration tribunal shall consist of one arbitrator appointed by mutual 
agreement of the Parties. In the event of failure to agree within three (3) Business Days 
following delivery of the written notice to arbitrate, each of the Parties to the Dispute shall 
designate an arm~:s-length third party within a further three (3) Business Days who 
together shall agree upon and appoint an arbitrator. In the event such third parties fail to 
appoint the arbitrator within three (3) Business Days after their appointment, either Party 
may apply to a judge of the Ontario Superior Court of Justice to appoint an arbitrator. 

Qil 5.2.2. The arbitrator shall be instructed that time is of the essence in the arbitration 
proceeding and, in any event, the arbitration award must be made within fifteen ( 15) 
Business Days after the arbitrator has been appointed. 

lNTD: These timeJines are extremely tight. This mav be limiting the pool of arbitrators tn people 
who do not get a lot of arbitration work.l 

~ 3.2.3. The arbitration shall take place in Toronto, Ontario and shall be conducted in 
English. 

!!!1 3.2.4. The arbitration award shall be given in writing and shall be final and binding on the 
Parties, not subject to any appeal (other than those limited rights of appeal set forth in the 
Arbitration Act, 1991 (Ontario)), and shall deal with the question of costs of arbitration and 
all related matters. The costs of arbitration include the arbitrators~: fees and expenses, the 
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provision of a reporter and transcripts, reasonable legal fees and reasonable costs of 
preparation of the Parties. · 

.(ru 5 .2.5. Judgment upon any award may be entered in any Court having jurisdiction or 
application may be made to the Court for a judicial recognition of the award or an order of 
enforcement, as the case may be. 

5.3 5.3. After written notice is given to refer any Dispute to arbitration, the Parties will meet. within 
five ( 5) Business Days of delivery of the notice and will negotiate in good faith any changes to 
these arbitration provisions or the rules of arbitration which are herein adopted, in an effort to 
expedite the process and otherwise ensure that the process is appropriate given the nature of the 
Dispute and the values at risk. 

ARTICLE VI 
CONFIDENTIALITY, ANNOUNCEMENTS 

AND DEALING WITH THE OPA 

.6J. 6.1. Baoh Party shall kee13 oerrfiaemial aea will set Hse fer aey impreper J'lllFJ3SSe er 
aiselese te ruf)' ether persea Sf effiity any iefermatiee eetainea ffem the ether Party er its 
ageets ana r8f!resentatives, HRless sHell. infermatiea (i) is er eeoemes geeerally availaale te 
the poolio ether than as a result efa Eliso!esHFe in vielatiee efthis Agreemeet, (ii). eeeemes 
a'tailaale te the Party ee a see oeefiaential easis ffem a seHroe ether than the ether Party er 
its ageets ana fSf!reseetatPieS, HRless the Party Jme•Ns that SHOh SSHFOe is 13rehieitea ffem 
aisolesieg the iefermatiee te it ey a eeetraetaal, fiaHeiary Sf ether legal eeligatiee te the 
ether Party, er (iii) was lGJSWR te the Party sa a HSH eenfiaential easis eefere its aisolesHre 
te the Party ey the ether Party Sf its agents ana representatP/eS. In the event that either 
Party is FeEjllirea by any lavv, ey law, rule SF f!Sliey efany gevemmental entity te aisolese 
any eeefiaential iefermatiee, it will, te the eJt!effi set prehiBitea ey aey lavl, ey law, rule er 
f!eliey ef ruf)' gevemmental entity, preYiae the ether Party with f!rSmf!t eetioe ef sHoh 
reEJilirements se that the ether Party may seek a preteot?;e eraer er ether af!prepriate 
remeay er waive oemf!lianee with the f!Fevisiees sf this Seetien 6.1. l'!etwithstaeaieg the 
feregeing, em suBject te Seetiee 6.4, either Par-ty shall ee f!ermittea te aisolese any S\iefl 
iefermatiee te the OMB er any ether miniatr-y efthe Previeoe efOntarie te the eJttent 
reEjllirea is oeeeeotiee with the Pertlanas Prejeot.The Parties acknowledge that this 
Agreement is confidential and is subject to the terms of the Confidentiality Agreement. 

.6.2. 6.2. PBC~ acknowledges that the OPA is subject to the Freedom oflnformation and 
. Protection of Privacy Act (Ontario) ('...!~PA"~ and that FIPPA applies to and governs all 
confidential information in the custody or control of the OPA (!!~JPPA Records"~ and 
may, subject to FIPPA, require the disclosure of such FIPPA Records to third parties. · 
PEGTCE agrees to provide a copy of any FIPPA Records that it previously provided to the 
OPA if PEGTCE continues to possess such FIPPA Records in ·a readily deliverable form at 
the time of the OPA!!s request. Information stored in any computer archive shall not be 
considered to be in a readily deliverable form. IfPEGTCE does possess such FIPPA Records 
in a readily deliverable form, it shall provide the same within a reasonable time after being 
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directed to do so by the OPA. The OPA acknowledges that FIPPA Records do not include 
any document or jnformation provided to the OPA or jts representatives nursuant to the 
Acknowledgements. The provisions of this Section 6.2 shall prevail over, and in lieu of, any 
other applicable provisions in this Agreementl 

fNTD: The foreaoing provision to be djscussed with the OPA.l 

6.3 6.3. No press release, public statement, announcement or other public disclosure (a '-':Public 
Statement11::_) with respect to this Agreement, the Pertlaaas ACeS Contract or the transactions 
contemplated in this Agreement may be made by either Party unless with the prior written consent 
and joint approval of the other Party except as may be required by law or agovernmental entity. 
Where the Public Statement is required by law or by a governmental entity, the Party required to 
make the Public Statement will use its best effort to obtain the approval of the other Party as to the 
form, nature and extent of the disclosure. 

6..1 6. 4. Bash Par-ty Sflesifieally ae!E!le'i\~eages ana agrees that it ·.v1ll negetiate the PeFtlapas 
ACBS Ceffifaet selely with the ether Party herete ana will net iHaireetly negetiate the 
Pertlana ACES CeRtraet tiH'eugh the GevefH!rleflt ef OBtaFie, ineh!aing the Qll,ffi er 
an;,· ether ministry efthe Prevmee efOBtarie. 

6.6 6.5 Either Party shall be free to communicate, or initiate any discussions or exchanges of 
information, with the OMEMinistrv of Energy !Ontario) ("OME") or any other ministry of the 
Province of Ontario regarding any role the OME or such other ministry may have with respect to 
the PertlanasPotential Project, including in respect of any required regulatory approvals. 

f..RTICLE VII 

ARTICJ.EVU 
MISCELLANEOUS 

ll 7.1. Any notice, direction or other communication (each a '-':;Notice11::.) given regarding the 
matters contemplated by this Agreement must be in writing, sent by personal delivery, courier or 
facsimile, along with a copy by electronic mail, and addressed: 

to the OP A at: 

120 Adelaide St. W. 
Suite 1600 
Toronto, ON MSH 1Tl 

Attention: Paul J. Bradley, Vise Presiaent, Generatien De•lele)'lmeBt • 

Telephone: 416 969 6QQS .! 
Facsimile: 416 967 1947..! 
e-mail: flaHl.eraaley@J'le·.verautherity.en.ea_! 

with a copy to: 



Oslier, Hoskin & Harcourt LLP P.O. Box 50, 61st Floor 
1 First Canadian Place 
Toronto, ON M5X 1B8 

Attention: 

Telephone: 
Facsimile: 

Rocco Sebastiano 

416-862-5859 
416-862:6666 

e-mail: rsebastiano@osler.com 

to PBGICE at: 

799 Uaiversity Aveaae 
TaFSnta, @l M5G 1X6 

/AtentiaH: James D. Barpee, CllairmaR 

Te1ephaae: 416 592 5139 
Faesimile: 416 592 5662 
e mail: j.r.etll'flee@apg.eem 

with eafJies ta: 

Ontaria Pawer GeaeratiaH !He. 
799 Uftiversity AveHae 
Taraate, <»l M5G 1X6 

Atteatiea: Chris Yaaag, Vise Presiaeat Prejeets, Basiaess Deve1afJmeat 

Te1ephaae: 416 592 3619 
Faesimile: 416 592 3511 
e mail: _ehris.yeaag@afJg.eem 

TraRsCaRaaa Baerg:,• 
SRoyal Bank Plaza 
200 Bay Street 
:Mth Floor, 55 Yaage 8treetSouth Tower 
Toronto, ON M5Ecr 2J1J4 

Attention: FiHH Greflaaa Tenx Bennett, Vice ;;President, Power Generation Development 



Telephone: 416-869~21330 
416-869-2056 Facsimile: 

e-mail: HHH greflHHa terrv bennett@transcanada.com 

A Notice is deemed to be delivered and received (i) if sent by personal delivery, on the date of 
delivery if it is a Business Day and the delivery was made prior to 4:00p.m. (Toronto time) and 
otherwise on the next Business Day, (ii) if sent by same-day servise courier service on the date of 
delivery if sent on a Business Day and delivery was made prior to 4:00p.m. (Toronto time) and 
otherwise on the next Business Day, (iii) if sent by overnight courier, on the next Business Day, or 
(iv) if sent by facsimile, on the Business Day following the date of confirmation of transmission by 
the originating facsimile. A Party may change its address for service from time to time by 
providing a Notice in accordance with the foregoing. Any subsequent Notice must be sent to the 
Party at its changed address. Any element of a Partyl:S address that is not specifically changed in a 
Notice will be assumed not to be changed. Sending a copy of a Notice to a Partyl:S legal counsel as 
contemplated above is for information purposes only and does not constitute delivery of the Notice 
to that Party. The failure to send a copy of a Notice by electronic mail or to legal counsel does not 
iovalidate delivery of that Notice to a Party. 

12 7.2. Time is of the essence in this Agreement. 

U 7.3. The Parties intend that this Agreement will not benefit or create any right or cause of action 
in favour of, any person or entity, other than the Parties to this Agreement. The Parties 
acknowledge and agree that at the conclusion of good faith negotiations of a Peftlaaas ACES 
Contract, the approval of their respective boards of directors !in such boards' sole discretion) will 
be required for execution and delivery of such Peftlaaas ACES Contract. 

1A 7.4. Except as otherwise expressly provided in this Agreement, each Party shall be responsible 
for its own costs and expenses incurred in connection with the negotiation, execution and 
performance of this Agreement and the Peftlaaas ACES Contract. 

7.5 7.5. This Agreement may oniy be amended, supplemented or otherwise modified by written 
agreement executed by the Parties. Subject to Section 1.3, if the Peftlaaas /.CBS Contract is 
executed and delivered by the Parties, the terms of the Peftlanas ACES Contract shall supersede 
and govern over the terms of this Agreement. 

7.6 7.6. No waiver of any of the provisions of this Agreement will constitute a waiver of any other 
provision (whether or not similar). No waiver will be binding unless executed in writing by the 
Party to be bound by the waiver. A Partyl;s failure or delay in exercising any right under this 
Agreement will not operate as a waiver of that right. A single or partial exercise of any right will 
not preclude a Party from any other or further exercise of that right or the exercise of any other right 
it may have. 

. ' 
U 7.7. This Agreement shall enure to the benefit of and.b;;' binding upon the Parties hereto and 

their permitted successors and assigns. PBCTCE shall be entitled to assign this Agreement, in 
whole or in part, with notice to the OPA, to one or more corporations, limited or general 
partoerships and/or other entities of which tae limitea partaers efPBCTCE or its affiliates retain 
control. Upon PBCTCE giving notice to the OPA of any such assignment, all references herein to 
PBCTCE shall to the extent appropriate be deemed to be and include such assignee or assignees. 



For the purposes hereof~;:controF;: shall have the meaning given thereto in the Business 
Corporations Act (Ontario). 

7.8 7.8. If any provision of this Agreement is determined to be illegal, mvalid or unenforceable by 
an arbitrator or any court of competent jUrisdiction from which no appeal exists or is taken, that 
provision will be severed from this Agreement and the remaining provisions will remain in full 
force and effect. 

1!l 7.9. This Agreement will be governed by, interpreted and enforced in accordance with the laws 
of the Province of Ontario and the federal laws of Canada applicable therein. 

7.10 7.1 G. For purposes of this Agreement, ~:,Rosiness Day";:means any day of the year other than a 
Saturday, Sunday or any day on which major banks are closed for business in Toronto, Ontario. 

7.11 7 .11. This Agreement may be executed in any number of counterparts (including counterparts by 
faesimileelectronic mail) and all such counterparts taken together will be deemed to constitute one 
and the same instrument. 

7.13 7.12. ThisAgreement,alongwithExhibitsi-£1f!&.H II III andiVandSchedulesA B CandD 
hereto, together constitute the entire agreement between the Parties pertaining to the subject matter 
of this Agreement. Any conflict or inconsistency between the Agreement and the Exhibits or 
Schedules shall be resolved by interpreting such documents in the following order, from highest to 
lowest priority, namely: [NTD: To be continued.! 

7.14 

(XU 

ill the Agreement; 

® Exhibit ll;-a!!tl 

(iii) Exhibit III· 

Civ) Exhibit IV· 

w (iii) Exhibit I,~ 

Cvij) ScheduleD· 

Cviin ScbeduleB· 

Cix) Schedule C: and 

(x) Schedule A. 

where a document of a higher priority shall govern over a document of a lower priority to 
the extent of any conflict or inconsistency. 



IN WITNESS WHEREOF, the Parties have executed this Implementation Agreement~ 

PORTL,~D8TRANSCANADAENERGY 

CENTRE INC., as geBeFal J:l&FtaeF feF 
PORTL~8 ENERGY CENTRE L.P. 
LID. 

By: 

Name: 
Title· 

~ 

By: 

Name: 
Title: 

~ 

ONTARIO POWER AUTHORITY 

By: 

}lame: 

Name: 
Title: 
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EXHIBIT II 
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PROCESS LETTER 
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MOl! 



EXHIBIT IV 
MINISTER'S DIRECTIVE 



·SCHEDULEA 
TECHNICAl, DESIGN RF,QlliREMENTS 

fNTD: Further discussion required.l 

Potential Project 
The PotentiaJ Project will: 
(a) be a dispatchable facilitv. 
(b) be a simple cycJe configuration generating facility. 
(c) utilize gas (which has been defined as natura] gas s1mp1ied by pipeline) as the fuel. 
(d) have a minimum Ramp Rate over a single five minute interval of a least 20 MW/minute and will be 
capable of responding to market prices at its specified Ramp Rate. both increasing and decreasing outnnt. 

Contract Capacity 
The Potential Proiect wm be a single generating faci1itv and will 
(a) be able to nrovide a minimum of 125 MW at 35 oc under both N-1 System Conditions and N-1 
Generating Facilitv Conditions simultaneously For further c]aritv the Potential Proiect must be designed to 
sunnly either transmission circuit CM20D or M21D) at all times Each unjt must be able to supply either 
transmission circuit at all times· 
(b) be able to provide a minimum of [4501 MW at 35 °C under N-2 System Conditions: 
(c) have a Season 3 Contract Capacity of no Jess than 250 MW' and 
(d) have a Contract Capacity of no more than [5501 MW in any Season. 

Electrical Connection 
The Potential Project will be connected directly to the IESO-Controlled Grid via new double circuit 230 kV 
transmission Jines. The Potential Project will have a direct connection to the Hydro One circuits M20D and 
M21D with a connection point located at or near the Preston TS. 

Emissions Requirements 
The Potential Project will not emit: 

(i) Nitrogen Oxides (NQx) in a concentration that exceeds 15 ppmv Chased upon Reference Conditions 
and 15% 02 in the exhaust gases on a dry volume basis) as measured using the KWCG Bmissions 
Measurement Methodology and all as more particularly set out in the Contract' or 

Cii) Carbon Monoxide CCO) in a concentration that exceeds 15 nnmv (based upon Reference 
Conditions and 15% 02 in the exhaust gases on a dry volume basis) as measured using the KWCG 
Emissions Measurement Methodology and a11 as more particularly set out in the Contract. 

The Contract will require that the emission limits for NOx and CO pursuant to this Section be (j) 

incomorated into the Potential Prgiect's Environmental Review Report prepared as part of its 
environmental assessment process or otherwise reflected in its completed environmental assessment and 
(ii) ultimately reflected in the Potentjal Project's application to the Ministry of the Environment for a 
Certificate ofApnroval (Air & Noise) Operating Permit. together with a request that such limits be imposed 
as a condition in such certificate of anproval 

The emission Jim its for NOx and CO stated in the Contract wi11 form the basis of an ongoing operating 
requirement For greater certaintv. the OPA is not requiring ICE to adopt any specific faci1itv design or 
utilize any particular control egnipment with respect to air emissions provided however that the Potential 
Project must comply with the NOx and CO limits set out above 



Fuel Supply 
The Potential Project will obtain gas distribution services from Union Gas Limited and ICE cannot 
by-pass Union Gas Limited. 

Equipment 
The Potential Project will be designed utilizing (2) Mitsubishi heavv Industries M501 GAC Fast Start gas 
gas-fired combustion turbine generators <the ';Generators'') with evaporative cooling and emission 
reduction equipment as purchased under Equipment Supply Agreement NO. 6519 dated Jnly 7 2009 
between MPS Canada. Inc C"MfS") and IransCanada Energy Ltd. ("ICE") as amended by letter 
agreements dated October 29 2010 November 19 2010 and December 31 2010 and as may be fur!her 
amended fi-om time to time. Each Generator shall be nominally rated at [250l MW (measured at the 
Generator's output terminals) ne:w and clean at ISO conditions. 



INTD, details to follow,! 

Permits and Annrovals 

SCHEDT!I,E B 
ADDITIONAL CONTACT TERMS 

Gas Delivery and Management Services Costs 

Interconnection Costs 

Operating Reserve 

Option to Extend Term 

Future Changes Rjsk Mitigation 



[NTD: to he provided senarateJy.l 

SCHEill!LEC 
PROCESS 



Cancellation Sch~dule 

SCHEDULED 
PROJECTED COSTS AND EXPENSES 

DURING THE TERM 

rNTD: The foiJowing is preliminary and subject to cbangeJ 

~ Eebru~ March 
2011 2QI! 2011 

A~ril 2Q I 1 Ma.: 2Q! 1 Jun~ 2011 

V~Jn~s are in millions and are cumulatiye JDQDtb to mQJ1ib 

Non~ReCQY!~rable costs for the Fa~ili~ _$llj5_ _$llj5_ _$llj5_ _$ll_6_ _$3_3_._(i _$3_3_._(i 

MPS Canada lnQ, ESA liS$ $108.5 $]30,2 $137.5 $143 3 $144.7 $1447 

Hedging Cgs:ts US$ 00 Cdn$ ..$J.2.4 ..$J.2.4 Jl2..i $12.4 ..$J.2.4 $12.4 

MPS C~nada1 Inc ESA f(s Q~tigo _$14& .lll.!i ..$JA,Q _$14& .lll.!i _$14& 

MPS Canada Inc, LTSA _$4,1 _$4,1 _$4,1 _$4,1 _$4,1 _$4,1 

MPS Canada lnQl IRA Xl..5. ..$.U. ..$L5. Xl..5. ..$L5. ..$L5. 

TransC~nada Business DeyeloJJ;meJJt _$Q.J_ _$Q.J_ _$02 _$lU _$lU 

IransCanada D:evelgument Engineering _$02 _$lU ..$ilii _$.(),1 _$LQ ..$J..J. 

Extemal Detailed Design Engineering _So _$lL8. _$1.1 ..ru ~ _$4..() 

Othe:r Engineering Consulting _$Q.J_ _$lU _$Q.j_ _$.(),1 _$lL8. jQ.2 

Cgnsultant Environmental _$Q.J_ ~ _$lU ..$M _$lL5_ 

Land Qptigns Cgsts and Real Estate JQj, $0.5 $0.5 _$lL5_ 

I 
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Aleksandar Kojic 

From: 
Sent: 

Michael Killeavy 
January 25, 2011 10:55 AM 
JoAnne Butler To: · 

Subject: FW: TransCanada- Ontario Power Authority- Implementation Agreement 
Attachments: lA Cambridge (draft Jan 24,2011 v3).doc; WSComparison_lmplementation Agreement-IA 

Cambridge (draft Jan 24, 2011 v3).pdf 

Importance: High 

Clean version and blackline against the PEC agreement. 

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: January 24, 2011 4:47 PM 
To: Michael Killeavy; Sebastiane, Rocco; 'Smith, Elliot' 
Subject: FW: TransCanada - Ontario Power Authority - Implementation Agreement 
Importance: High 

Drum roll please ..... attached is the draft Implementation Agreement. 

TCE is asking if we still want to meet tomorrow at 3:00 p.m. to discuss or if we require more time to review? Please let 
me know what your preference is. 

Thanks, 
Deb 

Deborah Langelaan I Manager, Natural Gas Projects I OPA I 
Suite 1600-120 Adelaide St. W. I Toronto, ON MSH 1T1 I 
T: 416.969.6052 IF: 416.967.19471 deborah.langelaan@powerauthority.on.ca 1 

From: John Mikkelsen [mailto:john mikkelsen@transcanada.coml 
Sent: January 24, 2011 4:41 PM 
To: Deborah Langelaan 
Cc: Terry Bennett; Geoff Murray; John Cashin 
Subject: TransCanada - Ontario Power Authority - Implementation Agreement 

Deborah, 

1 



Attached please find attached draft Implementation Agreement for the Potential Project. 

Best regards, 

John Mikkelsen, P.Eng. 

Director, Eastern Canada, Power Development 

TransCanada 

Royal Bank Plaza 
200 Bay Street 
24th Floor, South Tower 
Toronto, Ontario M5J 2J1 

Tel: 416.869.2102 

Fax:416.869.2056 

Cell:416.559.1664 

This electronic message and any attached documents are intended only for the named addressee(s). This 
communication from TransCanada may contain information that is privileged, confidential or otherwise 
protected from disclosure and it must not be disclosed, copied, forwarded or distributed without authorization. 
If you have received this message in error, please notify the sender immediately and delete the original 
message. Thank you. 

2 
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TCE Draft- January 24, 2011 

WITH PREJUDICE 

IMPLEMENTATION AGREEMENT 

between 

TRANSCANADA ENERGY LTD. 

and 

ONTARIO POWER AUTHORITY 

This IMPLEMENTATION AGREEMENT (the "Agreement"), effective as of •, 2011, is by and 
between (a) TransCanada Energy Ltd. ("TCE"), a Canadian corporation, and (b) the Ontario Power 
Authority, a statutory corporation established under Part II.! and Part II.2 of the Electricity Act, 1998 
(Ontario) (the "OPA"), which are sometimes collectively referred to herein as the "Parties" or singularly 
as a "Party". 

WHEREAS the OPA and TCE executed the Southwest GTA Clean Energy Supply (CBS) 
Contract (the "Original Contract") dated October 9, 2009 for a power generation facility (the "Facility") 
to be built and operated by TCE in Oakville, Ontario; 

AND WHEREAS TCE had entered into contracts and expended funds to develop the Facility; 

AND WHEREAS by letter dated October 7, 2010, the OPA advised TCE that it would not 
proceed with the Original Contract and directed TCE to cease all further work and activities in connection 
with the Facility; 

AND WHEREAS the OPA and TCE entered into a Confidentiality Agreement dated effective as 
of October 8, 2010 (the "Confidentiality Agreement") (a copy of which is attached as Exhibit I); 

AND WHEREAS in accordance with the OPA's letter of October 7, 2010, the OPA and TCE 
have been working cooperatively to identify other generation projects; 

AND WHEREAS in its 18-Month Outlook Update (December 3, 2010), the Independent 
Electricity System Operator ("IESO") confirmed the need for a peaking natural gas-fired power plant in 
the K.itchener-Waterloo-Cambridge area; 

AND WHEREAS the OP A and TCE have been discussing the potential development of a simple 
cycle natural gas-fired power generation project in theKitchener-Waterloo-Cambridge area having an 
approximate Season 3 (as defined in the Original Contract) contract capacity of 450 MW (the "Potential 
Project"); 

AND WHEREAS the OPA has delivered to TCE and MJ>S Canada Inc. an Acknowledgement 
dated December 17, 2010 and has delivered to TCE an Acknowledgement dated • (copies of which are 
attached as Exhibit II), and may at a future date designate specified information as confidential or highly 
confidential for the purposes of Section 17 of the Freedom of Information and Protection of Privacy Act 
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and provide additional acknowledgements of such designations (existing and future acknowledgements 
collectively referred to as the "Acknowledgements"); 

AND WHEREAS the OPA and TCE entered into a letter agreement dated December 21, 2010 
regarding the Potential Project (the "MOU") (a copy of which is attached as Exhibit III); 

AND WHEREAS on •, 2011, the Minister of Energy of Ontario issued a directive (the 
"Directive") to the OPA (a copy of which is attached as Exhibit IV) to continue negotiations with TCE 
related to the Potential Project, with the view to concluding and executing a defmitive contract for the 
Potential Project by June, 2011, which will address the system needs described above; 

[NTD: TCE and the OPA to discuss what the expectation is vis a vis the timing and content of the 
Directive.] 

AND WHEREAS the OPA and TCE desire to enter into an agreement setting forth the process 
for expediting TCE's development and construction of the Potential Project prior to fmalizing the 
Contract (as defined herein); 

NOW THEREFORE, in consideration of the agreements, premises and mutual covenants 
contained herein and other good and valuable consideration (the receipt and sufficiency of which are 
hereby acknowledged), TCE and the OP A agree as follows: 

ARTICLE I 
TERM OF AGREEMENT 

1.1 Unless extended by mutual written agreement of the Parties, and subject to earlier termination as 
set forth in Sections 1.2, the term of this Agreement (the "Term") shall be from the effective date 
hereof until the earlier of(i) 5:00PM (Toronto time) on June 30, 2011 and (ii) execution and 
delivery by the Parties of the Contract. 

1.2 This Agreement may be terminated at any time by mutual agreement of the Parties. 

1.3 Notwithstanding termination of this Agreement by effluxion of time or otherwise as provided 
herein, the provisions of Sections 2.3, 2.4, 2.5, 3.3(a), 3.3(b), 6.1 and 6.2 and Articles V and VI1 
shall survive if the Contract is not executed and delivered by the Parties; whereas if the Contract 
is executed and delivered by the Parties, only Sections 6.1 and 6.2 shall survive, unless otherwise 
set forth in the Contract. 

ARTICLE II 
COMMITMENTS 

2.1 TCE hereby covenants and agrees to proceed during the Term with the development of the 
Potential Project, with a target of achieving commercial operation by [December 31, 2015] and 
being registered and available as a dispatchable facility with the lESO by [December 31, 2015]. 
[NTD; to be discussed re permit risk.] 

2.2 During the Term, the Parties covenant and agree to negotiate in good faith and to use their 
commercially reasonable efforts to execute an agreement (the "Contract") on the basis described 
in the Directive, the MOU and this Agreement for the development, construction and operation of 
the Potential Project and on terms and conditions acceptable to each of the Parties, acting 
reasonably. The Parties further covenant and agree that upon the execution and delivery of the 
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Contract, they will terminate the Original Contract. For greater certainty and without limiting the 
generality of the foregoing, the Parties acknowledge and agree that: 

(a) The Potential Project shall meet the Technical Design Requirements set out in 
Schedule A; 

(b) The Contract shall be based on the form of the Northern York Region Peaking 
Generation Contract (the "NYR Contract") and shall include the additional terms set out 
in Schedule B and such other terms as may be required by this Agreement; 

(c) The process for the good faith negotiations is set out in Schedule C; 

provided that if, after negotiating in good faith, the Parties cannot agree on the appropriate 
amount to be the "Net Revenue Requirement", the O&M payment or any other variable to be 
included in Exhibit B of the Contract or any changes that should be made to the NYR Contract, 
the Parties shall be deemed to have negotiated the terms of the Contract in good faith and used 
commercially reasonable efforts. 

2.3 In the event that the Parties do not enter into the Contract prior to the end of the Term, unless 
such event is the result ofTCE not having negotiated the terms of the Contract in good faith or 
TCE not having used its commercially reasonable efforts to execute and deliver a Contract in the 
form that was negotiated and agreed by the Parties' respective negotiating teams, subject to 
Section 3.l(a), the OPA hereby indemnifies and holds TCE harmless against, and agrees to 
reimburse TCE for, all costs and expenses TCE reasonably incurs in undertaking its obligations 
pursuant to this Agreement as set forth in Schedule D hereto (as such Schedule may be revised 
from time to time in accordance with Section 3.1, all as more particularly described in Article ill 
hereof), except that TCE shall not be entitled to indemnification for any particular costs and 
expenses incurred in terminating any commitments included in ScheduleD to the extent that TCE 
has not used its commercially reasonable efforts to mitigate such costs and expenses following 
the end of the Term. At the request of the OPA, TCE shall, 

(a) provide copies of all work product, the cost and expense for which the OPA has 
reimbursed TCE or its affiliates pursuant to the indemnity herein (the "Indemnified 
Work Product"); 

(b) grant to the OPA a license to use that portion of the Indemnified Work Product that does 
not constitute confidential information ofTCE or any third party or is not otherwise 
proprietary with respect to the Potential Project; 

(c) upon the future productive use by TCE of any portion of the Indemnified Work Product, 
reimburse the OPA for the indemnified cost related to that portion of the Indemnified 
Work Product; and 

(d) to the extent that Indemnified Tangible Goods (as defmed below) are assignable, transfer, 
assign or deliver Indemnified Tangible Goods to the OPA, without further liability of the 
OP A save and except for its assumption of any liabilities associated with such 
Indemnified Tangible Goods after the date of such transfer, assignment or delivery; for 
the purposes hereof "Indemnified Tangible Goods" includes TCE's or its affiliates' 
right, title and interest in and to any tangible goods, materials and equipment, the costs 
and expenses relating to which the OPA has reimbursed TCE or its affiliates pursuant to 
the indemnity herein. 
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For greater certainty, the Parties acknowledge and agree that (A) there is no intention that 
pursuant hereto TCE would transfer to the OPA any real property, intellectual property, 
processes, copyright, licences, permits or approvals or confidential proprietary information and 
work product; and (B) the OPA's obligation to indemnify TCE shall not exceed the aggregate of 
the Cap Amount, as hereafter defmed. 

The OP A also acknowledges that the Indemnified Work Product and Indemnified Tangible 
Goods are being prepared specifically for TCE as part of the Potential Project, and that they are 
not intended or represented to be suitable for reuse by the OPA in respect of any other project or 
for any other purpose. The transfer, assignment or delivery of the Indemnified Work Product and 
Indemnified Tangible Goods is made without any representation or warranty by TCE or the 
provider of the Indemnified Work Product or Indemnified Tangible Goods, including as to fitness 
for use, accuracy, quality or merchantability. Any use thereof by the OPA will be without any 
representation or warranty by TCE or the provider of the Indemnified Worl) Product or 
Indemnified Tangible Goods and at the OPA's sole risk and without liability or legal recourse to 
TCE or the provider of the Indemnified Work Product or Indemnified Tangible Goods. 

2.4 If for any reason the Parties do not enter into the Contract prior to the end of the Term, then TCE 
shall be entitled to pursue all of its legal remedies against the OPA for claims arising out of the 
decision by the OPA not to proceed with the Original Contract, including for the repudiation of 
the Original Contract. 

2.5 Notwithstanding any other provision of this Agreement, neither Party shall have any obligation or 
liability to the other for any indirect, special or consequential damages resulting from a breach of 
this Agreement. For greater certainty, no provision of this Agreement will in any way affect, 
limit or interfere with TCE's rights and remedies in respect of the Original Contract. 

3.1 (a) 

ARTICLE ill 
BREAK-UP COSTS 

Schedule D attached hereto, as it may be revised and replaced from time to time in . 
accordance with the procedure set forth in this Article ill, sets forth the aggregate and the 
categories of the costs and expenses relating to the Potential Project for which the OPA 
agrees to indemnify TCE. The OPA acknowledges and agrees that the consent or 
approval of the OP A is not required if the allocations of the aggregate costs amongst the 
categories are changed by TCE provided that the OPA's obligations to indemnify TCE 
for its costs and expenses in accordance with the provisions of Section 2.3 at any given 
point shall not exceed the aggregate dollar amount of the costs and expenses set forth in 
ScheduleD for that point in time plus $1,000,000 (the "Cap Amount"). 

(b) During the Term, with respect to any individual expenditure or commitment by TCE in 
excess of $1,000,000 for which the OPA may be liable pursuant to Section 2.3, TCE shall 
provide written notice (as provided in Section 7.1 hereof) together with a brief 
explanation of the nature of the expenditure or commitment within five (5) Business 
Days ofTCE having executed a written agreement to incur such expenditure. The OPA 
acknowledges that TCE has already made the expenditures or commitments identified in 
ScheduleD as !)On recoverable costs for the Facility or owing to MPS Canada, Inc. and 
that no written notice of such expenditures or commitments is required. 
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(c) During the Term, if there occurs 

(i) any change in an expenditure or commitment provided for on ScheduleD, or 

(ii) any new expenditure not included on Schedule D which TCE would intend to 
claim pursuant to Section 2.3, 

which change or new expenditure would cause the total potential liability of the OPA 
under Section 2.3 to exceed the aggregate amount set forth in ScheduleD at that point in 
time by an amount greater than $1,000,000 and provided that such change or new 
expenditure is reasonably required to maintain the schedule to achieve the commercial 
operation milestone dates set forth in Section 2.1, TCE shall seek the consent of the OPA 
to such change or new expenditure, as set forth in Section 3.l(d) hereof. 

(d) In case of the occurrence of any event described in Section 3.l(c), TCE shall propose a 
revised Schedule D reflecting such expenditure or commitment or change in expenditure 
or commitment, together with a brief explanation thereof, including an explanation as to 
the impact on achieving the commercial operation milestone dates set forth in Section 2.1 
if such expenditure, commitment or change is not made, and obtain the OPA's written 
consent to the revision prior to incurring such expenditure or making such commitment. 
In the event that the OPA does not respond to such proposed revision within five (5) 
Business Days of receipt of notice thereof from TCE as provided above, the OPA shall be 
deemed to have refused its consent. If the OPA provides its written consent to such 
revisions, then the revised Schedule D proposed by TCE and accepted by the OPA shall 
become the operative Schedule D for the purposes hereof until replaced in accordance 
with the terms hereof. 

3.2 In the event the OP A does not consent to a revision to Schedule D proposed by TCE within five 
(5) Business Days of receipt of notice thereof from TCE, or is deemed not to have consented, the 
commercial operation milestone dates set forth in Section 2.1 may be adjusted by mutual 
agreement of the Parties. 

3.3 (a) In the event that (i) this Agreement is terminated as provided in Section 1.2, or (ii) the 
Parties have not executed the Contract and terminated the Original Contract prior to the 
end of the Term, TCE shall, within thirty (3 0) Business Days of such termination or the 
end of the Term, as the case may be, submit to the OPA an invoice for the amounts for 
which it claims indemnification pursuant to Section 2.3, together with reasonable 
documentation in support of the invoice. The OP A may, acting reasonably, request 
additional supporting documentation. The OP A shall notify TCE of any dispute with any 
amounts so claimed within fifteen (15) Business Days of receipt thereof, in which case 
the provisions of Article V shall apply. 

(b) All amounts not subject to dispute shall be paid by the OPA to TCE within thirty (30) 
calendar days of the date of the invoice and all amounts settled pursuant to the dispute 
resolution provisions hereof shall be paid within ten (I 0) Business Days of their 
resolution. All amounts not paid when due shall bear interest from the date due 
hereunder to the date of payment at a rate equal to the annual rate of interest quoted by, 
published and commonly known as the "prime rate" of the Royal Bank of Canada at its 
main office in Toronto Ontario as the reference rate then in effect for interest rates on 
commercial demand loans made by it in Canadian dollars to its Canadian borrowers plus 
four percent ( 4%) per annum. 
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ARTICLE IV 
REPRESENTATIONS AND WARRANTIES 

4.1 TCE represents and warrants to the OPA and acknowledges and confirms that the OPA is relying 
on such representations and warranties in connection with the transactions contemplated herein: 

(a) TCE is a corporation incorporated under the laws of the Canada and has the corporate 
power and authority to enter into and perform its obligations under this Agreement. 

(b) The execution and delivery and performance by TCE of this Agreement and the 
consummation of the transactions contemplated hereby have been duly authorized by all 
necessary corporate action on the part ofTCE. 

(c) The execution and delivery of and performance by TCE of this Agreement: 

(i) do not and will not (or would not with the giving of notice, the lapse of time or 
the happening of any other event or condition) constitute or result in a violation 
or breach of, or conflict with any of the terms or provisions of the constating 
documents or by-laws of TCE, as applicable; 

(ii) do not and will not (or would not with the giving of notice, the lapse of time or 
the happening of any other event or condition) constitute or result in a breach or 
violation of, or conflict with or allow any other person or entity to exercise any 
rights under, any of the terms or provisions of any contract, agreement or 
instrument to which TCE is a party; and 

(iii) do not and will not result in the violation of any applicable (x) laws, statutes, 
·codes, ordinances, principles of common law and equity, orders, decrees, rules 
and regulations or (y) judicial, arbitral, administrative, ministerial, departmental 
and regulatory judgments, orders, writs, injunctions, decisions, and awards of any 
governmental entity, in each case binding on or affecting TCE. 

(d) This Agreement has been duly executed and delivered by TCE and constitutes legal, valid 
and binding agreements of TCE (excluding any agreements to agree set forth in this 
Agreement), enforceable against it in accordance with their respective terms subject only 
to any limitation under applicable laws relating to (i) bankruptcy, winding-up, 
insolvency, arrangement, fraudulent preference and conveyance, assigurnent and 
preference and other similar laws of general application affecting creditors' rights, and (ii) 
the discretion that a court may exercise in the granting of equitable remedies such as 
specific performance and injunction. 

4.2 The OP A represents and warrants to TCE and acknowledges and confirms that TCE is relying on 
such representations and warranties in connection with the transactions contemplated herein: 

(a) The OPA is a statutory corporation incorporated and existing under Parts II. I and II.2 of 
the Electricity Act, 1998 (Ontario) and has the corporate power and authority to enter into 
and perform its obligations under this Agreement. 

(b) The execution and delivery of and performance by the OPA of this Agreement and the 
consummation of the transactions contemplated hereby have been duly authorized by all 
necessary corporate action on the part of the OP A. 
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(c) The execution and delivery of and performance by the OPA of this Agreement: 

(i) do not and will not (or would not with the giving of notice, the lapse of time or 
the happening of any other event or condition) constitute or result in a violation 
or breach of, or conflict with any of the terms or provisions of its constating 
documents or by-laws; 

(ii) do not and will not (or would not with the giving of notice, the lapse of time or 
the happening or any other event or condition) constitute or result in a breach or 
violation of, or conflict with or allow any other person or enti1y to exercise any 
rights under, any of the terms or provisions of any contract, agreement or 
instrument to which it is a par1y; and 

(iii) do not and will not result in the violation of any applicable (x) laws, statutes, 
codes, ordinances, principles of common law and equi1y, orders, decrees, rules 
and regulations or (y) judicial, arbitral, administrative, ministerial, departmental 
and regulatory judgments, orders, writs, injunctions, decisions, and awards of any 
governmental enti1y, in each case binding on or affecting the OP A. 

(d) This Agreement has been duly executed and delivered by the OPA and constitutes legal, 
valid and binding agreements of the OP A (excluding any agreements to agree set forth in 
this Agreement), enforceable against it in accordance with their respective terms subject 
only to any limitation under applicable laws relating to (i) bankruptcy, winding-up, 
insolvency, arrangement, fraudulent preference and conveyance, assigrunent and 
preference and other similar laws of general application affecting creditors' rights, and (ii) 
the discretion that a court may exercise in the granting of equitable remedies such as 
specific performance and injunction. 

[NTD: OP A to confirm that this is a "procurement contract'' for the purposes of the Electricity Act; 
1998.] 

(e) This Agreement is a "procurement contract" for the purposes of Section 25.31 of the 
Electricity Act, 1998 (Ontario). 

ARTICLEV 
DISPUTE RESOLUTION 

5.1 If any dispute, claim, question or difference (each a "Dispute") arises with respect to this 
Agreement, including Schedule D and the amounts owing by the OPA to TCE pursuant to Section 
2.3 hereof, one senior executive ofTCE and one from the OPA will use their reasonable best 
efforts to settle the Dispute. Notwithstanding the foregoing, the Parties agree that the provisions 
of this Article V shall not apply to any disputes relating to the negotiation of the terms and 
conditions of the Contract. 

5.2 If the Parties do not reach a solution pursuant to Section 5.1 within five (5) Business Days 
following receipt of the notice of the Dispute by either Par1y to the other, then either Par1y can 
deliver a written notice to the other Par1y requiring the Dispute to be finally settled by arbitration 
in accordance with the provisions of the Arbitration Act, ·1991 (Ontario) and the national 
arbitration rules of the ADR Institute of Canada, based upon the following: 



- 8-

(a) The arbitration tribunal shall consist of one arbitrator appointed by mutual agreement of 
the Parties. In the event offailure to agree within three (3) Business Days following 
delivery of the written notice to arbitrate, each of the Parties to the Dispute shall 
designate an arm's-length third party within a further three (3) Business Days who 
together shall agree upon and appoint an arbitrator. In the event such third parties fail to 
appoint the arbitrator within three (3) Business Days after their appointment, either Party 
may apply to a judge of the Ontario Superior Court of Justice to appoint an arbitrator. 

(b) The arbitrator shall be instructed that time is of the essence in the arbitration proceeding 
and, in any event, the arbitration award must be made within fifteen (15) Business Days 
after the arbitrator has been appointed. 

[NTD: These timelines are extremely tight. This may be limiting the pool of arbitrators to people who 
do not get a lot of arbitration work.) 

(c) The arbitration shall take place in Toronto, Ontario and shall be conducted in English. 

(d) The arbitration award shall be given in writing and shall be final and binding on the 
Parties, not subject to any appeal (other than those liroited rights of appeal set forth in the 
Arbitration Act, 1991 (Ontario)), and shall deal with the question of costs of arbitration 
and all related matters. The costs of arbitration include the arbitrators' fees and expenses, 
the provision of a reporter and transcripts, reasonable legal fees and reasonable costs of 
preparation of the Parties. 

(e) Judgment upon any award may be entered in any Court having jurisdiction or application 
may be made to the Court for a judicial recognition of the award or an order of 
enforcement, as the case may be. 

5.3 After written notice is given to refer any Dispute to arbitration, the Parties will meet within five 
(5) Business Days of delivery of the notice and will negotiate in good faith any changes to these 
arbitration provisions or the rules of arbitration which are herein adopted, in an effort to expedite 
the process and otherwise ensure that the process is appropriate given the nature of the Dispute 
and the values at risk. 

ARTICLE VI 
CONFIDENTIALITY, ANNOUNCEMENTS 

AND DEALING WITH THE OPA 

6.1 The Parties acknowledge that this Agreement is confidential and is subject to the terms of the 
Confidentiality Agreement. 

6.2 [TCE acknowledges that the OP A is subject to the Freedom of Information and Protection 
of Privacy Act (Ontario) ("FIPPA") and that FIPPA applies to and governs all confidential 
information in the custody or control of the OPA ("FIPPA Records") and may, subject to 
FIPP A, require the disclosure of such FIPP A Records to third parties. TCE agrees to 
provide a copy of any FIPP A Records that it previously provided to the OP A if TCE 
continues to possess such FIPP A Records iu a readily deliverable form at the time of the 
OPA's request. Information stored in any computer archive shall not be considered to be iu 
a readily deliverable form. If TCE does possess such FIPP A Records in a readily 
deliverable form, it shall provide the same within a reasonable time after being directed to 
do so by the OP A. The OP A acknowledges that FIPP A Records do uot include any 
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document or information provided to the OP A or its representatives pursuant to the 
Acknowledgements. The provisions of this Section 6.2 shall prevail over, and in lieu of, any 
other applicable provisions in this Agreement.] 

[NTD: The foregoing provision to he discussed with the OP A.] 

6.3 No press release, public statement, announcement or other public disclosure (a "Public 
Statement") with respect to this Agreement, the Contract or the transactions contemplated in this 
Agreement may be made by either Party unless with the prior written consent and joint approval 
of the other Party except as may be required by law or a governmental entity. Where the Public 
Statement is required by law or by a governmental entity, the Party required to make the Public 
Statement will use its best effort to obtain the approval of the other Party as to the form, nature 
and extent of the disclosure. 

6.4 Either Party shall be free to communicate, or initiate any discussions or exchanges of information, 
with the Ministry of Energy (Ontario) ("OME") or any other ministry of the Province of Ontario 
regarding any role the OME or such other ministry may have with respect to the Potential Project, 
including in respect of any required regulatory approvals. 

ARTICLE VII 
MISCELLANEOUS 

7.1 Any notice, direction or other communication (each a "Notice") given regarding the matters 
contemplated by this Agreement must be in writing, sent by personal delivery, courier or 
facsimile, along with a copy by electronic mail, and addressed: 

to the OPA at: 

120 Adelaide St. W. 
Suite 1600 
Toronto, ON M5H 1 T1 

Attention: • 

Telephone: • 
Facsimile: • 
e-mail: • 

with a copy to: 

Osier, Hoskin & HarcourtLLP P.O. Box 50, 6lst Floor 
1 First Canadian Place 
Toronto, ON M5X !B8 

Attention: Rocco Sebastiano 

Telephone: 416-862-5859 
Facsimile: 416-862-6666 
e-mail: rsebastiano@osler.com 
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Royal Bank Plaza 
200 Bay Street 
24th Floor, South Tower 
Toronto, ON M5J 2Jl 
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Attention: Terry Bennett, Vice-President, Power Generation Development 

Telephone: 416-869-21330 
Facsimile: 416-869-2056 
e-mail: terry_ bennett@transcanada.com 

A Notice is deemed to be delivered and received (i) if sent by personal delivery, on the date of 
delivery if it is a Business Day and the delivery was made prior to 4:00p.m. (Toronto time) and 
otherwise on the next Business Day, (ii) if sent by same-day courier service, on the date of 
delivery if sent on a Business Day and delivery was made prior to 4:00p.m. (Toronto time) and 
otherwise on the next Business Day, (iii) if sent by overnight courier, on the next BusinesS Day, 
or (iv) if sent by facsimile, on the Business Day following the date of confirmation of 
transmission by the originating facsimile. A Party may change its address for service from time to 
time by providing a Notice in accordance with the foregoing. Any subsequent Notice must be 
sent to the Party at its changed address. Any element of a Party's address that is not specifically 
changed in a Notice will be assumed not to be changed. Sending a copy of a Notice to a Party's 
legal counsel as contemplated above is for information purposes only and does not constitute 
delivery of the Notice to that Party. The failure to send a copy of a Notice by electronic mail or 
to legal counsel does not invalidate delivery ofthat Notice to a Party. 

7.2 Time is of the essence in this Agreement. 

7.3 The Parties intend that this Agreement will not benefit or create any right or cause of action in 
favour o:t; any person or entity, other than the Parties to this Agreement. The Parties 
acknowledge and agree that at the conclusion of good faith negotiations of a Contract, the 
approval of their respective boards of directors (in such boards' sole discretion) will be required 
for execution and delivery of such Contract. 

7.4 Except as otherwise expressly provided in this Agreement, each Party shall be responsible for its 
own costs and expenses incurred in connection with the negotiation, execution and performance 
of this Agreement and the Contract. 

7.5 This Agreement may only be amended, supplemented or otherwise modified by written 
agreement executed by the Parties. Subject to Section 1.3, if the Contract is executed and 
delivered by the Parties, the terms of the Contract shall supersede and govern over the terms of 
this Agreement. 

7.6 No waiver of any of the provisions of this Agreement will constitute a waiver of any other 
provision (whether or not similar). No waiver will be binding unless executed in writing by the 
Party to be bound by the waiver. A Party's failure or delay in exercising any right under this 
Agreement will not operate as a waiver of that right. A single or partial exercise of any right will 
not preclude a Party from any other or further exercise of that right or the exercise of any other 
right it may have. 
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7. 7 This Agreement shall enure to the benefit of and be binding upon the Parties hereto and their 
pennitted successors and assigns. TCE shall be entitled to assign this Agreement, in whole or in 
part, with notice to the OPA, to one or more corporations, limited or general partoerships and/or 
other entities of which TCE or its affiliates retain control. Upon TCE giving notice to the OPA of 
any such assignment, all references herein to TCE shall to the extent appropriate be deemed to be 
and include such assignee or assignees. For the purposes hereof "control" shall have the meaning 
given thereto in the Business Corporations Act (Ontario). 

7.8 If any provision of this Agreement is detennined to be illegal, invalid or unenforceable by an 
arbitrator or any court of competent jurisdiction from which no appeal exists or is taken, that 
provision will be severed from this Agreement and the remaining provisions will remain in full 
force and effect. 

7.9 This Agreement will be governed by, interpreted and enforced in accordance with the laws of the 
Province of Ontario and the federal laws of Canada applicable therein. 

7.10 For purposes of this Agreement, "Business Day" means any day of the year other than a 
Saturday, Sunday or any day on which major banks are closed for business in Toronto, Ontario. 

7.11 This Agreement may be executed in any number of counterparts (including counterparts by 
electronic mail) and all such counterparts taken together will be deemed to constitute one and the 
same instrument. 

7.12 This Agreement, along with Exhibits I, II, ill, and IV and Schedules A, B, C and D hereto, 
together constitute the entire agreement between the Parties pertaining to the subject matter of 
this Agreement. Any conflict or inconsistency between the Agreement and the Exhibits or 
Schedules shall be resolved by interpreting such documents in the following order, from highest 
to lowest priority, namely: [NTD: To be confirmed.] 

(i) the Agreement; 

(ii) Exhibit II; 

(iii) Exhibit ill; 

(iv) Exhibit IV; 

(v) Exhibit I; 

(vi) ScheduleD; 

(vii) Schedule B; 

(viii) Schedule C; and 

(ix) Schedule A. 

where a document of a higher priority shall govern over a document of a lower priority to the 
extent of any conflict or inconsistency. 
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IN WITNESS WHEREOF, the Parties have executed this Implementation Agreement 

TRANSCANADA ENERGY LTD. 

By: 

Name: 
Title: 

By: 

Name: 
Title: 

ONTARIO POWER AUTHORITY 

By: 

Name: 
Title: 



EXHIBIT I 
CONFIDENTIALITY AGREEMENT 



EXHIBIT II 
ACKNOWLEDGEMENTS 



EXHIBIT ill 
MOU 



EXHIBIT IV 
MINISTER'S DIRECTIVE 



SCHEDULE A 
TECHNICAL DESIGN REQUIREMENTS 

[NTD: Further discussion required.] 

Potential Project 
The Potential Project will: 
(a) be a dispatchable facility. 
(b) be a simple cycle configuration generating facility. 
(c) utilize gas (which has been defmed as natural gas supplied by pipeline) as the fuel. 
(d) have a minimum Ramp Rate, over a single five minute interval, of a least 20 MW/minute, and will be 
capable of responding to market prices at its specified Ramp Rate, both increasing and decreasing output. 

Contract Capacity 
The Potential Project will be a single generating facility and will 
(a) be able to provide a minimum of 125 MW at 35 °C under both N-1 System Conditions and N-1 
Generating Facility Conditions simultaneously. For further clarity, the Potential Project must be designed to 
supply either transmission circuit (M20D or M21D) at all times. Each unit must be able to supply either 
transmission circuit at all times; 
(b) be able to provide a minimum of [450] MW at 35 °C under N-2 System Conditions; 
(c) have a Season 3 Contract Capacity of no less than 250 MW; and 
(d) have a Contract Capacity of no more than [550] MW in any Season. 

Electrical Connection 
The Potential Project will be connected directly to the IESO-Controlled Grid via new double circuit 230 kV 
transmission lines. The Potential Project will have a direct connection to the Hydro One circuits M20D and 
M21D with a connection point located at or near the Preston TS. 

Emissions Requirements 
The Potential Project will not emit: 

(i) Nitrogen Oxides (NOx) in a concentration that exceeds 15 ppmv (based upon Reference Conditions 
and 15% 02 in the exhaust gases on a dry volume basis) as measured using the KWCG Emissions 
Measurement Methodology, and all as more particularly set out in the Contract; or 

(ii) Carbon Monoxide (CO) in a concentration that exceeds 15 ppmv (based upon Reference Conditions 
and 15% 02 in the exhaust gases on a dry volume basis) as measured using the KWCG Emissions 
Measurement Methodology, and all as more particularly set out in the Contract. 

The Contract will require that the emission limits for NOx and CO pursuant to this Section, be (i) 
incorporated into the Potential Project's Environmental Review Report prepared as part of its environmental 
assessment process or otherwise reflected in its completed environmental assessment, and (ii) ultimately 
reflected in the Potential Project's application to the Ministry of the Environment for a Certificate of 
Approval (Air & Noise) Operating Permit, together with a request that such limits be imposed as a condition 
in such certificate of approval. 

The emission limits for NOx and CO stated in the Contract will form the basis of an ongoing operating 
requirement. For greater certainty, the OPA is not requiring TCE to adopt any specific facility design or 
utilize any particular control equipment with respect to air emissions, provided, however, that the Potential 
Project must comply with the NOx and CO limits set out above 
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Fuel Supply 
The Potential Project will obtain gas distribution services from Union Gas Limited, and TCE cannot by-pass 
Union Gas Limited. · 

Equipment 
The Potential Project will be designed utilizing (2) Mitsubishi heavy Industries M501 GAC Fast Start gas gas
fired combustion turbine generators (the "Generators"), with evaporative cooling and emission reduction 
equipment as purchased under Equipment Supply Agreement NO. 6519 dated July 7, 2009 between MPS 
Canada, Inc. ("MPS") and TransCanada Energy Ltd. ("TCE") as amended by letter agreements dated October 
29,2010 November 19,2010 and December 31, 2010 and as may be further amended from time to time. 
Each Generator shall be nominally rated at [250] MW (measured at the Generator's output terminals) new and 
clean, at ISO conditions. 



[NTD: details to follow.] 

Permits and Approvals 

SCHEDULEB 
ADDITIONAL CONTACT TERMS 

Gas Delivery and Management Services Costs 

Interconnection Costs 

Operating Reserve 

Option to Extend Term 

Futnre Changes -Risk Mitigation 

\ 



[NTD: to be provided separately.] 

SCHEDULEC 
PROCESS 



I 

L__ --

Cancellation Schedule 

SCHEDULED 
PROJECTED COSTS AND EXPENSES 

DURING THE TERM 

[NTD: The following is preliminary and subject to change.] 

January February March 
2011 2011 2011 April2011 May 2011 June 2011 

Values are in millions and are cumulative month to month 
-

Non-Recoverable costs for the Facility $33.6 $33.6 $33.6 $33.6 $33.6 $33.6 

MPS Canada, Inc. ESA US$ $108.5 $130.2 $137.5 $143.3 $144.7 $144.7 

Hedging Costs US$ to Cdn$ $12.4 $12.4 $12.4 $12.4 $12.4 $12.4 

MPS Canada, Inc. ESA f/s Option $34.6 $34.6 $34.6 $34.6 $34.6 $34.6 

MPS Canada, Inc. LTSA $4.1 $4.1 $4.1 $4.1 $4.1 $4.1 

MPS Canada, Inc. TRA $7.5 $7.5 $7.5 $7.5 $7.5 $7.5 

TransCanada Business Development $0.1 $0.1 $0.2 $0.3 $0.3 

TransCanada Development Engineering $0.2 $03 $0.6 $0.7 $1.0 $1.1 

External Detailed Design Engineering $- $0.8 $1.7 $2.6 $3.3 $4.0 

Other Engineering Consulting $0.1 $0.3 $0.5 $0.7 $0.8 $0.9 

Consultant Environmental $0.1 $0.2 $0.3 $0.4 $0.5 

Land Options Costs and Real Estate $0.5 $0.5 $0.5 $0.5 
- -

I 

I 

I 

--
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Community and Public Relations $0.0 $0.1 $0.1 $0.1 $0.1 
I 

External Legal $0.0 $0.0 $0.0 $0.0 $0.1 
I 

Union Gas $0.0 $0.0 $0.0 $0.0 $0.1 

Other $0.1 $0.1 $0.2 $0.2 $0.3 

Total $200.9 $224.1 $233.4 $240.7 $243.5 $244.7 



TCE Draft .January 24. 2011 

WITH PREJUDICE 

IMPLEMENTATION AGREEMENT 

between 

PORTLANI>STRANSCANADA ENERGY CENTRE L.P.LTD. 

and 

ONTARIO POWER AUTHORITY 

This IMPLEMENTATION AGREEMENT (the ~Agreement"::), effective as of february 19,' 
~· 2011 is by and between (a) Pertlamls BHergy Cemre L.P. ("PEC"), a limited flar'.!lership 
eensisting efTransCanada Energy Ltd., Ontafie Pewer Generatien Ine., anel Pefilanels BHergy 
Cemre Ine. ("PECI"), as general partner fer PEG C"TCE"l a Canadian corooration and (b) the Ontario 
Power Authority, a statutory corporation established under Part II.! and Part IL2 of the Electricity Act, 1998 
(Ontario) (the ::::,oPA11;:), which are sometimes collectively referred to herein as the ~Parties:!;_ or 
singularly as a i:,:Party!!:,:,. 

WHEREAS, PEG has eemmeneeel elevelepmeat efa 559 megawatt (Heminai) narural gas 
fuelleel "eembiaeel eyele" eleetrie generating statien (tl!e "PaFtlanlls PFejeet") at a brevmfielel site 
leeateel en tl!e eastera pertiea eftl!e lanels fermerly aseel by tl!e R.L. Hearn Geaerating Statien, ia 
tl!e City efTereffie; the OPA and TCE executed the Southwest GTA Clean Energy Suoply CCESl 
Contract Ghe "Original Contract") dated October 9 2009 for a power generation facility (the "Facilitv") 
to be built and operated hy TCE in Oakville Ontario· 

AND WHEREAS TCE had entered into contracts and expended funds to develop the Faciljtv· 

AND WHEREAS by letter dated October 7 2010 the OPA adyised TCE that it would not proceed 
with the Original Contract and directed TCE to cease all fiirtber work and activities in connection with the 
Facility; 

AND WHEREAS the OPA and TCE entered into a Confidentiality Agreement dated effective as of 
October 8 2010 <the 11 Confidentia1itv Agreement11

) fa copy ofwhicb is attached as Exhibit J)· 

AND WHEREAS in accordance with the OPA's letter of October 7 2010 the OPA and TCE have 
been working cooperatively to identify other generation projects· 

AND WHEREAS;- in its twe mest reeeffi 18-mMonth Outlook FE!f>Srts efl Jodate <December 2±,-
2995 flilel PebrHary 2, 2996,3 201 Ol the Independent Electricity System Operator (~::IES0:1) 
ieleatifiea"l confirmed the eritieal need for at least 259 MW efae'W Sllflfll)' efeleekieky ia elevmte'.'lfl 
Tereme by the sammer ef2998, anel at least a further 259 MW by 2Ql9apeaking natural gas-fired 
power plant in the Kitchener-Waterloo-Cambridge area; 



-2- ;?, 

WHEREAS, the Pertlaae!s PFejeet has eetaiaee! eelllleetien aJ3J3reva! aae! these aJ3J3f8'1als 
aael easemeRts reEJ:akeel te ee!llleet the faeility te Hyelre Oae Netwerks Ine.' s eireaits leeateel at the 
115 kV ellS at the Heam ss, altlleugl! the mso is 6llffeRtly eensielefing sueh aj3j3revals te 
eletermine ifaay ehanges are refjuireel; 

AND WHEREAS the OPA and TCE have been discussing the pntential development of a simple 
cycle natural gas-fired power generation project iri the Kitchener-Waterloo-Camhridge area having an 
approximate Season 3 (as defined in the Original ContrncO contract capacity of 450 MW (the "Potential 
Proiect11

)· 

AND WHEREAS the OPA has deliyered to TCE and hlPS Canada Inc. an Acknowledgement 
dated December 17. 201 0 and has delivered to TCE an Acknowledgement dated • (copies of wbich are 
attached as Exhibit IIl and may at a firture date designate specified information as confidential or highly 
confidential for the m1moses of Section 17 of the Freedqm of Information and Protection of Privacy Act 
and provide additional acknowledgements of such designations (existing and fi1ture acknowledgements 
collectively referred to as the 11 Acknowledgements11

)· 

WHERBt\S, the Olltafie Miaistry ef Energy (the "OME") has · eletermiaee! that the 
Pertlaaels Prejeet is eest able te meet the eritieal Reeel fer ae>.v saJ3J3IY in elewflteW£ Terellte 
Leasiele. Seeter;AND WBEREAS the OPA and TCE* entered into a letter agreement dated *December 21. 
2010 regarding the Potential Project (the "MOIJ") (a copy of which is attached as Exhibit II])· 

AND WHEREAS; on February Hl, 2QQ€i,•. 2011 the Minister of Energy of Ontario issued a 
directive (the i!::pirective!!;:) to the OPA (a copy of which is attached as Exhibit lll() to continue 
negotiations with PBGTCE related to the PeltlaaelsPotential Project, with the view to concluding and 
executing a definitive contract for the PeltlanelsPotential Project by l\'ffiy 2QQ€i,June 2011. which will 
address the eritieal system needs described above; 

WHEREAS, as refarree! te in the Direetive, PEG anel the OPA have* entereel into a letter 
agreement elates *February 9, 2QQ€i (the "PFeeess LetteF") (a eefly efv>'hieh is attaeheel as §ffiieit 
II) setting eut the flFSeess fer aegetiatien anel eJreeutien ef a elefrnitive eelltraet fer the Pertlanels 
Prejeet; 

'NHEREAS, the OPA has elltereel illte aa Aeeeleratea Clean Energy Sllflflly Celltraet with 
the Gere>.vay Statien PaltllershiJ3 elateel as efDeeemaer 31, 2QQ§ (the "Gere\'lll)' ,\CES Centraet") 
in eenneetion with* the aevelepmoot, eeHstmetioH llllB eperatien ·ef *a narural gas fuelleel eleetrie 
generating statien en Gereway Drive, City ef Bramj3tea (the "C areway PFaj eet"); 
lNTD: TCE and the DPA to discuss what the expectation is yiy a vir the timing and content of the 
Directiye.l 

AND WHEREAS; the OPA and PEGTCE desire to enter into an agreement setting forth the 
process for expediting PEG'TCE's development and construction of the PertlanelsPotential Project prior to 
finalizing the Pertlaaels ACES Contract (as defined herein); 

NOW, THEREFORE, in consideration of the agreements, premises and mutual covenants 
contained herein and other good and valuable consideration (the receipt and sufficiency of which are hereby 
acknowledged), PEGTCE and the OPA agree as follows: 

/ .. RTICLEI 
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ARTICLE I 
TERM OF AGREEMENT 

ll -hh-Unless extended by mutual written agreement of the Parties, and subject to earlier termination 
as set forth in Sections 1.2, the term of this Agreement (the '-';:Term"::) shall be from the effective 
date hereof until the earlier of(i) 5:00PM (Toronto time) on May 1, 2QQ6June 30 2011 and (ii) 
execution and delivery by the Parties of the Portlaaels !.CES Commct. J>lotwithstaaelia-g the 
foregoing, the OPA shall ee eatitleel, at its sole OjlllOH aaa lijleH eleliYefY efv.'Titten netiee 
to PEG* prior to the eael of the Term* or eJeteneleel TeFHJ, as the ease may ee, to eJHenel the 
Term for Pl'fO thirty elay perioels, proYieleel that Seheelule A attaeheel hereto shall ee 
ameaeleel in aecorelaace with Article III to reflect the aelelitioaal costs aael elipeases vrhieh 
may ee iae\ffi'eel ey PEG eluring Sliefl eJHSHSiOB perioels Contract 

1.2 -h2,-This Agreement may be terminated at any time by mutual agreement of the Parties. 

1.3 +d.-Notwithstanding termination of this Agreement by effluxion of time or otherwise as provided 
herein, the provisions of Sections 2.3, 2.4, ~2.5 3.3Ca). 3.3Cb) 6.1 and~ and Articles V 
and ¥MI shall survive if the Portlaaels ACES Contract is not executed and delivered by the 
Parties; whereas if the Portlaaels ACES Contract is executed and delivered by the Parties, only 
Article VISections 6.1 and 6.2 shall survive, unless otherwise set forth in the Portlaaels ACES 
Contract. 

ARTICLE II 

ARTICLE II 
COMMITMENTS 

.2..1. 2.1. PECTCE hereby covenants and agrees to proceed during the Term with the development 
of the PortlaaelsPotential Project, with a view to (i)target of achieving commercial operation in 
"simple eyele" moele ey .mae 1, 2Q()8bv !December 31. 20151 and being registered and 
available as a dispatchable facility with the IESO ia "simple cyeJe" moele eetweea June 1, 2QQ8 
aael Oetoeer 1, 2QQ8, aael (ii) aehie'ring commercial operation ia "cemeiaeel cycle" moele 
anel eeing registereel aael availaele as a elisj3atchaele facility with the IESO in "comeiaeel 
cyele" moele ey .fuae I, 2QQ9.bv IDecember 31. 20151 !NTD· to be discussed re permit risk I 

U ~During the Term, the Parties covenant and agree to negotiate in good faith and to use their 
commercially reasonable OOst-efforts to execute an agreement (the "Partlaads ,\CES 
;:contract"::) on the basis described in the Directive the MOl J and the Process Letter for the 
seheeluling anel eleliYefY Ofj30WOF from the Pertlaaels Prejeet to the rnso eoatrolleel 
grielthis Agreement for* the development construction and operation of*the Potential Project and 
on terins and conditions acceptable to each of the Parties acting reasonably. The Parties further 
covenant and agree that 1mon the execution and delivery of the Contract they will terminate the 
Original Contract. For greater certainty and without limiting the generality of the foregoing, the 
Parties acknowledge and agree that: 

(a) The Potential Project shall meet the Technical Design Requirements set out in Schedule A: 
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J:bJ Ea) if, after negetiatiHg in geed faith, the Parties eaRnet agree en the material 
aifferenees eet\veen The Contract shall be based on the form of the Northern York 
Region Peaking Generation Contract <the Gareway Prajeet aRe the PertlaRas Prejeet, 
"NYR Contract") and shall include the Parties shaH be deemed te have Hegetiateel the 
terms efthe PertlaRaS f.CES Centraet in geed faith; ana additional terms set Out in 
Schedule B and such other tenns as may be required by this Agreement' 

(c) The process for the good faith negotiations is set out in Schedule C: 

tl31-provided that if, after negotiating in good faith, the Parties cannot agree on the appropriate 
aajastmeatamount to be the "::,Net Revenue Requirement"::, the O&M payment or any other 
variable listeEito be included in Exhibit B teofthe Gareway ACES Ceatraet te refleet any 
material aifferenee eet\•reen the Gerl!'lra)' Prajeet ana the Pertlanas PrajeetContract or any 
changes that should be made to the NYR Contract the Parties shall be deemed to have negotiated 
the terms of the PertlaRas ACES Contract in good faith and used commercially reasonable efforts. 

2.3. ~In the event that the Parties do not enter into the Pertlanas ACES Contract prior to the end of 
the Term, unless such event is the result ofPECTCE not having negotiated the terms of the 
PertlaRas ACES Contract in good faith or PECTCE not having used its commercially reasonable 
.eest efforts to execute and deliver a Pertlanas ACES Contract in the form that was negotiated and 
agreed by the Parties~: respective negotiating teams, subject to Section ;hhl,~ the OPA 
hereby indemnifies and holds TCE harmless PEG feragainst and agrees to reimburse TCE for all 
costs and expenses PECTCE reasonably incurs in undertaking its obligations pursuant to this 
Agreement as set forth in Schedule AD hereto (as such Schedule may be revised from time to time 
in accordance with Section 3.1, all as more particularly described in Article Ill hereof), except te 
the ~<teat that PEG has aat asea its reaseaaele a est efferts te mitigatethat TCE shall not be 
entitled to indemnification for any particular costs and expenses incurred in terminating any 
commitments included in Schedule A; ana pre'tiaea that, atD to the extent that TCE bas not used 
its commercially reasonable efforts to mitigate snch costs and expenses following the end of the 
Term At the request of the OPA, PECTCE shall, · 

(a) provide copies of all work product, the cost and expense for which the OP A has reimbursed 
PECTCE or its affiliates pursuant to the indemnity herein (the ==,::Indemnified Work 
Product!!:!:); 

(b) grant to the OPA a license to use that portion of the Indemnified Work Product that does 
not constitute confidential information ofPECTCE or any third party or is not otherwise· 
proprietary with respect to the PertlanasPotential Project; 

(c) upon the future productive use by PECTCE of any portion of the Indemnified Work 
Product, reimburse the OPA for the indemnified cost related to that portion of the 
Indemnified Work Product; and 

(d) to the extent that Indemnified Tangible Goods (as defined below) are assignable, transfer, 
assign or deliver Indemnified Tangible Goods to the OPA, without further liability of the 
OPA save and except for its assumption of any liabilities associated with such Indemnified 
Tangible Goods after the date of such transfer, assignment or delivery; !!for the purooses 
hereof "Indemnified Tangible Goods":: includes ~TCE's or its affiliates~: right, title 
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and interest in and to any tangible goods, materials and equipment, the costs and expenses 
relating to which the OPA has reimbursed PBGTCE or its affiliates pursuant to the 
indemnity herein. 

For greater certainty, the Parties acknowledge and agree that (A) there is no intention that pursuant 
hereto PBGTCE would transfer to the OPA any real property, intellectual property, processes, 
copyright, licences, permits or approvals or confidential proprietary information and work product; 
and (B) the OPA"-:s obligation to indemnify PBGTCE shallnot exceed the aggregate of the 
amellffis set ferth iii Seheffille A herete, as revised ifem time te time. Cap AmOllnt as 
hereafter defined. 

The OPA also acknowledges that the Indemnified Work Product and Indemnified Tangible Goods 
are being prepared specifically forPBGTCE as part of the PertlaaEisPotential Project, and that 
they are not intended or represented to be suitable for reuse by the OPA in respect of any other 
project. Affj' Fease ay the OPel. ia respeet efany ether prejeet or for any other puroose. The 
transfer assignment Or deliverv of the Indemnified Work Product and Indemnified Tangible Goods 
is made without anv representation or warranty by ICE or the provider of the Indemnified Work 
Product or Indemnified Tangible Goods including as to fitness for use accuracy quality or 
merchantability. Any use thereofbv the OPA will be without any representation or warranty by 
PBGTCE or the provider of the Indemnified.Work Product or Indemnified Tangible Goods and at 
the OP A"·:S sole risk and without liability or legal eJ!jleSllre te PBCrecourse to ICE or the provider 
of the Indemnified Work Product or Indemnified Tangible Goods. 

2.4 If for any reason the Parties do not enter into the Contract* nrior to the end of the Term* then TCE 
sbaiJ be entitled to pursue a11 of its legal remedies against the OPA for claims arising out of the 
decision bv the OPA not to proceed with the Original Contract including for the repudiation of the 
Original Contract. 

2.5 ;;,+.-Notwithstanding any other provision of this Agreement, neither Party shall have any 
obligation or liability to the other for any indirect, special or consequential damages-, -resulting 
from a breach of this Agreement. For greater certaintv no provision of this Agreement will in any 
way affect limit or interfere with ICE's rights and remedies in respect oftbe Original Contract 

.'.RTICLEill 

' 
ARTICLE ill 

BREAK-UP COSTS 

ll ~ Schedule A)4 attached hereto, as it may be revised and replaced from time to time 
asin accordance with the procedure set forth in this Article III, sets forth the aggregate and 
the categories of the costs and expenses relating to the Potential Project for which the OPA 
agrees to indemnify PBGTCE. The OPA acknowledges and agrees that the consent or 
approval of the OP A is not required if the allocations of the aggregate costs amongst the 
categories are changed by PBGTCE provided that the aggregateOPA 's obligations to 
indemni!V ICE for its costs and expenses at sneh peiat ia time Eiein accordance with the 
pi=ovisions of Section 2.3 at any given·· pOint shaH not exceed tftes.ethe aggi-egate dollar 
amount of the costs and expenses set forth in Schedule A;Q for that point in time~ 
$1 000 000 (the "Cap Amourit"). · · 
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ilil 3 .1.2. During the Term, with respect to any individual expenditure or commitment te 
eJ!jl6flaitHfe by PBGTCE in excess of$1 QQ,QQQl 000 000 for which the OPA may be 
liable pursuant to Section 2.3, PEGTCE shall provide written notice (as provided in 
Section 7 .I hereof) together with a brief explanation of the nature of the expenditure or 
commitment within five (5) Business Days ofPBGTCE having executed a written 
agreement to incur such expenditure. The OPA acknowledges that TCE has already made 
the expenditures or commitments identified in Schedule 0 as non recoverable costs for the 
Facility or owing to MPS Canada. Inc. and that no written notice of such expenditures or 
commitments is required. 

j£J *During the Term ifthere occurs * 

3.1.3. *DuriHg tile Tefffi, iftllere 866\ll'S *~any change in an expenditure 
or commitment provided for on Schedule A:U, or 

(ii) any new expenditure not included on Schedule AD, which PEGTCE would intend 
to claim pursuant to Section 2.3, 

which change or new expenditure would cause the total potential liability of the OP A under 
Section 2.3 to exceed the aggregate amount set forth in Schedule AD, at that point in time 
by an amount greater than $1QQ,QQQ1 000 000 and provided that such change or new 
expenditure is reasonably required to maintain the schedule to achieve the commercial 
operation milestone dates set forth in Section 2.1, PEGTCE shall seek the consent of the 
OPA to such change or new expenditure, as set forth in Section ;hh4J..!!!U hereof. 

@ 3.1.4. Incase of the occurrence of any event described in Section 3.1.3, PEC3 He) TCE 
shall propose a revised Schedule AD, reflecting such expenditure or commitment or change 
in expenditure or commitment, together with a brief explanation thereof, including an 
explanation as to the impact on achieving the commercial operation milestone dates set 
forth in Section 2.1 if such expenditure, commitment or change is not made, and obtain the 
OPA!:s written consent to the revision prior to incurring such expenditure or making such 
commitment. In the event that the OPA does not respond to such proposed revision within 
five (5) Business Days of receipt of notice thereof from PEGTCE as provided above, the 
OPA shall be deemed to have refused its consent. If the OPA provides its written consent 
to such revisions then the revised ScheduleD proposed by TCE and accented by the OPA 
shall become the ooerative ScheduleD for the purooses hereof until replaced in accordance 
with the terms hereof. 

3.2 3 .2. In the event the OPA does not consent to a revision to Schedule AD, proposed by PEGTCE 
within five (5) Business Days of receipt of notice thereof from PBGTCE, or is deemed not to have 
consented,. the commercial operation milestone dates set forth in Section 2.1 may be adjusted by 
mutUal agreement of the Parties. Ifwitl!iH five (5) BusiHess Days aftl!e Elate tile OP-A Elees 
nat eaas6flt ta tile preps sea re>lisiea (sr is EieemeEI Hat ta llave eaaseateEI), tile Parties 
eaaaat agree sa tile apprspriate adjustment aftlle eammereialsperatieH Elates as a result sf 
tile failure efPEC ts iaeur tile elEJleHEiiture er ma!Ee tile eemmitmeat wlliell PeG prapasea 
te aEIEI te SelleEiule A, eitHer Party maJ' sa6mit tile dispute ts Mike Naga, Priaeipal aaEI 
SeaiarDireetar, R.W. Beek Iae. (tile "Independent EKpert") llJlBH previEiiHg aatiee ta tile 
etHer Party. Tile IaEiepeadeat I>l!jlert, aetiag as aa eJE]3e!'t aaEI aetas aa arbitratar, sllal1 
iHYestigate tile dispute aaa make his deeisiea ia a6eerEiaaee v?itll tile fe1lewiag: 
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(a) the IfieepeReleffi: Bl!Jlert shall eeserve the pfffieiflle ef preee6ufal fairness ana 
natural justiee; 

(19) eaeh Party may deliver infermatien te the Ifieepeneent Bl!Jlert pFeviaeel that a espy 
sf any sueh infermatien is alse een81lrreffi:ly preYieea te the ether Party; 

(e) the Parties shall at all times ee all things whieh the Ifiaepenaent BJ!jlert reasenaely 
re~j;llires te permit an e~j;uitallle aeeisien te lle made, ineluelillg mal.ffilg available any 
aeeuments he reasenallly re~j;uests te inspeat er any empleyee he reasenallly re(j;llests to 
interview; the Parties shall not aet so as te delay or prevent a timely eeeisien :!fom 
being maae; 

(e) the Ifiaepeneent Bl!Jlert shall make his determination within tee (1 Q) Business Days 
efthe aispnte lleing sullmittea to tile Ieaepeeeeet Bl!jlert; 

(e) the fueepeeaent BJ!jlert's aatermiHaHSil SHall S6 in WFitieg ana ineiuae iH it a 
statement sf the reasens fer making llis eeeisien; 

(f) the maepeeeent Bl!Jlert's investigatiee ana aeeisiee shall ee kept eoefiaeetial 
eetween the Parties ana the Ieaepeeeeet B1rpert; 

(g) the Inaepenaeet &pert's aeterminatien shall ee fmal ana binding SH the Parties, 
v.4th the fellovlfng eJceeption: 

(i) the Independent Blcpert may, at his own initiative or where retjuestea ey one 
oF eoth Parties, eorreet his determination where iH his opinion it eoetains a 
elerieal mistake, a material misealeulation or a material mistal<e in the 
aeseription of any matter or issue referred te in the aeterminatioe, proviaea 
that any sueh eorreation must ee maae ana promulgated to the Parties 
·Nithin five (5) llusiness elays, or sueh other perioel agreed to lly the Parties, 
of his initial written aetermiHation being issued to the Parties; ana 

(h) eaeh Party shall bear its ewn eosts relating to the 8lipert determination proeess ana 
any 6l!Jlenses relating to the eegagement of the Ieaepenaent Bl!jlert shall be sliarea 
etjuali'y lletween the Parties. 

3.3 ~!l!l In the event that (i) this Agreement is terminated as provided in Section 1.2, or (ii) 
the Parties have not executed the Portlanes ACBSContract and terminated the Original 
Contract prior to the end of the Term, PBGTCE shall, within thirty (30) Business Days of 
such termination or the end of the Term, as the case may be, submit to the OPA an invoice 
for the amounts for which it claims indemnification pursuant to Section 2.3, together with 
~documentation in support of the invoice as the. The OPA may acting 
reasonably. request additional supporting documentation. The OPA shall notify PBCTCE 
of any dispute with any amounts so claimed within fifteen (15) Business Days of receipt 
thereof, in which case the provisions of Article V shall apply. 



{bl 3.3.2. All amounts not subject to dispute shall be paid by the OPA to PBGICE within 
thirty (30) calendar days of the date of the invoice and all amounts settled pursuant to the 
disput~ resolution provisions hereof shall be paid within ten (I 0) Business Days of their 
resolution. All amounts not paid when due shall bear interest from the date due hereunder 
to the date of payment at a rate equal to the annual rate of interest quoted by, published and 
commonly known as the ~::,Prime rate!!:, of the Royal Bank of Canada at its main office in 
Toronto Ontario as the reference rate then in effect for interest rates on commercial 
demand loans made by it in Canadian dollars to its Canadian borrowers plus four percent 
(4%) per annum. 

,'\.RTICLE IV 

ARTICLE IV 
REPRESENTATIONS AND WARRANTIES 

4.1 4 .1. PECICE represents and warrants to the OPA and acknowledges and confirms that the 
OPA is relying on such representations and warranties in connection with the transactions 
contemplated herein: 

JJ!l 4.1.1. PEG is a limiteEI pmtaeFSllip fermeEI aaa eldstiag *HEier ilie laws efilie 
Previflee efOatarie. PeCITCE is a corporation incorporated under the laws of the 
Proviflee ofOatarie aaEI as tile geaeral par.ner ofPECCanada and has the corporate 
power and authority to enter into and perform tlleits obligations efPeC under this 
Agreement. 

£bJ 4 .1.2. The execution and delivery and performance by PECITCE of this Agreement-ea 
aellalfefPEC and the consummation of the transactions contemplated hereby have been 
duly authorized by all necessary corporate action on the part ofPECIICE. 

!l<). ~ ~xecution and delivery of and performance by PECITCE of this Agreement 
OR aellalf of PEG: 

ill 4 .1.3.1. do not and will not (or would not with the giving of notice, the 
lapse of time or the happening of any other event or condition) constitute or result 
in a violation or breach of, or conflict with any of the terms or provisions of the 
constating documents or by-laws of Peer or PeCICE, as applicable; 

!ill 4.1.3.2. do not and will not (or would not with the giving of notice, the 
lapse of time or the happening of any other event or condition) constitute or result 
in a breach or violation of, or conflict with or allow any other person or entity to 
exercise any rights under, any of the terms or provisions of any contract, 
agreement or instrument to which PilCTCE is a party; and 

Uill 4 .1.3 .3. do not and will not result in the violation of any applicable (til 
laws, statutes, codes, ordinances, principles of common law and equity, orders, 
decrees, rules and regulations or (HJU judicial, arbitral, administrative, ministerial, 
departmental and regulatory judgments, orders, writs, injunctions, decisions, and 
awards of any govermnental entity, in each case binding on or affecting PilCTCE. 
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(\!1 U A. This Agreement has been du]y exe.cuted and delivered by PeCI en l3elialf ef 
PllGTCE and constitutes legal, valid and binding agreements ofPEGTCE (excluding any 
agreements to agree set forth in this Agreement), enforceable against it in accordance with 
their respective terms subject only to any limitation under applicable laws relating to (i) 
banlcruptcy, winding-up, insolvency, arrangement, fraudu]ent preference and conveyance, 
assigrunent and preference and other similar laws of general application affecting 
creditors~: rights, and (ii) the discretion that a court may exercise in the granting of 
equitable remedies such as specific performance and injunction. 

4 2 4 .2. The OPA represents and warrants to PEGTCE and acknowledges and confirms that 
PEGTCE is relying on such representations and warranties in connection with the transactions 
contemplated herein: · 

!!!1 4 .2.1. The OPA is a statutory corporation incorporated and existing under Parts II. I and 
II.2 of the Electricity Act, 1998 (Ontario) and has the corporate power and authority to 
enter into and perform its obligations under this Agreement. 

1hl 4 .2.2. The execution and delivery of and performance by the OPA of this Agreement and 
the consummation of the transactions contemplated hereby have been duly authorized by 
all necessary corporate action on the part of the OPA. 

!!;1 4-db The eJ<xecution and delivery of and performance by the OPA of this Agreement: 

ill 4.2.3.1. do not and will not (or would not with the giving of notice, the 
lapse of time or the happening of any other event or condition) constitute or result 
in a violation or breach of, or conflict with any of the terms or provisions of its 
constating documents or by-laws; 

.(ill 4.2.3.2. do not and will not (or would not with the giving of notice, the 
lapse of time or the happening or any other event or condition) constitute or result 
in a breach or violation of, or conflict with or allow any other person or entity to 
exercise any rights under, any of the terms or provisions of any contract, 
agreement or instrument to which it is a party; and 

Ciiil . 4 .2.3 .3. do not and will not result in the violation of any applicable (ill) 
laws, statutes, codes, ordinances, principles of common law and equity, orders, 
decrees, rules and regu]ations or (Hi) judicial, arbitral, administrative, ministerial, 
departmental and regu]atory judgments, orders, writs, injunctions, decisions, and 
awards of any governmental entity, in each case binding on or affecting the OPA. 

ill 4.2.4. This Agreement has been duly executed and delivered by the OPA and constitutes 
legal, valid and binding agreements of the OPA (excluding any agreements to agree set 
forth in this Agreement), enforceable against it in accordance with their respective terms 
subject only to any limitation under applicable laws relating to (i) banlcruptcy, winding-up, 
insolvency, arrangement, fraudu]ent preference and conveyance, assigrunent and 
preference and other similar laws of general application affecting creditors~: rights, and (ii) 
the discretion that a court may exercise in the granting of equitable remedies such as 
specific performance and injunction .. 



4.2.5. The te~ms aRB eeaditieas eeataiaed ia the Gere'.YaJ' ACES Ceatraet are ia all material 
resf1eet5 eEjUal te the .tefffls aad eeaEiitieas eeataiaeEI ia the Elr&ft AeeelerateEI C!eaa 
&erg:,· SUflfliY CeHtraet flFS'IiaeEI by the OPA te PeG eH JaRUary 24, 2QQ6. 

ARTICLEV 
[NJD· OPA to confirm that this is a "procurement contract" for the purposes nfthe Electricitv Act. 

~ 

(e) This Agreement js a "procurement contract" for the purposes of Section 25.31 of the 
Electricity Act 1998 !Ontario). 

ARTICLEV 
DISPUTE RESOLUTION 

ll 5.1. Subjeet te SeetieH 3.2, iflt any dispute, claim, question or difference (each a 
";:Disput~;) arises with respect to this Agreement, including Schedule AI2 and the amounts 
owing by the OPA to PBCTCE pursuant to Section 2.3 hereof, tweone senior executives of 
PBCTCE and one from the OPA will use their reasonable best efforts to settle the Dispute, 
Notwithstanding the foregoing, the Parties agree that the provisions of this Article V shall not apply 
to any disputes relating to the negotiation of the terms and conditions of the PertlaHEis ACBS 
Contract. 

22 5.2. If the Parties do not reach a solution pursuant to Section 5.1 within five (5) Business Days 
following receipt of the notice of the Dispute by either Party to the other, then either Party can 
deliver a written notice to the other Party requiring the Dispute to be fmally settled by arbitration in 
accordance with the provisions of the Arbitration Act, 1991 (Ontario) and the national arbitration 
rules of the ADR Institute of Canada, based upon the following: 

U!J 5.2.1. The arbitration tribunal shall consist of one arbitrator appointed by mutoal 
agreement of the Parties. In the event of failure to agree within three (3) Business Days 
following delivery of the written notice to arbitrate, each of the Parties to the Dispute shall 
designate an arm~:s-length third party within a further three (3) Business Days who 
together shall agree upon and appoint an arbitrator. In the event such third parties fail to 
appoint the arbitrator within three (3) Business Days after their appointment, either Party 
may apply to a judge of the Ontario Superior Court of Justice to appoint an arbitrator. 

au 5.2.2. The arbitrator shall be instructed that time is of the essence in the arbitration 
proceeding and, in any event, the arbitration award must be made within fifteen (15) 
Business Days after the arbitrator has been appointed. 

rNTD: These timelines are extremely tight This may be limiting the pool of arbitrators to people 
who do not get a Jot ofarhjtration work.] 

£!;l 5.2.3. The arbitration shall take place in Toronto, Ontario and shall be conducted in 
English. 

D!l 5.2.4. The arbitration award shallbe given in writing and shall be fmal and binding on the 
Parties, not subject to any appeal (other than those limited rights of appeal set forth in the 
Arbitration Act, 1991 (Ontario)), and shall deal with the question of costs of arbitration and 
all related matters. The costs of arbitration include the arbitrators~: fees and expenses, the 
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provisioo of a_reporter and transcripts, reasonable legal fees and reasonable costs of 
preparation of the Parties. · 

~ 5 .2.5. Judgment upon any award may be entered in any Court having jurisdiction or 
application may be made to the Court for a judicial recogoition of the award or an order of 
enforcement, as the case may be. 

5.3 5.3. After written notice is given to refer any Dispute to arbitration, the Parties will meet within 
five (5) Business Days of delivery of the notice and will negotiate in good faith any changes to 
these arbitration provisions or the rules of arbitration which are herein adopted, in an effort to 
expedite the process and otherwise ensure that the process is appropriate given the nature of the 
Dispute and the values at risk. 

ARTICLE VI 

ARTICLE VI 
CONFIDENTIALITY, ANNOUNCEMENTS 

AND DEALING WITH THE OPA 

.6.1 e.!. Baefi Party shall kee13 eeafiaeatial aaa will aet use fer aay im13re13er !3Uf!3ese er 
aiselese te aay ether 13ersea er eatity any iafermatiea ebtaiaea :ffem the ether Party er its 
ageats aaa re13reseatatiyes, ualess sueh iHfermatiea (i) is er eeeemes geaerally availaele te 
the !3Uelie ether thaa as a result efa aiselesure if1 vielatiea efthis AgreerHeat, (ii) eeeemes 
available te the Party ea a aea eeafiaeatial easis :ffem a seuree ether thaathe ether Party er 
its ageats aaa rej'lreseatatives, llf1less the Party !mews that sueh seuree is 13rehieitea :ffem 
Eliselesiag the iafermatiea te it ey a eeatraetual, fieueiary er ether legal eeligatiea te the 
ether Party, er (iii) was IEHe'N!l te the Party ea a f18f1 eeafieeatial easis eefere its aiselesure 
te the Party ey the ether Party er its ageats aaa rej'lreseatatives. Ia the eveat that either 
Party is f6E!llirea ey any law, ey law, rule er !3eliey sf aay gevemmeatal eatity te aiselese 
any eeafiaeatial iafermatiea, it V>'ill, te the eJfteat aet prehieitea ey any law, ey law, rule er 
13eliey efaHJ' gevemmeatal eatity, 13reviae the ether Party vlith !3fe!Hj'lt aetiee efsueh 
reEtUirerHeats so that the ether Party may seek a 13reteetive oraer er ether ll!3!3re13riate 
remeey er waiYe eem13liaaee 'Nith the 13revisiens efthis Seetiea e.!. Netwithstaaaiag the 
feregeiag, eat sulljeet te Seetiea e.4, either Party shall ee 13ermittea te aiselese any sueh 
iafermatiea te the o':M:B er aay ether miaistry efthe PreviHee ef Oatarie te the elfteat 
reEtUirea ia eef1!leetiea with the Pertlanas Prejeet. The Parties acknowledge that this 
Agreement is confidential and is subject to the terms of the Confidentiality Agreement 

Ji.2 e.2. PBCu;:g acknowledges that the OPA is subject to the Freedom oflnformation and 
Protection of Privacy Act (Ontario) ('-';!FIPPA~;:) and that FIPPA applies to and governs all 
confidential information in the custody or control of the OPA (~;!FIPPA Records~;:) and 
may, subject to FIPPA, require the disclosure of such FIPPA Records to third parties. 
PBCTCE agrees to provide a copy of any FIPPA Records that it previously provided to the 

· OPA ifPBCTCE continues to possess such FIPPA Records in a readily deliverable form at 
the time of the OPA~)i request. Information· stored in any computer archive shall not be 
considered to be in a readily deliverable forin. IfPBCTCE does possess such FIPPA Records 
in a readily deliverable form, it shall provide the same within a reasonable time after being 
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directed to do so by the OPA. The QPA acknowledges that FTPPA Records do not include 
any doeument or information provjded to the DPA or jts renresentatiyes pursuant to the 

Acknowledgements. The provisions of this Section 6.2 shall prevail over, and in lieu of, any 
other applicable provisions in this Agreement.l 

(NTD: The foreooing nroyision to be discussed wjth the OPA.J 

6.3 e.3. No press release, public statement, announcement or other public disclosure (a ":Public 
Statement":) with respect to this Agreement, the Pertlanas ACES Contract or the transactions 
contemplated in this Agreement may be made by either Party unless with the prior written consent 
and joint approval of the other Party except as may be required by law or a governmental entity. 
Where the Public Statement is required by law or by a governmental entity, the Party required to 
make the Public Statement will use its best effort to obtain the approval of the other Party as to the 
form, nature and extent of the disclosure. 

6.5 e. 4. Bash Party SflSSifisally aekne>MeElges ana agrees that it ·.vi!! negetiate the Pertlanas 
ACES CeHtFast selely with the ether Party herete ana will net inairestly negetiste the 
Peftlana ACES CeHtFast thFe~igh the GevefllffieHt ef Ontarie, in slueing the OME er 
any etheF ministry efthe Previnse efOntarie . 

.6.ii e.5 Either Party shall be free to communicate, or initiate any discussions or exchanges of 
information, with the GMEMinistry of Energy (Ontario) C"OME") or any other ministry of the 
Province of Ontario regarding any role the OME or such other ministry may have with respect to 
the P-eftlanasPotential Project, including in respect of any required regulatory approvals. 

ltiiTJGI.E Vll 

ARTICJ .E VII 
MISCELLANEOUS 

1.1 7.1. Any notice, direction or other communication (each a ":Notice":) given regarding the 
matters contemplated by this Agreement must be in writing, sent by personal delivery, courier or 
facsimile, along with a copy by electronic mail, and addressed: 

to the OPA at: 

120 Adelaide St. W. 
Suite 1600 
Toronto, ON MSH 1 Tl 

Attention: Pa11l J. Bradley, Vise President, Generatien DB'relef!msnt • 

Telephone: 41 e 999 eQQ5 • 
Facsimile: He %7 1947....! 
e-mail: J3a!!l.braaley@fleweraffiherity.en.sa_! 

with a copy to: 
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Oslier, Hoskin 8{. Harcourt LLP P.O. Box 50, 61st Floor 
I First Canadian Place 
Toronto, ON MSX IB8 

Attention: 

Telephone: 
Facsimile: 

Rocco Sebastiana 

416-862-5859 
416-862-6666 

e-mail: rsebastiano@osler.com 

to PEG ICE at: 

7QQ URiveFSity f<'.'Bffile 

Tereffie, Ol'T MSG IX9 

Atteffiiea: James D. Berpee, Chairman 

Telepheae: 419 592 5139 
Faesimile: 419 592 5992 
e mail: j .r. BHFJ3ee@epg.eem 

with espies te: 

Oatarie Pewer Geaeratieafue. 
7QQ Vfliversity Aveaae 
Tereate, Ol'T MSG 1X9 

Atteffiiea: . Chris YeHHg, Viee President Prejeets, Besiaess Develepmeat 

Telepheae: 419 592 3919 
Faesimile: 419 592 3511 
e mail: ehris.yeeag@epg.eem 

TraasCaaaEia Energy 
&Royal Bank Plaza 
200 Bay Street 
24th Floor, 55 Yeage StreetSouth Tower 
Toronto, ON MSE-J 2JIJ4 

Attention: FiHn GrefleaEI Tem Bennett Vice ~resident, Power Generation Development 



Telephone: 
Facsimile: 
e-mail: fma 

- 4- M 

416-869~21330 

416-869-2056 
grefhma terry bennett@transcanada.com 

A Notice is deemed to be delivered and received (i) if sent by personal delivery, on the date of 
delivery if it is a Business Day and the delivery was made prior to 4:00p.m. (Toronto time) and 
otherwise on the next Business Day, (ii) if sent by same-day ser¥iee courier service, on the date of 
delivery if sent on a Business Day and delivery was made prior to 4:00 p.m. (Toronto time) and 
otherwise on the next Business Day, (iii) if sent by overnight courier, on the next Business Day, or 
(iv) if sent by facsimile, on the Business Day following the date of confirmation of transmission by 
the originating facsimile. A Party may change its address for service from time to time by 
providing a Notice in accordance with the foregoing. Any subsequent Notice must be sent to the 
Party at its changed address. Any element of a Party~:s address that is not specifically changed ill a 
Notice will be assumed not to be changed. Sending a copy of a Notice to a Party~:s legal counsel as 
contemplated above is for information purposes only and does not constitute delivery of the Notice 
to that Party. The failure to send a copy of a Notice by electronic mail or to legal counsel does not 
invalidate delivery of that Notice to a Party. 

L2 7 .2. Time is of the essence in this Agreement. 

U 7.3. The Parties intend that this Agreement will not benefit or create any right or cause of action 
in favour of, any person or entity, other than the Parties to this Agreement. The Parties 
acknowledge and agree that at the conclusion of good faith negotiations of a Portlaaas ACES 
Contract, the approval of their respective boards of directors Cin such boards' sole discretion) will 
be required for execution and delivery of such Psrtlaaas ACES Contract. 

1A 7.4. Except as otherwise expressly provided in this Agreement, each Party shall be responsible 
for its own costs and expenses incurred in connection with the negotiation, execution and 
performance of this Agreement and the Portlaaas ACES Contract. 

1..5. 7.§. This Agreement may only be amended, supplemented or otherwise modified by written 
agreement executed by the Parties. Subject to Section 1.3, if the Portlaaas ACES Contract is 
executed and delivered by the Parties, the terms of the Portlaaas ;\CES Contract shall supersede 
and govern over the terms of this Agreement. 

"LQ 7.6. No waiver of any of the provisions of this Agreement will constitute a waiver of any other 
provision (whether or not similar). No waiver will be binding unless executed in writing by the 
Party to be bound by the waiver. A Party~:s failure or delay in exercising any right under this 
Agreement will not operate as a waiver of that right. A single or partial exercise of any right will 
not preclude a Party from any other or further exercise of that right or the exercise of any other right 
it may have. 

7..1 7. 7. This Agreement shall enure to the benefit of and be binding upon the Parties hereto and 
their permitted successors and assigns. PEGTCE shall be entitled to assign this Agreement, in 
whole or in part, with notice to the OPA, to one or more corporations, limited or general 
partnerships and/or other entities of which the limitea Jlaftf!ers ofPECTCE or its affiliates retain 
control. Upon PEG ICE giving notice to the OPA of any such assignment, all references herein to 
PEGTCE shall to the extent appropriate be deemed to be and include such assignee or assignees. 
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For the purposes hereof "::,control":: shall have the meaning given thereto in the Business 
Corporations Act (Ontario). 

1.,£ 7.8. If any provision of this Agreement is determined to be illegal, invalid or unenforceable by 
an arbitrator or any court of competent jurisdiction from which no appeal exists or is taken, that 
provision will be severed from this Agreement and the remaining provisions will remain in full 
force and effect. 

29. 7.9. This Agreement will be governed by, interpreted and enforced in accordance with the laws 
of the Province of Ontario and the federal laws of Canada applicable therein. 

7.10 7. Hl. For purposes of this Agreement, "-,::Business Day",:: means any day of the year other than a 
Saturday, Sunday or any day on which major banks are closed for business in Toronto, Ontario. 

7.11 7.11. This Agreement may be executed in any number of counterparts (including counterparts by 
faesimileelectronjc mail) and all such counterparts taken together will be deemed to constitute one 
and the same instrument. 

7.13 7.12. This Agreement, along with Exhibits l-and-H. II III and IV and Schedules A. B. C and D 
hereto, together constitute the entire agreement between the Parties pertaining to the subject matter 
of this Agreement. Any conflict or inconsistency between the Agreement and the Exhibits.m: 

7.14 

till 

Schedules shall be resolved by interpreting such documents in the following order, from highest to 
lowest priority, namely: !NTD: To be confirmed.! 

ill -------H+--the Agreement; 

!ill -----+4+1--'Exhibit II;-aad 

GiO Exhibit ITT· 

(iy) Exhibit IV· 

,(x), ------f.i.IH--Exhibit I;~ 

(yjj) Schedule D· 

(vjjj) Schedule B· 

Cix) Schedule C· and 

(xl Schedule A. 

where a document of a higher priority shall govern over a document of a lower priority to 
the extent of any conflict or inconsistency. 
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IN WITNESS WHEREOF, the Parties have executed this Implementation Agreement~ 

PORTLfL~STRANSCANADAENERGY 

CENTRE INC., as geueFal flaFtBeF foF 
PORTLANDS ENERGY CENTRE L.P. 
LTI1. 

By: 

Name: 
Title· 

~ 

By: 

Name: 
Title· 

~ 

ONTARIO POWER AUTHORITY 

By: 

·Name: 

Name· 
Title: 



EXHIBIT I 
DIRECTIVECONFIDENTIAIJTY AGREEMENT 



EXHIBIT II 
ACKNowLEDGEMENTS 

PROCESS LETTER 



EXHTBITID 
MOll 



EXHIDITIV 
MINISTER'S DffiECTJVE 



SCHEDULE A 
TECHNICAl, DESIGN REffilffiEMENTS 

lNTD: Further discussion required.] 

Potential Project 
The Potential Project will: 
(a) be a dispatchable facility, 
(b) be a simple cycle configuration generating facility. 
Cc) utilize gas (which has been defined as natural gas s1mplied by pipeline) as the fuel. 
(d) have a minimum Ramp Rate over a single five minute interval of a least 20 MW/minute and will be 
capable of responding to market prices at its specified Ramp Rate both increasing and decreasing output 

Contract Capacjtv 
The Potential Project will be a single generating facility and will 
(a) be able to provide a minimum of 125 MW at 35 °C under both N-1 System Conditions and N-1 
Generating Facility Conditions simultaneously. For further clarity the Potential Project must be designed to 
supply either transmission circuit (M20D or M2JD) at all times. Each unit must be able to supply either . 
transmission circuit at all times· 
(b) be able to provide a minimum off4501 MWat 35 oc underN-2 Svstem Conditions· 
(c) have a Season 3 Contract Capacity of no less than 250 MW· and 
(d) have a Contract Capacity of no more than [5501 MW in any Season 

Electrical Connection 
The Potential Project will be connected directly to the IESO-Controlled Grid via new double circuit 230 kV 
transmission lines. The Potential Project will have a direct connection to the Hydro One circuits M20D and 
M21 D with a connection point located at or near the Preston TS. 

Emissions Requirements 
The Potential Project will not emit: 

(i) Nitrogen Oxides (NOx) in a concentration that exceeds 15 ppmv (based 1mon Reference Conditions 
and 15% 02 in the exhaust gases on a dry volume basis) as measured using the KWCG Emissions 
Measurement Methodology and all as more particularly set out in the Contract or 

(ji) Carbon Monoxide CCO) in a- concentration thcit exceeds 15 nnmy Chased 1mon Reference. 
Conditions and 15% 02 in the exhaust gases on a drv volume basis) as measured using the KWCG 
Emissions Measurement Methodology and all as more particularly set out in the Contract. 

The Contract will require that the emission limits for NOx and CO pursuant to this Section be Q) 
incoroorated into the Potential Project's Environmental Review Reuort prepared as part of its 
environmental assessment process or otherwise reflected in its completed environmental assessment and 
(ij) ultimately reflected in the Potential Project's application to the Ministry of the Environment for a 
Certificate of Approval (Air & Noise) Operating Permit together with a request that SJich limits be imposed 
as a condition in such certificate of approval. 

The emission limits for NOx and CO stated in the Contract will form the basis of an ongoing operating 
requirement. For greater certaintv the OPA is not requiring TCE to adont any specific faciJitv design or 
utilize any particular control equipment with respect to air emissions provided. however. that the Potential 
Project must comply with the NOx and CO limits set out above 
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Fuel Snpnly 
The Potential Project will obtain gas djstlibntion services from Union Gas Limited and TCE cannot 
bv-pass T Inion Gas Limited. 

Eqninment 
The Potential Project will be designed utilizing 12) Mitsubjshi heaVY Industries M501 GAC Fast Start gas 
gas-fired combustion turbine generators Cthe "Generators"\ with evaporative cooling and emission 
reduction equipment as purchased under Equipment Supply Agreement NO 6519 dated July 7. 2009 
between MPS Canada. Inc. I"MPS") and TransCanada Energy Ltd. I"TCE") as amended by letter 
agreements dated October 29 2010 November 19. 2010 and December 31. 2010 and as may be further 
amended from time to time. Each Generator shall be nominally rated at [2501 MW (measured at the 
Generator'S outnut terminals) new and clean at ISO conditions. 



!NTD: details to fo)Jow,I 

Permits and Anproyals 

SCHEDULER 
ADDITIQNAJ, CONTACT TERMS 

Gas DeJiyery and Management Services Costs 

Interconnection Costs 

On era tin g Reserve 

Option to Extend Term 

Future Changes Rjsk Mitigation 



fNTD: to he provided senarately.l 

SCHEID!LEC 
PROCESS 



Cancellation Schedule 

SCHEDULE D 
PROJECTED COSTS AND EXPENSES 

DURING THE TERM 

INTD: The following is nrelimjnary and subject to change.] 

January E~brua~ March 
2011 20!1 2011 Agrii2Q! I Ma.: 2011 June 20 II 

Yalu~s ar~ in milliQns and are cumulati~~ month tQ month 

Non~Becoverable costs for the Eacili~ __$_ll6_ __$_3ljj_ _$_3__3_ji __$_ll6_ __$_ll6_ __$_3ljj_ 

MPS Canada Inc, ESA US$ $1Q8 5 $]30.2 $137,5 $143.3 $144.7 $144.7 

Hedging Cnsts \IS$ to Cdn~ $12.4 JJ1,i __$_l2A $12.4 $12.4 $12.4 

MPS Canada bJc, ESA f/s QQtion _$31.Q ..$ll,Q _$31.Q _ll4_& ~ _$31.Q 

MPS Ci\nada Inc LISA ..$tl ..$tl ..$tl ..$tl ..$tl ..$tl 

MPS ~oada Inc IRA _$1._5_ ..$12 _$1._5_ _$1._5_ ..$12 _$1._5_ 

InmsCanada Business D!:iyelogment ..$Q,l ..$Q,l _$lU . ..$ll.3. _$.Q...1 

IransCanada DeveiQJJment Engine~ring _$lU _$Q.1 ..$ll.6. ..$ll ..$.l.Q_ _$U 

External Detailed Design Engineering k ..$0..8. ..$..Ll ..$2.6. ..$.1.1 $4.0 

Qther Engineering Consulting _$.Q,l _$jl.J. _$!!...5. _$..Q,1 ..$Q...8. ..$!!.2. 

Consultant EnYirQnmenta! _$.Q,l _$(),2_ .ml _$QA _$!!...5. 

Land Ql~tiQns Costs and Real Estate _$!!...5. _$!!...5. _$Q,_5_ _$!!...5. 
. 

I 

I 

I 

I 
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Aleksandar Kojic 

From: 
Sent: 

Sebastiane, Rocco [RSebastiano@osler.com] 
January25, 20111:13 PM 

To: 
Cc: 

Deborah Langelaan; Michael Killeavy 
Smith, Elliot 

Subject: Revised MPS Fast Start Letter Agreement 
Attachments: MPS Fast Start Letter Agmt (OPA Revisions- Jan 24, 2011).doc 

Further to our discussion with TCE last Thursday, please find enclosed a revised draft of the TCE-MPS Fast 
Start Letter Agreement for your review and consideration. If this looks OK to you, then it can be forwarded to 
TCE for their review. 

o= 
Rocco Sebastiana 
Partner 

416.862.5859 DIRECT 
416.862.6666 FACSIMILE 
rsebastiano@osler.com 

Osler, Hoskin & Harcourt LLP 
Box 50, 1 First Canadian Place 
E::irio, Canada M5X 1 B8 

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

Le contenu du present courriel est privilegie, confidential et 
soumis a des droits d'auteur. II est interdit de l'utiliser au 
dele divulguer sans autorisation. 
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MPS Canada, Inc. 
Royal Bank Plaza, South Tower 
200 Bay Street, Suite 3220 
Toronto, ON Canada MSJ 2Jl 

Attention: Shinichi Ueki 

Subject: Equipment Supply Contract #6519 dated July 7, 2009 between TransCanada 
Energy Ltd. and MPS Canada, Inc. (the "Contracf'), the Letter Agreement dated 
October 29, 2010 (the "Original Letter Agreement") and the Letter Agreement 
dated November 19,2010 (together, the "Previous Letter Agreements"). 

Dear Mr. Ueki, 

This letter (this "Letter Agreement") is intended to set forth certain agreements, understandings 
and commitments between TransCanada Energy Ltd. ("Purchaser'') and MPS Canada, Inc. (the 
"Supplier") regarding the Contract and the Previous Letter Agreements. 

Background. Purchaser was informed by the Ontario Power Authority (the "OPA") that the 
Project will not proceed forward based on the current site location designated in the Contract. 
OPA requested Purchaser's cooperation to seek a viable alternative site or multiple sites in order 
to avoid, at this time, paying cancellation fees and costs, including Supplier's Termination 
Payment. In the Original Letter Agreement, Purchaser suspended Supplier's Work effective 
October 29, 2010 until November 30, 2010 in order to have time to pursue potential alternative 
project(s) and configuration(s) with the OPA. The OPA indicated its .interest in a potential 
alternative project(s) and confignration(s), and therefore the Supplier and Purchaser agreed to 
continue to suspend Supplier's Work until December 31, 2010 in the Second Letter Agreement. 

During such time, Supplier provided information to Purchaser to support its efforts to 
negotiate with the OPA. Purchaser and the OPA have agreed to work together in good faith to 
negotiate a definitive form of agreement for deve!ep aad eeastrust an alternate project to be sited 
in or around Cambridge, Ontario which will &H<!-ernploy two M501 GAC Fast Start gas turbines 
in simple cycle configuration. On December 16, 2010, Supplier provided Purchaser a budgetary 
commercial proposal and budgetary technical proposal No. MP-A2335 for such alternate project 
with the new delivery dates, including Electrical Output, Heat Rate, Ramp Rate and Start Up 
Time all as set out in Attachment I (collectively the "Budgetary Proposal"). The OPA 
Purchaser has reviewed and indiea!ed ils aeeeplanee efthe Budgetary Proposal with the OPA. , 
and !herefure Supplier and Purchaser agree that the Supplier's Work shall no longer be 
suspended effective December 31, 2010 and Supplier shall proceed with the Work in accordance 
with the Budgetary Proposal, subject to the terms and conditions set out herein. 

'-·'· 

. ·.~ 



CONFIDEN11AL Letter Agreement 
beru>een TransCanada Energy Ltd.. 

and MPS Canada, Inc. 

1. Commitment. The Parties agree to amend the Contract to provide for the furnishing, 
design, fabrication and supply of two 501 GAS Fast Start gas turbines (the "New Equipment'') 
which meet the Budgetary Proposal together with all other services, equipment and materials 
required for the supply of such equipment as the Parties may agree. 

Supplier agrees to propose a revised Contract Price based upon such New Equipment on 
or befure !~~l>r!!IIIJ'.J.Q,.,~.QgJ.. .... ~¥.C!!.J?r()l'".se<! .. g9.n1J1lct .. l'ri"'! .. s!!al!._in_cl¥_dte.""Y::'!llll()!lll!!'.--·"··l Formatted: Font: Bold 

determined under iH aeeeraaaee with Article~ 4 and 14 as needing to be paid as a result of the 
suspensions described in the Previous Letter Agreements. Supplier agrees that the additional 
amount for the New Equipment that will be included in the revised Contract Price will not 
exceed 125% of such amount included in the Budgetary Proposal. However, the Budgetary 
Proposal was based upon the iaformatiea ana scope of supply and technical information set out 
in the Budgetarv Proposal previdea prier te Deeemloer le, 2919 and is subject to change 
depending upon any changes in the scope of supply or new technical information provided by 
Purchaser after the date of this Letter Agreement. er aew iHformatiea pre¥iaed by Purebaser er a 
!hire party after sHea date. 

2. Formal Contract Amendment. The Parties agree to meet on a regular basis and in good 
faith to identify, negotiate and agree upon the changes to the Contract as are necessary to amend 
the Contract and give full effect to this Letter Agreement. It is the intention of the Parties to 
execute such amendment by !~a..:c!!J .•. ~m.lL ...................................................................... -·· .. -·{Formatted: Font: Bold 

3. Termination. In the event the Contract is terminated after the date of this Letter 
Agreement, p_ee_eJilb_e'. _3 ;1, _2!)1_ ~'. P.!ll:c!!~er: !lg_re~s _to_ Jl~Y. ~ UJ?jl lier_l>~e<!. 9.1!. ~it_h_ tit•. c_"'lc"lla(i9_n __ .. _ . · ·{ Formatted: Font: Bold 

schedule stipulated in the APPENDIX "Vf' and in accordance with the Contract. For purposes of 
calculating the Termination Payment, the Contract Price shall be determined by including the 
amounts set forth in the Budgetary Proposal and, upon execution of the Contract amendment 
referenced in paragraph 23 above, the revised Contract Price shall be used. 

4. Defined Terins. Capitalized terms used but not defined herein shall have the meaning 
given them in the Contract. 

5. Other Terms and Conditions. Except as expressly set forth herein, this Letter Agreement 
shall not by implication or otherwise limit, impair, constitute a waiver of, or otherwise affect the 
rights and remedies of either party to the Contract, nor alter, modify, amend or in any way affect 
any of the terms, conditions, obligations, covenants or agreements contained in the Contract, all 
of which shall continue and remain in full force and effect. 

6. Governing Law. This Letter Agreement shall be, for all purposes, governed by and 
construed in accordance with the laws of the Province of Ontario, excluding its rules governing 
conflicts oflaw. 

2 



CONFIDENTIAL Letter Agreement 
between TransCanada Energy Ltd.. 

andMPSCanada, Inc. 

7. Entire Aoreement. This Letter Agreement represents the entire agreement and 
understanding of the Parties with respect to the amendment and modification of the Contract or 
Previous Letter Agreements on the subject hereof, and supersedes all prior or contemporaneous 
discussions, understandings and agreements between the Parties with respect thereto. 

8. Amendments in Writing. No change, amendment or modification of this Letter 
Agreement shall be valid or binding upon the Parties unless such change, amendment or 
modification shall be in writing and duly executed by both Parties. 

9. Counterparts: Signatures. This Letter Agreement may be executed in any number of 
counterparts, each of which shall be deemed an origiual, but all of which together shall constitute 
one instrument. Any signature page of any such counterpart, or any electronic facsimile thereof, 
may be attached or appended to any other counterpart to complete a fully executed counterpart of 
this Letter Agreement. Any electronic facsimile transmission of any signature of a Party shall be 
deemed an original and shall bind such Party. 

I 0. Confidentiality. The Parties agree that neither Party shall disclose the contents of this 
Letter Agreement to any third party without the prior written consent of the other Party; provided 
that Purchaser may disclose the contents of this Letter Agreement to the OPA, subject to that 
certain Acknowledgement by Ontario Power Authority and Osler, Hoskin & Harcourt LLP dated 
December 17, 2010. 

If the foregoing accurately reflects the understanding and agreements of Supplier and Purchaser 
with respect to the subject matter hereof, please indicate your assent by having a duly authorized 
representative of Supplier countersign below and return one duplicate original of this Letter 
Agreement to Purchaser. 

TransCanada Energy Ltd. 

By:. ____________________ __ 

Name: Terry Bennett 

Title: Vice President 

By:. ______________________ _ 

Name: John Cashin 

Title: Assistant Corporate Secretary 

3 
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CONFIDENTIAL 

[Remainder of Page left intentionally blimk] 

{MPS Acceptance on next Page] 
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Letter Agreement 
between TransCanada Energy Ud. 

andMPSCanada,lnc. 



CONFIDENTIAL 

Accepted this _3+ "-day of ___ _,_12Q.Ol!J!L,_ .. fD)eeeee,.mBlb'>Ee,...r ~2Qil'lfQ.Q. 

MPS Canada, Inc. 

By: ________ _ 

Name: Shinichi Ueki 

Title: President 

5 

Letter Agreement 
between TransCanada Energy Ltd. 

andlvJPS Canada, Inc. 





Aleksandar Kojic 

From: Susan Kennedy 
Sent: January 26, 2011 1:06 PM 
To: 
Subject: 

Michael Ki/leavy; JoAnne Butler; Deborah Langelaan; Michael Lyle 
FW: Direction 

Attachments: i<YVC TransCanada Direction.26 01 2011.cln.docx 

Importance: High 

Attached is the directive from MEl. Carolyn Calwell gave me a call/"heads up". She wanted to assure me that she had 
conveyed all our comments and concerns to the MO's office and they have not been accepted. 

The Directive is considerably gutted from earlier versions and, of significant note, does not provide for an Implementation 
Agreement. 

You will notice that we have been given a 3pm today deadline. 

Susan H. Kennedy 
Director, Corporate/Commercial Law Group 

From: Calwe/1, Carolyn (ME!) [mailto:Carolyn.Calwell@ontario.ca] 
Sent: January 26, 2011 1:02 PM 
To: Susan Kennedy 
Subject: Direction 

Susan, 

I have been instructed to send you the attached as a courtesy. You will see significant editing from the version that you 
sent me. I have conveyed the messages that you conveyed to me about the OPA's requirements. 

Please advise if this draft creates any impossibilities for the OPA or conflicts with the OPA's MOU with TransCanada. 
need to hear from you by 3. 

Thank you for all of the OPA's efforts to assist the Ministry in this regard. 

Carolyn 

Carolyn Calwell 
A/Deputy Director 
Ministry of Energy & Ministry oflnfrastructure 
Legal Services Branch 
Ministry of the Attorney General 
777 Bay Street, Suite 425 
Toronto ON M5G 2E5 
416.212.5409 

This communication may be solicitor/client privileged and contain confidential information only intended for the person(s) 
to whom it is addressed. Any dissemination or use of this information by others than the intended recipient(s) is 
prohibited. If you have received this message in error please notify the writer and permanently delete the message and 
all attachments. Thank you. 

1 
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LEGAL ADVICE- PRIVILEGED AND CONFIDENTIAL- NOT FOR CIRCULATION 

January , 2011 

Mr. Colin Andersen 
Chief Executive Officer 
Ontario Power Authority 
Suite 1600 
120 Adelaide Street West 
Toronto, ON M5H 1 T1 

~~w 
Dear Mr. Andersen, ~ ~-)! -~~/. 

~ -7~ ~ 
Re: Kitchener-Waterloo-Cambridge Area New Supply ;j}Y.1Y-:; ~ 'W$ 

rf ~ ~ 
I . . . 'th th . th Mini' f E ®- ~ d~%c.. '% . th wnte m connectiOn WI my au onty as e ster o nergyffim or er tor. exercise e 

. . . . . . .«~ ~~- -~ .... --~~ . statutory power of mmrstenal drrectwn that I have m respec~enffe<'.®ntal;io Po we¥ Authonty (the 
% 'q% '%. 

"OPA") under section 25.32 of the Electricity Act, 1998 (the %ct"). '%, '%(% 
'%t ~% '~- ::' 
~ ~ r~~ Background ~0 ~~ ~ 

~ //~-
. ~ ~ -~ 

The 2007 proposed Integrated Power System J?Jan f~jeP~~cf1),$,ed for a gas plant in Kitchener
Waterloo-Cambridge (the "KWC Area"). I}.uildirl~on ~itee& identified in the 2007 plan, in 

"~~ ~- ~ ~"«· . 
our Long Term Energy Plan, the Govenunenl!lt9enti'fi.$,drth#value of natural gas generation for 
peak needs where it can address local an~Y:-~1e~%£liaB'i1ity issues. The Govenunent confirmed 
th . d d fi I d <>.J?;al ""'·· ;7&~ I . th KWC Ar e continue nee or a c ean, mo em naw g~ nreu p ant m e ea. 

% ~%~-~ . . 
The Govenunent has deterrnfn.·ed ·W£~:~put*imd advice from the OPA that it is prudent and 

-~ '&~' . .,., 

necessary to build a simple cyd'~~ "' ~"'ffas-frred power plant that has contract capacity of 
• //_.. >::~- ?:0 ?& 'ij&/4$;9" . 

approximately 450~ fot deploynr'ent m the KWC Area by the spnng of 2015 (the "KWC 
P · ") I 'a1""'~· ··%.. %. d K:& th KWC Ar d d . . h . roJect to meet oc !'(£ _stem, nee s.§tm e ea, eman IS growmg at more t an twice 

io/-@ '"-%: '"/4@'/ 

th . . I t % 1h e provincia ra e .. :%;&;; ~ ~ 
w-~~ % ~-

~~ ~~ ~ 
Pursuant to }~~ti-s,~ d'at~~ August 18, 2008 (th~ "2008 Direc~ion"), the OP~ procured from 
Tran~S~ad~ner~X Btct; ("TransCanada") the design, constructiOn and operation of a 900MW 
naruf' gas ~!}.frat&,$ station in Oakville (the "Oakville Generating Station"). On October 7, 
201 O~%annound"tdi4:1J.lit the Oakville Generating Station would not proceed as changes in demand 

% ~ 
and suppty,.hav:~)nade the Oakville Generating station no longer necessary. 

"%'@'$' 

In light of the foregoing, together with the OPA, the Govenunent has discussed with 
TransCanada a project that would meet the KWC Area supply requirement. 

Direction 

Therefore, pursuant to my authority under subsection 25.32(4) of the Act, I direct the OPA to 
. assume responsibility for discussions with TransCanada to procure a gas plant with contract 

capacity of 450MW in the KWC Area to address the reliability needs described above, including 



LEGAL ADVICE- PRIVILEGED AND CONFIDENTIAL- NOT FOR CIRCULATION 

the negotiation and execution of an interim implementation agreement to address the costs of and 
work on the KWC Project before a definitive agreement is executed. To best protect electricity 
rate payers, the OPA should look for opportunities to reprofi!e investments already made by 
Trans Canada. 

It is anticipated that the OPA will complete the contract for the KWC Project by June 30, 2011 
having regard to a reasonable balance of risk for TransCanada, the mutual termination of the 
contract for the Oakville Generation Project and the needs and interests of Ontario electricity 

;g- %' .ci customers. It is further expected that the contract provide for an in servicejd'ate"'o{:fJ.O later than 
0 • ~ qp% 

spnng of2015 to meet the demand needs of the commumty. ·:;-:@' ~"" 
1~- -%--~ , 

yJff'-t-+ ~ ··::::z4#· 
As ~th all electricity gen~ration proj_e:ts procured. by the OPA, ~,: #'w~!rcij*;t shall be 
requrred to undergo all apphcable mumc1pal and envrronmental app~,aq,'als t~hS,IJle It meets or 
exceeds regulated standards, including those for air quali~~.·"lfruse •. o."''dour a'il:d-"~bration. Any 

>/~-- ''-'?$. '-"(~ ·<.,-;.; 

duty to consult and accommodate Aboriginal communities ol:lf1he KW® Project must be fulfilled. 
h ''11&;. -~;;i -~%-
~.0. "%·. :/.~-

For greater clarity, the OPA is not required by this'"(;J,~ectiod'"t~, ewer into a contract with 
TransCanada if it is unable to reach agreement with TfilnsCanad~n terms that satisfy the 
requirements of this direction and fully consider ratgf"¥:>~~f{l'Q,~rests. In such event, the OPA 

m~y ~eek to recover it~ costs, if any, relat4.1¥@o'1:~~ n(f1"entation agreement in accordance 
With Its statutory authonty. -:fFc·. ~~-. '•·%i'f 

"<{/, '/'/.· 
;>:'1:7-?.. '::'~;,. •-%:; 

I further direct that the 2008 Direction is Ijffi~~lf:Y.J;,e~bk~d. 
~;,..,, • (j. 

/~ ;.:!{:?/;:;;./. ··-~;~;;, '1t-. 
This direction shall be effectiv~,,~dpinjjP.g as.pf the date hereof . 

. -:-;; ~;.a%7" ;>/. 

{_·?''.'.·.:_.;:}?~/- ·-%~. 4{ /· -~::~;}:J;>:;:-
----~,2-;.-

--~->- ·._ ""' 
~-::: .. %0_.?;;c_{j~-~~-

Brad Duguid 



Aleksandar Kojic 

From: 
Sent: 
To: 
Cc: 
Subject: 
Attachments: 

Importance: 

JoAnne Butler 
January 26, 2011 3:33 PM 
'Sebastiana, Rocco'; 'Smith, Elliot' 
Michael Killeavy; Susan Kennedy; Michael Lyle; Deborah Langelaan 
FW: Direction 
KWC TransCanada Direction.26 01 2011.cln.docx 

High 

Can we get your comments on this one? Colin is trying to buy us some time .... thanks ... 

JCB 

JoAnne C. Butler 
Vice President, Electricity Resources 
Ontario Power Authority 

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

416-969-6005 Tel. 
416-969-6071 Fax. 
joanne.butler@powerauthority.on.ca 

From: Susan Kennedy 
Sent: Miercoles, 26 de Enero de 2011 01:06p.m. 
To: Michael Killeavy; JoAnne Butler; Deborah Langelaan; Michael Lyle 
Subject: FW: Direction 
Importance: High 

Attached is the directive from MEl. Carolyn Calwell gave me a call/" heads up". She wanted to assure me that she had 
conveyed all our comments and concerns to the MO's office and they have not been accepted. 

The Directive is considerably gutted from earlier versions and, of significant note, does not provide for an Implementation 
Agreement. 

You will notice that we have been given a 3pm today deadline. 

Susan H. Kennedy 
Director, Corporate/Commercial Law Group 

From: Calwell, Carolyn (MEI) [mailto:Carolyn.Calwell@ontario.ca] 
Sent: January 26, 20111:02 PM 
To: Susan Kennedy 
Subject: Direction 

Susan, 

I have been instructed to send you the attached as a cour!eosy. You will see significant editing from the version that you 
sent me. I have conveyed the messages that you conveyed to me about the OPA's requirements. 

Please advise if this draft creates any impossibilities for the OPA or conflicts with the OPA's MOU with TransCanada. 
need to hear from you by 3. 

Thank you for all of the OPA's efforts to assist the Ministry in this regard. 

1 



Carolyn 

Carolyn Calwell 
A/Deputy Director 
Ministry of Energy & Ministry of Infrastructure 
Legal Services Branch 
Ministry of the Attorney General 
777 Bay Street, Suite 425 
Toronto ON M5G 2E5 
416.212.5409 

This communication may be solicitor/client privileged and contain confidential information only intended for the person(s) 
to whom it is addressed. Any dissemination or use of this information by others than the intended recipient(s) is 
prohibited. If you have received this message in error please notify the writer and permanently delete the message and 
all attachments. Thank you. 
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January , 2011 

Mr. Colin Andersen 
Chief Executive Officer 
Ontario Power Authority 
Suite 1600 

120 Adelaide Street West 
Toronto, ON M5H lTI 

~' '0~ 
Dear Mr. Andersen, % %%. 

v~ -~ :'%.; / 
. ~ ~~ Re: Kitchener-Waterloo-Cambridge Area New Supply A f>~· ''ZfY 

~· ~ ~ 

I . . . "th th . th M. . f E ~· ~ dA '% . th wnte m connectiOn Wl my au onty as e 1mster o ,perg~ or,;,er ]!,11% exercise e 
t f . . . al dir . th t I h . %,qr&,:::,,"' ~..: P %, ,gA th . (th statu ory power o msten ectwn a ave m respeclji[0tth&.Wntm,.o owef' u onty e 

-~ -~ -;% 
"OPA") under section 25.32 of the Electricity Act, 1998 (the ¥;ct"). \ ~ 

% ~ ~ r 

·~ ~% ~J Background ~ ~~,.. %.: /,1: / 
~ _'/ 

The 2007 proposed Integrated Power System Ejan f(i"i?~~~~ted for a gas plant in Kitchener
Waterloo-Cambridge (the "KWC Area"). Buildiil'~on tfe0l1'ee& identified in the 2007 plan, in 

-~~ ~1:- %; fi~ . 
our Long Term Energy Plan, the Govenmien~gentiTi$.ffih\l?value of natural gas generation for 
peak needs where it can address local an~Y:%letif!''l;~liabllity issues. The Govenmient confmed 
th . d d fi 1 d 0 -'?. I~"-- ~& 1 . th KWC Ar e contmue nee or a c ean, mo em naliWa gll4-nrea p ant m e ea. 

%; ~~ ~~' 
The Govenmie~t has ~eterm'fii~J,. "\~P~~~ilp.d advice from the OP A that it is prude~t and 
necessary to build a srmple ~JCkiJlai.'\iral~as-fued power plant that has contract capacity of 

//,. %~ % ~~ ~h7 
approximately 450M.i}V fo.r deploynf~nt m the KWC Area by the spring of 2015 (the "KWC 

. ~z- /,-. ~ .... % .. , W~- . . . 
PrOJeCt") to meet loc!if.<SY;Stell\ needs.@"n the KWC Area, demand IS growmg at more than twiCe 

1PA % ""//4/ff · 
the provincial rate .. fo2- ·~ ~x. 

W'/-'b# ~- "="r. 
/_ 7:/ ·f.%· "0 
"4-A '"~ -~ 

Pursuant to a direction dated August 18, 2008 (the "2008 Direction"), the OPA procured from 
~ '/%. ---~ . . . • 

Tran~lgl.ad~Enef~ Et~. ( TransCanada") the design, constructiOn and operation of a 900MW 
na~ gas g'eneratill'g station in Oakville (the "Oakville Generating Station"). On October 7, 
201 O~-'.kanno~6"'tcbt1fiit the Oakville Generating Station would not proceed as changes in demar~d 

% /. 
arid supply, J,ay:/made the Oakville Generating station no longer necessary. 

~$7 
In light of the foregoing, together with the OPA, the Govenmient has discussed with 
TransCanada a project that would meet the KWC Area supply requirement. 

Direction 

Therefore, pursUarJt to my authority under subsection 25.32(4) of the Act, I direct the OPA to 
assume responsibility for discussions with TransCanada to procure a gas plant with contract 
capacity of 450MW in the KWC Area to address the reliability needs described above, including 
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the negotiation and execution of an interim implementation agreement to address the costs of and 
work on the KWC Project before a definitive agreement is executed. To best protect electricity 
rate payers, the OP A should look for opportunities to repro file investments already made by 
TransCanada. 

It is anticipated that the OPA will complete the contract for the KWC Project by June 30, 2011 
having regard to a reasonable balance of risk for TransCanada, the mutual termination of the 
contract for the Oakville Generation Project and the needs and interests of Ontario electricity 
customers. It is further expected that the contract provide for an in service'~at~ofJno later than . . ~ ~;~~ 
sprmg of2015 to meet the demand needs of the commuruty. "%~ "'"% 

·W?;-.-, ~~/- ,. 
///h - ·o-~ ~~,w-

As with all electricity generation projects procured by the OP A, the KWE:; Project shall be 
~x: jfft 0;. 

required to undergo all applicable municipal and environmental app~c£%al~ t?fel'is:Mfe"it meets or 

exceeds regulated standards, including. ~ose for air ~~itr0is~706'~:. ahq<"jfbration. Any 
duty to consult and accommodate Abongmal commuruties omthe KWEl, Project must be fulfilled. 

"' ''-o":t·,, --~ "'1?-
<>%-: <c"-~ ,z-, 

For greater clarity, the OPA is not required by thiir'cljJectiod'"t~ e~'er into a contract with 
";;:;,;. 70/1 

TransCanada if it is unable to reach agreement wiJ;l:l,,}r~~Canada:on terms that satisfy the 
requirements of this direction and fully consider rat~i'Y;ers'~'ii+terests. In such event, the OPA 

, • • ~,, . • .fffAi%;._, '/.;;;- , • 
may seek to recover Its costs, If any, relatmg to the Implementation agreement m accordance 

"·'/«~· '-'% ':"%; __ ;;: ., 
with its statutory authority. "''"~;" 0:":0~. 'ti:;p' 

;tl~% ;"{<.>j;_ .. -;1~/ 
I further direct that the 2008 Direction isl},:;reby,~~vok!S'd. 

This direction shall be effectiVe and{(kdilii~s o;ihe date hereof. 
·:~~t -~:i)F' ;.. ·-::.;-. 

. - ·?;;~_- gr:-;*%;;, '•%:0-_. -./~~(( 

~"~'" ~;~'%1%:)~:?%{0 
Brad Duguid :fo};%7:'''%;,:\ 
Minister of Energy;~ ""<':'", ' :;; 

,-:,·, / -'-.'1~;~ ~-:::;:; 
&~%{% '---?~;, ·-::~> 

./X(// -% . ~~. r~ 
Jt(Y:% ~:t Zc:-. :(:.-::;: 
%? "%:,. '% '·/ 
1% ·%.;, ~ 
-~~ /'·?%.;:.-/{:if 
. ~;~ /,/,1);1 

-~, ;)-/ 
;:(?-;/•, /;:;: 
-·~~%:-~w~%~ 

">;:y/1;;'(/' 



Aleksandar Kojic 

From: 
Sent: 
To: 
Cc: 
Subject: 
Attachments: 

Gentlemen; 

Deborah Langelaan 
January 26, 2011 4:33 PM 
'Sebastiane, Rocco'; 'Smith, Elliot' 
Michael Killeavy 
FW: Updated TCS-Generai/[Letter of Agreement] Release from suspension 
Redline_MPS Fast Start Letter Agmt (OPA and MPSA Revisions- Jan 26 2011) (2).doc; 
Redline_MPS Fast Start Letter Agmt (OPA and MPSA Revisions- Jan 26 2011) (3).pdf 

Attached please see black-lined version of the Letter Agreement. Based on yesterday's discussions with TEC and the 
subsequent internal discussions today it's highly unlikely that we will give TCE the green light to lift the suspension in the 
near term. 

Deb 

Deborah Langelaan I Manager, Natural Gas Projects I OPA 1 
Suite 1600- 120 Adelaide St. W. I Toronto, ON MSH 1T1 I 
T: 416.969.6052 I F: 416.967.19471 deborah.langelaan@powerauthority.on.ca 1 

From: John Mikkelsen [mailto:john_mikkelsen@transcanada.com] 
Sent: January 26, 2011 4:28 PM 
To: Deborah Langelaan 
Cc: Michael Killeavy 
Subject: FW: Updated TCS-Generai/[Letter of Agreement] Release from suspension 

Dear Deborah, 

Attached please find a blackline version of the MPS Letter Agreement in response to the proposed changes provided by 
your counsel on Tuesday. Could you please review and acknowledge your agreement to the form of the letter agreement 
at your earliest convenience. 

Thanks, 

John Mikkelsen, P.Eng. 

Director, Eastern Canada, Power Development 

TransCanada 

Royal Bank Plaza 
200 Bay Street 
24th Floor, South Tower 
Toronto, Ontario M5J 2J1 

Tel: 416.869.2102 

Fax:416.869.2056 

Celt.:419 •. 5.59..1.66.4. 
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From: Terri Steeves 
Sent: Wednesday, January 26, 20114:14 PM 
To: John Mikkelsen 
Subject: FW: Updated TCS-Generai/[Letter of Agreement] Release from suspension 

Please send to OP A. Note typo from previous version. 

I believe this is reasonable. 

Thanks, 
Terri 

From: Prigge, Phil [mailto:Phii.Prigge@mpshq.com] 
Sent: Wednesday, January 26, 2011 1:48 PM 
To: Terri Steeves 
Cc: Prigge, Phil 
Subject: FW: TCS-Generai/[Letter of Agreement] Release from suspension 

Terri, 

One mistake; 

On the top of page 2, it should read "501 GAC Fast Start'', not "501 GAS Fast Start." 

Thanks, 

Phil 

From: PPrigge@mpshq.com [mailto:PPrigge@mpshq.com] 
Sent: Wednesday, January 26, 2011 3:33 PM 
To: terri_steeves@transcanada.com; JPM-TEC@comcast.net; mark_brache@transcanada.com 
Cc: isamu_matsumi@mhi.co.jp; F _ Transc@mhi.co.jp; MASUDA, SOSUKE; Schwartz, Thangyah; Southwest GTA; Namba, 
Kotaro; Watanabe, Airo; Prigge, Phil; Yoshi, Kazuo; Yoshida, Minoru; Hiura, Daisuke; Ishikura, Kazuki; Muyama, Akimasa; 
Hasegawa, Koji; Ueki, Shinichi; McDeed, David; Pyres, George; Mulligan, George; Takasugi, Shigeki; Koeneke, Carlos; 
Newsom, Bill; Southwest GTA; F _hcommon 
Subject: TCS-Generai/[Letter of Agreement] Release from suspension 

Date: January 26,2011 
Ref. No: MPS/TCS-General-11-E-0003 

To :Attention: Terri Steeves,Joseph P. Miller,Mark Brache 
:Company: TransCanada/SW GTA PJ- TransCanada Team Member,TransCanada/SW GTA PJ
TransCanada Team Member,TransCanada/SW GTA PJ- TransCanada Team Member 
CopyTo : Isamu Matsumi(TransCanada/SW GTA PJ- MHI TGO Team Member),MHI Takasago 
Mailbox(TransCanada/SW GTA PJ- MHI TGO Team Member),Sosuke Masuda(TransCanada/SW GTA PJ
MHI TGO Team Member ),Schwartz Thangyah(TransCanada/SW GTA PJ- MPSA Team 
Member),TransCanada/SW GTA PJ- MPSA General Mailbox(TransCanada/SW GTA PJ- MPSA Team 
Member),Kotaro Namba(TransCanada/SW GTA PJ- MPSA Team Member),Airo Watanabe(TransCanada/SW 
GTA PJ- MPSA Team Member),Phil Prigge(TransCanada/SW GTA PJ- MPSA Team Member),Kazuo 
Y oshi(),Minoru Y oshida(),Daisuke Hiura(Lake Mary Headquaters ),Kazuki Ishikura(),Akimasa Muyama(),Koji 
Hasegawa(Lake·Mary Headquaters),Shinichi Ueki(),David Mcdeed(Lake Mary Headquarters),George 
Pyros(Lake Mary),George Mulligan(Lake Mary Headquarters),Shigeki Takasugi(),Carlos Koeneke(Orlando 
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Service Center),Bill NewsomO 

From: Phil Prigge,Project Manager 
MPSA Headquarters 
Person in Charge :phil prigge (pprigge@rnpshq.com) 
Phone No. : 407-688-6351 Fax No. : 407-688-6132 

Project : TransCanada/Southwest-General 
Subject : [Letter of Agreement] Release from suspension 

Approved by : 
p.prigge ,k.namba ,p.prigge 

Dear Terri, 

Please see our reply to your proposed changes to the Letter of Agreement to release MPS Canada 
from suspension. The doc and pdf are the same but the pdf file shows MPS Canada replies in a 
different color that the TCE proposed changes. 

(See attached file: Redline _ MPS Fast Start Letter Agmt (OPA and MPSA Revisions- Jan 26 2011) (2).doc)(See 
attached file: Redline _ MPS Fast Start Letter Agmt (OPA and MPSA Revisions- Jan 26 2011) (3).pdj) 

Please let us know if you have any questions or concerns, 

Phil Prigge 
Project Manager 
************************************************* 
MPS Canada, Inc. 
200 Bay Street, Suite No.3220, Toronto, Ontario 
M5J 2J1, Canada 
************************************************* 

This is a confidential communication. The information contained in this e-mail message is intended only for the 
use of the individual or entity to which it is addressed. Information contained herein may be protected from 
further dissemination or disclosure under applicable laws. If the reader of this transmission is not the intended 
recipient or the employee or agent responsible for delivering the transmission to the intended recipient, you are 
hereby notified that any dissemination, distribution, copying or use of this transmission or its contents is strictly 
prohibited. If you have received this transmission in error, please notify the e-mail sender. Thank you. 

This electronic message and any attached documents are intended only for the named addressee(s). This 
communication from TransCanada may contain information that is privileged, confidential or otherwise 
protected from disclosure and it must not be disclosed, copied, forwarded or distributed without authorization. 
If you have received this message in error, please notify the sender immediately and delete the original 
message. Thank you. 
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Attention: Shinichi Ueki 

Subject: Equipment Supply Contract #6519 dated July 7, 2009 between TransCanada 
Energy Ltd. and MPS Canada, Inc. (the "Contract"), the Letter Agreement dated 
October 29, 2010 (the "Original Letter Agreement") and the Letter Agreement 
dated November 19, 2010 (together, the "Previous Letter Agreements"). 

Dear Mr. Ueki, 

This letter (this "Letter Agreement") is intended to set forth certain agreements, understandings 
and commitments between TransCanada Energy Ltd. ("Purchaser") and MPS Canada, Inc. (the 
"Supplier") regarding the Contract and the Previous Letter Agreements. 

Background. Purchaser was informed by the Ontario Power Authority (the "OPA") that the 
Project will not proceed forward based on the current site location designated in the Contract. 
OPA requested Purchaser's cooperation to seek a viable alternative site or multiple sites in order 
to avoid, at this time, -paying cancellation fees ?Ild costs, including Supplier's Termination 
Payment. . In the Original Letter Agreement, Purchaser suspended Supplier's Work effective 
October 29, 2010 until November 30, 2010 in order to have time to pursue potential alternative 
project(s) and confignration(s) with the OPA. The OPA indicated its interest in a potential 
alternative project(s) and configuration(s), and therefore the Supplier and Purchaser agreed to 
continue to suspend Supplier's Work until December 31, 2010 in the Second Letter Agreement. 

During such time, Supplier provided information to Purchaser to support its efforts to 
negotiate with the OPA. Purchaser and the OPA have agreed to work together in good faith to 
negotiate a definitive form of agreement for elevelel' anel eeHstmet an alternate project to be sited 
in or around Cambridge, Ontario which will aa<l-employ two M501 GAC Fast Start gas turbines 
in simple cycle configuration. On December 16, 2010, Supplier provided Purchaser a budgetary 
commercial proposal and budgetary technical proposal No. MP-A2335 for such alternate project 
with the new delivery dates, including Electrical Output, Heat Rate, Ramp Rate and Start Up 
Time all as set out in Attachment I (collectively the "Budgetary Proposal"). The OPA 
Purchaser has reviewed anel iaelieateel its aee"!'tanee efthe Budgetary Proposal with the OPA. , 
ana therefere Supplier and Purchaser agree that the Supplier's Work shall no longer be 
suspended effective December 31,2010 and Supplier shall proceed with the Work in accordance 
with the Budgetary Proposal, subject to the terms and conditions set out herein. 

'·. <•' .-



CONFIDENTIAL Letter Agreement 
between TransCanada Energy Ltd. 

andMPSCanada, Inc. 

1. Commitment. The Parties agree to amend the Contract to provide for the furnishing, 
design, fabrication and supply of two 501 GAS Fast Start gas turbines (the "New Equipment") 
which meet the Budgetary Proposal together with all other services, equipment and materials 
required for the supply of such equipment as the Parties may agree. 

Supplier agrees to propose a revised Contract Price based upon such New Equipment on 
or before .!:Febru_ary. ~~ .20n1, ... S.uch propos~d C::olltra<Ot .J:>ric.e shall_ i11clu~e .. ~an1~unts _ <" · · ~F;,;•;;•;;;m;;•tt;;ed;;;;,;•.;.F;;on;;t:;,;B;;;o;;;ld ____ -< 
determined under ia aeeeFdaaee with Article~ 4 and 14 as needing to be paid as a result of the ·- LF:.:•::""="tt=e=d::•.:.Fo=:nc:t•c:Bo=ld~-----' 
suspensions described in the Previous Letter Agreements. Supplier agrees that the additional 
amount for the New Equipment that will be included in the revised Contract Price will not 
exceed 125% of such amount included in the Budgetary Proposal. However, the Budgetary 
Proposal was based upon the iafermatiea and scope of supply and technical information set out 
in the Budgetarv Proposal provided prier te Deeembe• 16, 291 Q and is subject to change 
depending upon any changes in the scope of supply or new technical information provided by 
Purchaser or changes in law or mandatory engineering standards after the date ef this LetteF 
t\greemeH!December 16. 2010. OF"""' infeFHlatiea provided ay PHFshaser or a thiFd party after 
SHsfl date. 

2. Formal Contract Amendment. The Parties agree to meet on a regular basis and in good 
faith to identifY, negotiate and agree upon the changes to the Contract as are necessary to amend 
the Contract and give full effect to this Letter Agreement. It is the intention of the Parties to 
execute such amendment by .1:)\((a_rc])_l§.}O_l~L...... . . .... .. ..... . ... . __ 

3. Termination. ln the event the Contract is terminated after the date of this Letter 

Formatted: Font: Bold 

Formatted: Font: Bold 

Agreement, D_ee_eltla.~~ ~ _1, _21)1_0,_J>ll'clla.ser_ !lw:ee_s to_pay_S.~pplie~ ])ase<J ()n_ \V.i!h_tl!e. c''llc~llatio_n __ . _. -· { Formatted: Font: Bold 
schedule stipulated in the APPENDIX "Vf' and in accordance with the Contract. For purposes of 
calculating the Termination Payment, the Contract Price shall be determined by including the 
amounts set forth in the Budgetary Proposal and, upon execution of the Contract amendment 
referenced in paragraph 2J above, the revised Contract Price shall be used. 

4. Defined Terms. Capitalized terms used but not defined herein shall have the meaning 
given them in the Contract. 

5. Other Terms and Conditions. Except as expressly set forth herein, this Letter Agreement 
shall not by implication or otherwise limit, impair, constitute a waiver of, or otherwise affect the 
rights and remedies of either PartY to the Contract, nor alter, modifY, amend or in any way affect 
any of the terms, conditions, obligations, covenants or agreements contained in the Contract, all 
of which shall continue and remain in full force and effect. 

6. Governing Law. This Letter Agreement shall be, for all purposes, governed by and 
construed in accordance with the laws of the Province of Ontario, excluding its rules governing 
conflicts oflaw. 

_.{ Field c- Changed 



CONFIDENTIAL Letter Agreement 
between TransCanada Energy Ltd. 

and MPS Canada, Inc. 

7. Entire Agreement. This Letter Agreement represents the entire agreement and 
understanding of the Parties with respect to the amendment and modification of the Contract or 
Previous Letter Agreements on the subject hereof, and supersedes all prior or contemporaneous 
discussions, understandings and agreements between the Parties with respect thereto. 

8. Amendments in Writing. No change, amendment or modification of this Letter 
Agreement shall be valid or binding upon the Parties unless such change, amendment or 
modification shall be in writing and duly executed by both Parties. 

9. Countemarts; Signatures. This Letter Agreement may be executed in any number of 
counterparts, each of which shall be deemed an original, but all ofwhich together shall constitute 
one instrument. Any signature page of any such counterpart, or any electronic facsimile thereof, 
may be attached or appended to any other counterpart to complete a fully executed counterpart of 
this Letter Agreement. Any electronic facsimile transmission of any signature of a Party shall be 
deemed an original and shall bind such Party. 

10. Confidentiality. The Parties agree that neither Party shall disclose the contents of this 
Letter Agreement to any third party without the prior written consent of the other Party; provided 
that Purchaser may disclose the contents of this Letter Agreement to the OP A, subject to that 
certain Acknowledgement by Ontario Power Authority and Osler, Hoskin & Harcourt LLP dated 
December 17,2010. 

If the foregoing accurately reflects the understanding and agreements of Supplier and Purchaser 
with respect to the subject matter hereof, please indicate your assent by having a duly authorized 
representative of Supplier countersign below and return one duplicate original of this Letter 
Agreement to Purchaser. 

TransCanada Energy Ltd. 

By: ----------------------
Name: Terry Bennett 

Title: Vice President 

By: 
------~--~------

Name: John Cashin 

Title: Assistant Corporate Secretary 

.1 Field Code Changed 
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CONFmENTIAL Letter Agreement 

between TransCanada Energy Lrd.. i,j"'(i"-,;;;''\ii; ;:;J:;'·", :;,; :;;;0,•;:".0,,is·< 
andMPS Canada, Inc. 

Accepted this --28th3+ "-day of====J~a!!]nguarvm,_:, 2;1!02JIU1~-_I:Dlee<>eeO!mne!>e"'r'-i2HJ9>ll1h9. 

MPS Canada, Inc. 

By: -----------------
Name: Shinichi Ueki 

Title: President 

,.I Field Code Changed 





:[I)eeember JlJanuary 28, 201!()! 

MPS Canada, Inc. 
Royal Bank Plaza, South Tower 
200 Bay Street, Suite 3220 
Toronto, ON Canada M5J 2Jl 

Attention: Shinichi Ueki 

Subject: Equipment Supply Contract #6519 dated July 7, 2009 between TransCanada 
Energy Ltd. and MPS Canada, Inc. (the "Contract"), the Letter Agreement dated 
October 29, 2010 (the "Original Letter Agreement") and the Letter Agreement 
dated November 19, 2010 (together, the "Previous Letter Agreements"). 

Dear Mr. Ueki, 

This letter (this "Letter Agreement") is intended to set forth certain agreements, understandings 
and commitments between TransCanada Energy Ltd. ("Purchaser") and MPS Canada, Inc. (the 
"Supplier") regarding the Contract and the Previous Letter Agreements. 

Background. Purchaser was informed by the Ontario Power Authority (the "OPA") that the 
Project will not proceed forward based on the current site location designated in the Contract. 
OPA requested Purchaser's cooperation to seek a viable alternative site or multiple sites in order 
to avoid, at this time, paying cancellation fees and costs, including Supplier's Termination 
Payment. In the Original Letter Agreement, Purchaser suspended Supplier's Work effective 
October 29, 2010 until November 30, 2010 in order to have time to pursue potential alternative 
project(s) and configuration(s) with the OPA. The OPA indicated its interest in a potential 
alternative project(s) and configuration(s), and therefore the Supplier and Purchaser agreed to 
continue to suspend Supplier's Work until December 31, 2010 in the Second Letter Agreement. 

During such time, Supplier provided information to Purchaser to support its efforts to 
negotiate with the OPA. Purchaser and the OPA have agreed to work together in good faith to 
negotiate a definitive fonn of agreement for develo13 aHcl eoHstruet an alternate project to be sited 
in or around Cambridge, Ontario which will aru!-employ two M50 1 GAC Fast Start gas turbines 
in simple cycle configuration. On December 16, 2010, Supplier provided Purchaser a budgetary 
commercial proposal and budgetary technical proposal No. MP-A2335 for such alternate project 
with the new delivery dates, including Electrical Output, Heat Rate, Ramp Rate and Start Up 
Time all as set out in Attachment 1 (collectively the "Budgetary Proposal"). Tfie OW, 
Purchaser has reviewed a11El iHElieeteEl its aeee13taHee of the Budgetary Proposal with the OPA. , 
aHcl tfierefore Supplier and Purchaser agree that the Supplier's Work shall no longer be 
suspended effective December 31, 2010 and Supplier shall proceed with the Work in accordance 
with the Budgetary Proposal, subject to the terms and conditions set out herein. 
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1. Commitment. The Parties agree to amend the Contract to provide for the furnishing, 
design, fabrication and supply of two 501 GAS Fast Start gas turbines (the "New Equipment") 
which meet the Budgetary Proposal together with all other services, equipment and materials 
required for the supply of such equipment as the Parties may agree. 

Supplier agrees to propose a revised Contract Price based upon such New Equipment on 
or before £February !l)28, 20111. Such proposed Contract Price shall include any-amounts 
determined under iH aeeereaHee with Article!! 4 and 14 as needing to be paid as a result of the 
suspensions described in the Previous Letter Agreements. Supplier agrees that the additional 
amount for the New Equipment that will be included in the revised Contract Price will not 
exceed 125% of such amount included in the Budgetary Proposal. However, the Budgetary 
Proposal was based upon the infortHatien aHEI scope of supply and technical information set out 
in the Budgetary Proposal JlreviEieEI jlFier te Deeember 19, 2QIQ and is subject to change 
depending upon any changes in the scope of supply or new technical information provided by 
Purchaser or changes in law or mandatory engineering standards after the Elate ef this Letter 
AeyeeFHeHtDecember 16, 2010. er nev; infortHatien }'lrevieed by PHrellaser er a thirEI jlarty after 
sHell date. 

2. Formal Contract Amendment. The Parties agree to meet on a regular basis and in good 
faith to identify, negotiate and agree upon the changes to the Contract as are necessary to amend 
the Contract and give full effect to this Letter Agreement. It is the intention of the Parties to 
execute such amendment by fMarch 1~, 20111. 

3. Termination. In the event the Contract is terminated after the date of this Letter 
Agreement. DeeembeF :H, 2010, Purchaser agrees to pay Supplier based on with the cancellation 
schedule stipulated in the APPENDIX "VI" and in accordance with the Contract. For purposes of 
calculating the Termination Payment, the Contract Price shall be determined by including the 
amounts set forth in the Budgetary Proposal and, upon execution of the Contract amendment 
referenced in paragraph~:; above, the revised Contract Price shall be used. 

4. Defined Terms. Capitalized terms used but not defined herein shall have the meaning 
given them in the Contract. 

5. Other Terms and Conditions. Except as expressly set forth herein, this Letter Agreement 
shall not by implication or otherwise limit, impair, constitute a waiver of, or otherwise affect the 
rights and remedies of either party to the Contract, nor alter, modify, amend or in any way affect 
any of the terms, conditions, obligations, covenants or agreements contained in the Contract, all 
of which shall continue and remain in full force and effect. 

6. Governing Law. This Letter Agreement shall be, for all purposes, governed by and 
construed in accordance with the laws of the Province of Ontario, excluding its rules governing 
conflicts oflaw. 

2 
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7. Entire A!!l"eement. This Letter Agreement represents the entire agreement and 
understanding of the Parties with respect to the amendment and modification of the Contract or 
Previous Letter Agreements on the subject hereof, and supersedes all prior or contemporaneous 
discussions, understandings and agreements between the Parties with respect thereto. 

8. Amendments in Writing. No change, amendment or modification of this Letter 
Agreement shall be valid or binding upon the Parties unless such change, amendment or 
modification shall be in writing and duly executed by both Parties. 

9. Counterparts; Signatures. This Letter Agreement may be executed in any number of 
counterparts, each of which shall be deemed an original, but all of which together shall constitute 
one instrument. Any signature page of any such counterpart, or any electronic facsimile thereof, 
may be attached or appended to any other counterpart to complete a fully executed counterpart of 
this Letter Agreement. Any electronic facsimile transmission of any signature of a Party shall be 
deemed an original and shall bind such Party. 

10. Confidentiality. The Parties agree that neither Party shall disclose the contents of this 
Letter Agreement to any third party without the prior written consent of the other Party; provided 
that Purchaser may disclose the contents of this Letter Agreement to the OP A, subject to that 
certain Acknowledgement by Ontario Power Authority and Osler, Hoskin & Harcourt LLP dated 
December 17,2010. 

If the foregoing accurately reflects the understanding and agreements of Supplier and Purchaser 
with respect to the subject matter hereof, please indicate your assent by having a duly authorized 
representative of Supplier countersign below and return one duplicate original of this Letter 
Agreement to Purchaser. 

TransCanada Energy Ltd. 

By: ___________ _ 

Name: Terry Benoett 

Title: Vice President 

By: ___________ _ 

Name: John Cashin 

Title: Assistant Corporate Secretary 
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I Accepted this -28thU "-day of====::LJanrunJU!l!aryry,_, ~20:1JlUl_,_ . .gDoeeee<emm'llbJ€eF-r 2!2QiJ.IJl-Q.,Q. 

MPS Canada, Inc. 

By: _________ _ 

Name: Shinichi Ueki 

Title: President 
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Aleksandar Kojic 

From: 
Sent: 
To: 

Cc: 
Subject: 
Attachments: 

Deborah Langelaan 
January 28, 2011 2:14PM 
'Rocco Sebastiane (rsebastiano@osler.com)'; 'Safouh Soufi (safouh@smsenergy
engineering.com)' 
Susan Kennedy; 'Smith, Elliot'; Michael Killeavy; Anshul Mathur 
FW: MPS Letter Agreement Dec. 2010 
6519-Letter Agreement-December. pdf 

Please find attached TCE's Letter Agreement with MPS extending the suspension of the contract to the end of January 
2011. 

Deb 

Deborah Langelaan I Manager, Natural Gas Projects I OPA I 
Suite 1600- 120 Adelaide St. W. I Toronto, ON MSH 1T1 I 
T: 416.969.6052 I F: 416.967.19471 deborah.langelaan@powerauthoritv.on.ca 1 

From: John Mikkelsen [mailto:john mikkelsen@transcanada.com] 
Sent: January 28, 20111:48 PM 
To: Deborah Langelaan 
Cc: Michael Killeavy 
Subject: RE: MPS Letter Agreement Dec. 2010 

Dear Deborah, 

Attached please find a copy" of the December 31, 2010 letter agreement between TransCanada Energy Ltd. and MPS 
Canada, Inc. 
My apologies for the delay. 

Best regards, 

John Mikkelsen, P.Eng. 

Director, Eastern Canada, Power Development 

TransCanada 

Royal Bank Plaza 
200 Bay Street 
24th Floor, South Tower 
Toronto, Ontario M5J 2J1 

Tel: 416.869.2102 

Fax:416.869.2056 

Cell:416.559.1664 
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From: Deborah Langelaan [mailto:Deborah.Langelaan@powerauthoritv.on.ca] 
Sent: Friday, January 28, 2011 8:38AM 
To: John Mikkelsen 
Subject: MPS Letter Agreement Dec. 2010 

Hi John; 

During yesterday's meeting you agreed to provide the OPA with a copy of the Letter Agreement between MPS and TCE 
that extended the suspension until the end of January. Would you please provide me with a copy of the letter at your 
earliest convenience? 

Thanks, 
Deb 

Deborah Langelaan I Manager, Natural Gas Projects I OPA I 
Suite 1600 -120 Adelaide St. W. I Toronto, ON MSH 1Tl I 
T: 416.969.6052 I F: 416.967.19471 deborah.langelaan@powerauthority.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 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 electronic message and any attached documents are intended only for the named addressee(s). This 
communication from TransCanada may contain information that is privileged, confidential or otherwise 
protected from disclosure and it must not be disclosed, copied, forwarded or distributed without authorization. 
If you have received this message in error, please notify the sender immediately and delete the original 
message. Thank you. 
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December 31, 2010 

MPS Canada, Inc. 
Royal Bank Plaza, South Tower 
200 Bay Street, Suite 3220 
Toronto, ON Canada MSJ 2Jl 

Attention: Shinichi Ueki 

Subject: Equipment Supply Contract #6519 dated July 7, 2009 between TransCanada 
Energy Ltd. and MPS Canada, Inc. (the "Contract"), the Letter Agreement dated 
October 29, 2010 (the "Original Letter Agreement") and the Letter Agreement 
dated November 19,2010 (together, the "Previous Letter Agreements"). 

· Dear Mr. Ueki., 

This letter (this '.'Letter Agreement") is intended to set forth certain agreements, understandings 
and commitments between TransCanada Energy Ltd. ("Purchaser") and MPS Canada, Inc. (the 
"Supplier") regarding the Contract and the Previous Letter Agreements. 

Background. Purchaser has been informed by the Ontario Power Authority (the "OPA") that the 
Project will not proceed forward based on the current site location designated in the Contract. 
OPA has requested<Purchaser's continued cooperation to seek a viable alternative site in order to 
avoid,- at this time, paying cancellation fees and costs, including Supplier's Termination Payment. 
In the Previous Letter Agreements, Purchaser suspended Supplier's Work effective October 29, 
2010 until December 31, 2010. As the OP A has indicated interest in an alternate project to be 
sited in or around Cambridge, Ontario and employ two M50 1 GAC Fast Start gas turbines in 
simple cycle mode as a potentially viable alternative project and configuration, the Supplier and 
Purchaser agree to continue to suspend Supplier's Work until January 31, 2011, subject to the 
terms and conditions set out herein. 

1. Commitment. Supplier and Purchaser here]Jy agree to continue to suspend Supplier's 
Work in accordance with Article 14 of the Contract until January 31, 2011. The Parties 
acknowledge that the amount of the termination payment included in the Cancellation Schedule 
in Appendix VI, "Payment and Cancellation Schedule" for the date that corresponds to "Month 
1 7" or January 2011 is "75%." The Parties also acknowledge that Supplier has provided 
budgetary commercial proposal and budgetary technical proposal No. MP-A2335 for such 
alternate project with the new delivery dates, including Electrical Output, Heat Rate, Ramp Rate 
and Start Up Time as set out in Attaclnp.ent 1 (collectively the "Budgetary Proposal"). The 
Parties agree to continue to cooperate with each other and use all reasonable good faith efforts to 
further scope out the alternative project. The Parties shall provide updated information to each· 

I 

l 
l 

l 



CONFIDENTIAL . Letter Agreemen~ 
between TransCandda Energy Ltd .. 

and MPS Canada, inc. 

other regarding the progress on that alternative project and meet as may be required to further 
discuss the ongoing status of such project. 

2. No Termination by Supplier. For greater clarity, Supplier acknowledges that it has agreed 
to the suspension contemplated in the Previous Letter Agreements and continued in this Letter 
Agreement and to extend the Delivery Dates by .more than twelve (12) months. Supplier 
therefore is not ·entitled to the right set out in Article 15.1(d) of the Contract only as such right 
relates to the suspension in the Previous Letter Agreements and this Letter Agreement. 

3. Defined Terms. Capitalized terms used but not defined herein shall have the meaning 
given them in the Contract. . 

· · 4·: ··· · · Other Terms and Conditions:· · Except as ·expressly set forth herein; ·this Letter Agreement · 
shall not by implication or otherwise limit, impair, constitute a waiver of, or otherwise affect the 
rights and remedies of either party to the Contract, nor alter, modify, amend or in any way affect 
any of the terms, conditions, obligations, covenants or agreements contained in the Contract, all 
of which shall continue and remain in full force and effect. 

5. Governing Law. This Letter Agreement shall be, for all purposes, governed by and 
construed in accordance with the Jaws of the Province of Ontario, excluding its rules governing 
conflicts oflaw. · 

6. Entire Agreement. This Letter Agreement represents the entire agreement and 
understanding of the Parties with respect to the amendment and modification of the Contract or 
Previous Letter Agreements on the subject hereof, and supersedes all prior or contemporaneous 
. discussions, understandings and agreements between the Parties with respect thereto. 

7. Amendments in Writing. No change, amendment or modification of this Letter 
Agreement shall be valid or binding upon the Parties unless such change, amendment or 
modification shall be in writing and duJy executed by both Parties. 

8. Counteroarts; Signatures. This Letter Agreement may be executed in any number of 
counterparts, each of which shall be deemed an original, but all of which together shall constitute 
one instrument. Any signature page of any such counterpart, or any electronic facsimile thereof, 
may be attached or appended to any other counterpart to complete a fully executed counterpart of 
this Letter Agreement. Any electronic facsimile transmission of any signature of a Party shall be 
deemed an original and shall bind such Party. 

9. Confidentiality. The J;'arties agree that neither Party shall disclose the contents of this 
Letter Agreement to any third party without the prior written consent of the other Party; provided 
that Purchaser may disclose the contents of this Letter Agreement to the OP A, subject to that 
certain Acknowledgement by Ontario Power Authority and Osler, Hoskin & Harcourt LLP dated 
December 17,2010. 
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If the foregoing a.c.curately refle.cts the understanding and agreements of Supplier and Purchaser 
with respect to the subject matter hereof, please indicate your. assent by having a duly authorized 
representative of Supplier countersign below and return one duplicate onginal of this Letter 
Agreement to Purchaser. 

TransCanada Energy Ltd. 

""~-=-. /, -
Name~tt .. 
Title: Vice President 

' 

LEGAL I \tv 
CONTENT 

······~ 

Title: Assistant Corporate Secretary 

[Remainder of Page left intentionally blank] 

[MPS Acceptance on next Page] 
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Accepted this 31'' day ofDecember, 2010. 

:CM~ ~~----"" 
Name: · Shinicbi Ueki 

Title: President 
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MPS Canada 
Mitsubishi Power Systems group 

MPS Canada, Inc. 200 Bay Street, Suite No.3220. Toronto. Ontario M5J 2J!, Canada 

MPS Canada, Inc. 

Indicative budgetary non-binding proposal 

For 

Project schedule change and specification/scope 
change in the EQUIPMENT SUPPLY 

CONTRACT #6519 BETWEEN TransCanada 
Energy Ltd. AND MPS Canada, Inc FOR GAS 

TURBINE EQUIPMENT 

December, 2010 
I 

I 
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MPS Canada 
Mitsubishi Power Systems group 

MPS Canada, Inc. 200 Bay Street, Suite No.3220, Toronto, Ontario MSJ 2Jl, Canada 

1. Basis of the quotation 

(1) Change in project schedule 

Ori!!blal New (informed bv TCE) 

Unitt 
FOBnortofexoort Julvt, 2011 March 1, 2013 
DDPJobSite N/ A lhad not arnedf June 1, 2013 *reference ouly 
Substantial Com.iietion December 31,2013 December 31, 2014 

o.:J;;inal New (informed bv TeE) 

Unit2 
FOBnort of eiDort Aurust l, 2011 April!, 2013 
DDPJob Site N/A """"ibad not agreed) Julv 1, 2013 *reference only 
Substantial Comnletion December31, 2013 DecWnber31,2014 

• New DDP Job Site date is expected only and shall be changed subject to transportation study which will 
be done once official Change Order is concluded by Parties. 

(2) Cbange in specification/scope 

(a) Site condition is changed as separately infotmed by TCE. 
(b) Plant configuration is changed from "2 on 1 combined cycle" to "2 on 0 simple cycle". 
(c) Gas turbine type is changed from "MSO 1 GAC'' to "MSO lGAC Fast". 
(d) Due to the above changes (a) through (c), the following components are added as a scope of 

supply ofMPS Canada. 

(i) closed cooling water cooler 
(ii) closed cooling water pump 
(iii) closed cooling water piping 
(iv) closed cooling water make-up tank 
(v) closed cooling water instrumentation and valve(s) 
(vi) 100ft stack with applicable expansion joints 

(e) In addition to above new scope of supply, some of existing components require changes in their 
specification due to the above change (a) through (c). 

2. Indicative budgetary non-binding price for this change 

US$ 33,000,000.00 for two (2) Units 

(Note) 
As same as original Contract condition, the above price includes import duty of Canada but does NOT 
include ocean transportation, inland transportation and any necessary insurance in connection with ocean 
and inland transportation. 

3. Terms and conditions 

(1) Payment schedule of original Contract Price shali be amended as shown below. The amended payment 
schedule shall be applied to the above additional US$ 33,000,000 also. 

I 
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MPS Canada 
Mitsubishi Power Systems group 

:MPS Canada, Inc. 200 Bay Street, Suite No.3220, Toronto, Ontario MSJ 211, Canada 

Original Contract Price Price for this Change 
(US$ 144,698,480.00) (US$ 33,000,000.0()) 

Milestone event or calendar dates Payment percentage Payment percentage 

Issuance ofNTP 7.5% 
N/A (milestone payment) Already paid 

10%+7.5% March 15,2011 
10% (calendar date payment) I (7 .5% is catch uP ofNTP payment) 

· September 1, 2011 
16.25% 16.25% (calendar date payment) 

Mach 1,2012 16.25% 16.25% (calendar date payment) 
September 1, 2012 

16.25% 16.25% · · · (calendar date payment)· 
March I, 2013 

16.25% 16.25% (calendar date payment) 
Delivery to the site 12.5% 12.5% (milestone payment) 

Substantial Completion 5% 5% (milestone payment) 

TOTAL 100% 100% 

(2) The following sections of the Contract (#6519) shall need to be modified due to this changes in project 
schedule aad specificationlscope. 

Section Number Section Item 
1 Defntitions 
2.2 Schedule 
2.4· Options 
3.1 Price 
5.1. Equipment Warranty 
6.1 Performance Guarantee 
6.2 General Requirement for Performance Tests 
7.1/7.2 Substantial Completion 
8.6 Final Completion 
9.1 Performance Liquidated Damages/Offsets 
9.2 Liquidated Damages for Delivery and Schedule Delay 
11 Delivery 

(Note) 
This is preliminary only and MPS Canada does not guarantee that above listed sections are only the 
sections which need to be modified. Sections not listed above may need to be modified and new 
sections may need to be added. Appendixes has not been checked. 

(3) The detail of the modification of the terms and conditions as well as additional terms and conditions 
shall be mutoally discussed and agreed at a later stage. 



MPS Canada 
Mitsubishi Power Systems group 

MPS Canada, Inc. 200 Bay Street, Suite No.3220, Toronto, Ontario MSJ 2n, Canada 

(4) Iu reply to question from Terri (TCE) how MPS Canada can modify one of the warranty condition 
which is "(iii) Thirty-six (36) months after the date that such Unit, or any part thereof, is initially 
placed in·stomge under Pnrchaser's direction" in case MPS Canada is planning to complete the 
manufacturing of components much before the schednled shipping dates, this condition can be 
modified by stipnlating that stomge after the scheduled shipping date. This is one example and TCE 
and MPS Canada will work together to finalize this condition. 

(5) Once TCE decide to apply this change, the following agreements shall be discussed by both Parties. 

(a) Letter of Agreement No.7188 for the Technology Risk Support 
(b) Long Term Service AgreementNo.7011 

(6) This quotation· is an estimate, and is for information use only. This is not a binding obligation or 
commitment on the part ofMPS Canada. 

-End of Sheet-

This document and any attachments contain proprietary information and are the sole and exclusive property 
of MPS Canada, Inc., "MPSC". Your receipt ofthis information is an acknowledgement of a confidential 
relationship between you and MPSC. This information is to be used solely by you for the purpose for which it 
is furnished. Neither these documents, nor any information obtained there from is to be reproduced, 
transmitted, disclosed, discussed with any third party, or used otherwise, in whole or in part, without first 
receiving the express written authorization of MPSC. 
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BUDGETARYTEC~CALPROPOSAL 

FOR 

Trans Canada 

FOR 

SOUTHWEST GTA CLEAN ENERGY SUPPLY (CES) 

WITH A 

2 x M501GAC-Fast Gas Turbine & Generator 

MP-A2335 

December 2010 

MITSUBISHI POWER SYSTEMS AMERICAS, INC. 

Highly Confidential and Without Prejudice: This record contains 
information provided to or obtained by the OPA and that is 
designated by the OPA as highly confidential and intended, for the 
purpose of section 17 of the Freedom of Information and 
Protection of Privacy Act, to be a record. that reveals a trad13 
secret or scientific, technical, commercial, financial or labour 
relations infonmation, supplied in confidence implicitly or explicitly, 
the disclosure of which could reasonably be expected to prejudice 
significantly the competitive position or interfere significantly with 
the contractual or other negotiations of a person, group of 
persons, or organization. 
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Executive Summary 

1. EXECUT~SUMMARY 

1.1 Preface 

1.2 

Mitsubishi Power Systems, Inc. (MPS), a wholly owned subsidiary of 
Mitsubishi Heavy Industries in charge of power industry sales and service in 
the Americas is pleased to present this proposal for our model M501 GAC-Fast 
indoor simple cycle power plant for your gas turbine generator units. 

"MPS" in this document means Supplier. 

Scope 

This proposal contains the scope of supply and the technical information for 
the simple cycle power plant equipment. 

1.2.1 Project Information 

1.2.2 

Project Name: TBD 

Project Location: Cambridge Area, Ontario, Canada 

Main Equipment 

Below is a list of the major equipment included in this proposal. 

The Mitsubishi packaged gas turbine generator uuit is a compact and 
self-contained electric power generating plant. It is a pre-designed, completely 
integrated power plant consisting of the following major components: 

• Gas turbine package 

• Generator package 

• SFC type starting device 

• GT Control package 

• Inlet air system 

• Exhaust gas system 

• Cooling system 

• Fuel system 

Due to shipping limitations, all components are shipped to the site separately. 
At the site, only final assembly and connections are needed before the plant can 
generate power. Once the plant is assembled at the site, it is ready for final 

MITSUBISHI POWER SYSTEMS, INC. 
Project No.6865W01 2 x MSO 1 GAC-Fast Project 
Specification No. MP-A2335 1-1 
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Executive Summary 

connections to the Purchaser's electric utility grid. After this is done, the plant 
can be started using the Purchaser's electric power supply, utility supply, and 
fuel supply. 

1.2.3 Environmental Impact 

The plant configuration has a minimal impact on the environment, with its high 
efficiency and minimal emissions generated equipment: a high efficiency gas 
turbine and a dry, low NOx combustion process. In this way, the Mitsubishi 
plant configuration minimizes the environmental impact of generating 
electricity. 

1.3 Proven Record 

1.4 

Since 1963 Mitsubishi bas been a leader in the power industry. Over 5 52 
Mitsubishi gas turbine generators ranging from 6 MW to 334 MW in both 
industrial and utility applications produce more than 53,000 MW of power. 
The large capacity and high efficiency M50 1 G gas turbine evolved from the 
long-term operating experiences Mitsubishi has with the highly reliable 
M501/701 foundation. The first field operation on the G-class machine was 
conducted in 1997. 

The Mitsubishi M501GAC-Fast gas turbine generator unit consists of a 
M501GAC-Fast industrial type heavy duty gas turbine with air cooled 
combustor, a hydrogen cooled synchronous generator, and auxiliary equipment 
as described in this detailed specification. 

Background 

The infotmation included in this proposal has been prepared in accordance 
with Mitsubishi Power Systems (MPS) as well as industry accepted 
engineering standards and is based on experience gained by Mitsubishi Heavy 
Industries, Ltd. (MHI) during the completion of power plants throughout the 
world. Mitsubishi is now serving the American market from Central Florida 
where both its corporate headquarters and service headquarters are based. 

On July 2, 2001, the Power Systems Division ofMitsubishi Heavy Industries 
America (MHIA) became Mitsubishi Power Systems, Inc. (MPS) - a 
full-fledged, dedicated operating company headquartered in Central Florida. 
The new company is chartered to oversee sales and engineering for Mitsubishi 
turbines, SCRs and gas-, steam- and combined-cycle generating projects in 
North America, as well as to provide responsive service and replacement parts 
for our installed fleet throughout the Western Hemisphere. 
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Executive Summary 

Americas Headquarters: Our new Lake Mary, FL headquarters offices are 
home to a growing, multicultural professionals in all facets of sales, 
engineering, ptoject management, customer support and adi:ninistration, with 
total access to the global manufacturing and technology resources of 
Mitsubisbi Heavy Industries. 

Orlando Service & Manufacturing Center: Began operations in late 2001, 
our dedicated OEM service facility offers state-of-the-art repair and 
manufacturing capabilities for critical turbine components, as well as remote 
plant monitoring and engineering response services, 

1.5 Summary 
The reliable simple-cycle system described here is a direct result · of 
Mitsubisbi's international experience and conservative design pbilosophy. 
The high reliability is a result of Mitsubisbi's conservative approach to 
step-by-step technology advancements and optimizing on prudent 
methodologies. These methodologies are utilized to assure each facility is well 
above the requirements set for it. The Gas Turbine (GT) engine has design 
enhancements that are developed and proven prior to inclusion in the plant. 

Mitsubisbi Power Systems looks forward to being your equipment supplier for 
this state-of-the~art simple cycle power plant. 

A majority of the components of the gas turbine including, butnot limited to, 
the rotor disks, casings, and blades; have already been designed and the gas 
turbine will be assembled utilizing such components at the factory in 
accordance with the original equipment manufacturer's practices and 
procedures prior to delivery of the gas turbine to the site. 
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NOTICE OF PROPRIETARY STATUS 

THIS DOCUMENT AND ANY INFORMATION, INCLUDING THE PROCESSES, 
CONTAINED OR REPRESENTED HEREIN ARE THE PROPRIETARY PROPERTY OF 

MITSUBISHI POWER SYSTEMS, INC. EXCEPT AS SPECIFICALLY AUTHORIZED IN 
WRITING BY MITSUBISHI POWER SYSTEMS, INC., THE COPYING, USE, OR 
DISCLOSURE OF THIS DOCUMENT AND/OR INFORMATION AND/OR PROCESSES 
CONTAINED HEREIN IS STRICTLY PROHIBITED. MITSUBISHI POWER SYSTEMS, INC. 

RESERVES ALL RJGHTS; WHETHER AT LAW OR IN EQUITY, WITH REGARD TO THE 
ENFORCEMENT OF THIS NOTICE AND TO RECOVER DAMAGES ARISING OUT OF, IN 
CONNECTION WITH, BASED UPON, OR AS A RESULT OF ANY UNAUTHORIZED 
COPYING, USE OR DISCLOSURE. MITSUBISHI POWER SYSTEMS, INC. ALSO 
DISCLAIMS ALL RESPONSIBIUTY AND/OR LIABILITY ARISING OUT OF, IN 
CONNECTION WITH, BASED UPON OR AS A RESULT OF ANY UNAUTHORIZED 
COPYING, USE OR DISCLOSURE. 
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Performance 

2.0 PERFORMANCE 
Mitsubisl;ri agrees to guarantee tbe· items listed as guaranteed in Table 2.2.1 and 
Table 2.2.2 in Section 2.2, based on tbe conditions listed in Section 2.3. 

2.1 Warranty 

2.2 

2.2.1 

Please refer to tbe commercial proposal. 

Guarantees & Expectation. 

Tbe values which Supplier guarantees are as follows and are based on tbe 
conditions stated in Section 2.3. · 

Performance 

Table 2.2.1 Guaranteed Performance on Natural Gas firing 

Parameter Value Units 

Ambient Temperature 69.44 •p 

Relative Humidity 53.1 % 
Barometric Pressure 14.159 Psia 

(Site Elevation) (1025) (Feet above MSL) 

Guaranteed Net Power Output 242,220 kW 

Guaranteed Net Heat Rate 8,927 Btu/kWh (LHV) 

Note 

The guaranteed performance for Net Power Output and Net Heat Rate as stated here In are valid 

only under the following conditions and those stated in Section 2.3 : 

1. Actual heating values of the fuel used during the tests shall be verlfled by 

laboratory analysis acceptable to both parties. 

2. The guaranteed values are based on the equipment being in a new and clean 

condition. New and clean condition means that the actual operating hours are 

within 200 hours from the initial firing. The deterioration curve IS utilized during the 

acceptance test when the test is delayed beyond 200 hours. In the event of any 

plant trips, load rejections and rapid load changes which are caused due to 

reasons not attributable to Supplier, such event shall be included in the calculation 

of EDH per IBP~OB012 for degradation correction factor even if the fired hours are 

below 200 hours. 

3. The listed perfonnance is based on the gas turbine at base load. 

MITSUBISHI POWER SYSTEMS, INC, 
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2.2.2 Emissions 

The emission guarantees are listed below and are subject to the design ambient 
condition specified in Section 2.3.1, when burning the specified fuel in Section 
2.3.2 in accordance with the fuel quality specification in Section 5. 

Table 2.2.2 Guaranteed Emissions on Natural Gas Firing 

Fuel Natural Gas 

Pollutant 111 ppmvd '21 mg/Nm313> 
NOx 1 )(o) 15 -
co 10 --
PM10 <•> l1l -- 1 

Note (1) - Short-term GT exhaust emission data specified in this table are based on following 
conditions. 

• 3-hour rolling average . 

• Gas turbine load : steady state between 60% and 100% load* 
• Ambient temperature range:-24.3°F to 1 00.9°F. 

• Definition Of the gas turbine load is referred to Section 2.3.4. 

Note (2)- Values given are@ 15% 0,, dry volume conditions. 

Note (3)- Values given are @actual 0 2, dry volume conditions. 

Note (4}- Values given are based on no Fuel Bound Nitrogen in the Natural Gas. 

Note (5}- Fuel gas temperature at FGH ouUet shall be equal to or greater than 392°F. 

Note (6)- PM emissions shall be the sum of non-condensable emissions determined using Method 
201 or201A. 

Note (7) -Values given are front half only not including sulfur mist. 

Note (8) -Values given are as measured at the GT exhaust flange. 
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Performance 

2.2.3 Sound Pressure Level 

The Sound Pressure Level guarantee is listed below and is subject to the design 
ambient condition in Section 2.3.1 when burning the. specified fuel in Section 
2.3.2. 

Table 2.2.3 Guaranteed Sound Pressure Level 

Parameter DBA(Awgt) 

General Near Field Guarantee 1 "
9 85 

Notes 

1- The Reference Sound Data in IB0-10297 and exceptions as noted. 

2- This is based on our supplied equipmentwitliout any background noise contribution, in !lie 

areas normally occupied by sHe personnel. Equipment locations inside enclosures are not 

included in this guarantee. 

3- Sound readings shall only be taken while the plant is operated at steady state, the rated 

capacity with the auxiliary equipment needed for normal operation in service. Intermittent 

operations such as pulse air filter cleaning and etc. are not included. 

4- Enclosure doors and access panels shall remain closed during the demonstration. 

5- The sound level demonstration procedure will be based upon the relevant ANSI 

demonstration procedures [e.g. ISO 1996-1:82 and ISO 1996-2:83]. 

6- The demonstration will be conducted during times of average background noise levels 

and mathematically removing it from the measurement per ISO 3746 (1995 edition). 

7- No external disturbing influences shall be permitted to interfere with the microphone. 

Some of these are: 

Air currents Vibrations Efectric or magnetic fields 

Nearby structures 

Paved or hard surface roads 

8- Additional requirements for the measurement equipment and procedures will be detailed 

at !lie time of the Procedure Development. 

9- Near Field is at Approx. 3ft away from the surface and 5ft above the ground. 
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2.2.4 Start-Up Time 

The Start-Up Time guarantee is listed below and is subject to the desigu 
ambient condition in Section 2.3.1 when burning the specified fuel in Section 
2.3.2. 

Table 2.2.4 Guaranteed Start-Up Time 

Parameter Minute 

Start-Up Time Guarantee 1 
· 

4 16 

Notes 

1 -.The definition of start-up time is from start PB to 60% GT Load. 

2- The time for synchronization is assumed as 1 minute and is not guaranteed. 

3- The time for GT fuel gas purge is considered, provided that new NFPA 85 will be 
issued in January 2011 and the requirement of minimum·s minutes for purging as 
specified in the .current NFPA 85 will not be applicable to simple cycle plant. 

4- The Typical Start-up and Shutdown Curve (180-10292) is attached in section 5. 
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-
2.3 Basis for Guarantees 

2.3.1 Guarantee Basis Conditions 

Table 2.3.1 Ambient and flange conditions 

Parameter Value 

Factor NET Power Output 

NET Heat Rate 

Fuel Natural gas as per Section 2.3.2 

Ambient temperature 69.44°F (dry bulb) 

Relative humidity 53.1% 

Barometric pressure 14.159 psia (1025ft above MSL) 

Frequency 60Hz 

Power factor 0.9 Lagging at generator terminal 

Fuel gas temperature at FGH outlet 392oF 

Min. fuel gas pressure 600 psig at Fuel Gas Unit inlet 

Test Condition New& Clean 

Tolerance 0.5 % (power output) 

1.0 % (heat rate) 

Generator Hydrogen-cooled, static axcner 

Generator hydrogen purity 99% 

Steam Injection N/A 

Evaporative Cooler OFF 

Anti Icing Operation OFF 

*Performance offset credit should be determmed by change order signing. 
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2.3.2 Basis Fuel Properties 

Table 2.3.2 Natural Gas Conditions 

Parameter Units Guarantee Site Operational range 

Basis Value Min Value Max Value 

Methane %Vol 96.05 TBD TBD 

Ethane %Vol 1.59 TBD TBD 

Propane %Vol 0.14 TBD TBD 

~butane %Vol 0.03 TBD TBD 

N-butane %Vol 0.02 TBD TBD 

!-pentane %Vol 0.02 TBD TBD 

N-pentane %Vol 0.02 TBD TBD 

N-hexanes %Vol 0.00 TBD TBD 

N2 %Vol 1.57 TBD TBD 

C02 %Vol 0.56 TBD TBD 

Fuel gas pressure at GT Psig 600 600 642 
Enclosure 

Lower Heating Value Btullb 20,581 TBD TBD 

Sulfur Contents, Max mg/Nm3 7.48 TBD TBD 

Notes 

1 - GT performance and emissions guarantees are based on the above fuel properties 

and compliance with the fuel specification "E00-05139 (R-1)" in Section 5. In the case l 
that any of t~e above fuel-properties are changed, performance and emissions 

guarantees will be corrected. 

2- No Fuel Bound Nitrogen (FBN) is considered in the fuel. If FBN is present in the fuel 

the emissions will be compensated per CFR 40. 
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2.3.4 

2.4 

Emissions Performance Basis 

GT Exhaust Flange Air Emission Range 

The Applicable Gas Turbine operation range for the GT exhaust :flange air 
emission guarantee is specified as follows. 

Figure 23.4 Emission Operation Range 

-24.3 

V 7 71 : Guarantee Range 

CT !OO%Load without Load Limitation 
CT 100% Load Eva. Cooler OFF 

CT 100% Load with Load Limitation 
CT 100% Load Eva. Cooler ON 

-3.2 

CT 60% Load based on "CT l 00% Load without 
Load Limitation " 

Ambient Air Temperature ("F) 100.9 

Expected GT Performance 
The expected performance data sheet is attached in the following; 
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2.3.3 Auxiliary Power Consumption 

Table 2.3.3 Supplier's Equipment Auxiliary Power Consumers 

0 : In Service 

Major Item Description Natural Gas Firing 

GT Main Lubricating Oil Pump 0 

Vapor Extractor 0 

GT Package Vent Fan 0 

Main Control Oil Pump 0 
· GT CO:i Fire Fighting· System 0 

HVAC in Local Control Package 0 
Control Power 0 

GT Fuel Gas Unit Vent Fan 0 

TCA Cooler Fan 0 

GT Cooling Water Pump 0 

GT Cooling Water Cooler Fan 0 

GTGEN Seal Oil Pump 0 
Vapor Extractor 0 

Excitation Cubicle 0 

AVRCubicle 0 
GEN Control Panel 0 
Protection Relay Cubicle 0 
H2 Gas and Seal Oil Control Panel 0 

PT/SA Cubicle N.A. 

GEN Vacuum Pump 0 

H2 Gas Pressure I Purity Monitoring Unit 0 
Total (kW) BOO 

* -To accom1t for the mmor loads dunng the performance testlng therr design 
values will be used, with the values to be mutually agreed upon with the 
Purchaser. 
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Design Conditions 

NOTICE OF PROPRIETARY STATUS 

THIS DOCUMENT AND ANY INFORMATION, INCLUDING THE PROCESSES, CONTAINED 
OR REPRESENTED HEREIN ARE THE PROPRIETARY PROPERTY OF MITSUBISHI POWER 
SYSTEMS, INC. EXCEPT AS SPECIFICALLY AUTHORIZED IN WRITING BY MITSUBISHI 
POWER SYSTEMS, INC., THE COPYING, USE, OR DISCLOSURE OF THIS DOCUMENT 
AND/OR INFORMATION AND/OR PROCESSES CONTAINED HEREIN IS STRICTLY 
PROHIBITED. MITSUBISHI POWER SYSTEMS, INC. RESERVES ALL RIGHTS, WHETHER 
AT LAW OR IN EQUITY, WITH REGARD. TO THE ENFORCEMENT OF THIS NOTICE AND TO 
RECOVER DAMAGES ARISING OUT OF, IN CONNECTION WITH, BASED UPON, OR AS A 
RESULT OF ANY UNAUTHORIZED COPYING, USE OR DISCLOSURE. MITSUBISHI 
POWER SYSTEMS, INC. ALSO DISCLAIMS ALL RESPONSIBILITY AND/OR LIABILITY 
ARISING OUT OF, IN CONNECTION WITH, BASED UPON OR AS A RESULT OF ANY 
UNAUTHORIZED COPYING, USE OR DISCLOSURE. 
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Design Conditions 

3. DESIGN CONDITIONS 
The equipment and systems included in this proposal are designed based on 
the design conditions described herein and MPS' s standard design practice. 

Jn the event the design conditions and assumptions as stated in this section are 
changed in a substantive manner, MPS reserves the right to modify the design, 
gnarantees, and/or pricing accordingly. 

Site Design Conditions 3.1 
3.1.1 Atmospheric Data and site design conditions 

Table 3.1.1-A Atmospheric Data 

Parameter Value Units 

Barometer 14.159 psia · 

Ambient Air Design Temperature 69.44 °F (Dry bulb) 

Am bien! Air Temperature Range .Min. -24.3/ Max. °F (Dry bulb)/ °F (Dry 

100.9 bulb) 

Relative Humidity 53.1 % 
Relative Humidity Range Min. 10/ Max. 90 % 

Location Indoor -

Seismic Performance Category 
Gas Turbine, GTG Auxiliaries, Generator and .Generator Auxiliaries shall be designed 
per Section 4.1.8 of the OBC 2006; where more severe, the National Building Code 
2005 shall also be considered. The peak ground acceleration (PGA) and 5% damped 
spectral response acceleration values shall be based on a 2% probability of 
exceedance in 50 years per the User's Guide - NBC 2005, structural Commentaries. 
The following table summarizes site-specific seismic hazard data for use with OBC 
design guidelines: 
National Building Code interpolated seismic hazard values 
2%/50 years {0.000404 per annum) probability: 
~ Sa(O.S) Sall.Ol Sal2.0) PGA 
0349 0.171 0.062 0.021 0.258 X g 

Wind Loading for outdoor equipment 
Exposed portions of each Gas Turbine, GTG Auxiliary, Generator and Generator 
Auxiliary shall be designed per Section 4.1. 7 of the OBC 2006; where more severe, the 
National Building Code 2005 shall also be considered. The reference velocity pressure 
shall be based on mean hourly wind speed and determined based on the probability of 
being exceeded in any one year of 1-in-50 per the User' s Guide - NBC 2005, 
Structural Commentaries. 
For exposed components within Supplier's scope of supply shall be designed for a 
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Design Conditions 

reference wind velocity pressure (q) of 0.50 kPa shall be utilized. Any special 
construction may require more detailed analysis per OBC Section 4.1.7.2. 

Snowfall/Frost for outdoor equipment 
Snow/Rain: Specified load due to snow or rain on Supplier's equipment shall be per 
Section 4.1.6 of the OBC 2006, with 1-in-50 year ground snow and rain loads derived 
from the User' s Guide - NBC 2005, Structural Commentaries. For the Oakville site 
and closeness to Lake Ontario, a ground snow load (S,) of 2.1 kPa and associated rain 
load (S,) of 0.4 kPa shall be utilized. 
Frost: 1.2 m depth below existing grade for exposed foundations (primarily associated 
with intake filter house loads only). 

3.1.2 Electricity Conditions 

The maximum generator output corresponds to the maximum output of the 
gas turbine, which is at an ambient temperature of approximately -3.2° F. 
When the ambient temperature is lower, the generator output will remain 
constant due to the gas turbine low temperature characteristic. 

Gas Turbine Generator will be in compliance with IESO's Market Rules for 
the Ontario Electricity Market, Chapter 4 : Grid Connection Requirements. 

Table 3.1.2-A Electrical Conditions 

Design 

Generator line AC-21kV 60 Hz3Phase 

Auxiliary power Sources 
a. Auxiliaries AC-21 kV 60 Hz3Phase 

AC-4,160V 60 Hz3Phase 

AC-600V 60 Hz3Phase 

AC-120 V 60 Hz single phase(vital & non 

Vital) 
. DC-125V 

b. Control and Instruments AC-120 V 60 Hz single phase(vital & non 

Vital) 

DC-125V 
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3.1.3 Fuel Gas 

The plant is designed to bum Natural Gas per the Mitsubishi Fuel Gas 
Specification E00-05139 (R-1) in Section 5, and as specified in Section 2.3.2. 
The Fuel gas delivery system should be designed for the following pressure 
regulation scenario. 
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Design Conditions 
). 

Figure 3.1.3-A lllustration of the reconnnended design of the fuel delivety system 

MPS recommends Purchaser to provide the fuel gas at 660+42/-0 psig at the inlet of fuel gas flow meter. 

Note: This is a standard illustration of the system. The actual values may change during project execution. 
~-----~ 

660+42/0 psig 

No:MBP01101A 

MPS assumes that the total pressure drop of the piping which Purchaser 

supplies (=P1+P2+P3+P4) is equal to or less than 17psi. Purchaser to keep 
MPS informed about the actual value based on final routing. 

600 psig (minimum) 

No:MBP02113 

F~t qi~M~ 
8B(200A) I ~ '""G""'-

GT Package 
MPS equipment 

Fuel gas inlet 
flowmeter skid 

= 600 psig 

= 43psi 
control valve 

Purchaser piping = 17 psi 

Total = 660 psig 
(minimum) 

Loose supply equipment supplied by MPS. The total 
pressure drop of this equipment shall not exceed 43 psi. 
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Design Conditions 

3.1.4 

3.1.5 

Painting 

The plant is prepared and painted in accordance with MPS's standardized 
painting specification. 

Pipe Material 

The unit piping will be made of the following material: 

Table 3.1.5-A Pipe Material 

Component Description 

Lube oil line 

-Supply line {upstream of supplyfifier) Carbon steel pipe ASTM A 1 06Gr.B or equiv. 

-Supply line {downstream of supply filter) Stainless steel pipe ASTM A312 Gr.TP304 or equiv. 

-Return line Lube Oil Line Carbon steel pipe ASTM A106Gr.B or equiv. 
{Upstream of supply filter) 

Compressor bleed line Carbon and low alloy steel pipe, ASTM A106Gr.B or 

equiv. 

Turbine cooling air piping ASTM A515Gr.60 

Fuel gas line 

- Up to untt fuel gas strainer Carbon steel pipe ASTM A106Gr.B orequiv. 
- Downstream of unit fuel gas strainer Stainless steel pipe ASTM A312Gr.TP304 or equiv. 
Control oil line Stainless steel pipe ASTM A312Gr.TP304 or equiv. 

Instrument air line Stainless steel pipe ASTM A312Gr.TP304. or equiv 
Fire protection system line (C02 line) Carbon steel pipe ASTM A106Gr.B or equiv. 

Water washing line Stainless steel pipe ASTM A312Gr.TP304 or equiv. 

Vent and drain line for all line Carbon steel pipe ASTM A1 06Gr.B or equiv. 

3.1.6 Motor 

Rating and specification of the motor for turbine and generator auxiliaries are as 
follows. 
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Type of AC motor 

Type of AC motor rotor 

Rated Voltage 
- AC motor (MV) 
- AC motor (LV) 
-DC motor 

Insulation class 
Some 

Enclosure Protection 

Method of starting ; 

-ACmotor 

-DC motor 

Starting current of Motor ; 

-MY motor 

-LV motor 

Running duty 

Service factor 

Induction 

Cage 

Notin the scope 
575V, 60Hz 
l25V 

Class F (temperature rise B) Note: 

small motors may be of Class E 

Generally TE or TEFC 

DOL (Direct on. Line) 

Resistor 

Not Applicable 

According to manufacture's standard 

Continuous 

1.0 

Note 1: Alternating qurrent Motors will generally comply to high 
efficiency requirements of CSA C390 standard. Refer to Note 2 
for exceptions. 

Note 2: Explosion proof motors, motors specially designed for the driving 
machine, motors supplied with machines and DC motors will be 
according to manufactorers' ·standard 

Note 3: Some minor motors may have different specifications from above, 
and it will be indicated on detailed specifications submitted during 
design stage after contract award. 

Note 4: Motors purchased from other countries will comply with the 
originating country standard. 
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3.1.7 

3.1.8 

Utility 

Our utility list is submitted later .. 

Sound Data 

Our preliminary sound generation data is provided in Section 5. 

3.2 Gas Turbine & Auxiliary Standards 

MPS has develOped its design and manufacturing standards and procedures by 
incorporating many years of operation and design experience. The following 
table lists the major groups of US, ISO and Japanese codes and standards that 
are generally applicable. Good engineering practice calls for these codes to 
be generally followed in the design and manufacture of the equipment to the 
extent they are applicable to an electric utility generating station. 

It is the Owner's responsibility to verify and communicate to the Supplier 
requirements for additional or different codes and standards. If the Owner 
desires additional or different codes and standards to be applied to and or 
incorporated in the equipment, such changes will be subject to negotiation. 

Table 3.2-A Codes & Standards 

No. Description 

1 International Electrotechnical Commission (IEC) 

2 The Institute of Electrical and Electronics Engineers (IEEE) 

3 American National Standards Institute (ANSI) 

4 Japan Industrial Standards (JIS) 

5 Standard of The Japanese Electrotechnical Committee (JEC) 

6 Japan Electrotechnical Manufacturer's Association (JEM) 

7 National Fire Protection Association/National Electric Code (NFPAINEC) 

8 American Society of Mechanical Engineers (ASME) 

9 Manufacturer's Standards 

The codes and standards applicable to individual pieces of equipment will be available 

in detailed specification drawings, which will be issued at a later stage. 
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Design Conditions 

3.3 
3.3.1 

3.3.2 

Language and Measurement 
Language 

Thoughout the Contract, all letters, instructions, leaflets, descriptions, 
invoices, certificates and documents of any kind are in English. 

Units ofMeasuremeut 

In all correspondence, on all drawings, specifications, or imy document, the 
US standard system is employed. All instrument dial face and scale is 
calibrated to give direct readings in US standard units. 

NOTE: Upon request of the Purchaser, the SI unit system can be uiilized. 

3.4 Factory Tests 
3.4.1 Gas Turbine 

3.4.2 

Factory tests are pei:formed according to the following schedule: 

1) The interlock test of the gas turbine control system. 

2) The gas turbine rotor assemblies are mechanically balanced. 

3) The gas turbine assembly is not fired or load tested due to the 
reliability of the production facility. 

Generator 

Factory tests are performed according to the following schedule: 

1) Electrical measurement and test for generator 

a) Measurement of coil resistance 

b) Measurement of insulation resistance 

c) Dielectric test 

2) Mechanical inspection and test for generator 

a) Outline and layout check 

b) Measurement of rotor vibration 

c) Overspeed test of rotor 

MITSUBISID POWER SYSTEMS, INC 
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Design Conditions 

3.5 IESO test 

Supplier shall assist Purchaser with conducting all IESO demonstration tests 
as per lESO market rules. 

3.6 Canadian/Local regulations 
Supplier shall comply with Canadian/Local regulations which are required by 
law as of the Effective Date. If such regulations are changed after the 
Effective Date, price/schedule adjustment, if required, shall be applied. 

MITSUBISHI POWER SYSTEMS, INC 
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NOTICE OF PROPRIETARY STATUS. 

THIS DOCUMENT AND ANY INFORMATION, INCLUDING THE PROCESSES, CONTAINED OR 
REPRESENTED HEREIN ARE THE PROPRIETARY PROPERTY OF MITSUBISHI POWER 
SYSTEMS, INC. EXCEPT AS SPECIFICALLY AUTHORIZED IN WRITING BY MITSUBISHI 
POWER SYSTEMS, INC., THE COPYING, USE, OR DISCLOSURE OF THIS DOCUMENT 
AND/OR INFORMATION AND/OR PROCESSES CONTAINED HEREIN IS STRICTLY 
PROHIBITED. MITSUBISHI POWER SYSTEMS, INC. RESERVES ALL RIGHTS, WHETHER AT 
LAW OR IN EQUITY, WITH REGARD TO THE ENFORCEMENT OF THIS NOTICE AND TO 
RECOVER DAMAGES ARISING OUT OF, IN CONNECTION WITH, BASED UPON, OR AS A 
RESULT Of. ANY UNAUTHORIZED COPYING, USE OR DISCLOSURE. MITSUBISHI POWER 
SYSTEMS, INC. ALSO DISCLAIMS ALL RESPONSIBILITY AND/OR LIABILITY ARISING OUT OF, 
IN CONNECTION WITH, BASED UPON OR AS A RESULT OF ANY UNAUTHORIZED COPYING, 
USE OR DISCLOSURE. 
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Bill of Material-M501GAC-Fast Gas ·Turbine & Generator 

4. BILL OF MATERIAL 
This Mitsubishi proposal includes the design, manufacture, supply, testing, 
packing, insurance, shipment, site testing, and warranty· of the model 
M501GAC-Fast package Gas turbine generator units. These units are 
coordinated as part of2 x simple cycle plants. 

The Gas turbine and mechanical auxiliaries are made up of the major 
equipment listed below. 

This is the standard/expected plant equipment/design. MPS reserves the right 
to modifY and change the equipment as needed to optimize the plant for the 
intended sita, service and operational conditions as they develop in the 
detailed design, provided that such changes do not redlice the redundancy 
without Purchaser's prior consent. If significant deviations are required the 
customer will be notified. 

4.1 Gas Turbine and Mechanical Equipment 
For the Simple Cycle power generation system the following equipment and 
systems are typically provided in the package. These ratings, material and 
data are preliminary for tender purpose only and are subject to change during 
the detailed design. 

4.1.1 Gas Turbine 

No. Item Quantity Comment 

1 13as Turbine One(1)x2 M501 GAC-Fast 

~ pombustor roixteen (16) X 2 DLN, equipped to bum 

Natural Gas 

b Igniter 'rwo (2)x2 Electrical spark Type 

~ nlet Guide Vane Actuator !:>_ne (1) x 2 Hydraulic Type 

~ No! Used 

~ GT Turning Gear bne (1)x2 

17 GT Turning Motor (AC) One.(1) x 2 15HP (11kW) 

1800rpm, AC 460V 

~ GT Rotor Grounding Device One (1)x2 

9 GT Base Plate One (1)x2 

10 Gas Turbine Enclosure One (1) x2 Steel Structure 

11 Explosion-proof Ventilating Fan Three (3) x2 GT Enclosure 

(1 for standby) 

12 Explosion-proof Ventilating Fan Motor Three (3) x2 ~OHP (22kW) 

(1 for standby) 900rpm, AC 460V 

13 GT Bolt Heater One (1) setx 2 
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T Bott Heater Distribution Board 

T Turning Gear Motor Jog Switch 

4.1.2 Inlet Air System 

/No. tem Quantity Comment 

1 ~ Inlet Air Filler pne(1)x2 Pulse Air Self-Cleaning Type 

12 m Inlet Air Silencer bne(1)x2 ~plitter Type 
p !Evaporative Cooler Pne(1)x2 ~ecircula~on Type 

Using demineralized water 
[4 IGT Inlet Air Duct One(1)x2 Carbon Steel 

5 lo\nti-lcing System for GT Inlet Air bne (1)x2 k::ompressor Air Extraction 

16 Expansion Joint for GT Inlet Air Duct 6ne(1Jxz 

4.1.3 Air and Flue Gas System 

No. Item Quantity Comment 

1 h="urbine Cooling Air Cooler pne (1}x2 Radiator Type 

lwith Fuel Gas Heater 

~ [cooling Air Rtter pne (1}x2 Inertia Type 

1.66m3 

t3 Bearing Seal Air Filter bne(1}x2 Inertia Type 

!Bearing Seal Air Drain Separator Pne (1}x2 

5 [compressor High Pressure Bleed Valve lone (1) x 2 Pneumatic Valve 

(On- Of! Valve} 

~ ICompressor High Pressure Bleed pne(1)x2 Pneumatic Valve 

Drain Valve (On- Off Valve) 

!compressor Middle Pressure Bleed lone (1) x 2 Pneumatic Valve . 

Walve(with Chamber Tank) (On- Off Valve} · 

8 !compressor Middle Pressure Bleed pne(1}x2 Pneumatic Valve 

Drain Valve .On - Off Valve) . 

~ JCompressor Low Pressure Bleed Valve pne(1)x2 Pneumatic Valve 
(with Chamber Tank) (On- Off Valve) 

10 [compressor Low Pressure Bleed lone (1) x 2 Pneumatic Valve 

Drain Valve (On- Off Valve) 
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4.1.4 GT Lubrication System · 

).lo. tern Quantity Comment 

1 GT Lube Oil Reservoir with strainer One(1)x2 6m3 

f GT Main Lube Oil Pump (A),(B) wo (2)x2 Centrifugal Type 

1 for standby) 13gal/min 

p GT Main lube Oil Pump Motor (A),(B) Two (2)x2 100HP (75kW) 

1 for standby) 3600rpm, AC460V 

GT Emergency lube Oil Pump pne (1) x 2 pentrifugal Type 

l';81 gal/min 

5 GT Emergency Lube Oil Pump Motor pne (1)x 2 ~OHP(22kW) 
1.800rpm, DC 125V 

6 GT lube Oil Cooler lone (1) x 2 ~ter cooled Plate Type 

GT Lube Oii Heater rwo (2)x 2 15HP (11kW) 

1\C460V 

GT Lube Oil Vapor Extractor IT-wo(2)x2 Centrifugal Type 

1 for standby) 

~ GT Lube Oil Vapor Extractor Motor r-wo (2)x 2 15HP (11.2kW) 

1 for standby) 3600rpm, AC460V 

10 GT Lube Oil Mist Separator bne(1)x2 Coalescent Type 

11 GT Lube Oil Filter pne(1)x2 10p 

Duplex Type 

12 GT 0 .S. T. Oil Filler pne(1)x2 

3 GT Lube Oil Accumulator Three (3) x2 183 LX 3 

Bladder Type 

14 pT Lube Oil Temperature Control Valve One(1)x2 Pneumatic Type 

3~wayValve 

15 GT Lube Oil Pressure Regulating Valve One(1)x2 

GT Control Oil System 

No. Item Quantity Comment 

1 GT Control Oil Reservoir 0Ae(1)x2 1000L 

2 GT Control Oil Pump (A),(B) wo (2) x2 f'lxial Piston Type 

1 for standby) 

3 GT Control Oil Pump Motor (A),(B) Two(2)x2 ~OHP (45kW) 

1 for standby) 1200rpm, AC 460V 

4 GT Contml Oil Supply Filter (A),(B) wo(2)x2 3p 

1 for standby) 
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No. Item Quantity Comment 

5 tn Control Oil Return Filter (A),( B) Two (2)x2 p~ 
(1 for standby) 

6 pT Control Oil Cooler One(1)x2 Water Cooled Shell & Tube with 

lnainless steel tube 
7 pT Control Oil Heater One(1)x2 p.4HP (4kW) 

1<\c 460V 

8 pT Control Oil Accumulator Three (3) x 2 Piston Type 

(A),(B),(C) 10Lx3 

9 !:;T Control Oil Cleaning Unit bne (1) set x 2 

4.1.6 GT Fuel Gas System 

No. ~em Quantity Comment 

1 Fuel Gas Heater Outlet Strainer Skid pne(1)x2 t2oomesh(100 um) 

~Type 
2 Fuel Gas Flow Meter Skid bne(1)x2 lrurbine Type 

3 PT Fuel Gas Unit pne(1)x2 

~lesion-proof Ventilating Fan lrwo (2) x2 foT Fuel Gas Unit 
1 for standby) 

5 ~plosion-proofVentilating Fan Motor lrwo (2)x2 ~HP (2.2kW) 

1 for standby) 1800rpm, AC 460V 

6 ~uel Gas Supply Pressu·re Control pne(1)x2 '"'ydraulic Type 
f,/alve _LA) 

7 Fuel Gas Supply Pressure Control pne(1)x2 '"'ydreulic Type 
t-falve (B) 

8 Fuel Gas Main (A) Flow Control Valve bne(1)x2 !-Jydraulic Type 

9 ~uel Gas Main (B) Flow Control Valve bne (1)x2 l;ydraulic Type 

10 Fuel Gas Pilot Flow Control Valve bne(1)x2 Hydraulic Type 

1 Fuel Gas Top Hat Flow Control Valve bne{1)x2 1-fydraulic Type 

12 ~uel Gas Shut Off Valve bne(1)x2 !;ydraulic Type 

13 Fuel Gas Vent Valve bne(1)x2 !-Jydraulic Type 

14 ~uel Gas Temp. Control Valve bne (1)x2 Pneumatic Type 

15 uel Gas Emergency Shut Off Valve bne(1)x2 [Pneumatic Type 

16 \Fuel Gas Emergency Vent Valve bne(1)x2 Pneumatic Type 
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4.1.7 Fuel Gas Nozzle Purge Air System 

No. Item Quantity Comment 

1 Purge Air Unit One (1)x2 

12 GT Purge Air Shut Off Valve One(1)x2 Pneumatic Type 

13 GT Purge Air Vent Valve One(1)x2 Pneumatic Type 

~ Pilot Nozzle Purge Air Supply Valve One(1)x2 Pneumatic Type 

~ Main (A) Nozzle Purge Air Supply Valve One(1)x2 Pneumatic Type 

~ Main (B) Nozzle Purge Air Supply Valve One(1)x2 Pneumatic Type 

17 Tophat Nozzle Purge Air Supply Valve One(1)x2 Pneumatic Type 

4.1.8 Exhaust System 

No. tern ~uantlty Comment 

1 GT Exhaust Duct (External Insulation) pne(1)x2 \Stainless Steel. EB01 

~ GT Exhaust Duct (Internal Insulation) One(1)x2 Carbon Steel, EB02 

~ GT Exhaust Stack One(1)x2 100ft 

Exhaust stack silencer One(1)x2 

~ Expansion Joint for GT Exhaust Duct One(1)x2 Between EB01 and EB02 

6 Expansion Joint for GT Exhaust Duct One (1) x2 Between EB02 and Stack 

4.1.9 Fire Fighting System 

No. Item Quantity Comment 

1 r.oz Tank One(1)x2 ow pressure type 

2 !Q02 Local Control Panel One (1) x2 

4.1.10 Compressor Blade Water washing System 

No. Item Quantity Comment 

1 ~om pressor Blade Washing Nozzle & Total One (1) sets ~anual Wet Type 

piping b.ommon for 2 GTs 

2 k::ompressor Blade Washing Water Tank frotal One (1) sets Low pressure Tank Type 

3 ~om pressor Blade Washing Pump Total One (1) sets ~9.6gal/min (150Umin) 

4 pompressor Blade Washing Pump frotal One (1) sets ~OHP(15kW) 
~otor l3soorpm, AC 4BOV 
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4.1.11 Casing Cooling Air System 

No. ~em Quantity Comment 

1 IGT Casing Cooling Fan One(1)x2 Centrifugal type 

2 k;;T Casing Cooling Air Shut Off Valve lone (1) x 2 Pneumatic Type 

:3 IGT Casing Cooling Air Supply Valve lone (1) x 2 Pneumatic Type 

4.1.12 Maintenance Support Equipment 

No. tern !Quantity /comment 

1 Special tool lrotal One (1) set !Common for 2 GTs 

4.1.13 GT cooling water system 

No. tern Quantity ~omment 
GT cooling water radiator cooler One·(1) x 2 

GT cooling water pump Two(2) x2 

Make up tank One (1) x2 

4.2 Generators and Auxiliaries 

For the Simple Cycle power generation system the following equipment and 
systems are typically provided in the package. These ratings, material and 
data are preliminary for tender purpose only and are subject to change during 
the detailed design. 

4.2.1 Gas Turbine Generator and Auxiliaries 

No. Item Quantity Comment 

1 GT Generator One (1)x2 Hydrogen Cooled Turbine 

Generator 

2 k3TG Vapor Extractor One(1)x2 Fan & Motor 

3 GTG Gas Dryer lone(1)x2 ~eactivating Type 

pTG Gas Pressure/Purity Monitoring One (1) x 2 Panel Type 

Unit 

5 IGTG Seal Oil Supply Unit One (1) x 2 ~acuum Treating Type 

k;TG H2 Supply Unit bne(1)x2 Stainless Steel Piping 

GTG Waffir Detector h"wo (2)x 2 ~eed Switch Type 

8 GTG Loop Seal Oil Tank One(1)x2 Carbon Steel 

9 k;TG Seal Oil Control Panel bne(1)x2 
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No: tern Quantity Comment 

10 GTG NGR Cubicle bne(1)x2 G_rounding Resistor Type 

11 GTG AVR Cubicle One(1)x2 

12 GTG Excitation Cubicle One (1) x 2 

13 GTG Excitation Transformer Qne (1)x2 S¢, 60Hz 

14 GTG Protection Relay Panel One (1) x2 

15 GTG Control Panel p_ne(1)x2 

16 (GT Start Up Device) frwo(2) per 2GTs MW 

Converter Cubicle for SFC 

17 inverter Cubicle for SFC frwo(2) per 2GTs 

8 SFC Start Up Swttch Board One(1) per 2GTs 

19 Control panel for SFc· Start Up SwHch One(1) per 2GTs 

!circuit 

20 k;ontrol Cubicle for SFC frwo(2) per 2GTs 

21 DC Reactor for SFC irwo(2) per 2GTs 

22 frransfomner for SFC Two(2) per 2GTs 

23 H2 Regulating Valve Unit One(1)x2 

?4 ~02 Supply Unit One (1) x 2 

4.3 Electrical and I&C Systems 
For the Simple Cycle power generation system the followmg equipment and 
systems are typically provided in the package. These ratings, material and 
data are preliminary for tender purpose only and are subject to change during 
the detailed design. 

4.3.1 GT Electrical & Control System 

No. tern Quantity Comment 

1 13T Control Package -A One (1) set x 2 

~ GT Control Package- 8 One (1)setx2 

GT Control System One(1)setx2 

4_ GT Supervisory Instrument Panel One (1)setx2 

.5 GT interlock Panel One (1) setx 2 

GT Local Operator Station One (1) set x 2 

GT 600V AC MCC One(1)setx2 

GT 600V AC Essential MCC One (1) set x 2 

GT 600/208V-120V AC Distribution One (1) setx 2 

Transformer 
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No. tem Quantity Comment 

10 GT 600/208V-120V AC Essential One (1) set x 2 

Distribution Transformer 

11 GT 208-120V AC Distribution Panel lOne (1) setx 2 

12 GT 208-12DV AC Essential Distribution One (1) set x 2 

Panel 

13 GT 125V DC Battery One (1) set x 2 

14 GT 125V DC Battery Charger bne (1) set x 2 

5 GT 125V DC Starter Panel One (1) set x 2 

16 GT 125V DC Distribution Panel One (1) set x 2 

17 l:n 125V DC Battery Fuse Box bne.(1) setx 2 

18 Operator Station (GT-OPS) bne (1) setx 2 Remote stations for GT in CCR 

19 ~mbusti6n Prl3l'sure Fluctuation One (1) setx 2 fr ~ be installed in CCR 

i'lnalyzer svstem ICPFA\ monitor 

f.zo ~ccessory Staticm (ACS) One (1) set x 1 Data loQger for GT in CCR 
1?1 Data Management PC (DMPC) bne (1) set x 1 fr~ be installed in CCR 

\22 PPC Server (DA2.0) One (1) setx 1 Gateway for interface with DCS in 

leeR 
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5. ADDITIONAL ENGINEERING INFORMATION 

5.1 Fuel Gas Specification 
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_Eo_o_o_s1_3~9-~R_1_.d ___________________________________ ~--------~--

GAS FUEL SPECIFICATION 
(for DLN Combustor Application) 

I E00-05139 Rll 

Historically, high BTU natural gas has been the primary gaseous fuel burned in gas turbines. 

Its clean burning characteristic, coupled with ready availability, made it an ideal fuel for such 

service. 

MITSUBISID DLN Combustor is designed to suit Natural Gas firing with low NOx emission 

without water/steam injection. Many kind of natural gas with widely varying chemical content 

have been successfully used in gas turbines. 

However, certain restrictions should be mentioned so that the best application can be made 

for the user. The most important restrictions are as.follows: 

Component 

In order to maintain a stable combustion, components in natural gas is preferable 

restricted as follows. 

A. Methane 

Methane content in the natural gas with subtraction of inert gases is within the range 

from 80 to 98 mol. %preferably. 

However, once a gas is defined for a specific application and combustor is tuned, the 

variations of Methane content in the natural gas with subtraction of inert gases 

should not exceed +1- 9%. 

Methane content effects the location of the combustion flame and the characteristics of 

combustion may be changed. So it is necessary to adjust the combustion tuning. 

without the range· from 80% to 98 mol% with subtraction of inert gases. 

B. Inert gases 

Inert gas including Nitrogen and Carbon dioxide content in the natural gas is not 

more than 4 mol.% preferably. 

Combustion fluctuation tends to occur during the combustion of high content of inert 

gas. So the combustion ratio of the diffusion tY}>e may be increased and tuned in order 

to combust stably. As the results, NOx emission may be increased. 

Beyond the limits specified above, consult Mitsubishi Heavy Industries,LTD. 

-1-
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Heat Content 

In order to determine system handling capability, heating value and specific gravity are the 

characteristics of natural gases which must be considered. 

They are combined in a convenient term called "GAS INDEX (i.e. GI equivalent to Wobbe 

Index)". 

GI is defined by the ratio of the LHV of the fuel to the square root of specific gravity. 

where 

and 

GASINDEX(GI) = LHVvol 
.Js.G. 

LHVvol =Actual lower heating value in Btu/Scf (kJ/Nm3) 

Density of Gas (Standard Conditions) 
S.G.= ( ) 

Density of Air Standard Conditions 

As an example for standard gas LHVvol = 900 Btu/Scf(35,500 kJINm•), S.G. = 0.6 and GI = 
1161.9(45,830). 

Most common gases having a GI of 1,200(4 7,300) +/· 15% from a design point can be 

handled with standard fuel gas equipm.ent. However, once a gas is defined for a specific 

application, the variations from a control point of view should not exceed +/- 5%. 

GI change rate shall not exceed 5% per minutes. 

Beyond the liinits specified above, the fuel supply system must be reviewed. 

Pressure 

Depending upon unit frame size, minimum ambient temperature, elevation and applied 

fuels, the approximately required pressure level is 400 to 660 psigC2.8 to 4.6MPa(g)) at the 

inlet of GT package. For specific pressure requirements, consult Mitsubishi. 

Once the pressure at the terminal point is determined, the following conditions shall be 

complied in the event of the various gas turbine operation modes specified in Figure 2. 

- Pressure fluctuation range shall be restricted withln +/·21 psi(0.14MPa). 

• Speed of pressure variation shall not exceed 11 psi(O.OSMPa) per second. 

- Peak to peak amplitude of pressure vibration with more than 1OHz frequency shall not 

exceed 0.14 psi(0.001MPa) continuously for 2 seconds. This limit may require 

reciprocating gas compressor with minute pressure vibration. 

When gas compressor will be installed, centrifugal type or screw type are recommendable. 

-2-

MITSLJBISHI HEAVY INDUSTRIES, LTD.------
This document contains lnformation proprietary to Mitsubishi Heavy Industries, L TO. It is submitted in confidence and is to be used solely for fue purpose 
for which it is furnished and returned upon request. This document and such infoiitt¥ion1s not be Yeproduced, transmitted, disclosed or used otherwise in 
whole or in part without the wrltten authorization ofMitsubishi Heavy Industries, LTD. 

l 
j, 

r 

I 
I 

I 

I 
I 



E0005139 R1.d 

Load Rejection Trip 
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'~ Figure 2 Gas Turbine Operation Modes 

Condensable Liquids in the Gas 

The fuel gas as fed to the nozzles of the combustion system must contain no ·constituents in 

the liquid state. This means that the constituent having the highest saturation 

temperature must have at least 20 degrees F(ll degree C) superheat. Minor traces of 

heavier liquid hydrocarbons that might be carried over from the source of fuel supply 

should be excluded from the fuel system. This carryover of liquid can usually be prevented 

by traps and heaters in the fuel supply line. 

Minimum fuel gas supply temperature is recommended higher than 41 degrees F(5 degree 

C) to prevent icing of fuel gas piping and equipments. 

It is the customer's responsibility to insure that no liquid hydrocarbons are present in the 

gas as it is delivered to the combustion turbine. Liquid carry·over can be detrimental to 

engine parts life. Liquids can be removed by KNOCK OUT SCRUBBERS followed by 

SEPARATORS & HEATERS. Where long runs of pipes exist between the gas conditioning 

equipment ·and the physical arrangement can allow pockets of liquid to collect, a "LAST 

CHANCE" SEPARATOR near the combustion turbine is also recommended. Proper liquid 

level alarm and shutdown protection are also recommended. 

Solid Particle in the Gas 

Solid Particle should be limited to pxevent erosion, deposition, plugging of fuel gas nozzle. 

Solid Particle in the fuel gas as fed to the nozzles of the combustion system shall be limited 

to 30ppmwt. maximum up to size of 5microns(,u m) and the size of all solid particle shall 

not exceed 5microns(,u m). 

For this requirement, typically, 99.5wt% of all particles and 100% of all particles larger 

than 5 microns shall be removed by the filters supplied by the Owner before delivery to the 

gas turbine. 

It is important that total particle content of fuel gas should be summed and satisfy the 
-3· 
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limits specified. Solid particle are typically composed of sand, rust, tar, iron and silica(SiO,), 

etc. 

If the content of the total particle into the gas turbine beyond the above limit, consult 

Mitsubishi Heavy Industries, Ltd. 

Total Particle <Maximum) 3Qppmwt (on fuel wt basis) 

Maximum Particle Size 5 microns(!" m) 

Nitrogen (FBN) Content 
Nitrogen content (fuel bound nitrogen FBN) causes to increase NOx formation in addition to the 

standard (thermal) NOx formed by the reaction between oxygen and nitrogen in the flame zone. 

Therefore, the guaranteed NOx level is increased in case that there is FBN· content in fuel gas. 

FBN content in fuel gas is none preferably. 

Oil Mist and Vapor Content 
Total amount of oil mist and vapor in the fuel gas shall not exceed 0.5 ppmwt. to prevent fuel 

nozzle clogging and unstable firing. This limit usually requires reciprocating gas compressor and 

screw type gas compressor. 

Sulfur Content 
For peaking applications sulfur in the form of hydrogen sulfide (lliS) is limited to 5% (mole 

percent) max.·This is done to limit the detrimental effects of lliS to the fuel system. H2S 

levels in excess of 5% (mole) can be tolerated with special fuel system components. In heat 

recovery applications, the total sulfur in the fuel <£rom lliS plus other sulfur compounds) is 

recommended to limit 0.5% (mole) due to the low temperature corrosion on HRSG and if the 

sulfur is contained, MITSUBISHI should be consulted. 

Composition Factor in Gum Products 
There are some kind of gas fuel composition which will make gum and cause the nozzle · 

clogging problem. MITSUBISHI knows the compositions which will cause the clogging 

problem but it is very difficult to define the specific limitation. 

So MITSUBISHI makes the guide line of the limitation of the composition which will cause 

the clogging problem based on our experience. 

Limitation of the Fuel Gas composition 

C4Hs(Butadiene) < 1 ppmv 

CsH;CH=CH,(Styrene) < 1 ppmv 
-4-
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NOx* 

In den 

C5Hto( Cyclopentane) 

CeHe(Benzene) 

CwHs(Naphthalene) 

Tar 

BTX(Benzene/Toluene/Xylene) 

<0.5ppmv 

<lppmv 

< lppmv 

< lppmv 

<50mg/Nm3 

<1 mg/Nm• 

<lmg/Nm3 

*Generally, above compositions are not included in natural gas and LNG. 

Trace Metals 
Total trace elements in fuel, water and inlet air flow shall not exceed MITSUBISHI fuel 

specification requirements. 

Specifically, the combined total quantity of elements in fuel, water and air must not exceed 

the following on a fuel weight basis : 

Trace Metals 

Sodium & Potassium 
Vanadium 
Lead 
Calcium 
Other trace metals 

Per Million Parts of 
Fuel by Weight 

0.5 ppm 
0.5ppm 
2.0ppm 
lOppm 
2.0ppm 

-5-
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Inlet Air Contaminants 

The compressor inlet air can greatly increase the level of impurities entering the hot gas 

path. To determine the extent of contamination, the air to fuel mass flow ratio is multiplied 

by the air contaminant level in ppm(wt.) to obtain the contaminant concentration on an 

assumed liquid fuel equivalent basis. For example lOppb of Na in the inlet air is equivalent 

to approximately 0.5ppm sodium in the fuel on a weight basis. 

Water·Bome Contaminants 
Water employed for emissions controlu.e. water injection) and/or compressor cleaning can 

also increase the level of impurities entering the hot gas path. Calculation of waterborne 

contaminants on a liquid fuel equivalent basis is accomplished in the same manner as 

illustrated for air borne contaminants. In general, water injection quality standards for 

MITSUBISHI gas turbines are stated as follows. Iflevels of impurities exceed these limits, 

MITSUBISHI should be consulted with regard to water purification systems. 

l)Reactive Dissolved Solids 
Silicon 
Chlorides 
Iron & Copper 
Oxygen 
(as determined by o, saturated water) 

pH 

Note) Demineralized water is required. 

2)Total Dissolved Solids 

18 ppm 
6 ppm 

0.1 ppm 
2to 9 ppm 

7.5 to 8.0 

Other solids not detected and present on the analysis above are assumed to turn to 

oxides in the.combustion process and results in added emissions in the exhaust stack. 

The quantity of dissolved solids is considered to be doubled due to oxidation in the 

combustion process and are exhausted as particulate. The quantity of solids in water and 

fuel is thus limited by local regulations. 

Approximate Total 

Dissolved Solids 90 ppm 

-6-
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Fuel. Air and Water Evaluation 
Prior to burning gaseous fuels in MITSUBISHI gas turbines, it is recommended that the 

customers submit gas fuel analysis to MITSUBISHI for review and recommendation. The 

fuel, air and water analysis should cover all requirements as specified in this specification. 

Where analytical services are not avsilable to the customer, services can be purchased from 

MITSUBISHI. 

The following will be reported ; 

A. Water Analysis 

B. Fuel Analysis 

C. Air Analysis 

See Appen<lix I 

See Appendix II 

See Appen<lix III 

-7-
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APPENDIX I 

WATER ANALYSIS 

Contaminants 

Sodium 

Potassium 

Vanadium 

Calcium 

Llad 

Other Metals (over 2ppm wt.) 

Reactive Dissolved Solids 

Silicon 

Chlorides 
Iron & Copper 

Oxygen 

<as determined by o, saturated water) 

Total Dissolved Solids 

Dissolved Solids 

-8-
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APPENDIX II 

GAS FUEL ANALYSIS 
I Chemical Analysis 

Component 

Hydrogen 

Helium 

Nitrogen 

Carbondioxide 

Methane 

Ethane 

Propane 

Butane 

Pentane 

fu 

He 

N. 

co. 
CH• 

c.H. 
CaHs 

C.Hw 

CsH12 

Carbon Monoxide CO 

As per ASTMD-1137 orASTM D-1945 

Mole fraction of mole percent 

Water Vapor 

Total Sulfur 

Other 

fuO (per ASTM D-1142) 

Molecular Weight 

II Heating Valye 

Gross Heating Value. kJ/Nm3 

Lower Heating Value kJJNm• 

Gross Heating Value kJ/kg 

Lower Heating Value kJ/kg 
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III Contaminants Mole Fraction 

Hydrogen Sulfide H2S 

Ammonia NHs 

Carbonyl Sulfide cos 

Condensable Liquids 

Solids 

Amount 

Particle Site Range 

Alkali 

Other 

IV Onerating Conditions 
Pressure Range Max. MPa(g) 

Min. MPa(g) 

Temperature Max. oc 

Min. oc 

v Physical Pronerties 
Specific Gravity @15°C 

Critical Pressure MPa(g) 

Critical Temperature oc 

Dew Point oC 
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APPENDIX III 

COMPRESSOR INLET AIR ANALYSIS 

Contaminants 
Sodium 

Potassium 

Vanadium 

Calcium 

Lead 

Other Metals (over 2ppm wt.) 

pptwt. 
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Additional Engineering Information 

5.2 Start-up/Shut-down Curve for G/T 
ID0-10292 

MITSUBISID POWER SYSTEMS, INC 
Project No.6865W01 
Specification No. MP-A2335 Tab 5-2 

2 x M501GAC-Fast Project 
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IB0-10292 

M501GAC-Fast I Typical Start Up Curve on gas firing 
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M501GAC•Fast I Typical Shutdown & Re-Starting Curve on gas firing 
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Additional Engineering Information 

5.3 Noise Simulation Data 
IB0-10297 
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1- -PRELIMINARY - I 

M501GAC-Fast GT NOISE SIMULATION DATA 

Remark I l-ocation 
No. HW(mll L(m) 1 H(m) 

2 
wau5l I ooYj 4ooo 18ooo dB(Al 

u.,. U• 

1-

~ 

·1 GT 
., GT Air Inlet Duct 

Inlet Air snencer 
J GT Air Inlet Duct· 
> GT Air Inlet Duct~ Jll 
3 Gas Turbine E1 · 
i' Gas Turbine E1 
r GT Generator 

-- - ~nerator S 
:haliStOii( 

10 
w.o 

4.4 

-.--.--G-9' P»l ' :haustExp 
:haust Exp 

:xhaust DUCI ~ 
::xhaust Duct B (durl 
Stack Silencer Duct 

. .3tack Duct 
TSt~ 
TW 

!!..factor 

PWL 
SPL 
8PL 
SPL 

-

N.A. N.P 
¢8.0 
<1>7.0 

3.5 8.5 

----

Note:) 1. NOise level of each octave band level Is without A-Weight correction. 
2. SPL: Sound Pressure Level 1 PWL: Sound Power Level 

~ 

N:A. 
,---;-;-:- ~.A.INM 

6.5 

3. The above data Is based on free- field con dillon during normal running of the equipment, and 1m apart from the source and a heght of 1.2m. 
4. Noise Source Dimension X-Directlon: W, Y-Direotion: L, Z·Dlrection: H 
5. The Location data wm be decided by EPC Contractor. 
6. Notwithstanding anything else In this Contract to the contrary, with respect to sound levels ri:~Qulrements for the Noise Guarantee, 

Supplier shall only be required to cause the Units to comply with the Noise Guarantee specified In APPENDIX "IV~ of the Contract. 
7. For the avoidance of doubt, each Octave Band Level showo above Is for reference only and not as a guarantee. 

Actual sound levels in excess of each level shown In the above Octave Band Level table shall not be considered as a warranty defect. 

' ·----~--.,, 

5.0 
115:"' 
85.1 
85.1 
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5.4 Typical Layout 

MITSUBISID POWER SYSTEMS, INC 
2xM501GAC-FastProject Project No.6865W01 
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Additional Engineering Information 

5.5 Terminal Point Diagram 
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Aleksandar Kojic 

From: 
Sent: 
To: 

Cc: 
Subject: 
Attachments: 

Deborah Langelaan 
January 28, 2011 4:00 PM 
Michael Killeavy; 'Safouh Scull (safouh@smsenergy-engineering.com)'; 'Rocco Sebastiana 
(rsebastiano@osler.com)' 
'Smith, Elliot'; Susan Kennedy; Anshul Mathur 
FW: Draft of the GT Prudency Letter #2 
OPA Letter re Turbines Jan 28 2011_BL to Dec 21 1 O.doc; OPA Letter re Turbines Jan 28 
2011_Draft.doc 

Please find attached a black-line and clean version of TCE's proposed GT Prudency Letter (aka OPA Reliance Letter). 
TCE has requested that we provide our comments and finalize the Letter by Monday. Please review and provide me with 
your comments. 

Thanks, 
Deb 

Deborah Langelaan I Manager, Natural Gas Projects I OPA I 
Suite 1600 -120 Adelaide St. W. I Toronto, ON MSH 1Tl I 
T: 416.969.6052 I F: 416.967.19471 deborah.langelaan@powerauthoritv.on.ca 1 

From: John Mikkelsen [mailto:john mikkelsen@transcanada.com] 
Sent: January 28, 2011 2:47 PM 
To: Deborah Langelaan 
Cc: Geoff Murray; John Cashin 
Subject: RE: Draft of the GT Prudency Letter #2 

On the first- see attached. You may wish to check against the final pdf letter which came from the OPA to be entirely 
sure that there were no changes from the last version word version that I have. I did a quick check and didn't see 
anything. 

Great news on the second item. 

Best regards, 

John Mikkelsen, P.Eng. 

Director, Eastern Canada, Power Development 

TransCanada 

Royal Bank Plaza 
200 Bay Street 
24th Floor, South Tower 
Toronto, Ontario M5J 2J1 

Tel: 416.869.2102 

Fax:416.869.2056 

Cell:416.559.1664 

1 



From: Deborah Langelaan [mailto:Deborah.Langelaan@powerauthoritv.on.ca] 
Sent: Friday, January 28, 2011 2:11 PM 
To: John Mikkelsen 
Subject: RE: Draft of the GT Prudency Letter #2 

John; 

Would it be possible to receive a black-lined version of this letter compared to the OPA's reliance letter dated December 
21,2010? 

Also, we should be in a position to respond to your earlier e-mail regarding "MPS Negotiation- Next Steps" very shortly. 

Deb 

Deborah Langelaan I Manager, Natural Gas ProjectsiOPA I 
Suite 1600 -120 Adelaide St. W. I Toronto, ON MSH 1T1 I 
T: 416.969.6052 I F: 416.967.19471 deborah.langelaan@powerauthority.on.ca 1 

From: John Mikkelsen [mailto:john mikkelsen@transcanada.com] 
Sent: January 28, 2011 1:44 PM 
To: Deborah Langelaan 
Cc: Michael Killeavy; Terri Steeves; Terry Bennett; Geoff Murray; John Cashin 
Subject: Draft of the GT Prudency Letter #2 

Dear Deborah, 

Attached please find our draft of the GT prudency letter that we respectfully request from the OPA which includes our 
expected conclusion from negotiations with MPS .Canada Inc. regarding the release from suspension. Can you please 
review and provide comments if any? 
We require this letter prior to the expiration of suspension on Monday. 

Also can you please respond to our request for your acceptance to negotiate the revised release for suspension plan with 
MPS provided earlier today? 

Many thanks, 

John Mikkelsen, P.Eng. 

Director, Eastern Canada, Power Development 

TransCanada 

Royal Bank Plaza 
200 Bay Street 
24th Floor, South Tower 
Toronto, Ontario M5J 2J1 

Tel: 416.869.2102 

Fax:416.869.2056 

Cell:416.559.1664 

2 



This electronic message and any attached documents are intended only for the named addressee(s). This 
communication from TransCanada may contain information that is privileged, confidential or otherwise 
protected from disclosure and it must not be disclosed, copied, forwarded or distributed without authorization. 
If you have received this message in error, please notifY the sender immediately and delete the original 
message. Thank you. 

This e-mail message and any tiles 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 electronic message and any attached documents are intended only for the named addressee(s). This 
communication from TransCanada may contain information that is privileged, confidential or otherwise 
protected from disclosure and it must not be disclosed, copied, forwarded or distributed without authorization. 
If you have received this message in error, please notifY the sender immediately and delete the original 
message. Thank: you. 
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Privileged and Confidential 

Deeemller 21,2919 
January 28, 2011 

OPt. Ilmft: Ileeember 21, 2010TCE Draft: January 28, 2011 

[OPA Letterhead] 

· ... :.· ..... :·.-·· 

I ft~·~:!?f!~eWiiii .................................................................................................. ~>.:::(:~:~=~~::~:~~:~:re~v"~.:j:~<F~ra~n~ce~>:::::j 
Calgary,AB 
T2P5H1 

Dear Sirs: 

Re: Equipment Supply Agreement NO. 6519 dated July 7, 2009 between MPS Canada, Inc. 
("MPS") and TransCanada Energy Ltd. ("TCE") as amended by letter agreements dated 
October 29, 2010-a...I-~November 19, 2010 and December 31, 2010, and as may be 
further amended, modified or supplemented from time to time (the "Contracf') 

And: Southwest GTA Clean Energy Supply (CES) Contract dated as of October 9, 2009 
between TCE and the Ontario Power Authority (the "OPA") (the "SWGTA CES 
Contracf') 

The OPA and TCE have entered into a Memorandum of Understanding (the "MOU") dated 
December 21, 2010 whereby the OPA and TCE agree to work together in good faith to negotiate 
a Definitive Agreement for a Potential Project as set out in the MOU. It is anticipated that the 
Potential Project will use the gas turbines sourced under the Contract. Capitalized terms used but 
not otherwise defined herein have the meaning ascribed to them in the MOU. 

In light sf these eageiag aegetiatieas, the OP-1'. aelmevrleelges ami agrees that it is On December 
21, 2010, the OPA provided a letter to TransCanada stating that it was prudent and reasonable 
for TCE not to terminate the Contract and to permit the increase in the amount of the termination 
payment specified in the Cancellation Schedule (as defined and as set out in the Contract) for as 
long as good faith negotiations towards a Definitive Agreement for a Potential Project continue. 
The OPA agrees te a<Wise TCE by 

On December 17, 2010, MPS provided an indicative budgetary non-binding commercial 
proposal for conversion of the two gas turbines purchased under the Contract to fast start, 
including additional scope for cooling system and stacks and the cost of suspension and delay 
(the ''Fast Start Option"). On December 21, 2010, MPS provided the associated budgetary 

TOR_P2Z.:S038523.2 
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technical proposal for the Fast Start Option (the two MPS proposals. collectively referred to as 
the "Budgetary Proposal"). 

On December 31, 2010 ef vme!her it wishes, the OPA reguested TCE to obtain from MPS a 
fixed price quotation for the M591GAC Fast Start eptiaHOption (in connection with the Potential 
Project) on or before February 11, 2011. On January 6, 2011. the OPA reguested a cost 
breakdown of the indicative price and asked a number of technical questions. 

On January 13,2011, MPS provided technical responses to questions about the M501GAC gas 
turbine and the Fast Start Option. On January 19, 2011. JoAnne Butler, Vice President, 
Electricitv Resources, for the OP A, and TCE representatives met with the senior management at 
Mitsubishi Power Systems in Orlando, Florida to discuss the role of the OPA in the Potential 
Project and the process of completing due diligence on the M501 GAC gas turbines. On January 
21. 2011, MPS provided a price breakdown for the Budgetary Proposal and on January 26, 2011, 
MPS provided further clarification on the price breakdown with respect to delay and suspension 
costs. 

On January !281, 2011. MPS agreed to a modified Fast Start Option that provided for the 
conversion of the two gas turbines purchased under the Contract to fast start, the cost of 
suspension and delay and the deferral of a decision to proceed with the additional scope of the 
cooling system and stacks Until a more definitive implementation agreement regarding the 
Potential Project is executed by the OPA and TCE (the "Revised Fast Start Option"). 

Given the above information. and in light of these ongoing negotiations and the progress toward 
the Definitive Agreement, the OPA acknowledges and agrees that it continues to be prudent and 
reasonable for TCE: (i) not to terminate the Contract: (ii\ to permit the increase in the amount of 
the termination payment specified in the Cancellation Schedule {as defined and as set out in the 
Contract) for as long as good faith negotiations towards a Definitive Agreement for a Potential 
Project continue; and (iii) to release MPS from suspension of the Contract, to direct them to 
begin immediately with the Revised Fast Start Option and to amend the Contract to incorporate 
the Revised Fast Start Option (collectively. the "TCE Actions"). 

In the event that: 

(i) the Definitive Agreement is not executed and delivered by the OPA and TCE as 
contemplated under the terms of the MOU; and 

(ii) TCE commences legal proceedings against the OP A in connection with the SW GT A CES 
Contract, 

the OP A agrees that: 

(a) the OPA will not allege that TCE should have terminated the Contract at any time on or 
after October 7, 2010 (being the date of the announcement of the Minister, as referred to in the 
MOU, and the date upon which TCE received the October 7 Letter) for as long as the obligation 
of TCE and the OP A to work together in good faith to negotiate the Definitive Agreement in 
accordance with the terms of the MOU subsists;....W 
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(b) the OPA will not allege that the resulting increase in the amount of the termination 
payment specified in the Cancellation Schedule wa£were imprudent, improper or unreasonable.; 

(c) the OPA will not allege that the release of the suspension of the Contract aud the 
implementation of the Revised Fast Start Option aud their associated amendment aud costs were 
imprudent. improper or unreasonable: and 

(d) the OPA will not allege that TCE has not acted to mitigate its damages as a result of the 
TCE Actions. 

The OPA acknowledges aud agrees that despite this letter being marl<ed as "privileged aud 
confidential" aud despite the provisions of Section 1.7 of the Confidentiality Agreement dated 
October 8, 2010 between the OPA aud TCE, TCE shall be entitled to use aud rely on this letter to 
defend against the OPA in the event that the OPA makes an allegation in such proceedings that is 
contrary to auy of paragraphs (aj-aad1 (b), (c) or (d) above. 

Yours sincerely, +--~-.-·{Formatted: Keep with next 

Colin Aodersen ------·{Formatted: level 1, Keep with next 

Chief Executive Officer 





Privileged and Confidential 

January 28, 2011 

Alex Pourbaix 
Trans Canada Energy Ltd. 
450- 1st Street SW 
Calgary, AB 
T2P 5Hl 

Dear Sirs: 

TCE Draft: January 28, 2011 

[OPA Letterhead] 

Re: Equipment Supply Agreement NO. 6519 dated July 7, 2009 between MPS Canada, Inc. 
("MPS") and TransCanada Energy Ltd. ("TCE") as amended by letter agreements dated 
October 29, 2010, November 19, 2010 and December 31, 2010, and as may be further 
amended, modified or supplemented from time to time (the "Contract") · 

And: Southwest GTA Clean Energy Supply (CES) Contract dated as of October 9, 2009 
between TCE and the Ontario Power Authority (the "OPA") (the "SWGTA CES 
Contract") 

The OPA and TCE have entered into a Memorandum of Understanding (the "MOU") dated 
December 21, 2010 whereby the OPA and TCE agree to work together in good faith to negotiate 
a Definitive Agreement for a Potential Project as set out in the MOU. It is anticipated that the 
Potential Project will use the gas turbines sourced under the Contract. Capitalized terms used but 
not otherwise defined herein have the meaning ascribed to them in the MOU. 

On December 21, 2010, the OPAprovided a letter to TransCanada stating that it was prudent and 
reasonable for ICE not to terminate the Contract and to permit the increase in the amount of the 
termination payment specified in the Cancellation Schedule (as defined and as set out in the 
Contract) for as long as good faith negotiations towards a Definitive Agreement for a Potential 
Project continue. 

On December 17, 2010, MPS provided an indicative budgetary non-binding commercial 
proposal for conversion of the two gas turbines purchased under the Contract to fast start, 
including additional scope for cooling system and stacks and the cost of suspension and delay 
(the "Fast Start Option"). On December 21, 2010, MPS provided the associated budgetary 
technical proposal for the Fast Start Option (the two MPS proposals, collectively referred to as 
the "Budgetary Proposal"). · 

TOR_P2Z:5038523.2 
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On December 31,2010, the OPA requested TCE to obtain from MPS a fixed price quotation for 
the Fast Start Option (in connection with the Potential Project) on or before February 11, 2011. 
On January 6, 2011, the OPA requested a cost breakdown of the indicative price and asked a 
number of technical questions. 

On January 13, 2011, MPS provided technical responses to questions about the M501GAC gas 
turbine and the Fast Start Option. On January 19, 2011, JoAnne Butler, Vice President, 
Electricity Resources, for the OP A, and TCE representatives met with the senior management at 
Mitsubishi Power Systems in Orlando, Florida to discuss the role of the OP A in the Potential 
Project and the process of completing due diligence on the M501GAC gas turbines. On January 
21,2011, MPS provided a price breakdown for the Budgetary Proposal and on January 26, 2011, 
MPS provided further clarification on the price breakdown with respect to delay and suspension 
costs. 

On January [28], 2011, MPS agreed to a modified Fast Start Option that provided for the 
conversion of the two gas turbines purchased under the Contract to fast start, the cost of 
suspension and delay and the deferral of a decision to proceed with the additional scope of the 
cooling system and stacks until a more definitive implementation agreement regarding the 
Potential Project is executed by the OP A and TCE (the "Revised Fast Start Option"). 

Given the above information, and in light of these ongoing negotiations and the progress toward 
the Definitive Agreement, the OP A acknowledges and agrees that it continues to be prudent and 
reasonable for TCE: (i) not to terminate the Contract; (ii) to permit the increase in the amount of 
the termination payment specified in the Cancellation Schedule (as defined and as set out in the 
Contract) for as long as good faith negotiations towards a Definitive Agreement for a Potential 
Project continue; and (iii) to release MPS from suspension of the Contract, to direct them to 
begin immediately with the Revised Fast Start Option and to amend the Contract to incorporate 
the Revised Fast Start Option (collectively, the "TCE Actions"). 

In the event that: 

(i) the Defmitive Agreement is not executed and delivered by the OP A and ICE as 
contemplated under the terms of the MOU; and 

(ii) ICE commences legal proceedings against the OPA in connection with the SWGIA CES 
Contract, 

the OP A agrees that: 

(a) the OPA will not allege that ICE should have terminated the Contract at any time on or 
after October 7, 2010 (being the date of the announcement of the Minister, as referred to in the 
MOU, and the date upon which ICE received the October 7 Letter) for as long as the obligation 
of ICE and the OP A to work together in good faith to negotiate the Definitive Agreement in · 
accordance with the terms of the MOU subsists; 

(b) the OP A will not allege that the resulting increase in the amount of the termination 
payment specified in the Cancellation Schedule were imprudent, improper or unreasonable; 
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(c) the OPA will not allege that the release of the suspension of the Contract and the 
implementation of the Revised Fast Start Option and their associated amendment and costs were. 
imprudent, improper or unreasonable: and 

(d) the OP A will not allege that TCE has not acted to mitigate its damages as a result of the 
TCE Actions. 

The OP A acknowledges and agrees that despite this letter being marked as "privileged and 
confidential" and despite the provisions of Section 1. 7 of the Confidentiality Agreement dated 
October 8, 2010 between the OPA and TCE, TCE shall be entitled to use and rely on this letter to 
defend against the OPA in the event that the OPA makes an allegation in such proceedings that is 
contrary to any of paragraphs (a), (b), (c) or (d) above. 

Yours sincerely, 

Colin Andersen 
Chief Executive Officer 





Aleksandar Kojic 

From: 
Sent: 
To: 
Cc: 
Subject: 
Attachments: 

Michael Killeavy 
February 2, 2011 4:49 PM 
JoAnne Butler 
Michaei Lyle 
Fw: BOARD STAFF IR 1-1-21 
1-1-21 BOARD STAFF IR.docx 

Do you have any thoughts on how to answer this? I don't think we/1 can answer {a). I'm not sure what we can say about 
{b) unless it's "we are awaiting a directive from ·the Minister", or words to this effect. 

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.killeavv@powerauthority.on.ca 

From: Anna LeBourdais 
Sent: Wednesday, February 02, 2011 04:44 PM 
To: Michael Killeavy 
Cc:. Martha McOuat; Miriam Heinz 
Subject: BOARD STAFF I~ I-1-21 

Michael, 

Martha McOuat has asked me to forward this Interrogatory to you to complete. I've attached the template forth at 

purpose. 

Thank you, 

Anna LeBourdais 

From: Kevin Dick 
Sent: January 25, 2011 6:31 PM 
To: Martha McOuat; Michael Killeavy 
Cc: Michael Lyle; Anna LeBourdais 
Subject: RE: 

Martha, 

Interrogatory #21 (SWGTA questions) are best addressed by Michael Killeavy. I am unaware of the specific details of the 
current status of the SWGTA Contract and Oakville Generating Station. 

Regards, 

1 



Kevin 

From: Martha McOuat 
Sent: January 25, 2011 2:08 PM 
To: Beverly Nollert; Karen Frecker; Raegan Bond; Bryan Young; Sean Brady; Guy Raffaele; Marc Collins; Richard Duffy; 
Shawn Cronkwright; Kevin Dick; Michael Killeavy; Ruth Covich; Miriam Heinz; Ed Nelimarkka 
Cc: Michael Lyle; Anna LeBourdais 
Subject: FW: 

Today is the deadline for intervenors to submit their interrogatories. I am attaching my handwritten triage sheet for 
Board Staff's IRs so you can see how they have been assigned. If your name is in the "Sent To" category, at least one of 
the 30 IRs contained has been assigned to you. Anna will send you templates to use for your responses shortly. 

Please call me as soon as possible if you have concerns with the questions that have been assigned to you: If there are 
some in particular that you feel require legal input we have arranged a meeting with our legal counsel for the 26'" to 
advise us early in the process so you can incorporate this into your draft. 

As you can see below, we are working on very tight timelines. I will forward others as soon as they are received. 

Our time lines are as follows: 

January 25: 
February 1: 
February 2-3: 
February 4: 
February 7: 
February 8: 

Interrogatories received from Intervenors, distributed to authors immediately 
Your responses due to Regulatory Affairs 
Regulatory and Legal review, some further edits by authors may be required 
Mike Lyle review; some further edits may be required. Submit full package to Colin for review 
Colin's comments received, some further edits may be required 
Responses filed with OEB 

Please feel free to submit your responses to Regulatory Affairs as they are completed, rather than holding the whole 
package to the deadline date. 

Your assistance with these is greatly appreciated. 

From: Anna LeBourdais 
Sent: January 25, 20111:53 PM 
To: Martha McOuat 
Subject: 

·-----·-----·-· --

Attached is the scanned version of the BOARD STAFF's interrogatories. 

Cheers, 

Anna 

2 
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DRAFT'- CONFIDENTIAL- For the Advice of Counsel - Not for External Circulation 

BOARD STAFF INTERROGATORY 21 

2 QUESTION 

3 Supply Procurement and Contract Management 

4 Issue 3.3 

Filed: February 8, 2011 
EB-201 0-0279 

Exhibit I 
Tab 1 

Schedule21 
Page 1 of2 

5 Does Strategic Objective #3 adequately reflect the tasks that the OPA is charged with by 
6 statute and directives in 2011, and do the initiatives capture the range of activity required to 
7 achieve that end? 

8 Board Staff question #21 

9 References 
10 Exhibit 8/Tab 3/Schedule 1/Page 5 and 6 

11 Preamble 
12 The OPA states in its pre-filed evidence that Initiative 4 for Strategic Objective #3 is 
13 "Contract management and financial settlements of existing electricity supply contracts." In 
14 2009, the OPA entered into a contract with a TransCanada Energy Ltd. to design, build and 
15 operate a 900 megawatt (MW) electricity generating station in Oakville in response to an 
16 August 18, 2008 directive from the Minister of Energy and Infrastructure to procure supply 
17 for the Southwest Greater Toronto Area. On October 7, 2010 the Government of Ontario 
18 stated that the construction of a proposed natural gas plant in Oakville would no longer be 
19 required going forward. 

20 Questions 
21 a) What is the status of the August 18, 2008 directive? How is the OPA planning to 
22 procure supply for the Southwest Greater Toronto Area in the absence of the Oakville 
23 contract? 

24 b) What process will the OPA undertake to terminate the contract? What resources are 
25 budgeted for this negotiation? How will performance be measured? 

26 RESPONSE 

27 Enter response here ... 



DRAFT- CONFIDENTIAL- For the Advice of Counsel - Not for External Circulation 

Filed: February 8, 2011 
EB-201 0-0279 
Exhibit I 
Tab 1 
Schedule 21 
Page 2 of2 



Aleksandar Kojic 

From: 
Sent: 
To: 
Cc: 

Deborah Langelaan 
February 3, 2011 11:44 AM 
Susan Kennedy 
Michael Killeavy 

Subject: RE: Designation under the Electricty Act 

Hi Susan; 

The OPA negotiating team is anxious to acquire a copy of one of the documents referenced below (Item #1) for our due 
diligence efforts. Ideally we would like to acquire a copy of the PP presentation this week. Is this doable? 

Deb 

Deborah Langelaan I Manager, Natural Gas Projects I OPA I 
Suite 1600- 120 Adelaide St. W. I Toronto, ON M5H 1T1 I 
T: 416.969.6052 I F: 416.967.19471 deborah.langelaan@powerauthority.on.ca 1 

From: Deborah Langelaan 
Sent: January 28, 2011 4:41 PM 
To: Susan Kennedy 
Cc: 'ESmith@osler.com'; Michael Killeavy; 'RSebastiano@osler.com' 
Subject: FW: Designation under the Electricty Act 

Susan; 

TCE is requesting that the records identified below be designated as confidential pursuant to Section 25.13(3) of the 
Electricity Act. We are agreeable to doing so and look to you for your opinion on their request. 

Thanks, 
Deb 

Deborah Langelaan I Manager, Natural Gas Projects I OPA I 
Suite 1600 -120 Adelaide St. W. I Toronto, ON M5H 1Tl I 
T: 416.969.6052 I F: 416.967.19471 deborah.langelaan@powerauthority.on.ca 1 

From: John Mikkelsen [mailto:john mikkelsen@transcanada.coml 
Sent: January 28, 2011 4:34 PM 
To: Deborah Langelaan 
Cc: Michael Killeavy; Geoff Murray; John Cashin; Terry Bennett 
Subject: Designation under the Electricty Act 

Dear Deb, 

Further to our discussion yesterday we would like the OPA to consider designating the following records pursuant to 
section 25.13(3) of the Electricity Act, 1998. 

1. TransCanada PowerPoint presentation to the OPA on January, 25, 2011 titled "Proposed Ontario SCGT Project
Execution and Preliminary Capital Cost Review", filename "25" Jan 2011 -Capex and Construction Strategy 
Review R1.ppt". 

1 



2. The expected Implementation Agreement between TransCanada Energy Ltd. and Ontario Power Authority for the 
potential development of a simple cycle natural gas-fired power generation project in the Kitchener-Waterloo
Cambridge area (the "Potential Project") 

3. The following sections of the expected Kitchener-Waterloo-Cambridge Peaking Generation Contract: Article 5.5 
(Payment Account Information), Exhibit A (Project Description}, Exhibit B (Contract Capacity, Net Revenue 
Requirement, and Other Stated Variables}, Exhibit F (Milestone Events and Milestone Dates for the Contract 
Facility) and as may be relocated, amended or replaced. 

Thanks, 

John Mikkelsen, P. Eng. 

Director, Eastern Canada, Power Development 

TransCanada 

Royal Bank Plaza 
200 Bay Street 
24th Floor, South Tower 
Toronto, Ontario MSJ 2J1 

Tel: 416.869.2102 

Fax:416.869.2056 

Cell:416.559.1664 

This electronic message and any attached documents are intended only for the named addressee(s). This 
communication from TransCanada may contain information that is privileged, confidential or otherwise 
protected from disclosure and it must not be disclosed, copied, forwarded or distributed without authorization. 
If you have received this message in error, please notify the sender inuuediately and delete the original 
message. Thank you. 

2 



Aleksandar Kojic 

From: 
Sent: 
To: 
Cc: 
Subject: 
Attachments: 

Martha McOuat 
February 3, 2011 5:05 PM 
Susan Kennedy 
Michael Killeavy 
FW: BOARD STAFF IR 1-1-21 
1-1-21 BOARD STAFF JR.docx 

Are you able to help out with this? 

From: Michael Killeavy 
Sent: February 2, 2011 4:51 PM 
To: Anna LeBourdais 
Cc: Martha McOuat; Miriam Heinz 
Subject: Re: BOARD STAFF IR I-1-21 

This is going to take a while to answer. I don't think I can answer {a) and I can't say much about (b) either. 

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.killeaw@powerauthority.on.ca 

From: Anna LeBourdais 
Sent: Wednesday, February 02, 2011 04:44 PM 
To: Michael Killeavy 
Cc: Martha McOuat; Miriam Heinz 
Subject: BOARD STAFF IR I-1-21 

Michael, 

Martha McOuat has asked me to forward this Interrogatory to you to complete. I've attached the template for that 

purpose. 

Thank you, 

Anna LeBourdais 

From: Kevin Dick 
Sent: January 25, 2011 6:31 PM 
To: Martha McOuat; Michael Killeavy 
Cc: Michael Lyle; Anna LeBourdais 
Subject: RE: 

1 



Martha, 

Interrogatory #21 (SWGTA questions) are best addressed by Michael Killeavy. I am unaware of the specific details of the 
current status of the SWGTA Contract and Oakville Generating Station. 

Regards, 
Kevin 

From: Martha McOuat 
Sent: January 25, 2011 2:08 PM 
To: Beverly Nollert; Karen Frecker; Raegan Bond; Biyan Young; Sean Brady; Guy Raffaele; Marc Collins; Richard Duffy; 
Shawn Cronkwright; Kevin Dick; Michael Killeavy; Ruth Covich; Miriam Heinz; Ed Nelimarkka 
Cc: Michael Lyle; Anna LeBourdais 
Subject: PN: 

Today is the deadline for intervenors to submit their interrogatories. I am attaching my handwritten triage sheet for 
Board Staff's IRs so you can see how they have been assigned. If your name is in the "Sent To" category, at least one of 
the 30 IRs contained has been assigned to you. Anna will send you templates to use for your responses shortly. 

Please call me as soon as possible if you have concerns with the questions that have been assigned to you. If there are 
some in particular that you feel require legal input we have arranged a meeting with our legal counsel for the 26'h to 
advise us early in the process so you can incorporate this into your draft. 

As you can see below, we are working on very tight timelines. I will forward others as soon as they are received. 

Our time lines are as follows: 

January 25: 
February 1: 
February 2-3: 
February 4: 
February 7: 
February B: 

Interrogatories received from Intervenors, distributed to authors immediately 
Your responses due to Regulatory Affairs 
Regulatory and Legal review, some further edits by authors may be required 
Mike Lyle review; some further edits may be required. Submit full package to Colin for review 
Colin's comments received, some further edits may be required 
Responses filed with OEB 

Please feel free to submit your responses to Regulatory Affairs as they are completed, rather than holding the whole 
package to the deadline date. 

Your assistance with these is greatly appreciated. 

------------------
From: Anna LeBourdais 
Sent: January 25, 2011 1:53 PM 
To: Martha McOuat 
Subject: 

Attached is the scanned version of the BOARD STAFF's interrogatories. 

Cheers, 

Anna 

2 



DRAFT- CONFIDENTIAL - For the Advice of Counsel - Not for External Circulation 

1 BOARD STAFF INTERROGATORY 21 

2 QUESTION 

3 Supply Procurement and Contract Management 

4 Issue 3.3 

Filed; February 8, 2011 
EB-201 0-0279 

Exhibit I 
Tab 1 

Schedule 21 
Page 1 of2 

5 Does Strategic Objective #3 adequately reflect the tasks that the OPA is charged with by 
6 statute and directives in 2011, and do the initiatives capture the range of activity required to 
7 achieve that end? 

8 Board Staff question #21 

9 References 
10 Exhibit 8/Tab 3/Schedule 1/Page 5 and 6 

11 Preamble 
12 The OPA states in its pre-filed evidence that Initiative 4 for Strategic Objective #3 is 
13 "Contract management and financial settlements of existing electricity supply contracts." In 
14 2009, the OPA entered into a contract with a TransCanada Energy Ltd. to design, build and 
15 operate a 900 megawatt (MW) electricity generating station in Oakville in response to an 
16 August 18, 2008 directive from the Minister of Energy and Infrastructure to procure supply 
17 for the Southwest Greater Toronto Area. On October 7, 2010 the Government of Ontario 
18 stated that the construction of a proposed natural gas plant in Oakville would no longer be 
19 required going forward. 

20 Questions 
21 a) What is the status of the August 18, 2008 directive? How is the OPA planning to 
22 procure supply for the Southwest Greater Toronto Area in the absence of the Oakville 
23 contract? 

24 b) What process will the OPA undertake to terminate the contract? What resources are 
25 budgeted for this negotiation? How will performance be measured? 

26 RESPONSE 

27 Enter response here ... 
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Aleksandar Kojic 

From: Michael Killeavy 
Sent: 
To: 
Cc: 

February 4, 2011 8:30 AM 
Martha McOuat; Susan Kennedy 
JoAnne Butler 

Subject: 
Attachments: 

RE: BOARD STAFF IR 1-1-21 
1-1-21 BOARD STAFF IR.docx 

Importance: High 

Martha, 

I can answer most of questions, but not all. 
comment on the current status of the Oakvilfe 
exists but is unfulfilled or frustrated as a 

I defer to Susan or one of her colleagues to 
directive in answer to (a) I presume it still 

result of the government's decision). 

(a) · The OPA has not yet finalized its plans for procuring supply in the SWGTA in the absence 
of the OGS contract. The Electricity Resources and Power System Planning divisions will be 
working on a plan to procure whatever supply is required in 2011; 

(b) The OPA has entered into negotiations with TransCanada Energy to terminate the OGS 
contract on mutually satisfactory terms. Three staff have been deployed to negotiate the 
termination of the OGS contract. Performance will be measured in terms of limiting the cost 
to the ratepayer. 

I hope this is alright. 
time we don't have a lot 
need to be very mindful 

Thank you, 
Michael 

I recognize that 
of detail and as 

of what we say. 

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 

-----Original Message----
From: Martha McOuat 
Sent: Thu 03-Feb-11 5:04 PM 
To: Susan Kennedy 
Cc: Michael Killeavy 
Subject: FW: BOARD STAFF IR I-1-21 

Are you able to help out with this? 

it's not terribly detailed, but at this point in 
the negotiations with TransCanada are ongoing, we 

1 



From: Michael Killeavy 
Sent: February 2, 2011 4:51 PM 
To: Anna LeBourdais 
Cc: Martha McOuat; Miriam Heinz 
Subject: Re: BOARD STAFF IR I-1-21 

This is going to take a while to answer. I don't think I can answer (a) and I can't say much 
about (b) either. 

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: Anna LeBourdais 
Sent: Wednesday, February 02, 2011 04:44 PM 
To: Michael Killeavy 
Cc: Martha McOuat; Miriam Heinz 
Subject: BOARD STAFF IR I-1-21 

Michael, 

Martha McOuat has asked me to forward this Interrogatory to you to complete. I've attached 
the template for that purpose. 

Thank you, 

Anna LeBourdais 

From: Kevin Dick 
Sent: January 25, 2011 6:31 PM 
To: Martha McOuat; Michael Killeavy 
Cc: Michael Lyle; Anna LeBourdais 
Subject: RE: 

Martha, 
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Interrogatory #21 (SWGTA questions) are best addressed by Michael Killeavy. I am unaware of 
the specific details of the current status of the SWGTA Contract and Oakville Generating 
Station. 

Regards, 

Kevin 

From: Martha McOuat 
Sent: January 25, 2011 2:08 PM 
To: Beverly Nollert; Karen Frecker; Raegan Bond; Bryan Young; Sean Brady; Guy Raffaele; Marc 
Collins; Richard Duffy; Shawn Cronkwright; Kevin Dick; Michael Killeavy; Ruth Covich; Miriam 
Heinz; Ed Nelimarkka 
Cc: Michael Lyle; Anna LeBourdais 
Subject: FW: 

Today is the deadline for intervenors to submit their interrogatories. I am attaching my 
handwritten triage sheet for Board Staff's IRs so you can see how they have been assigned. If 
your name is in the "Sent To" category, at least one of the 30 IRs contained has been 
assigned to you. Anna will send you templates to use for your responses shortly. 

Please call me as soon as possible if you have concerns with the questions that have been 
assigned to you. If there are some in particular that you feel require legal input we have 
arranged a meeting with our legal counsel for the 26th to advise us early in the process so 
you can incorporate this into your draft. 

As you can see below, we are working on very tight timelines. I will forward others as soon 
as they are received. 

Our time lines are as follows: 

January 25: 
authors immediately 

February 1: 

February 2-3: 
may be required 

Interrogatories received from Intervenors, distributed to 

Your responses due to Regulatory Affairs 

Regulatory and Legal review, some further edits by authors 
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February 4: Mike Lyle review; some further edits may be required. 
Submit full package to Colin for review 

February 7: 
requir~d 

February 8: 

Colin's comments received, some further edits may be 

Responses filed with OEB 

Please feel free to submit your responses to Regulatory Affairs as they are completed, rather 
than holding the whole packag~ to the deadline date. 

Your assistance with these is greatly appreciated. 

From: Anna LeBourdais 
Sent: January 25, 2011 1:53 PM 
To: Martha McOuat 
Subject: 

Attached is the scanned version of the BOARD STAFF's interrogatories. 

Cheers, 

Anna 

4 



DRAFT- CONFIDENTIAL- For the Advice of Counsel - Not for External Circulation 

BOARD STAFF INTERROGATORY 21 

2 QUESTION 

3 Supply Procurement and Contract Management" 

4 Issue 3.3 

Filed: February 8, 2011 
EB-201 0-0279 

Exhibit I 
Tab 1 

Schedule 21 
Page 1 of2 

5 Does Strategic Objective #3 adequately reflect the tasks that the OPA is charged with by 
6 statute and directives in 2011, and do the initiatives capture the range of activity required to 
7 achieve that end? 

a Board Staff question #21 

9 References 
10 Exhibit 8/Tab 3/Schedule 1/Page 5 and 6 

11 Preamble 
12 The OPA states in its pre-filed evidence that Initiative 4 for Strategic Objective #3 is 
13 "Contract management and financial settlements of existing electricity supply contracts." In 
14 2009, the OPA entered into a contract with a TransCanada Energy Ltd. to design, build and 
15 operate a 900 megawatt (MW) electricity generating station in Oakville in response to an 
16 August 18, 2008 directive from the Minister of Energy and Infrastructure to procure supply 
17 for the Southwest Greater Toronto Area. On October 7, 2010 the Government of Ontario 
18 stated that the construction of a proposed natural gas plant in Oakville would no longer be 
19 required going forward. 

20 Questions 
21 a) What is the status of the August 18, 2008 directive? How is the OPA planning to 
22 procure supply for the Southwest Greater Toronto Area in the absence of the Oakville 
23 contract? · 

24 b) What process will the OPA undertake to terminate the contract? What resources are 
25 budgeted for this negotiation? How will performance be measured? 

26 RESPONSE 

27 Enter response here ... 
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Aleksandar Kojic 

From: 
sent: 
To: 
Cc: 
Subject: 
Attachments: 

Anshul; 

Deborah Langelaan 
February4, 201111:31 AM 
Anshul Mathur 
Michael Killeavy 
TransCanada Energy Ltd Corporate Structure 
TransCanada Energy Ltd Corporate Structure.docx 

Attached is a hodgepodge of corporate info on TCE. 

Deb 
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TransCanada Energy Ltd. is a wholly-owned subsidiary of TransCanada Pipelines as 
described through their press releases. However it may be more accurately to say 
TransCanada Energy is owned by 701671 Alberta Ltd. which in turn is owned by 
Transcanada Pipelines Limited, which in turn is owned by TransCanada Corporation as 
illustrated in the corporate structure. 

Company Profile 
TransCanada Corp. (TRP) owns and operates the largest Canadian gas pipeline 
(Mainline) and Alberta's largest gas-gathering pipeline system (Alberta System). TRP 
also owns several equity and master limited partnership (MLP) interests in U.S. 
pipelines, 100% of a gas co-generation plant in the U.S. Northeast (Ocean States), 
47.9% of Bruce Nuclear A, and 31.6% of Bruce Nuclear B. President and CEO: Russ 
Girling. 
Business Mix (Based on revenues unless otherwise noted) 
53% Pipelines, 47% Energy 

Intercorporate Relationships 

TransCanada's subsidiaries whose assets exceed ten per cent ofTransCanada's consolidated assets 
or whose sales and operating revenues exceeded ten per cent ofTransCanada's consolidated sales 
and operating revenues at year end are noted below. Also noted is the jurisdiction under which 
each subsidiary was incorporated. TransCanada owns, directly or indirectly, I 00 per cent of the 
voting shares of each of these subsidiaries. 





Aleksandar Kojic 

From: 
Sent: 
To: 
Cc: 

Anshul Mathur 
February 4, 2011 11:32 AM 
Deborah Langelaan 
Michael Killeavy 

Subject: RE: TransCanada Energy Ltd Corporate Structure 

Thanks Deb. I found a bunch of information in their Financial Statements regarding Cost of Debt and Return on Equity 
(Targeted and Actual). I will be sending that out shortly. 

· From: Deborah Langelaan 
Sent: February 4, 201111:31 AM 
To: Anshul Mathur 
Cc: Michael Killeavy 
Subject: TransCanada Energy Ltd Corporate Structure 

Anshul; 

Attached is a hodgepodge of corporate info on TCE. 

Deb 
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Aleksandar Kojic 

From: Michael Killeavy 
Sent: February 4, 2011 11 :33AM 
To: Anshul Mathur; Deborah Langelaan 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

Thank you both. 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
120 Adelaide St. West, Suite 1600 
Toronto, Ontario, MSH 1Tl 
416-969-6288 (office) 
416-969-6071 {fax) 
416-520-9788 (cell) 
Michael.killeavv@powerauthoritv.on.ca 

From: Anshul Mathur 
Sent: Friday, February 04, 201111:32 AM 
To: Deborah Langelaan 
Cc: Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Thanks Deb. I found a bunch of information in their Financial Statements regarding Cost of Debt and Return on Equity 
(Targeted and Actual). I will be sending that out shortly. 

From: Deborah Langelaan 
Sent: February 4, 201111:31 AM 
To: Anshul Mathur 
Cc: Michael Killeavy 
Subject: TransCanada Energy Ltd Corporate Structure 

Anshul; 

Attached is a hodgepodge of corporate info on TCE. 

Deb 
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Aleksandar Kojic 

From: 
Sent: 

Anshul Mathur 
February4, 20111:15 PM 

To: Michael Killeavy; Deborah Langelaan 
Subject: 
Attachments: 

RE: TransCanada Energy Ltd Corporate Structure 
Cost of Capital.ppt 

*** CONFIDENTIAL AND WITHOUT PREJUDICE - PREPARED IN CONTEMPLATION OF LITIGATION *** 

See attached the Cost of Capital Models. I have put that in a power point to make it an easy read. 

From: Michael Killeavy 
Sent: February 4, 201111:33 AM 
To: Anshul Mathur; Deborah Langelaan 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

Thank you both. 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
120 Adelaide St. West, Suite 1600 
Toronto, Ontario, MSH 1Tl 
416-969-6288 (office) 
416-969-6071 (fax) 
416-520-9788 (cell) 
Michael.killeavv@powerauthoritv.on.ca 

From: Anshul Mathur 
Sent: Friday, February 04, 2011 11:32 AM 
To: Deborah Langelaan 
Cc: Michael Killeavy 
Subject: RE: Transcanada Energy Ltd Corporate Structure 

Thanks Deb. I found a bunch of information in their Financial Statements regarding Cost of Debt and Return on Equity 
(Targeted and Actual). I will be sending that out shortly. 

From: Deborah Langelaan 
Sent: February 4, 201111:31 AM 
To: Anshul Mathur 
Cc: Michael Killeavy 
Subject: TransCanada Energy Ltd Corporate Structure 

. Anshul; 

Attached is a hodgepodge of corporate info on TCE. 

··- . 

Deb·''· 
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Assumptions Used 

Getting the 
Effective Tax Rate 

To estimate 
Transcanada Energy's 
Beta 

Transcanada Tax Rates 

2004 26.70% 

2005 28.90% 

2006 18.75% 

2007 27.70% 

2008 27.71% 

2009 20.77% 

Avg. Efective Tax Rates 25.09% 

Comparable Companies to calculate Beta 

Weighting of similarities Beta 

Capital Power 6 3.798 

Transalta 24 0.792 

Enbridge Energy 24 0.785 

Duke Energy 16 0.405 

Edison International 12 0.607 

Brookfield Asset 6 1.138 

Ameresco 6 3.73 

A teo 6 0.374 

Aver~e 100 1.05852 

ONTARIOij 
POWER AUTHORITY·(!: 



Cost of Capital using CAPM 

Cost of Equity: Based on CAPM Model 

Risk Free Rate 11 0-vear Cdn Govt Bond 2009) .. ·.·· .... · • 3.~~¥, 
'rranscanada beta 1.06 

Cost of Equity (CAPM) 7.95% 

~ost of Debt (Actual Values from Financial Statements) 
.. .. .. > .' 

nterst on Long-Term Debt (in 2009) $ ·12Bc 

LonQ Term Debt (Market Value) $ ,· .. · .... ········ :•• . 19,377 

Effective Cost of Debt 6.63% 

Effective Tax Rate IAveraae of 6 vearsl 25.09% 

QostofDebt(afterTaxes) 4.97% 

·.· ...... ·:c 
Debt I Capital Ratio sO% 

. 

Eauitv I Capital Ratio 20% 

Cost of Capital (Wei!lhted) - _5.56% 

ONTARIO I 
POWERAOTHORITY L! 



Cost of Capital using Financial Stateme.nt 

~ost of Equity: Based on Financial Statements 

Return on Equity (Net Income I S. Equity) 9.80% 

Dividend Yield 4.80% 

frotal Shareholder Return 14.40% 

Cost of Debt !Actual Values from Financial Statements) 
. ·. 

nterst on Loi}9-Term Debt_(in 2009) $ . .· 12ae 
·.,;. . 

ong Term Debt (Market Value) ·'- $ .19,377 

"ffective Cost of Debt 6.63% 

Effective Tax Rate (Avera~e of 6 years) 25.09°/c 

CostofDebt(afterTaxes) 4.97°/c 

Debt I Capital Ratio . . 80% 

Equity/ Capital Ratio 200/c 

Cost of Capital (Weighted) 6.85% 

!!!!~!~~ 



Aleksandar Kojic 

From: 
Sent: 

Michael Killeavy 
February 4, 2011 1:34 PM 

To: Anshul Mathur; Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

**** PRIVILEGED AND CONFIDENTIAL - PREPARED IN CONTEMPLATION OF LITIGATION *** 

This is good. I think the CAPM result is a bit low. I like the financial statement analysis 
value better. It seems intuitively right. 

Anshul, 

Now, the reason why I asked for this. At yesterday's meeting the TCE folks indicated that 
the 5.25% was a blended rate and that the residual value could be discounted at a higher 
value, but that in the end it was still $seeM. I have been thinking about this, and I don't 
see how the residual value could be discounted at a significantly higher discount rate, 
unless the contract cash flows over the term were discounted dirt cheap, i.e., well below 
TCE's cost of capital. This doesn't make much sen·se to me. When you have some time, can you 
please try a few model runs with the OG5 model to see what the contract cash flows would need 
to be discounted at to still arrive at an NPV of %5e3M, if the residual cash flows were 
discounted at say 1e%, 15% and 2e%. Assume that the pre-COD CAPEX cash flows and contract 
cash flows are discounted at the same rate. 

Deb, 

I believe in the TCE proposal to the SWGTA RFP it said that the project would be funded 
entirely with equity. Is this correct? 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
12e Adelaide st. west, Suite 16ee 
Toronto, Ontario, MSH 1T1 
416-969-6288 (office) 
416-969-6e71 (fax) 
416-52e-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 

-----Original Message----
From: Anshul Mathur 
Sent: Fri e4-Feb-11 1:14 PM 
To: Michael Killeavy; Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

*** CONFIDENTIAL AND WITHOUT PREJUDICE - PREPARED IN CONTEMPLATION OF LITIGATION *** 

1 



See attached the Cost of Capital Models. I have put that in a power point to make it an easy 
read. 

From: Michael Killeavy 
Sent: February 4, 2811 11:33 AM 
To: Anshul Mathur; Deborah Langelaan 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

Thank you both. 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
128 Adelaide st. West, Suite 1688 
Toronto, Ontario, MSH 1T1 
416-969-6288 (office) 
416-969-6871 (fax) 
416-528-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 

From: Ahshul Mathur 
Sent: Friday, February 84, 2811 11:32 AM 
To: Deborah Langelaan 
Cc: Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Thanks Deb. I found a bunch of information in their Financial Statements regarding Cost of 
Debt and Return on Equity (Targeted and Actual). I will be sending that out shortly. 

From: Deborah Langelaan 
Sent: February 4, 2811 11:31 AM 
To: Anshul Mathur 
Cc: Michael Killeavy 
Subject: TransCanada Energy Ltd Corporate Structure 

Anshul; 

2 



Attached is a hodgepodge of corporate info on TCE. 

Deb 

3 





Aleksandar Kojic 

From: 
Sent: 
To: 

Deborah Langelaan 
February 4, 2011 1:39 PM 
Michael Killeavy; Anshul Mathur 

Subject: RE: TransCanada Energy Ltd Corporate Structure 

Yes, in TCE's Executive Summary that was submitted as part of their SW GTA Proposal they are 
quoted as saying ... "One hundred percent (11313%) equity financing has been approved by 
TransCanada Corporation's Board of Directors." 

Deb 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 21311 1:34 PM 
To: Anshul Mathur; Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

**** PRIVILEGED AND CONFIDENTIAL - PREPARED IN CONTEMPLATION OF LITIGATION *** 

This is good. I think the CAPM result is a bit low. I like the financial statement analysis 
value better. It seems intuitively right. 

Anshul, 

Now, the reason why I asked for this. At yesterday's meeting the TCE folks indicated that 
the 5.25% was a blended rate and that the residual value could be discounted at a higher 
value, but that in the end it was still $51313M. I have been thinking about this, and I don't 
see how the residual value could be discounted at a significantly higher discount rate, 
unless the contract cash flows over the term were discounted dirt cheap, i.e., well below 
TCE's cost of capital. This doesn't make much sense to me. When you have some time, can you 
please try a few model runs with the OGS model to see what the contract cash flows would need 
to be discounted at to still arrive at an NPV of %5133M, if the residual cash flows were 
discounted at say 113%, 15% and 213%. Assume that the pre-COD CAPEX cash flows and contract 
cash flows are discounted at the same rate. 

Deb, 

I believe in the TCE proposal to the SWGTA RFP it said that the project would be funded 
entirely with equity. Is this correct? 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
1213 Adelaide St. West, Suite 161313 
Toronto, Ontario, M5H 1T1 
416-969-6288 (office) 
416-969-61371 (fax) 
416-5213-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 

1 



-----Original Message----
From: Anshul Mathur 
Sent: Fri 04-Feb-11 1:14 PM 
To: Michael Killeavy; Deborah Langelaan 
Subject: RE: Transcanada Energy Ltd Corporate Structure 

*** CONFIDENTIAL AND WITHOUT PREJUDICE - PREPARED IN CONTEMPLATION OF LITIGATION *** 

See attached the Cost of Capital Models. I have put that in a power point to make it an easy 
read. 

From: Michael Killeavy 
Sent: February 4, 2011 11:33 AM 
To: Anshul Mathur; Deborah Langelaan 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

Thank you both. 

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: Anshul Mathur 
Sent: Friday, February 04, 2011 11:32 AM 
To: Deborah Langelaan 
Cc: Michael Killeavy 
Subject: RE: Transcanada Energy Ltd Corporate Structure 

Thanks Deb. I found a bunch of information in their Financial Statements regarding Cost of 
Debt and Return on Equity (Targeted and Actual). I will be sending that out shortly. 

2 



From: Deborah Langelaan 
Sent: February 4, 2011 11:31 AM 
To: Anshul Mathur 
Cc: Michael Killeavy 
Subject: TransCanada Energy Ltd Corporate Structure 

Anshul; 

Attached is a hodgepodge of corporate info on TCE. 

Deb 
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Aleksandar Kojic 

From: 
Sent: 
To: 

Kevin Dick 
February 4, 2011 1:40 PM 
Anshul Mathur 

Cc: Deborah Langelaan; Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

*** CONFIDENTIAL AND WITHOOT PREJUDICE - PREPARED IN CONTEMPLATION OF LITIGATION *** 

I get very similar numbers (bounded by Anshul's numbers). See below. I think we can 
safely say the enterprise WACC is in the range of 5.25%. I have done an equity valuation 
on TRP if you are interested. 

lnngTerm Debt 
JIB 126 of2009 slatenenb · 

A'Efillll! Debt Cost 
Cost of Etpty 1Jsine: CAPM 
Cost of lfl!fi!rred EqW:y 
Total 

6.73~ l8,6fi5.00 
7.24~ 15,220.00 

17.61m 539.00 
34,42!4.00 

Tax:: Rate D.n 

WACC ·s.98% 

P1eFEn ed Dividend Ll 
Pn!fened Sinck l'ria! 25 

I still think the issue is that a project like this must have a return (un-levered) that 
is greater than 5.25% 

Kevin 

From: Anshul Mathur 
Sent: February 4, 20111:16 PM 
To: Kevin Dick 
Subject: FW: TransCanada Energy Ltd Corporate Structure 

A fyi - I am getting some what different Cost of Capital numbers. 

From: Anshul Mathur 
Sent: February 4, 20111:15 PM 
To: Michael Killeavy; Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

*** CONFIDENTIAL AND WITHOUT PREJUDICE - PREPARED IN CONTEMPLATION OF LITIGATION *** 

See attached the Cost of Capital Models. I have put that in a power point to make it an easy read. 
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From: Michael Killeavy 
Sent: February 4, 201111:33 AM 
To: Anshul Mathur; Deborah Langelaan 
Subject: Re: Transcanada Energy Ltd Corporate Structure 

Thank you both. 

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.killeaw@powerauthoritv.on.ca 

From: Anshul Mathur 
Sent: Friday, February 04, 2011 11:32 AM 
To: Deborah Langelaan 
Cc: Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Thanks Deb. I found a bunch of information in their Financial Statements regarding Cost of Debt and Return on Equity 
(Targeted and Actual). I will be sending that out shortly. 

From: Deborah Langelaan 
Sent: February 4, 201111:31 AM 
To: Anshul Mathur 
Cc: Michael Killeavy 
Subject: Transcanada Energy Ltd Corporate Structure 

Anshul; 

Attached is a hodgepodge of corporate info on TCE. 

Deb 
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Aleksandar Kojic 

From: 
Sent: 
To: 

Michael Killeavy 
February 4, 20111:41 PM 
Deborah Langelaan 

Subject: RE: TransCanada Energy Ltd Corporate Structure 

Was my understanding correct about what TCE said? My notes say that 5.25% was a blended 
rate. 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
120 Adelaide St. West, Suite 160e 
Toronto, Ontario, MSH 1T1 
416-969-6288 (office) 
416-969-6e71 (fax) 
416-52e-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 

-----Original Message----
From: Deborah Langelaan 
Sent: Fri e4-Feb-11 1:39 PM 
To: Michael Killeavy; Anshul Mathur 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Yes, in TCE's Executive Summary that was submitted as part of their SW GTA Proposal they are 
quoted as saying ... "One hundred percent (1e0%) equity financing has been approved by 
TransCanada Corporation's Board of Directors." 

Deb 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 1:34 PM 
To: Anshul Mathur;. Deborah Langelaan 
Subject.: RE: TransCanada Energy Ltd Corporate Structure 

**** PRIVILEGED AND CONFIDENTIAL - PREPARED IN CONTEMPLATION OF LITIGATION *** 

This is good. I think the CAPM result is a bit low. I like the financial statement analysis 
value better. It seems intuitively right. 

Anshul, 

Now, the reason why I asked for this. At yesterday's meeting the TCE folks indicated that 
the 5.25% was a blended rate and that the residual value could be discounted at a higher 
value, but that in the end it was still $SeeM. I. have been thinking about this, and I don't 
see how the residual value could be discounted at a significantly higher discount rate, 
unless the contract cash.flows over the term were discounted dirt cheap, i.e., well below 
TCE's cost of capital. This doesn't make much sense to me. When you have some time, can you 

1 



please try a few model runs with the OGS model to see what the contract cash flows would need 
to be discounted at to still arrive at an NPV of %503M, if the residual cash flows were 
discounted at say 10%, 15% and 20%. Assume that the pre-COD CAPEX cash flows and contract 
cash flows are discounted at the same rate. 

Deb, 

I believe in the TCE proposal to the SWGTA RFP it said that the project would be funded 
entirely with equity. Is this correct? 

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-S20-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 

-----Original Message----
From: Anshul Mathur 
Sent: Fri 04-Feb-11 1:14 PM 
To: Michael Killeavy; Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

*** CONFIDENTIAL AND WITHOUT PREJUDICE - PREPARED IN CONTEMPLATION OF LITIGATION *** 

See attached the Cost of Capital Models. I have put that in a power point to make it an easy 
read. 

From: Michael Killeavy 
Sent: February 4, 2011 11:33 AM 
To: Anshul Mathur; Deborah Langelaan 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

Thank you both. 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
120 Adelaide St. West, Suite 1600 
Toronto, Ontario, MSH 1T1 

2 



416-969-6288 (office) 
416-969-6071 (fax) 
416-520-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 

From: Anshul Mathur 
Sent: Friday, February 04, 2011 11:32 AM 
To:· Deborah Langelaan 
Cc: Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Thanks Deb. I found a bunch of information in their Financial Statements regarding Cost of 
Debt and Return on Equity (Targeted and Actual). I will be sending that out shortly. 

From: Deborah Langelaan 
Sent: February 4, 2011 11:31 AM 
To: Anshul Mathur 
Cc: Michael Killeavy 
Subject: TransCanada Energy Ltd Corporate Structure 

Anshul; 

Attached is a hodgepodge of corporate info on TCE. 

Deb 
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Aleksandar Kojic 

From: 
Sent: 
To: 
Cc: 

Michael Killeavy 
February 4, 2011 1:43 PM 
Kevin Dick; Anshul Mathur 
Deborah Langelaan 

Subject: RE: TransCanada Energy Ltd Corporate Structure 

Thanks. I agree. The spreadsheet title we got from TCE refers to unlevered economics, I 
believe, which makes no sense if they claim they used a cost of capital of 5.25%. 

I'd be interested in seeing your equity valuation. 

BTW I screwed up on the disclaimer before - it should be "Privileged and Confidential -
Prepared in Contemplation of Litigation" 

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 

-----Original Message----
From: Kevin Dick 
Sent: Fri 04-Feb-11 1:40 PM 
To: Anshul Mathur 
Cc: Deborah Langelaan; Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

*** CONFIDENTIAL AND WITHOUT PREJUDICE - PREPARED IN CONTEMPLATION OF LITIGATION *** 

I get very similar numbers (bounded by Anshul's numbers). See below. I think we can safely 
say the enterprise WACC is in the range of 5.25%. I have done an equity valuation on TRP if 
you are interested. 

I still think the issue is that a project like this must have a return (un-levered) that is 
greater than 5.25% 

1 



Kevin 

From: Anshul Mathur 
Sent: February 4, 2011 1:16 PM 
To: Kevin Dick 
Subject: FW: TransCanada Energy Ltd Corporate Structure 

A fyi - I am getting some what different Cost of Capital numbers. 

From: Anshul Mathur 
Sent: February 4, 2011 1:15 PM 
To: Michael Killeavy; Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

*** CONFIDENTIAL AND WITHOUT PREJUDICE - PREPARED IN CONTEMPLATION OF LITIGATION *** 

See attached the Cost of Capital Models. I have put that in a power point to make it an easy 
read. 

From: Michael Killeavy 
Sent: February 4, 2011 11:33 AM 
To: Anshul Mathur; Deborah Langelaan 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

Thank you both. 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
120 Adelaide St. West, Suite 1600 
Toronto, Ontario, MSH 1T1 
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416-969-6288 (office) 
416-969-6071 (fax) 
416-520-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 

From: Anshul Mathur 
Sent: Friday, February 04, 2011 11:32 AM 
To: Deborah Langelaan 
Cc: Michael Killeavy 
Subject: RE: TransCanada Energy Lt·d Corporate Structure 

Thanks Deb. I found a bunch of information in their Financial Statements regarding Cost of 
Debt and Return on Equity (Targeted and Actual). I will be sending t~at out shortly. 

From: Deborah Langelaan 
Sent: February 4, 2011 11:31 AM 
To: Anshul Mathur 
Cc: Michael Killeavy 
Subject: TransCanada Energy Ltd Corporate Structure 

Anshul; 

Attached is a hodgepodge of corporate info on TCE. 

Deb 

3 





Aleksandar Kojic 

From: 
Sent: 
To: 

Deborah Langelaan 
February 4, 2011 1:49 PM 
Michael Killeavy 

Subject: RE: TransCanada Energy Ltd Corporate Structure 

I concur with your understanding. Terry Bennett stated the following ..• " they could use a 
higher discount rate for the back end but they would use a lower rate at the front end but 
the number stays at $S00MM. He further stated that ... "TCE uses a standardized discount rate 
across the board." 

Deb 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 1:41 PM 
To: Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Was my understanding correct about what TCE said? My notes say that 5.2S% was a blended 
rate. 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
120 Adelaide St. West, Suite 1608 
Toronto, Ontario, MSH 1T1 
416-969-6288 (office) 
416-969-6071 (fax) 
416-S20-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 

-----Original Message----
From: Deborah Langelaan 
Sent: Fri 04-Feb-11 1:39 PM 
To: Michael Killeavy; Anshul Mathur 
subject: RE: TransCanada Energy Ltd Corporate Structure 

Yes, in TCE's Executive Summary that was submitted as part of their SW GTA Proposal they are 
quoted as saying •.. "One hundred percent {180%) equity financing has been approved by 
TransCanada Corporation's Board of Directors." 

Deb 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 1:34 PM 
To: Anshul Mathur; Deborah Langelaan 
subject: RE: TransCanada Energy Ltd Corporate Structure 
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**** PRIVILEGED AND CONFIDENTIAL - PREPARED IN CONTEMPLATION OF LITIGATION *** 

This is good. 
value better. 

Anshul, 

I think the CAPM result is a bit low. 
It seems intuitively right. 

I like the financial statement analysis 

Now, the reason why I· asked for this. At yesterday's meeting the TCE folks indicated that 
the 5.25% was a blended rate and that the residual value could be discounted at a higher 
value, but that in the end it was still $500M. I have been thinking about this, and I don't 
see how the residual value could be discounted at a significantly higher discount rate, 
unless the contract cash flows over the term were discounted dirt cheap, i.e., well below 
TCE's cost of capital. This doesn't make much sense to me. When you have some time, can you 
please try a few model runs with the OGS model to see what the contract cash flows would need 
to be discounted at to still arrive at an NPV of %503M, if the residual cash flows were 
discounted at say 10%, 15% and 20%. Assume that the pre-COD CAPEX cash flows and contract 
cash flows are discounted at the same rate. 

Deb, 

I believe in the TCE proposal to the SWGTA RFP it said that the project would be funded 
entirely with equity. Is this correct? 

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 

-----Original Message----
From: Anshul Mathur 
Sent: Fri 04-Feb-11 1:14 PM 
To: Michael Killeavy; Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

*** CONFIDENTIAL AND WITHOUT PREJUDICE - PREPARED IN CONTEMPLATION OF LITIGATION *** 

See attached the Cost of Capital Models. I have put that in a power point to make it an easy 
read. 
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From: Michael Killeavy 
Sent: February 4, 2011 11:33 AM 
To: Anshul Mathur; Deborah Langelaan 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

Thank you both. 

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@powerauthoritv.on.ca 

From: Anshul Mathur 
Sent: Friday, February 04, 2011 11:32 AM 
To: Deborah Langelaan 
Cc: Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Thanks Deb. I found a bunch of information in their Financial Statements regarding Cost of 
Debt and Return on Equity (Targeted and Actual). I will be sending that out shortly. 

From: Deborah Langelaan 
Sent: February 4, 2011 11:31 AM 
To: Anshul Mathur 
Cc: Michael Killeavy 
Subject: TransCanada Energy ltd Corporate Structure 

Anshul; 

Attached is a hodgepodge of corporate info on TCE. 

Deb 
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Aleksandar Kojic 

From: 
Sent: 
To: 
Cc: 
Subject: 
Attachments: 

Kevin Dick 
February 4, 2011 1:51 PM 
Michael Killeavy; Anshul Mathur 
Deborah Langelaan 
RE: TransCanada Energy Ltd Corporate Structure 
20092007Statements_2.xlsx 

"Privileged and Confidential - Prepared in Contemplation of Litigation" 

Keep in mind this is a 2009 valuation. 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 1:43 PM 
To: Kevin Oick; Anshul Mathur 
Cc: Deborah Langelaan 
Subject: RE: TransCanada.Energy Ltd Corporate Structure 

Thanks. I agree. The spreadsheet title we got from TCE refers to unlevered economics, I 
believe, which makes no sense if they claim they used a cost of capital of 5.25%. 

I'd be interested in seeing your equity valuation. 

BTW I screwed up on the disclaimer before - it should be "Privileged and Confidential -
Prepared in Contemplation of Litigation" 

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 

-----Original Message----
From: Kevin Dick 
Sent: Fri 04-Feb-11 1:40 PM 
To: Anshul Mathur 
Cc: Deborah Langelaan; Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

*** CONFIDENTIAL AND WITHOUT PREJUDICE - PREPARED IN CONTEMPLATION OF LITIGATION *** 

I get very similar numbers (bounded by Anshul's numbers). See below. I think we can safely 
say the enterprise WACC is in the range of 5.25%. I have done an equity valuation on TRP if 
you are interested. 
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I still think the issue is that a project like this must have a return (un-levered) that is 
greater than 5.25% 

Kevin 

From: Anshul Mathur 
Sent: February 4, 2811 1:16 PM 
To: Kevin Dick 
Subject: FW: TransCanada Energy Ltd Corporate Structure 

A fyi - I am getting some what different Cost of Capital numbers. 

From: Anshul Mathur 
Sent: February 4, 2811 1:15 PM 
To: Michael Killeavy; Deborah Langelaan 
Subject: RE: Transcanada Energy Ltd Corporate Structure 

*** CONFIDENTIAL AND WITHOUT PREJUDICE - PREPARED IN CONTEMPLATION OF LITIGATION *** 

See attached the Cost of Capital Models. I have put that in a power point to make it an easy 
read. 

From: Michael Killeavy 
Sent: February 4, 2811 11:33 AM 
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To: Anshul Mathur; Deborah Langelaan 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

Thank you both. 

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: Anshul Mathur 
Sent: Friday, February 04, 2011 11:32 AM 
To: Deborah Langelaan 
Cc: Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Thanks Deb. I found a bunch of information in their Financial Statements regarding Cost of 
Debt and Return on Equity (Targeted and Actual). I will be sending that out shortly. 

From: Deborah Langelaan 
Sent: February 4, 2011 11:31 AM 
To: Anshul Mathur 
Cc: Michael Killeavy 
Subject: TransCanada Energy Ltd Corporate Structure 

Anshul; 

Attached is a hodgepodge of corporate info on TCE. 

Deb 
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b 0.279620853 b 0.279621 

1-b 0.720379147 1-b 0.720379 

k 7.24% k 7.24% 

g 3.05% g 5.74% 

Treiling P/E 17.72499906 P/E 50.68609 

Leading P/E 17.2 P/E 47.93566 

Given P/E P/E 17.2- 0.0000 

Trailing g 2.93% 

Leading g =(b-1)*E/P+k 3.05% 





Consolidated Income 
Year ended December 31 
{millions of dollars except per shore amounts) 2009 2008 2007 2006 2005 
Revenues 8966 8619 8828 7520 6124 
Operating and Other Expenses/(lncome) 
Plant operating costs and other 3367 3014 3030 2411 1825 
Commodity purchases resold 1511 1501 1901 1707 1232 
Other income -49 -38 -48 0 0 
Calpine bankruptcy settlements (Note 18) 0 -279 0 0 0 
Writedown of Broadwater LNG project costs (Note 7) 0 41 0 0 0 

4829 4239 4883 4118 3057 
Net Operating Income 4137 4380 3945 3402 3067 
Depreclation and amortization (Note 7) 1377 1247 1237 1059 1017 

2760 3133 2708 2343 2050 
Financial Charges/(lncome) 
Interest expense (Note 10) 954 943 943 825 836 
Interest expense of joint ventures (Note 11) 64 72 75 92 66 
Income from equity investments (Note 7) -33 -247 
Interest income and other -121 -54 -120 -123 -63 
Gains on sales of assets -23 -445 

897 961 898 738 147 
Income before Income Taxes and Non-Controlling Interests 1863 2172 1810 1605 1903 
Income Taxes (Note 19) 
Current 30 526 432 301 550 
Future 357 76 58 175 60 

·387 602 490 476 610 
Non-Controlling Interests (Note 15} 96 130 97 78 84 
Net Income 1380 1440 1223 1051 1209 
Net Income from Discontinued Operations 28 0 
Preferred Share Dividends (Note 17) 6 0 0 0 0 
Net Income Applicable to Common Shares 1374 1440 1223 1079 1209 
Net Income per Share (Note 16) 
Basic 2.11 2.53 2.31 2.21 2.49 
Diluted 2.11 2.52 2.3 2.2 2.47 





Consolidated Cash Flows 
Year ended December 31 
(millions of dollars) 2009 2008 2007 2006 2005 
Cash Generated from Operations 
Net income 1380 1440 1223 1079 1209 
Depreciation and amortization 1377 1247 1237 1059 1017 
Future income taxes {Note 19) 357 76 58 175 60 
Non·controlling interests (Note 15) 96 130 97 78 84 
Employee future benefits funding {in excess of)/lowerthan expense (Note 22) -111 17 43 -31 -9 
Writedown of Broadwater LNG project costs (Note 7) 0 41 0 0 
Other -19 70 -37 

3080 3021 2621 
(lncrease)/decrease in operating working capital (Note 23) -90 135 63 -303 -49 
Net cash provided by operations 2990 3156 2684 2075 1902 
Investing Activities 
Capital expenditures -5417 -3134 -1651 -1572 -754 
Acquisitions, net cash acquired (Note 9) -902 -3229 -4223 -470 -1317 
Disposition of assets, net of current income taxes (Note 9) 0 28 35 23 671 
Deferred amounts and other -594 -484 -188 -97 64 
Net cash used In Investing activities -6913 -6819 -6027 ·2116 -1336 

Financing Activities 
Dividend on common and preferred shares (Notes 16 and 17) -728 -577 -546 -617 -586 
Distributions paid to non-controlling Interests -100 -141 -88 -72 -74 
Notes payable (repaid)/issued, net (Note 20) -244 1293 -46 -495 416 
long·term debt issued, net of issue costs (Note 10) 3267 2197 2616 2107 799 
Reduction of long-term debt -1005 -840 -1088 -729 -1113 
Long-term debt of joint ventures issued (Note 11) 226 173 142 56 38 
Reduction of long-term debt of joint ventures -246 -120 -157 -70 -80 
Common shares issued, net of issue costs (Note 16) 1820 2384 1711 39 44 
Preferre~ shares issues, net of issue costs (Note 17) 539 0 0 0 0 
Partnership units of subsidiary issued, net of issue costs (Note 9) 193 0 348 0 0 
Junior subordinated notes issued, net of issue costs (Note 12) 0 0 1094 0 0 
Preferred securities redeemed 0 0 -488 0 0 
Net cash provided by financing activities 3722 4369 3498 219 -556 
Effect of Foreign Exchange Rate Changes on Cash and Cash Equivalents -110 98 -50 9 11 
(Decrease)/lncrease in Cash and Cash Equivalents -311 804 105 187 21 
Cash and Cash Equivalents. 
Beginning of year 1308 504 399 212 191 
Cash and Cash Equivalents 
End of year 997 1308 504 399 212 





Dec~31 

(Millions of dollars) 2009 2008 2007 2006 2005 
Assets 
Current Assets 
Cash and Cash Equivalents 997 1308 504 399 212 191 
Accounts receivable 966 1280 1116 1004 796 616 
Inventories 511 489 497 392 281 174 
Other 701 523 188 297 277 120 

3175 3600 2305 2092 1566 1101 
Plant property and Equipment {Note 5) 32879 29189 23452 21487 20038 18764 
long Term Investments 63 71 400 1098 
Goodwill (Note 6) 3763 4397 2633 281 57 
Regulatory Assets (Note 14) 1524 201 0 0 0 
Intangibles and Other Assets (Note 7) 2500 2027 1877 1978 2052 1459 

43841 39414 30330 25909 24113 
liabilities and Shareholders Equity 
Current ~iabilities 
Notes Payable (Note 20) 1687 1702 421 467 962 546 
Account payable 2195 2110 1767 1500 .1494 1135 
Accrued interest 377 359 261 264 222 214 
Current portion of long-term debt {Note 10) 478 786 556 616 393 774 
Current portion of long~term debt of joint ventures (Note 11) 212 207 30 142 41 85 

4949 5164 3035 2989 3112 2754 
Regulatory liabilities (Note.14) 385 317 0 0 0 
Deferred Amounts {Note 13) 743 1168 1107 1029 1196 783 
Future Income Taxes (Note 19) 2856 1223 1179 876 703 509 
long~ Term Debt (Note 10) 16186 15368 12377 10887 9640 9749 
long~ Term Debt of Joint Ventures (Note 11) 753 869 873 1136 937 808 
Junior Subordinated Notes (Note 12) 1036 1213 975 0 0 
Preferred Securities 536 536 554 

26908 25322 19546 17453 16124 15157 
Non~Controlling Interests (Note 15) 1174 1194 999 755 783 700 
Shareholders' Equity 15759 12898 9785 7701 7206 6565 

43841 39414 30330 25909 24113 22422 

Commitments, Contigencies and Guarantees {Note 24) 

·-· . -:;:=-. 
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consolidated comprehensive Income 
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Year. Ended December 31 
(mill:ions of dollars)· 
Net.Jncome 
ather Compehensi~e (Loss)/lncome, Net of Income Taxes 
Change in foreign cUrrency translation gains and loss on investments in foreign operations 
Cha.~ge in gains an~ losses on hedges of investments in foreign operations 
Chailge in gains and losses on derivative instruments designated as cash flow hedges 
Recl~ssification to ~et income of gains and losses on derivative instruments designated as cash flow hedges pertaining to prior periods 
Cha:~ge in gains an91osses on available-for-sale financial instruments 
Other Comprehens1,ve (Loss)/lncome 
co~prehensive I ncb me 

!! ! 

2009 

1380 

-471 
258 
77 

-24 

0 
-160 
1220 

2008 2007 2006 2005 

1440 1223 1079 1209 

571 -350 6 -34 
-589 79 -6 15 

-60 42 0 0 
-23 42 0 0 

2 0 0 0 
-99 -187 0 -19 

1341 1036 1079 1190 
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Currency T1 Cash Flow I Total 

Balance at January 1, 2007 (90) (90) 

Transition adjustment resulting from adopting new financial instrUI -

Change in foreign currency translation gains and losses on investm (350) 

Change in gains and losses on hedges of investments in foreign opE 79 

Change in gains and losses on derivative instruments designated a: -

Reclassification to net income of gains and losses on derivative ins· -

Balance at December 31, 2007 (361) 

Change in foreign currency translation gains and losses on investm 571 

Change in gains and losses on hedges of investments in foreign opE (589) 

Change in gains and losses on derivative instruments designated a: -

Reclassification to net income of gains and losses on derivative instrur -

Change in gains and losses on available-for-sale financial instruments( -

Balance at December 31, 2008 (379) 

Change in foreign currency translation gains and losses on investment {471) 

Change in gains and losses on hedges of investments in foreign opera1 258 

Change in gains and losses on derivative instruments designated as ca -

Reclassification to net income of gains and losses on derivative inst -

Balance at December 31, 2009 -592 

(96) 

42 

42 

(12) 

(60) 

(23) 

2 

(93) 

77 

(24) 

-40 

(96). 

(350) 

79 

42 

42 

(373) 

571 

(589) 

(60) 

(23) 

2 

(472) 

(471) 

258 

77 

(24) 

-632 
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Year ended December 31 
(millions of dollars) 2009 2,008 2007 2006 2005 
Common Shares 
Balance at the beginning of the year 9264 6,662 4794 4755 4711 
Proceeds from shares issued under public offering. net of issue costs (Note 16) 1,792 2,363 16B3 0 0 
Shares issued under dividend reinvestment plan (Note 16) 254 218 157 0 0 
Proceeds from shares issued on exercise of stock options (Note 16) 28 21 28 39 44 
Balance at end of year 11338 9264 6662 4794 4755 

Preferred Shares 
Balance at beginning of year 0 0 0 0 0 
Proceeds from shares issued under public offering, net of issue costs (Note 17) 539 0 0 0 0 
Balance at end of year 539 0 0 0 0 

Contributed Surplus 
Balance at beginning of year 279 276 273 272 270 
Increased ownership in PipeUnes LP (Note 9) 47 0 0 0 0 
Issuance of stock options {Note 16) 2 3 3 1 2 
Balance at end of year 328 279 276 273 272 

Retained Earnings 
Balance at beginning of year 3827 3,220 2724 2269 1655 
Net income 1,380 1,440 1223 1079 1209 

Common share dividends -1,015 -833 -731 -624 -595 
Preferred share dividends (Note 17) -6 0 0 0 0 
Transition adjustment resulting from adopting new financial instruments accounting standards 0 0 4 0 0 
Balance at end of year 4186 3827 3220 2724 2269 

Accumulated Other Comprehensive Income 
Balance at beginning of year -472 -373 -90 -90 -71 

Other comprehensive (loss)/income -160 -99 -187 0 -19 

Transition adjustment resulting from adopting new financial instruments accounting standards 0 0 -96 0 0 
Balance at end of year -632 -472 -373 -90 -90 

3554 3355 2847 2634 2179 
Total Shareholders' Equity 15759 12898 9785 7701 7206 

The accompanying notes to the consolidated financial statements are an integral part of these statements. 
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2009 2008 2007 2006 2005 Average 
Standard 
Deviation 

1 Operating Income /Revenue 0.461 0.508 0.447 0.452 0.501 0.474 0.028 
2 Depreciation /Revenue 0.154 0.145 0.140 0.141 0.166 0.149 0.011 

3 Tax /Revenue 0.043 0.070 0.056 0.063 0.100 0.066 0.021 
4 Net Working Capital adjusted for Cash, MS and NP /Revenue -0.121 -0.136 -0.092 -0.110 -0.130 -0.118 0.017 
5 Net Fixed Asset /Revenue 3.667 3.387 2.657 2.857 3.272 3.168 0.408 
6 WC!nv /Revenue -0.024 0.006 -0.018 0.039 0.013 0.003 0.025 

7 Interest Expense /Revenue 0.106 0.109 0.107 0.110 0.137 0.114 0.013 

4yr 4yr 5yr 

Growth Growth Growth 

Growth Rates 
Rate 06-09 Rate 05-08 Rate 05-09 

Basic Earnings Per Share 2.110 2.530 2.310 2.210 2.490 2.330 0.179 ~1.151% 0.399% 
Dividends 1.520 1.440 1.360 1.280 1.220 1.364 0.120 4.390% 4.232% 
Revenue 8966 8619 8828 7520 6124 8011 1199 4.495% 8.919% 

Rxed Asset 32879 29189 23452 21487 20038 25409 5435 11.221% 9.860% 10.411% 

Fixed Asset Growth 12.64% 24.46% 9.15% 7.23% 13.37%· 

.. :J 
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WACC 5.98% 
Base Year 2009 Terminal Value 

2009 2010 2011 2012 2013 2014 2015 
Revenue 4.5% 8966 9369 9790 10230 10690 11171 11673 
Operating Income 47.4% of Revenue 4440 4640 4848 5066 5294 5532 
Less Depreciation 14.9% of Revenue 1396 1459 1525 1593 1665 1740 
Pretax Profit 3044 3181 3324 3473 3629 3792 
Less Taxes 6.63% of Revenue 1396 1459 1525 1593 1665 1740 
Nl 1647 1721 1799 1880 1964 2052 
Depreciation 1396 1459 1525 1593 1665 1740 
Operating Cash Flows 3044 3181 3324 3473 3629 3792 
Less Change in Net Working Capital 0.003039567 of Revenue -28 -30 -31 -32 -34 -35 
less Change in Fixed Assets 3.167913797 of Revenue -2378 -2549 -2734 -2932 -3144 t~J~~~~~Jj~~~~ 
lnt 0.11377003 of Revenue 1066 1114 1164 1216 1271 1328 
lnt * (1- average 5 yrtax rate) 0.3134 732 765 799 835 873 912 

Free Cash Flows 1370 1366 1358 1344 1324 1525 
Present Value at 43569 1292 1216 1141 1065 990 37864 

Working Capital at 1,084 1,056 1,026 995 962 928 

Fixed Assets at 32,879 35,257 37,806 40,540 43,471 46,615 

Inflation Rate 3.05% 

Corporate Value 43569 
Long term debt 18665 
Preferred equity 539 

Common Equity 24365 
Shares oUtstanding 684,400,000 

Share Price 35.60 
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WACC 5.98% 
Base Year 2009 Terminal Value 

2009 2010 2011 2012 2013 2014 2015 
Revenue 4.5% 8966 9369 9790 10230 10690 11171 11673 
Operating Income 47.4% of Revenue 4440 4640 4848 5066 5294 5532 
Less Depreciation 14.9% of Revenue 1396 1459 1525 1593 1665 1740 
Pretax Profit 3044 3181 3324 3473 3629 3792 
Less Taxes 6.63% of Revenue 1396 1459 1525 1593 1665 1740 
Nl 1647 1721 1799 1880 1964 2052 
Depreciation 1396 1459 1525 1593 1665 1740 
Operating Cash Flows 3044 3181 3324 3473 3629 3792 
Less Change in Net Working Capital 0.003039567 of Revenue -28 -30 -31 -32 -34 -35 
Less Change in Fixed Assets 3.167913797 of Revenue -2378 -2549 -2734 -2932 -3144 ::B{~::it~~~~~~ 
lnt 0.11377003 of Revenue 1066 1114 1164 1216 1271 1328 
Jnt * (1- average 5 yrtax rate) 0.3134 732 765 799 835 873 912 

Free Cash Flows 1370 1366 1358 1344 1324 1525 

Present Value at 43569 1292 1216 1141 1065 990 37864 

Working Capita! at 1,084 1,056 1,026 995 962 928 

Fixed Assets at 32,879 35,257 37,806 40,540 43,471 46,615 

Inflation Rate 3.05% 

Corporate Value 43569 
Long term debt 18665 

Preferred equity 539 

Common Equity 24365 
Shares outstanding 684,400,000 

Share Price 35.60 



I 

I 

I 

I 



long Term Debt 

pg 126 of 2009 statements 

Average Debt Cost 

Cost of Equity Using CAPM 

Cost of Preferred Equity 

Total 

Tax Rate 

WACC 

Preferred Dividend 

Preferred Stock Price 

6.73% 

7.24% 

17.60% 

0.31 

. 5.98% 

1.1 

25 

18,665.00 

15,220.00 

539.00 

34,424.00 

54.22% 

44.21% 

1.57% 

100% 
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' 
' 

Net Income 
NCC =Depreciation 
Interest 
Interest$ 

Tax Rate 
Change in Fixed Capital Investment 
Change in Working Capital Investment 

FCFF 

2009 2008 
1380 1440 

1377 1247 
5.11% 5.11% 

954 943 

0.29 0.295 

5067 6984 
-217 50 

-1415.66 -3682.19 

2007 2006 2005 
1223 1051 1209 
1237 1059 1017 

6.37% 6.45% 7.59% 
943 825 836 

0.321 0.325 0.336 pg 140 200 pg 109 2006 Statement 
3202 2508 2291 
-156 291 77 

54.297 -132.125 413.104 





Decrease/(increase) in accounts receivable (197) 51 314 -197 51 
(lncrease)/decrease in inventories 82 (6) -19 82 -6 
(lncrease)/decrease in other current assets (61) 33 -249 -61 33 
(Decrease)/increase in accounts payable 213 (6) -154 213 -6 
Increase/( decrease) in accrued interest 98 (9) 18 98 -9 
(lncrease)/Decrease in Operating Working Capital135 63 -90 135 63 -506 78 

-394 -177 -227 -71 -362 
-217 so -156 291 -362 

-1302.2 -1774 -1564 -730 -897 -1546 
2009 2008 2007 2006 2005 

AR -314 164 112 208 180 

lnv 22 -8 105 111 107 

Other 178 335 -109 20 157 

AP 85 343 267 6 359 

AI 18 98 -3 42 8 
9 -217 so -156 291 77 

0.00304 -0.024203 0.005801 -0.017671 0.038697 0.012573 
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TransCanada Dividend 

ke 7.24% WACC 7.24% WACC 7.24% WACC 7.24% 
Do 1.52 Do 1.52 Do 1.52 Do 1.52 
g 3.05% g 5.74% g 2.93% g 3.05% 

Value 37.400 Value 106.948 Value 36.292 Value 37.400 

EPS 2009 2.11 2.03 EPS 2009 2.11 2.03 EPS 2009 2.11 2.03 EPS 2009 2.11 2.03 

P/E 17.2 P/E 17.2 P/E 17.2 P/E 17.2 
Dividend 1.52 Dividend 1.52 Dividend 1.52 Dividend 1.52 

RR 0.280 0.251 RR 0.280 0.251 RR 0.280 0.251 RR 0.280 0.251 
DPR 0.720 0.749 DPR 0.720 0.749 DPR 0.720 0.749 DPR 0.720 0.749 

v 37.400 37.400 v 106.948 106.948 v 36.292 36.292 v 37.400 37.400 
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Aleksandar Kojic 

From: 
Sent: 
To: 

Michael Killeavy 
February 4, 2011 1:52 PM 
Kevin Dick 

Subject: Re: TransCanada Energy Ltd Corporate Structure 

Thank you, sir. 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
128 Adelaide St. West, Suite 1688 
Toronto, Ontario, M5H 1T1 
416-969-6288 (office) 
416-969~6871 (fax) 
416-528-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 

Original Message 
From: Kevin Dick 
Sent: Friday, February 84, 2811 81:51 PM 
To: Michael Killeavy; Anshul Mathur 
Cc: Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

"Privileged and Confidential - Prepared in Contemplation of Litigation" 

Keep in mind this is a 2889 valuation. 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2811 1:43 PM 
To: Kevin Dick; Anshul Mathur 
Cc: Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Thanks. I agree. The spreadsheet title we got from TCE refers to unlevered economics, I 
believe, which makes no sense if they claim they used a cost of capital of 5.25%. 

I'd be interested in seeing your equity valuation. 

BTW I screwed up on the disclaimer before - it should be "Privileged and Confidential -
Prepared in Contemplation of Litigation" 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
128 Adelaide St. West, Suite 1688 
Toronto, Ontario, M5H 1T1 
416-969-6288 (office) 
416-969-6871 (fax) 
416-528-9788 (cell) 
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Michael.killeavy@powerauthority.on.ca 

-----Original Message----
From: Kevin Oick 
Sent: Fri 04-Feb-11 1:40 PM 
To: Anshul Mathur 
Cc: Deborah Langelaan; Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

*** CONFIDENTIAL AND WITHOUT PREJUDICE - PREPARED IN CONTEMPLATION OF LITIGATION *** 

I get very similar numbers (bounded by Anshul's numbers). See below. I think we can safely 
say the enterprise WACC is in the range of 5.25%. I have done an equity valuation on TRP if 
you are interested. 

I still think the issue is that a project like this must have a return (un-levered) that is 
greater than 5.25% 

Kevin 

From: Anshul Mathur 
Sent: February 4, 2011 1:16 PM 
To: Kevin Dick 
Subject: FW: TransCanada Energy Ltd Corporate Structure 

A fyi - I am getting some what different Cost of Capital numbers. 

From: Anshul Mathur 
Sent: February 4, 2011 1:15 PM 
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To: Michael Killeavy; Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

*** CONFIDENTIAL AND WITHOUT PREJUDICE - PREPARED IN CONTEMPLATION OF LITIGATION *** 

See attached the Cost of Capital Models. I have put that in a power point to make it an easy 
read. 

From: Michael Killeavy 
Sent: February 4, 2011 11:33 AM 
To: Anshul Mathur; Deborah Langelaan 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

Thank you both. 

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: Anshul Mathur 
Sent: Friday, February 04, 2011 11:32 AM 
To: Deborah Langelaan 
Cc: Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Thanks Deb. I found a bunch of information in their Financial Statements regarding Cost of 
Debt and Return on Equity (Targeted and Actual). I will be sending that out shortly. 

From: Deborah Langelaan 
Sent: February 4, 2011 11:31 AM 
To: Anshul Mathur 
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Cc: Michael Killeavy 
Subject: TransCanada Energy Ltd Corporate Structure 

Anshul; 

Attached is a hodgepodge of corporate info on TCE. 

Deb 
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Aleksandar Kojic 

From: 
Sent: 
To: 

Michael Killeavy 
February 4, 2011 1:53 PM 
Deborah Langelaan 

Subject: Re: TransCanada Energy Ltd Corporate Structure 

But the OGS financial model we got from TCE refers to "unlevered economics", doesn't it? 

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 

Original Message ----
From: Deborah Langelaan 
Sent: Friday, February 04, 2011 01:49 PM 
To: Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

I concur with your understanding. Terry Bennett stated the following ... " they could use a 
higher discount rate for the back end but they would use a lower rate at the front end but 
the number stays at $500MM. He further stated that ... "TCE uses a standardized discount rate 
across the board." 

Deb 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 1:41 PM 
To: Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Was my understanding correct about what TCE said? My notes say that 5.25% was a blended 
rate. 

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 
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-----Original Message----
From: Deborah Langelaan 
Sent: Fri 04-Feb-11 1:39 PM 
To: Michael Killeavy; Anshul Mathur 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Yes, in TCE's Executive Summary that was submitted as part of their SW GTA Proposal they are 
quoted as saying .•. "One hundred percent (100%) equity financing has been approved by 
TransCanada Corporation's Board of Directors." 

Deb 

-----Original Message----
From: Mi"chael Killeavy 
Sent: February 4, 2011 1:34 PM 
To: Anshul Mathur; Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

**** PRIVILEGED AND CONFIDENTIAL - PREPARED IN CONTEMPLATION OF LITIGATION *** 

This is good. 
value better. 

Anshul, 

I think the CAPM result is a bit low. 
It seems intuitively right .. 

I like the financial statement analysis 

Now, the reason why I asked for this. At yesterday's meeting the TCE folks indicated that 
the 5.25% was a blended rate and that the residual value could be discounted at a higher 
value, but that in the end it was still $500M. I have been thinking about this, and I don't 
see how the residual value could be discounted at a significantly higher discount rate, 
unless the contract cash flows over the term were discounted dirt cheap, i.e., well below 
TCE's cost of capital. This doesn't make much sense to me. When you have some time, can you 
please try a few model runs with the OGS model to see what the contract cash flows would need 
to be discounted at to still arrive at an NPV of %503M, if the residual cash flows were 
discounted at say 10%, 15% and 20%. Assume that the pre-COD CAPEX cash flows and contract 
cash flows are discounted at the same rate. 

Deb, 

I believe in the TCE proposal to the SWGTA RFP it said that the project would be funded 
entirely with equity. Is this 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 
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-----Original Message----
From: Anshul Mathur 
Sent: Fri 84-Feb-11 1:14 PM 
To: Michael Killeavy; Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

*** CONFIDENTIAL AND WITHOUT PREJUDICE - PREPARED IN CONTEMPLATION OF LITIGATION *** 

See attached the Cost of Capital Models. I have put that in a power point to make it an easy 
read. 

From: Michael Killeavy 
Sent: February 4, 2811 11:33 AM 
To: Anshul Mathur; Deborah Langelaan 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

Thank you both. 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
128 Adelaide St. West, Suite 1688 
Toronto, Ontario, MSH 1T1 
416-969-6288 (office) 
416-969-6871 (fax) 
416-528-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 

From: Anshul Mathur 
Sent: Friday, February 84, 2811 11:32 AM 
To: Deborah Langelaan 
Cc: Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Thanks Deb. I found a bunch of information in their Financial Statements regarding Cost of 
Debt and Return on Equity (Targeted and Actual). I will be sending that out shortly. 
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From: Deborah Langelaan 
Sent: February 4, 2011 11:31 AM 
To: Anshul Mathur 
Cc: Michael Killeavy 
Subject: TransCanada Energy Ltd Corporate Structure 

Anshul; 

Attached is a hodgepodge of corporate info on TCE. 

Deb 
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Aleksandar Kojic 

From: 
Sent: 
To: 

Deborah Langelaan 
February 4, 2011 1:59 PM 
Michael Killeavy 

Subject: RE: TransCanada Energy Ltd Corporate Structure 

Yes, it's explicitly stated at the top of the spreadsheet (TransCanada Oakville GS -
Unlevered Economics (July 8, 2669)) and the subject line in the cover letter that was sent 
along with the spreadsheet is as follows: 

"Re: TransCanada Base Oakville Generating Station Unlevered Economics" 

Unlevered definition: Refers to the calculation of cash flow without the effects of debt 
financing (e.g., no interest expense, issuance or repayment of debt). 

Deb 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 1:53 PM 
To: Deborah Langelaan 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

But the OGS financial model we got from TCE refers to "unlevered economics", doesn't it? 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
120 Adelaide St. West, Suite 1666 
Toronto, Ontario, M5H 1T1 
416-969-6288 (office) 
416-969-6071 (fax) 
416-520-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 

Original Message ----
From: Deborah Langelaan 
Sent: Fr.iday, February 04, 2611 01:49 PM 
To: Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

I concur with your understanding. Terry Bennett stated the following •.. " they could use a 
higher discount rate for the back end but they would use a lower rate at the front end but 
the number stays at $.566MM. He further stated that ... "TCE uses a standardized discount rate 
across the board." 

Deb 

-----Original Message----
From: Michael Killeavy 
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Sent: February 4, 2011 1:41 PM 
To: Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Was my understanding correct about what TCE said? My notes say that 5.25% was a blended 
rate. 

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 

-----Original Message----
From: Deborah Langelaan 
Sent: Fri 04-Feb-11 1:39 PM 
To: Michael Killeavy; Anshul Mathur 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Yes, in TCE's Executive Summary that was submitted as part of their SW GTA Proposal they are 
quoted as saying ... "Dne hundred percent (100%) equity financing has been approved by 
TransCanada Corporation's Board of Directors." 

Deb 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 1:34 PM 
To: Anshul Mathur; Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

**** PRIVILEGED AND CONFIDENTIAL - PREPARED IN CONTEMPLATION OF LITIGATION *** 

This is good. I think the CAPM result is a bit low. I like the financial statement analysis 
value better. It seems intuitively right. 

Anshul, 

Now, the reason why I asked for this. At yesterday's meeting the TCE folks indicated that 
the 5.25% was a blended rate and that the residual value could be discounted at a higher 
value, but that in the. end it was still $500M. I have been thinking about this, and I don't 
see how the residual value could be discounted at a significantly higher discount rate, 
unless _the contract cash flows over the term were discounted dirt cheap, i.e., well below 
TCE's cost of capital. This doesn't make much sense to me. When you have some time, can you 
please try a few model runs with the OGS model to see what the contract cash flows would need 
to be discounted at to still arrive at an NPV of %503M, if the residual cash flows were 
discounted at say 10%, 15% and 20%. Assume that the pre-COD CAPEX cash flows and contract 
cash flows are discounted at the same rate. 
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Deb, 

I believe in the TCE proposal to the SWGTA RFP it said that the project would be funded 
entirely with equity. Is this correct? 

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 

-----Original Message----
From: Anshul Mathur 
Sent: Fri 04-Feb-11 1:14 PM 
To: Michael Killeavy; Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

*** CONFIDENTIAL AND WITHOUT PREJUDICE - PREPARED IN CONTEMPLATION OF LITIGATION *** 

See attached the Cost of Capital Models. I have put that in a power point to make it an easy 
read. 

From: Michael Killeavy 
Sent: February 4, 2011 11:33 AM 
To: Anshul Mathur; Deborah Langelaan 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

Thank you both. 

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 
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From: Anshul Mathur 
Sent: Friday, February 04, 2011 11:32 AM 
To: Deborah Langelaan 
Cc: Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Thanks Deb. I found a bunch of information in their Financial Statements. regarding Cost of 
Debt and Return on Equity (Targeted and Actual). I will be sending that out shortly. 

From: Deborah Langelaan 
Sent: February 4, 2011 11:31 AM 
To: Anshul Mathur 
Cc: Michael Killeavy 
Subject: TransCanada Energy Ltd Corporate Structure 

Anshul; 

Attached is a hodgepodge of corporate info on TCE. 

Deb 
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Aleksandar Kojic 

From: 
Sent: 
To: 

Michael Killeavy 
February 4, 2011 2:11 PM 
Deborah Langelaan 

Subject: Re: TransCanada Energy Ltd Corporate Structure 

Yep. So, they're saying their cost of equity is 5.25 percent? 

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 

Original Message ----
From: Deborah Langelaan 
Sent: Friday, February 04, 2011 01:59 PM 
To: Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Yes, it's explicitly stated at the top of the spreadsheet (TransCanada Oakville GS -
Unlevered Economics (July 8, 2009)) and the subject line in the cover letter that was sent 
along with the spreadsheet is as follows: 

"Re: TransCanada Base Oakville Generating Station Unlevered Economics" 

Unlevered definition: Refers to the calculation of cash flow without the effects of debt· 
financing (e.g., no interest expense, issuance or repayment of debt). 

Deb 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 1:53 PM 
To: Deborah Langelaan 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

But the OGS financial model we got from TCE refers to "unlevered economics", doesn't it? 

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) 
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416-520-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 

Original Message ----
From: Deborah Langelaan 
Sent: Friday, February 04, 2011 01:49 PM 
To: Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

I concur wit~ your understanding. Terry Bennett stated the following ..• " they could use a 
higher discount rate for the back end but they would use a lower rate at the front end but 
the number stays at $500MM. He further stated that ... "TCE uses a standardized discount rate 
across the board." 

Deb 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 1:41 PM 
To: Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Was my understanding correct about what TCE said? My notes say that 5.25% was a blended 
rate. 

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 

-----Original Message----
From: Deborah Langelaan 
Sent: Fri 04-Feb-11 1:39 PM 
To: Michael Killeavy; Anshul Mathur 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Yes, in TCE's Executive Summary that was submitted as part of their SW GTA Proposal they are 
quoted as saying •.. "One hundred percent (100%) equity financing has been approved by 
TransCanada Corporation's Board of Directors." 

Deb 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 1:34 PM 
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To: Anshul Mathur; Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

**** PRIVILEGED AND CONFIDENTIAL - PREPARED IN CONTEMPLATION OF LITIGATION *** 

This is good. I think the CAPM result is a bit low. I like the financial statement analysis 
value better. It seems intuitively right. 

Anshul, 

Now, the reason why I asked for this. At yesterday's meeting the TCE folks indicated that 
the 5.25% was a blended rate and that the residual value could be discounted at a higher 
value, but that in the end it was still $seeM. I have been thinking about this, and I don't 
see how the residual value could be discounted at a significantly higher discount rate, 
unless the contract cash flows over the term were discounted dirt cheap, i.e., well below 
TCE's cost of capital. This doesn't make much sense to me. When you have some time, can you 
please try a few model runs with the OGS model to see what the contract cash flows would need 
to be discounted at to still arrive at an NPV of %Se3M, if the residual cash flows were 
discounted at say le%, 15% and 2e%. Assume that the pre-COD CAPEX cash flows and contract 
cash flows are discounted at the same rate. 

Deb; 

I believe in the TCE proposal to the SWGTA RFP it said that the project would be funded 
entirely with equity. Is this correct? 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
12e Adelaide St. West, Suite 16ee 
Toronto, Ontario, MSH 1T1 
416-969-6288 (office) 
416-969-6071 (fax) 
416-520-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 

-----Original Message----
From: Anshul Mathur 
Sent: Fri e4-Feb-11 1:14 PM 
To: Michael Killeavy; Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

*** CONFIDENTIAL AND WITHOUT PREJUDICE - PREPARED IN CONTEMPLATION OF LITIGATION *** 

See attached the Cost of Capital Models. I have put that in a power point to make it an easy 
read. 
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From: Michael Killeavy 
Sent: February 4, 2011 11:33 AM 
To: Anshul Mathur; Deborah Langelaan 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

Thank you both. 

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: Anshul Mathur 
Sent: Friday, February 04, 2011 11:32 AM 
To: Deborah Langelaan 
Cc: Michael Killeavy 
Subject; RE: TransCanada Energy Ltd Corporate Structure 

Thanks Deb. I found a bunch of information in their Financial Statements regarding Cost of 
Debt and Return on Equity (Targeted and Actual). I will be sending that out shortly. 

From: Deborah Langelaan 
Sent: February 4, 2011 11:31 AM 
To: Anshul Mathur 
Cc: Michael Killeavy 
Subject; TransCanada Energy Ltd Corporate Structure 

Anshul; 

Attached is a hodgepodge of corporate info on TCE. 

Deb 
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Aleksandar Kojic 

From: 
Sent: 
To: 

Deborah Langelaan 
February4,20112:16 PM 
Michael Killeavy 

Subject: RE: TransCanada Energy Ltd Corporate Structure 

Seems to be - it's a bit of a head scratcher. 

Deb 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2e11 2:11 PM 
To: Deborah Langelaan 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

Yep. So, they're saying their cost of equity is 5.25 percent? 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
12e Adelaide st. West, Suite 16ee 
Toronto, Ontario, M5H 1T1 
416-969-6288 (office) 
416-969-6e71 (fax) 
416-52e-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 

Original Message ----
From: Deborah Langelaan 
Sent: Friday, February e4, 2e11 e1:59 PM 
To: Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Yes, it's explicitly stated at the top of the spreadsheet (TransCanada Oakville GS
Unlevered Economics (July 8, 2ee9)) and the subject line in the cover letter that was sent 
along with the spreadsheet is as follows: 

"Re: TransCanada Base Oakville Generating Station Unlevered Economics" 

Unlevered definition: Refers to the calculation of cash flow without the effects of debt 
financing (e.g., no interest expense, issuance or repayment of debt). 

Deb 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2e11 1:53 PM 
To: Deborah Langelaan 
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Subject: Re: Transcanada Energy Ltd Corporate Structure 

But the OGS financial model we got from TCE refers to "unlevered economics", doesn't it? 

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 

Original Message ----
From: Deborah Langelaan 
Sent: Friday, February 04, 2011 01:49 PM 
To: Michael Killeavy 
Subject: RE: Transcanada Energy Ltd Corporate Structure 

I concur with your understanding. Terry Bennett stated the following ... " they could use a 
higher discount rate for the back end but they would use a lower rate at the front end but 
the number stays at $500MM. He further stated that ... "TCE uses a standardized discount rate 
across the board." 

Deb 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 1:41 PM 
To: Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Was my understanding correct about what TCE said? My notes say that 5.25% was a blended 
rate. 

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 

-----Original Message----
From: Deborah Langelaan 
Sent: Fri 04-Feb-11 1:39 PM 
To: Michael Killeavy; Anshul Mathur 
Subject: RE: Transcanada Energy Ltd Corporate Structure 
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Yes, in TCE's Executive Summary that was submitted as part of their SW GTA Proposal they are 
quoted as saying •.. "One hundred percent (11313%) equity financing has been approved by 
TransCanada Corporation's Board of Directors." 

Deb 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 21311 1:34PM 
To: Anshul Mathur; Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

**** PRIVILEGED AND CONFIDENTIAL - PREPARED IN CONTEMPLATION OF LITIGATION *** 

This is good. I think the CAPM result is a bit low. I like the financial statement analysis 
value better. It seems intuitively right. 

Anshul, 

Now, the reason why I asked for this. At yesterday's meeting the TCE folks indicated that 
the 5.25% was a blended rate and that the residual value could be discounted at a higher 
value, but that in the end it was still $51313M. I have been thinking about this, and I don't 
see how the residual value could be discounted at a significantly higher discount rate, 
unless the contract cash flows over the term were discounted dirt cheap, i.e., well below 
TCE's cost of capital. This doesn't make much sense to me. When you have some time, can you 
please try a few model runs with the OGS model to see what the contract cash flows would need 
to be discounted at to still arrive at an NPV of %5133M, if the residual cash flows were 
discounted at say 113%, 15% and 213%. Assume that the pre-COD CAPEX cash flows and contract 
cash flows are discounted at the same rate. 

Deb, 

I believe in the TCE proposal to the SWGTA RFP it said that the project would be funded 
entirely with equity. Is this correct? 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
ontario Power Authority 
1213 Adelaide St. West, Suite 161313 
Toronto, Ontario, M5H 1T1 
416-969-6288 (office) 
416-969-61371 (fax) 
416-5213-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 

-----Original Message----
From: Anshul Mathur 
Sent: Fri 134-Feb-11 1:14 PM 
To: Michael Killeavy; Deborah Langelaan 
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Subject: RE: TransCanada Energy Ltd Corporate Structure 

*** CONFIDENTIAL AND WITHOUT PREJUDICE - PREPARED IN CONTEMPLATION OF LITIGATION *** 

See attached the Cost of Capital Models. I have put that in a power point to make it an easy 
read. 

From: Michael Killeavy 
Sent: February 4, 2011 11:33 AM 
To: Anshul Mathur; Deborah Langelaan 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

Thank you both. 

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: Anshul Mathur 
Sent: Friday, February 04, 2011 11:32 AM 
To: Deborah Langelaan 
Cc: Michael Killeavy 
Subject: RE: Transcanada Energy Ltd Corporate Structure 

Thanks Deb. I found a bunch of information in their Financial Statements regarding Cost of 
Debt and Return on Equity (Targeted and Actual). I will be sending that out shortly. 

From: Deborah La.ngelaan 
Sent: February 4, 2011 11:31 AM 
To: Anshul Mathur 
Cc: Michael Killeavy 
Subject: TransCanada Energy Ltd Corporate Structure 
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Anshul; 

Attached is a hodgepodge of corporate info on TCE. 

Deb 
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Aleksandar Kojic 

From: Michael Killeavy 
Sent: 
To: 

February 4, 2011 2:24 PM 
Deborah Langelaan; Anshul Mathur 

Subject: Re: TransCanada Energy Ltd Corporate Structure 

Anshul, 

What do you think? Am I out to lunch? 

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 

Original Message ----
From: Deborah Langelaan 
Sent: Friday, February 04, 2011 02:16 PM 
To: Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Seems to be - it's a bit of a head scratcher. 

Deb 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 2:11 PM 
To: Deborah Langelaan 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

Yep. So, they're saying their cost of equity is 5.25 percent? 

Micha~l 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 

1 



Original Message ----
From: Deborah Langelaan 
Sent: Friday, February 04, 2011 01:59 PM 
To: Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Yes, it's explicitly stated at the top of the spreadsheet (TransCanada Oakville GS -
Unlevered Economics (July 8, 2009)) and the subject line in the cover letter that was sent 
along with the spreadsheet is as follows: 

"Re: TransCanada Base Oakville Generating Station Unlevered Economics" 

Unlevered definition: Refers to the calculation of cash flow without the effects of debt 
financing (e.g., no interest expense, issuance or repayment of debt). 

Deb 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 1:53 PM 
To: Deborah Langelaan 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

But the OGS financial model we got from TCE refers to "unlevered economics", doesn't it? 

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 

Original Message ----
From: Deborah Langelaan 
Sent: Friday, February 04, 2011 01:49 PM 
To: Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

I concur with your understanding. Terry Bennett stated the following ... " they could use a 
higher discount rate for the back end but they would use a lower rate at the front end but 
the number stays at $500MM. He further stated that ... "TCE uses a standardized discount rate 
across the board." 

Deb 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 1:41 PM 
To: Deborah Langelaan 
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Subject: RE: TransCanada Energy Ltd Corporate Structure 

Was my understanding correct about what TCE said? My notes say that 5.25% was a blended 
rate. 

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 

-----Original Message----
From: Deborah Langelaan 
Sent: Fri 04-Feb-11 1:39 PM 
To: Michael Killeavy; Anshul Mathur 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Yes, in TCE's Executive Summary that was submitted as part of their SW GTA Proposal they are 
quoted as saying •.• "One hundred percent (100%) equity financing has been approved by 
TransCanada Corporation's Board of Directors." 

Deb 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 1:34 PM 
To: Anshul Mathur; Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

**** PRIVILEGED AND CONFIDENTIAL - PREPARED IN CONTEMPLATION OF LITIGATION *** 

This is good. I think the CAPM result is a bit low. I like the financial statement analysis 
value better. It seems intuitively right. 

Anshul, 

Now, the reason why I asked for this. At yesterday's meeting the TCE folks indicated that 
the 5.25% was a blended rate and that the residual value could be discounted at a higher 
value, but that in the end it was still $500M. I have been thinking about this, and I don't 
see how the residual value could be discounted at a significantly higher discount rate, 
unless the contract cash flows over the term were discounted dirt cheap, i.e., well below 
TCE's cost of capital. This doesn't make much sense to me. When you have some time, can you 
please try a few model runs with the OGS model to see what the contract cash flows would need 
to be discounted at to still arrive at an NPV of %503M, if the residual cash flows were 
discounted at say 10%, 15% and 20%. Assume that the pre-COD CAPEX cash flows and contract 
cash flows are discounted at the same rate. 

Deb, 
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I believe in the TCE proposal to the SWGTA RFP it said that the project would be funded 
entirely with equity. Is this correct? 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
126 Adelaide st. West, Suite 1666 
Toronto, Ontario, M5H 1T1 
416-969-6288 {office) 
416-969-6671 (fax) 
416-526-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 

-----Original Message----
From: Anshul Mathur 
Sent: Fri 64-Feb-11 1:14 PM 
To: Michael Killeavy; Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

*** CONFIDENTIAL AND WITHOUT PREJUDICE - PREPARED IN CONTEMPLATION OF LITIGATION *** 

See attached the Cost of Capital Models. I have put that in a power point to make it an easy 
read. 

From: Michael Killeavy 
Sent: February 4, 2611 11:33 AM 
To: Anshul Mathur; Deborah Langelaan 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

Thank you both. 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
120 Adelaide St. West, Suite 1666 
Toronto, Ontario, M5H 1T1 
416-969-6288 {office) 
416-969-6671 (fax) 
416-526-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 
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From: Anshul Mathur 
Sent: Friday, February 04, 2011 11:32 AM 
To: Deborah Langelaan 
Cc: Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Thanks Deb. I found a bunch of information in their Financial Statements regarding Cost of 
Debt and Return on Equity (Targeted and Actual). I will be sending that out shortly. 

From: Deborah Langelaan 
Sent: February 4, 2011 11:31 AM 
To: Anshul Mathur 
Cc: Michael Killeavy 
Subject: TransCanada Energy Ltd Corporate Structure 

Anshul; 

Attached is a hodgepodge of corporate info on TCE. 

Deb 
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Aleksandar Kojic 

From: Anshul Mathur 
Sent: February 4, 2011 2:32 PM 
To: Michael Killeavy; Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Struct1.1re 

**** PRIVILEGED AND CONFIDENTIAL - PREPARED IN CONTEMPLATION OF LITIGATION *** 

Cost of Equity of S.2S% while Cost of Debt -6.63% means whatever they are smoking is good 
stuff, in my opinion. 

Why would equity holders, without any protection, give money for lower return than Debt 
holders? Moreover, if they are raising money for only OGS, then the risk profile for the new 
shareholders is really high. 

I can't think of any possible reason why and how they can raise equity money for lower 
returns debt. 

I am trying to run the model for comparing discount rates for 1-2e vs. 21-3Byears - but excel 
is glVlng me problems - it's not able to calculate xnpv for some odd reason. I will do some 
analysis and get back you. 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2@11 2:24 PM 
To: Deborah Langelaan; Anshul Mathur 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

Anshul, 

What do you think? Am I out to lunch? 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
12e Adelaide St. West, Suite 16ee 
Toronto, Ontario, MSH 1T1 
416-969-6288 (office) 
416-969-6@71 (fax) 
416-S2B-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 

Original Message ----
From: Deborah Langelaan 
Sent: Friday, February e4, 2@11 02:16 PM 
To: Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Seems to be- it's a bit of a head scratcher. 

Deb 
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-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 2:11 PM 
To: Deborah Langelaan 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

Yep. So, they're saying their cost of equity is 5.25 percent? 

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 

Original Message ----
From: Deborah Langelaan 
Sent: Friday, February 04, 2011 01:59 PM 
To: Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Yes, it's explicitly stated at the top of the spreadsheet (Transcanada Oakville GS -
Unlevered Economics (July 8, 2009)) and the subject line in the cover letter that was sent 
along with the spreadsheet is as follows: 

"Re: TransCanada Base Oakville Generating Station Unlevered Economics" 

Unlevered definition: Refers to the calculation of cash flow without the effects of debt 
financing (e.g., no interest expense, issuance or repayment of debt). 

Deb 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 1:53 PM 
To: Deborah Langelaan 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

But the OGS financial model we got from TCE refers to "unlevered economics", doesn't it? 

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) 
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416-52e-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 

Original Message ----
From: Deborah Langelaan 
Sent: Friday, February e4, 2e11 e1:49 PM 
To: Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

I concur with your understanding. Terry Bennett stated the following •.. " they could use a 
higher discount rate for the back end but they would use a lower rate at the front end but 
the number stays at $5eeMM. He further stated that .•. "TCE uses a standardized discount rate 
across the board." 

Deb 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2e11 1:41 PM 
To: Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Was my understanding correct about what TCE said? My notes say that 5.25% was a blended 
rate. 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
12e Adelaide St. West, Suite 16ee 
Toronto, Ontario, M5H 1T1 
416-969-6288 (office) 
416-969-6e71 (fax) 
416-52e-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 

-----Original Message----
From: Deborah Langelaan 
Sent: Fri e4-Feb-11 1:39 PM 
To: Michael Killeavy; Anshul Mathur 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Yes, in TCE's Executive Summary that was submitted as part of their SW GTA Proposal they are 
quoted as saying .•. "One hundred percent (lee%) equity financing has been approved by 
TransCanada Corporation's Board of Directors." 

Deb 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2e11 1:34 PM 
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To: Anshul Mathur; Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

**** PRIVILEGED AND CONFIDENTIAL - PREPARED IN CONTEMPLATION OF LITIGATION *** 

This is good. 
value better. 

Anshul, 

I think the CAPM result is a bit low. 
It seems intuitively right. 

I like the financial statement analysis 

Now, the reason why I asked for this. At yesterday's meeting the TCE folks indicated that 
the 5.25% was a blended rate and that the residual value could be discounted at a higher 
value, but that in the end it was still $SeeM. I have been thinking about this, and I don't 
see how the residual value could be discounted at a significantly higher discount rate, 
unless the contract cash flows over the term were discounted dirt cheap, i.e., well below 
TCE's cost of capital. This doesn't make much sense to me. When you have some time, can you 
please try a few model runs with the OGS model to see what the contract cash flows would need 
to be discounted at to still arrive at an NPV of %503M, if the residual cash flows were 
discounted at say 1e%, 15% and 2e%. Assume that the pre-COD CAPEX cash flows and contract 
cash flows are discounted at the same rate. 

Deb, 

I believe in the TCE proposal to the SWGTA RFP it said that the project would be funded 
entirely with equity. Is this correct? 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
120 Adelaide St. West, Suite 16e0 
Toronto, Ontario, MSH 1T1 
416-969-6288, (office) 
416-969-6e71 (fax) 
416-520-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 

-----Original Message----
From: Anshul Mathur 
Sent: Fri e4-Feb-11 1:14 PM 
To: Michael Killeavy; Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

*** CONFIDENTIAL AND WITHOUT PREJUDICE - PREPARED IN CONTEMPLATION OF LITIGATION *** 

See attached the Cost of Capital Models. I have put that in a power point to make it an easy 
read. 
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From: Michael Killeavy 
Sent: February 4, 2011 11:33 AM 
To: Anshul Mathur; Deborah Langelaan-
Subject: Re: TransCanada Energy Ltd Corporate Structure 

Thank you both. 

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: Anshul Mathur 
Sent: Friday, February 04, 2011 11:32 AM 
To: Deborah Langelaan 
Cc: Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Thanks Deb. I found a bunch of information in their Financial Statements regarding Cost of 
Debt and Return on Equity (Targeted and Actual). I will be sending that out shortly. 

From: Deborah Langelaan 
Sent: February 4, 2011 11:31 AM 
To: Anshul Mathur 
Cc: Michael Killeavy 
Subject: TransCanada Energy Ltd Corporate Structure 

Anshul; 

Attached is a hodgepodge of corporate info on TCE. 

Deb 
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Aleksandar Kojic 

From: 
Sent: 
To: 

Anshul Mathur 
February 4, 2011 2:34 PM 
Michael Killeavy 

Subject: RE: TransCanada Energy Ltd Corporate Structure 

I might just go home and work on this as I know the model was working at home when I was 
crunching some numbers last night ... 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 2:24 PM 
To: Deborah Langelaan; Anshul Mathur 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

Anshul, 

What do you think? Am I out to lunch? 

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 

Original Message ----
From: Deborah Langelaan 
Sent: Friday, February 04, 2011 02:16 PM 
To: Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Seems to be - it's a bit of a head scratcher. 

Deb 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 2:11 PM 
To: Deborah Langelaan 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

Yep. So, they're saying their cost of equity is 5.25 percent? 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
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Ontario Power Authority 
128 Adelaide St. West, Suite 1688 
Toronto, Ontario, M5H 1T1 
416-969-6288 (office) 
416-969-6871 (fax) 
416-528-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 

Original Message ----
From: Deborah Langelaan 
Sent: Friday, February 84, 2811 81:59 PM 
To: Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Yes, it's explicitly stated at the top of the spreadsheet (TransCanada Oakville GS -
Unlevered Economics (July 8, 2889)) and the subject line in the cover letter that was sent 
along with the spreadsheet is as follows: 

"Re: TransCanada Base Oakville Generating Station Unlevered Economics" 

Unlevered definition: Refers to the calculation of cash flow without the effects of debt 
financing (e.g., no interest expense, issuance or repayment of debt). 

Deb 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2811 1:53 PM 
To: Deborah Langelaan 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

But the OGS financial model we got from TCE refers to "unlevered economics", doesn't it? 

Michael Killeavy, LL.B., MBA, P.Eng. 
Directo·r, Contract Management 
Ontario Power Authority 
120 Adelaide St. West, Suite 1680 
Toronto, Ontario, M5H 1T1 
416-969-6288 (office) 
416-969-6871 (fax) 
416-528-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 

Original Message ----
From: Deborah Langelaan 
Sent: Friday, February 84, 2811 81:49 PM 
To: Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

I concur with your understanding. Terry Bennett stated the following ... " they could use a 
higher discount ·rate for the back end but they would use a lower rate at the front end but 
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the number stays at $500MM. He further stated that •.• "TCE uses a standardized discount rate 
across the board." 

Deb 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 1:41 PM 
To: Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Was my understanding correct about what TCE said? My notes say that 5.25% was a blended 
rate. 

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 

-----Original Message----
From: Deborah Langelaan 
Sent: Fri 04-Feb-11 1:39 PM 
To: Michael Killeavy; Anshul Mathur 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Yes, in TCE's Executive summary that was submitted as part of their SW GTA Proposal they are 
quoted as saying ..• "One hundred percent (100%) equity financing has been approved by 
TransCanada Corporation's Board of Directors." 

Deb 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 1:34 PM 
To: Anshul Mathur; Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

**** PRIVILEGED AND CONFIDENTIAL - PREPARED IN CONTEMPLATION OF LITIGATION *** 

This is good. 
value better. 

Anshul, 

I think the CAPM result is a bit low' 
It seems intuitively right. 

I like the financial statement analysis 

Now, the reason why I asked for this. At yesterday's meeting the TCE folks indicated that 
the 5.25% was a blended rate and that the residual value could be discounted at a higher 
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value, but that in the end it was still $500M. I have been thinking about this, and I don't 
see how the residual value could be discounted at a significantly higher discount rate, 
unless the contract cash flows over the term were discounted dirt cheap, i.e., well below 
TCE's cost of capital. This doesn't make much sense to me. When you have some time, can you 
please try a few model runs with the OGS model to see what the contract cash flows would need 
to be discounted at to still arrive at an NPV of %503M, if the residual cash flows were 
discounted at say 10%, 15% and 20%. Assume that the pre-COD CAPEX cash flows and contract 
cash flows are discounted at the same rate. 

Deb, 

I believe in the TCE proposal to the SWGTA RFP it said that the project would be funded 
entirely with equity. Is this 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 

-----Original Message----
From: Anshul Mathur 
Sent: Fri 04-Feb-11 1:14 PM 
To: Michael Killeavy; Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

*** CONFIDENTIAL AND WITHOUT PREJUDICE - PREPARED IN CONTEMPLATION OF LITIGATION *** 

See attached the Cost of Capital Models. I have put that in a power point to make it an easy 
read. 

From: Michael Killeavy 
Sent: February 4, 2011 11:33 AM 
To: Anshul Mathur; Deborah Langelaan 
Subject: Re: Transcanada Energy Ltd Corporate Structure 

Thank you both. 

Michael Killeavy, LL.B., MBA, P.Eng. 
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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: Anshul Mathur 
Sent: Friday, February 04, 2011 11:32 AM 
To: Deborah Langelaan 
Cc: Michael Killeavy 
Subject: RE: Transcanada Energy Ltd Corporate Structure 

Thanks Deb. I found a bunch of information in their Financial Statements regarding Cost of 
Debt and Return on Equity (Targeted and Actual). I will be sending that out shortly. 

From: Deborah Langelaan 
Sent: February 4, 2011 11:31 AM 
To: Anshul Mathur 
Cc: Michael Killeavy 
Subject: TransCanada Energy Ltd Corporate Structure 

Anshul; 

Attached is a hodgepodge of corporate info on TCE. 

Deb 
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Aleksandar Kojic 

From: Michael Killeavy 
Sent: February 4, 2011 2:36 PM 
To: Anshul Mathur; Deborah Langelaan 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

**** PRIVILEGED AND CONFIDENTIAL - PREPARED IN CONTEMPLATION OF LITIGATION *** 

I agree. It's nonsensical. 

I think they've done what they've done to boost the value of the project on fictional, 
speculative, post-contract cash flows. 

We have them. 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
128 Adelaide St. West, Suite 1688 
Toronto, Ontario, M5H 1T1 
416-969-6288 (office) 
416-969-6871 (fax) 
416-528-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 

Original Message 
From: Anshul Mathur 
Sent: Friday, February 84, 2811 82:31 PM 
To: Michael Killeavy; Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

**** PRIVILEGED AND CONFIDENTIAL - PREPARED IN CONTEMPLATION OF LITIGATION *** 

Cost of Equity of 5.25% while Cost of Debt -6.63% means whatever they are smoking is good 
stuff, in my opinion. 

Why would equity holders, without any protection, give money for lower return than Debt 
holders? Moreover, if they are raising money for only OGS, then the risk profile for the new 
shareholders is really .high. 

I can't think of any possible reason why and how they can raise equity money for lower 
returns debt. 

I am trying to run the model for comparing discount rates for 1-28 vs. 21-38years - but excel 
is g1v1ng me problems - it's not able to calculate xnpv for some odd reason. I will do some 
analysis and get back you. 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2811 2:24 PM 
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To: Deborah Langelaan; Anshul Mathur 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

Anshul, 

What do you think? Am I out to lunch? 

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 

Original Message ----
From: Deborah Langelaan 
Sent: Friday, February 04, 2011 02:16 PM 
To: Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Seems to be - it's a bit of a head scratcher. 

Deb 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 2:11 PM 
To: Deborah Langelaan 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

Yep. So, they're saying their cost of equity is 5.25 percent? 

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 

Original Message ----
From: Deborah Langelaan 
Sent: Friday, February 04, 2011 01:59 PM 
To: Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 
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Yes, it's explicitly stated at the top of the spreadsheet (TransCanada Oakville GS -
Unlevered Economics (July 8, 2009)) and the subject line in the cover letter that was sent 
along with the spreadsheet is as follows: 

"Re: TransCanada Base Oakville Generating Station Unlevered Economics" 

Unlevered definition: Refers to the calculation of cash flow without the effects of debt 
financing (e.g., no interest expense, issuance or repayment of debt). 

Deb 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 1:53 PM 
To: Deborah langelaan 
Subject: Re: TransCanada Energy ltd Corporate structure 

But the OGS financial model we got from TCE refers to "unlevered economics", doesn't it? 

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 

Original Message ----
From: Deborah Langelaan 
Sent: Friday, February 04, 2011 01:49 PM 
To: Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

I concur with your understanding. Terry Bennett stated the following •.. " they could use a 
higher discount rate for the back end but they would use a lower rate at the front end but 
the number stays at $500MM. He further stated that •.. "TCE uses a standardized discount rate 
across the board." 

Deb 

-----original Message----
From: Michael Killeavy 
Sent: February 4, 2011 1:41 PM 
To: Deborah Langelaan 
Subject: RE: Transcanada Energy Ltd Corporate Structure 

Was my understanding correct about what TCE said? My notes say that 5.25% was a blended 
rate. 
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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 

-----Original Message----
From: Deborah Langelaan 
Sent: Fri 04-Feb-11 1:39 PM 
To: Michael Killeavy; Anshul Mathur 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Yes, in TCE's Executive Summary that was submitted as part of their SW GTA Proposal they are 
quoted as saying •.. "One hundred percent (100%) equity financing has been approved by 
TransCanada Corporation's Board of Directors." 

Deb 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 1:34 PM 
To: Anshul Mathur; Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

**** PRIVILEGED AND CONFIDENTIAL - PREPARED IN CONTEMPLATION OF LITIGATION *** 

This is good. 
value better. 

Anshul, 

I think the CAPM result is a bit low. I like the financial statement analysis 
It seems intuitively right. 

Now, the reason why I asked for this. At yesterday's meeting the TCE folks indicated that 
the 5.25% was a blended rate and that the residual value could be discounted at a higher 
value, but that in the end it was still $500M. I have been thinking about this, and I don't 
see how the residual value could be discounted at a significantly higher discount rate, 
unless the contract cash flows over the term were discounted dirt cheap, i.e., well below 
TCE's cost of capital. This doesn't make much sense to me. When you have some time, can you 
please try a few model runs with the OGS model to see what the contract cash flows would need 
to be discounted at to still arrive at an NPV of %503M, if the residual cash flows were 
discounted at-say 10%, 15% and 20%. Assume that the pre-COD CAPEX cash flows and contract 
cash flows are discounted at the same rate. 

Deb, 

I believe in the TCE proposal to the SWGTA RFP it said that the project would be funded 
entirely with equity. Is this correct? 
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Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
12e Adelaide St. West, Suite 1Gee 
Toronto, Ontario, MSH 1T1 
416-969-6288 {office) 
416-969-6B71 {fax) 
416-52B-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 

-----Original Message----
From: Anshul Mathur 
Sent: Fri B4-Feb-11 1:14 PM 
To: Michael Killeavy; Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

*** CONFIDENTIAL AND WITHOUT PREJUDICE - PREPARED IN CONTEMPLATION OF LITIGATION *** 

See attached the Cost of Capital Models. I have put that in a power point to make it an easy 
read. 

From: Michael Killeavy 
Sent: February 4, 2e11 11:33 AM 
To: Anshul Mathur; Deborah Langelaan 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

Thank you both. 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
12e Adelaide St. West, Suite 16ee 
Toronto, Ontario, MSH 1Tl 
416-969-6288 {office) 
416-969-6B71 (fax) 
416-52B-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 

From: Anshul Mathur 
Sent: Friday, February B4, 2B11 11:32 AM 
To: Deborah Langelaan 
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Cc: Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Thanks Deb. I found a bunch of information in their Financial Statements regarding Cost of 
Debt and Return on Equity (Targeted and Actual). I will be sending that out shortly. 

From: Deborah Langelaan 
Sent: February 4, 2011 11:31 AM 
To: Anshul Mathur 
Cc: Michael Killeavy 
Subject: TransCanada Energy Ltd Corporate Structure 

Anshul; 

Attached is a hodgepodge of corporate info on TCE. 

Deb 
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Aleksandar Kojic 

From: 
Sent: 
To: 

Michael Killeavy 
February 4, 2011 2:37 PM 
Anshul Mathur 

Subject: Re: TransCanada Energy Ltd Corporate Structure 

Ask Deb. 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
126 Adelaide St. West, Suite 1666 
Toronto, Ontario, MSH 1T1 
416-969-6288 (office) 
416-969-6671 (fax) 
416-526-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 

Original Message ----
From: Anshul Mathur 
Sent: Friday, February 64, 2611 62:34 PM 
To: Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

I might just go home and work on this as I know the model was working at home when I was 
crunching some numbers last night ..• 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2B11 2:24 PM 
To: Deborah Langelaan; Anshul Mathur 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

Anshul, 

What do you think? Am I out to lunch? 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
126 Adelaide St. West, Suite 16ee 
Toronto, Ontario, MSH 1T1 
416-969-6288 (office) 
416-969-6B71 (fax) 
416-52B-9788 (cell,) 
Michael.killeavy@powerauthority.on.ca 

Original Message ----
From: Deborah Langelaan 
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Sent: Friday, February 04, 2011 02:16 PM 
To: Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Seems to be - it's a bit of a head scratcher. 

Deb 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 2:11 PM. 
To: Deborah Langelaan 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

Yep. So, they're saying their cost of equity is 5.25 percent? 

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 

Original Message ----
From: Deborah Langelaan 
Sent: Friday, February 04, 2011 01:59 PM 
To: Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Yes, it's explicitly stated at the top of the spreadsheet (TransCanada Oakville GS -
Unlevered Economics (July 8, 2009)) and the subject line in the cover letter that was sent 
along with the spreadsheet is as follows: 

"Re: TransCanada Base Oakville Generating Station Unlevered Economics" 

Unlevered definition: Refers to the calculation of cash flow without the effects of debt 
financing (e.g., no interest expense, issuance or repayment of debt). 

Deb 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 1:53 PM 
To: Deborah Langelaan 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

But the OGS financial model we got from TCE refers to "unlevered economics", doesn't it? 
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Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
120 Adelaide St. West, Suite 16ee. 
Toronto, Ontario, MSH 1T1 
416-969-6288 (office) 
416-969-6871 (fax) 
416-52e-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 

Original Message ----
From: Deborah Langelaan 
Sent: Friday, February e4, 2e11 e1:49 PM 
To: Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

I concur with your understanding. Terry Bennett stated the following •.. " they could use a 
higher discount rate for the back end but they would use a lower rate at the front end but 
the number stays at $seeMM. He further stated that •.. "TCE uses a standardized discount rate 
across the board." 

Deb 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2e11 1:41 PM 
To: Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Was my understanding correct about what TCE said? My notes say that 5.25% was a blended 
rate. · 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
12e Adelaide st. West, Suite 16ee 
Toronto, Ontario, MSH 1T1 
416-969-6288 (office) 
416-969-6871 (fax) 
416-S2e-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 

-----Original Message----
From: Deborah Langelaan 
Sent: Fri e4-Feb-11 1:39 PM 
To: Michael Killeavy; Anshul Mathur 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Yes, in TCE's Executive Summary that was submitted as part of their SW GTA Proposal they are 
quoted as saying ... "One hundred percent (lee%) equity financing has been approved by 
TransCanada Corporation's Board of Director~." 
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Deb 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2e11 1:34 PM 
To: Anshul Mathur; Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

**** PRIVILEGED AND CONFIDENTIAL - PREPARED IN CONTEMPLATION OF LITIGATION *** 

This is good. I think the CAPM result is a bit low. I like the financial statement analysis 
value better. It seems intuitively right. 

Anshul, 

Now, the reason why I asked for this. At yesterday's meeting the TCE folks indicated that 
the 5.25% was a blended rate and that the residual value could be discounted at a higher 
value, but that in the end it was still $SeeM. I have been_thinking about this, and I don't 
see how the residual value could be discounted at a significantly higher discount rate, 
unless the contract cash flows over the term were discounted dirt cheap, i.e., well below 
TCE's cost of capital. This doesn't make much sense to me. When you have some time, can you 
please try a few model runs with the OGS model to see what the contract cash flows would need 
to be discounted at to still arrive at an NPV of %5e3M, if the residual cash flows were 
discounted at say 1e%, 15% and 2e%. Assume that the pre-COD CAPEX cash flows and contract 
cash flows are discounted at the same rate. 

Deb, 

I believe in the TCE proposal to the SWGTA RFP it said that the project would be funded 
entirely with equity. Is this correct? 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
12e Adelaide St. West, Suite 16ee 
Toronto, Ontario, MSH 1T1 
416-969-6288 (office) 
416-969-6e71 (fax) 
416-52e-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 

-----Original Message----
From: Anshul Mathur 
Sent: Fri e4-Feb-11 1:14 PM 
To: Michael Killeavy; Deborah Langelaan 
Subject: RE: Transcanada Energy Ltd Corporate structure 

*** CONFIDENTIAL AND WITHOUT PREJUDICE - PREPARED IN CONTEMPLATION OF LITIGATION *** 
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See attached the Cost of Capital Models. I have put that in a power point to make it an easy 
read. 

From: Michael Killeavy 
Sent: February 4, 2611 11:33 AM 
To: Anshul Mathur; Deborah Langelaan 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

Thank you both. 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority · 
126 Adelaide St. West, Suite 1666 
Toronto, Ontario, MSH 1T1 
416-969-6288 (office) 
416-969-6071 (fax) 
416-526-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 

From: Anshul Mathur 
Sent: Friday, February 64, 2611 11:32 AM 
To: Deborah Langelaan 
Cc: Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Thanks Deb. I found a bunch of information in their Financial Statements regarding Cost of 
Debt and Return on Equity (Targeted and Actual). I will be sending that out shortly. 

From: Deborah Langelaan 
Sent: February 4, 2611 11:31 AM 
To: Anshul Mathur 
Cc: Michael Killeavy 
Subject: TransCanada Energy Ltd Corporate Structure 

Anshul; 
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Attached is a hodgepodge of corporate info on TCE. 

Deb 
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Aleksandar Kojic 

From: Anshul Mathur 
Sent: February 4, 2011 2:38 PM 
To: Michael Killeavy; Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

A lower Cost of Capital also boosts their 1-20year cash flows too and not just last 10 years. 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 2:36 PM 
To: Anshul Mathur; Deborah Langelaan 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

**** PRIVILEGED AND CONFIDENTIAL - PREPARED IN CONTEMPLATION OF LITIGATION *** 

I agree. It's nonsensical. 

I think they've done what they've done to boost the value of the project on fictional, 
speculative, post-contract cash flows. 

We have them. 

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 

Original Message 
From: Anshul Mathur 
Sent: Friday, February 04, 2011 02:31 PM 
To: Michael Killeavy; Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

**** PRIVILEGED AND CONFIDENTIAL - PREPARED IN CONTEMPLATION OF LITIGATION *** 

Cost of Equity of S.2S% while Cost of Debt -6.63% means whatever they are smoking is good 
stuff, in my opinion. 

Why would equity holders, without any protection, give money for lower return than Debt 
holders? Moreover, if they are raising money for only OGS, then the risk profile for the new 
shareholders is really high. 

I can't think of any possible reason why and how they can raise equity money for lower 
returns debt. 
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I am trying to run the model for comparing discount rates for 1-20 vs. 21-30years - but excel 
is giving me problems - it's not able to calculate xnpv for some odd reason. I will do some 
analysis and get back you. 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 2:24 PM 
To: Deborah Langelaan; Anshul Mathur 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

Anshul, 

What do you think? Am I out to lunch? 

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 

Original Message ----
From: Deborah Langelaan 
Sent: Friday, February 04, 2011 02:16 PM 
To: Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Seems to be - it's a bit of a head scratcher. 

Deb 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 2:11 PM 
To: Deborah Langelaan 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

Yep. So, they're saying their cost of equity is 5.25 percent? 

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) 
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Michael.killeavy@powerauthority.on.ca 

Original Message ----
From: Deborah Langelaan 
Sent: Friday, February 04, 2011 01:59 PM 
To: Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Yes, it"s explicitly stated at the top of the spreadsheet (TransCanada Oakville GS -
Unlevered Economics (July 8, 2009)) and the subject line in the cover letter that was sent 
along with the spreadsheet is as follows: 

"Re: TransCanada Base Oakville Generating Station Unlevered Economics" 

Unlevered definition: Refers to the calculation of cash flow without the effects of debt 
financing (e.g., no interest expense, issuance or repayment of debt). 

Deb 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 1:53 PM 
To: Deborah Langelaan 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

But the OGS financial model we got from TCE refers to "unlevered economics", doesn't it? 

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 

Original Message ----
From: Deborah Langelaan 
Sent: Friday, February 04, 2011 01:49 PM 
To: Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

I concur with your understanding. Terry Bennett stated the following ... " they could use a 
higher discount rate for the back end but they would use a lower rate at the front end but 
the number stays at $500MM. He further stated that ... "TCE uses a standardized discount rate 
ac~oss the board." 

Deb 
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-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 1:41 PM 
To: Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

was my understanding correct about what TCE said? My notes say that 5.25% was a blended 
rate. 

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 

-----Original Message----
From: Deborah Langelaan 
Sent: Fri 04-Feb-11 1:39 PM 
To: Michael Killeavy; Anshul Mathur 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Yes, in TCE"s Executive Summary that was submitted as part of their SW GTA Proposal they are 
quoted as saying ..• "One hundred percent (100%) equity financing has been approved by 
TransCanada Corporation's Board of Directors." 

Deb 

. -----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 1:34 PM 
To: Anshul Mathur; Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

**** PRIVILEGED AND CONFIDENTIAL - PREPARED IN CONTEMPLATION OF LITIGATION *** 

This is good. I think the CAPM result is a bit low. I like the financial statement analysis 
value better. It seems intuitively right. 

Anshul, 

Now, the reason why I asked for this. At yesterday's meeting the TCE folks indicated that 
the 5.25% was a blended rate and that the residual value could be discounted at a higher 
value, but that in the end it was still $500M. I have been thinking about this, and I don't 
see how the residual value could be discounted at a significantly higher discount rate, 
unless the contract cash flows over the term were discounted dirt cheap, i.e., well below 
TCE's cost of capital. This doesn't make much sense to me. When you have some time, can you 
please try a few model runs with the OGS model to see what the contract cash flows would need 
to be discounted at to still arrive at an NPV of %503M, if the residual cash flows were 

4 



discounted at say 10%, 15% and 20%. Assume that the pre-COD CAPEX cash flows and contract 
cash flows are discounted at the same rate. 

Deb, 

I believe in the TCE proposal to the SWGTA RFP it said that the project would be funded 
entirely with equity. Is this correct? 

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 

-----Original Message----
From: Anshul Mathur 
Sent: Fri 04-Feb-11 1:14 PM 
To: Michael Killeavy; Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

*** CONFIDENTIAL AND WITHOUT PREJUDICE - PREPARED IN CONTEMPLATION OF LITIGATION *** 

See attached the Cost of Capital Models. I have put that in a power point to make it an easy 
read. 

From: Michael Killeavy 
Sent: February 4, 2011 11:33 AM 
To: Anshul Mathur; Deborah Langelaan 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

Thank you both. 

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) 
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416-528-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 

From: Anshul Mathur 
Sent: Friday, February 04, 2011 11:32 AM 
To: Deborah Langelaan 
Cc: Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Thanks Deb. I found a bunch of information in their Financial Statements regarding Cost of 
Debt and Return on Equity (Targeted and Actual). I will be sending that out shortly. 

From: Deborah Langelaan 
Sent: February 4, 2011 11:31 AM 
To: Anshul Mathur 
Cc: Michael Killeavy 
Subject: TransCanada Energy Ltd Corporate Structure 

Anshul; 

Attached is a hodgepodge of corporate info on TCE. 

Deb 
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Aleksandar Kojic 

From: 
Sent: 

Michael Killeavy 
February 4, 2011 2:42 PM 

To: Anshul Mathur; Deborah Langelaan 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

Yes, but look how rich the last 10 years are. 

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 

Original Message ----
From: Anshul Mathur 
Sent: Friday, February 04, 2011 02:38 PM 
To: Michael Killeavy; Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

A lower Cost of Capital also boosts their 1-20year cash flows too and not just last 10 years. 

-----Original·Message----
From: Michael Killeavy 
Sent: February 4, 2011 2:36 PM 
To: Anshul Mathur; Deborah Langelaan 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

**** PRIVILEGED AND CONFIDENTIAL - PREPARED IN CONTEMPLATION OF LITIGATION *** 

I agree. It's nonsensical. 

I think they've done what they've done to boost the value of the project on fictional, 
speculative, post-contract cash flows. 

We have them. 

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 
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Original Message 
From: Anshul Mathur 
Sent: Friday, February 04, 2011 02:31 PM 
To: Michael Killeavy; Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

**** PRIVILEGED AND CONFIDENTIAL - PREPARED IN CONTEMPLATION OF LITIGATION *** 

Cost of Equity of 5.25% while Cost of Debt -6.63% means whatever they are smoking is good 
stuff, in my opinion. 

Why would equity holders, without any protection, give money for lower return than Debt 
holders? Moreover, if they are raising money for only OGS, then the risk profile for the new 
shareholders is really high. 

I can't think of any possible reason why and how they can raise equity money for lower 
returns debt. 

I am trying to run the model for comparing discount rates for 1-20 vs. 21-30years - but excel 
is g1v1ng me problems - it's not able to calculate xnpv for some odd reason. · I will do some 
analysis and get back you. 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 2:24 PM 
To: Deborah Langelaan; Anshul Mathur 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

Anshul, 

What do you think? Am I out to lunch? 

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 

Original Message ----
From: Deborah Langelaan 

.sent: Friday, February 04, 2011 02:16PM 
To: Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Seems to be - it's a bit of a head scratcher. 

Deb 
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-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 2:11 PM 
To: Deborah Langelaan 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

Yep. So, they're saying their cost of equity is 5.25 percent? 

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 

Original Message ----
From: Deborah Langelaan 
Sent: Friday, February 04, 2011 01:59 PM 
To: Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Yes, it's explicitly stated at the top of the spreadsheet {TransCanada Oakville GS -
Unlevered Economics (July 8, 2009)) and the subject line in the cover letter that was sent 
along with the spreadsheet is as follows: 

"Re: TransCanada Base Oakville Generating Station Unlevered Economics" 

Unlevered definition: Refers to the calculation of cash flow without the effects of debt 
financing (e.g., no interest expense, issuance or repayment of debt). 

Deb 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 1:53 PM 
To: Deborah Langelaan 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

But the OGS financial model we got from TCE refers to "unlevered economics", doesn't it? 

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) 
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416-969-6071 (fax) 
416-520-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 

Original Message ----
From: Deborah Langelaan 
Sent: Friday, February 04, 2011 01:49 PM 
To: Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

I concur with your understanding. Terry Bennett stated the following ..... they could use a 
higher discount rate for the back end but they would use a lower rate at the front end but 
the number stays at $500MM. He further stated that ..• ""TCE uses a standardized discount rate 
across the board."" 

Deb 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 1:41 PM 
To: Deborah Langelaan 
Subject: RE: Transcanada Energy Ltd Corporate Structure 

Was my understanding correct about what TCE said? My notes say that 5.25% was a blended 
rate. 

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 

-----Original Message----
From: Deborah Langelaan 
Sent: Fri 04-Feb-11 1:39 PM 
To: Michael Killeavy; Anshul Mathur 
Subject: RE: Transcanada Energy Ltd Corporate Structure 

Yes, in TCE's Executive Summary that was submitted as part of their SW GTA Proposal they are 
quoted as saying ... ""One hundred percent (100%) equity financing has been approved by 
TransCanada Corporation's Board of Directors."" 

Deb 

-----Original Message----
From: Michael Killeavy 
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Sent: February 4, 2e11 1:34 PM 
To: Anshul Mathur; Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

**** PRIVILEGED AND CONFIDENTIAL - PREPARED IN CONTEMPLATION OF LITIGATION *** 

This is good. I think the CAPM result is a bit low. I like the financial statement analysis 
value better. It seems intuitively right. 

Anshul, 

Now, the reason why I asked for this. At yesterday's meeting the TCE folks indicated that 
the 5.25% was a blended rate and that the residual value could be discounted at a higher 
value, but that in the end it was still $seeM. I have been thinking about this, and I don't 
see how the residual value could be discounted at a significantly higher discount rate, 
unless the contract cash flows over the term were discounted dirt cheap, i.e., well below 
TCE's cost of capital. This doesn't make much sense to me. When you have some time, can you 
please try a few model runs with the OGS model to see what the contract cash flows would need 
to be discounted at to still arrive at an NPV of %Se3M, if the residual cash flows were 
discounted at say 1e%, 15% and 2e%. Assume that the pre-COD CAPEX cash flows and contract 
cash flows are discounted at the same rate. 

Deb, 

I believe in the TCE proposal to the SWGTA RFP it said that the project would be funded 
entirely with equity. Is this correct? 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
12e Adelaide St. West, Suite 16ee 
Toronto, Ontario, MSH 1T1 
416-969-6288 (office) 
416-969-6e71 (fax) 
416-52e-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 

-----Original Message~---
From: Anshul Mathur 
Sent: Fri e4-Feb-11 1:14 PM 
To: Michael Killeavy; Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

.***CONFIDENTIAL AND WITHOUT PREJUDICE- PREPARED IN CONTEMPLATION OF LITIGATION*** 

See attached the Cost of Capital Models. I have put that in a power point to make it an easy 
read. 
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From: Michael Killeavy 
Sent: February 4, 2011 11:33 AM 
To: Anshul Mathur; Deborah Langelaan 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

Thank you both. 

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: Anshul Mathur 
Sent: Friday, February 04, 2011 11:32 AM 
To: Deborah Langelaan 
Cc: Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Thanks Deb. I found a bunch of information in their Financial Statements regarding Cost of 
Debt and Return on Equity (Targeted and Actual). I will be sending that out shortly. 

From: Deborah Langelaan 
Sent: February 4, 2011 11:31 AM 
To: Anshul Mathur 
Cc: Michael Killeavy 
Subject: TransCanada Energy Ltd Corporate Structure 

Anshul; 

Attached is a hodgepodge of corporate info on TCE. 

Deb 
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Aleksandar Kojic 

From: Anshul Mathur 
Sent: February 4, 2011 3:02 PM 
To: Michael Killeavy; Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 
Attachments: Adjusting Interest Rates for Contract vs Post Contract Years.xls 

**** PRIVILEGED AND CONFIDENTIAL - PREPARED IN CONTEMPLATION OF LITIGATION *** 

Hi Michael and Deb, 
See attached spreadsheet to see how the OGS NPV changes if you change the WACC for First 20 
years and the last 10 years based on the Cash Flows TCE provided. 

Thanks, 
Anshul 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 2:42 PM 
To: Anshul Mathur; Deborah langelaan 
Subject: Re: Transcanada Energy ltd Corporate Structure 

Yes, but look how rich the last 10 years are. 

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 

Original Message ----
From: Anshul Mathur 
Sent: Friday, February 04, 2011 02:38 PM 
To: Michael Killeavy; Deborah Langelaan 
Subject: RE: TransCanada Energy ~td Corporate Structure 

A lower Cost of Capital also boosts their 1-20year cash flows too and not just last 10 years. 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 2:36 PM 
To: Anshul Mathur; Deborah langelaan 
Subject: Re: Transcanada Energy ltd Corporate Structure 

**** PRIVILEGED AND CONFIDENTIAL - PREPARED IN CONTEMPLATION OF LITIGATION *** 

I agree. It's nonsensical. 
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I think they've done what they've done to boost the value of the project on fictional, 
speculative, post-contract cash flows. 

We have them. 

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 

Original Message 
From: Anshul Mathur 
Sent: Friday, February 04, 2011 02:31 PM 
To: Michael Killeavy; Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

**** PRIVILEGED AND CONFIDENTIAL - PREPARED IN CONTEMPLATION OF LITIGATION *** 

Cost of Equity of 5.25% while Cost of Debt ~6.63% means whatever they are smoking is good 
stuff, in my opinion. 

Why would equity holders, without any protection, give money for lower return than Debt 
holders? Moreover, if they are raising money for only OGS, then the risk profile for the new 
shareholders is really high. 

I can't think of any possible reason why and how they can raise equity money for lower 
returns debt.-

I am trying to run the model for comparing discount rates for 1-20 vs. 21-30years - but excel 
is g1v1ng me problems - it's not able to calculate xnpv for some odd reason. I will do some 
analysis and get back you. 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 2:24 PM 
To: Deborah Langelaan; Anshul Mathur 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

Anshul, 

What do you think? Am I out to lunch? 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
120 Adelaide St. West, Suite 1600 
Toronto, Ontario, M5H 1T1 

2 



416-969-6288 (office) 
416-969-6071 (fax) 
416-520-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 

Original Message ----
From: Deborah Langelaan 
Sent: Friday, February 04, 2011 02:16 PM 
To: Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Seems to be - it's a bit of a head scratcher. 

Deb 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 2:11 PM 
To: Deborah Langelaan 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

Yep. So, they're saying their cost of equity is 5.25 percent? 

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 

----- Original Message ----
From: Deborah Langelaan 
Sent: Friday, February 04, 2011 01:59 PM 
To: Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Yes, it's explicitly stated at the top of the spreadsheet (Transcanada Oakville GS -
· Unlevered Economics (July 8, 2009)) and the subject line in the cover letter that was sent 

along with the spreadsheet is as follows: 

"Re: TransCanada Base Oakville Generating Station Unlevered Economics" 

Unlevered definition: Refers to the calculation of cash flow without the effects of debt 
financing (e.g., no interest expense, issuance or repayment of debt). 

Deb 
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-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 1:53 PM 
To: Deborah Langelaan 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

But the OGS financial model we got from TCE refers to "unlevered economics", doesn't it? 

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 

Original Message ----
From: Deborah Langelaan 
Sent: Friday, February 04, 2011 01:49 PM 
To: Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

I concur with your understanding. Terry Bennett stated the following ..• " they could use a 
higher discount rate for the back end but they would use a lower rate at the front end but 
the number stays at $500MM. He further stated that .•. "TCE uses a standardized disc6unt rate 
across the board." 

Deb 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 1:41 PM 
To: Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Was my understanding correct about what TCE said? My notes say that 5.25% was a blended 
rate. 

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 
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-----Original Message----
From: Deborah Langelaan 
Sent: Fri 04-Feb-11 1:39 PM 
To: Michael Killeavy; Anshul Mathur 
Subject: RE: TransCanada Energy ·Ltd Corporate· structure 

Yes, in TCE's Executive summary that was submitted as part of their SW GTA Proposal they are 
quoted as saying ••• "One hundred percent (100%) equity financing has been approved by 
TransCanada Corporation's Board of Directors." 

Deb 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 1:34 PM 
To: Anshul Mathur; Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

**** PRIVILEGED AND CONFIDENTIAL - PREPARED IN CONTEMPLATION OF LITIGATION *** 

This is good. I think the CAPM result is a bit low. I like the financial statement analysis 
value better. It seems intuitively right. 

Anshul, 

Now, the reason why I asked for this. At yesterday's meeting the TCE folks indicated that 
the 5.25% was a blended rate and that the residual value could be discounted at a higher 
value, but that in the end it was still $500M. I have been thinking about this, and I don't 
see how the residual value could be discounted at a significantly higher discount rate, 
unless the contract cash flows over the term were discounted dirt cheap, i.e., well below 
TCE's cost of capital. This doesn't make much sense to me. When you have some time, can you 
please try a few model runs with the OGS model to see what the contract cash flows would need 
to be discounted at to still arrive at an NPV of %503M, if the residual cash flows were 
discounted at say 10%, 15% and 20%. Assume that the pre-COD CAPEX cash flows and contract 
cash flows are discounted at the same rate. 

Deb, 

I believe in the TCE proposal to the SWGTA RFP it said that the project would be funded 
entirely with equity. Is this correct? 

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 
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-----Original Message----
From: Anshul Mathur 
Sent: Fri e4-Feb-11 1:14 PM 
To: Michael Killeavy; Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

*** CONFIDENTIAL AND WITHOUT PREJUDICE - PREPARED IN CONTEMPLATION OF LITIGATION *** 

See attached the Cost of Capital Models. I have put that in .a power point to make it an easy 
read. 

From: Michael Killeavy 
Sent: February 4, 2e11 11:33 AM 
To: Anshul Mathur; Deborah Langelaan 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

Thank you both. 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
12e Adelaide st. West, Suite 16ee 
Toronto, Ontario, MSH 1T1 
416-969-6288 (office) 
416-969-6e71 (fax) 
416-52e-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 

From: Anshul Mathur 
Sent: Friday, February e4, 2e11 11:32 AM 
To: Deborah Langelaan 
Cc: Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Thanks Deb. I found a bunch of information in their Financial Statements regarding Cost of 
Debt and Return on Equity (Targeted and Actual). I will be sending that out shortly. 

From: Deborah Langelaan 
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Sent: February 4, 2811 11:31 AM 
To: Anshul Mathur 
Cc: Michael Killeavy 
Subject: Transcanada Energy Ltd Corporate Structure 

Anshul; . 

Attached' is a hodgepodge of corporate info on TCE. 

Deb 
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Furthermore, there has been a significant change in the composition of the proposed spending. 

13 By definition, only non-discretionary capital spending is eligible for inclusion in an ICM 
14 application. That criterion holds THESl to a bare sustainment capital program during the pre1s 
rebasing period, such that projects that are necessary in the near term but are not urgently 
16 required during the three year period are excluded. Projects that provide for stable and 
11 predictable renewal of distribution and general plant are thus deferred to THESl's rebasing 
18 application anticipated for 2015. As such, THESl's proposals are intended and necessary to 
19 maintain existing levels of reliability. 
20 

21 The ICM screening mechanism has had the effect of increasing the proportion of proposed 
22 capital expenditures devoted to distribution plant in contrast to general plant. This is set out in 
23 Table 4 below. 
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Year of Cash Flows 
Capex Cash Flows 
Cash Flow 1-20 Years 
Cash Flow 21-30 Years 

Int. Rate ( 1-20 Years) 
Int. Rate (21-30 Years) 

Cash Flow Capex PV 
Cash Flow 1-20 Years 
Cash Flow 21-30 Years 

Total NPV 

5.25% 
5.25% 

-1003.1 
1265.4 
241.0 

503.3 

7/1/2009 
-0.01550316 

0 
0 

-·· .5:25% 
678 
604 
535 
503 
415 
313 

... '4% 
· 4.5bPio. 

Interest Rate . · · 5%. 
Adjustmentfor Years 1 :; · 5.25%· 

to20 6%. 
.•.. 7% 

9/30/2009 
-3.871688225 

0 
0 

12/31/2009 
-28.82236711 

0 
0 

4/1/2010 7/1/2010 
-25.9224611 -99.1934901 

0 0 
0 0 

Interest Rate Adjustment for Years 21 to 30 

9/30/2010 
-65.11064744 

0 
0 

···'6%··· '~···· .··•·•:··.t,•swd:;;':;D! ... )o%'}i .•}•·.;,f~,%:(;. :·;:<}\?Ql'& 
633 567 503 456 443 
558 492 429 381 368 
490 424 360 313 300 
458 392 328 281 268 
369 303 240 192 179 
~8 W2 1R 91 ~ 

12/31/2010 
-67.43611 025 

0 
0 

4/1/2011 
-56.210582 

0 
0 



I 

I 

I 

I 

I 

I 

I 

I 



7/1/2011 
-74.614052 

0 
0 

9/30/2011 
-189.0541682 

0 
0 

12/31/2011 
-86.28329853 

0 
0 

4/1/2012 7/1/2012 
-69.175065 -60.4710343 

0 0 
0 0 

9/30/2012 
-67.26490981 

0 
0 

12/31/2012 
-62.92485801 

0 
0 

4/1/2013 
-53.6611 

0 
0 

7/1/2013 9/30/2013 ##11##1/11// 7/1/2014 7/1/2015 
-60.0187 -62.8779 

0 0 31.74321 142.7476 138.4238 
0 0 0 0 0 



I 

I 



7/1/2016 7/1/2017 7/1/2018 7/1/2019 7/1/2020 7/1/2021 7/1/2022 7/1/2023 7/1/2024 7/1/2025 7/1/2026 7/1/2027 7/1/2028 

133.0329 _130.3265 126.8936 123.772 123.5552 124.8961 120.9478 122.2195 121.5856 122.2289 109.4013 118.278 118.9483 
0 0 0 0 0 0 0 0 0 0 0 0 0 



I 

I 

I 

I 



7/1/2029 7/1/2030 7/1/2031 7/1/2032 7/1/2033 7/1/2034 7/1/2035 7/1/2036 7/1/2037 7/1/2038 7/1/2039 7/1/2040 7/1/2041 7/1/2042 7/1/2043 7/1/2044 

117.6566 118.6529 118.2964 121.3972 94.4369 
0 0 0 0 0 98.01242 97.88653 97.79083 97.722 97.67718 97.65386 97.64989 97.66338 121.8196 202.2735 0 





Aleksandar Kojic 

From: Anshul Mathur 
Sent: February 4, 2011 3:06 PM 
To: Michael Killeavy; Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

**** PRIVILEGED AND CONFIDENTIAL - PREPARED IN CONTEMPLATION OF LITIGATION *** 

Based on this spreadsheet, if we assume that the whole project is Equity Funded and that Cost 
of Equity will definitely be higher than 5.25% - lets say in the range of 7% - then the OGS 
NPV even with the last 10 years discounted at the same rate as the first 20 years - should be 
equal $221MM. 

The IRR for this project based on the numbers they provided is approx. 9%. 

-----Original Message----
From: Anshul Mathur 
Sent: February 4, 2011 3:02 PM 
To: Michael Killeavy; Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

**** PRIVILEGED AND CONFIDENTIAL - PREPARED IN CONTEMPLATION OF LITIGATION *** 

Hi Michael and Deb, 
See attached spreadsheet to see how the OGS NPV changes if you change the WACC for First 20 
years and the last 10 years based on the Cash Flows TCE provided. 

Thanks, 
Anshul 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 2:42 PM 
To: Anshul Mathur; Deborah Langelaan 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

Yes, but look how rich the last 10 years are. 

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 

Original Message ----
From: Anshul Mathur 
Sent: Friday, February 04, 2011 02:38 PM 
To: Michael Killeavy; Deborah Langelaan 
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Subject: RE: TransCanada Energy Ltd Corporate Structure 

A lower Cost of Capital also boosts their 1-20year cash flows too and not just last 10 years. 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 2:36 PM 
To: Anshul Mathur; Deborah Langelaan 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

**** PRIVILEGED AND CONFIDENTIAL - PREPARED IN CONTEMPLATION OF LITIGATION *** 

I agree. It's nonsensical. 

I think they've done what they've done to boost the value of the project on fictional, 
speculative, post-contract cash flows. 

We have them. 

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 

Original Message ----
From: Anshul Mathur 
Sent: Friday, February 04, 2011 02:31 PM 
To: Michael Killeavy; Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

**** PRIVILEGED AND CONFIDENTIAL - PREPARED IN CONTEMPLATION OF LITIGATION *** 

Cost of Equity of 5.25% while Cost of Debt ~6.63% means whatever they are smoking is good 
stuff, in my opinion. 

Why would equity holders, without any protection, give money for lower return than Debt 
holders? ·Moreover, if they are raising money for only OGS, then the risk profile for the new 
shareholders is really high. 

I can't think of any possible reason why and how they can raise equity money for lower 
returns debt. 

I am trying to run the model for comparing discount rates for 1-20 vs. 21-30years - but excel 
is g1v1ng me problems - it's not able to calculate xnpv for some odd reason. I will do some 
analysis and get back you. 
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-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 2:24 PM 
To: Deborah Langelaan; Anshul Mathur 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

Anshul, 

What do you think? Am I out to lunch? 

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 

Original Message ----
From: Deborah Langelaan 
Sent: Friday, February 04, 2011 02:16 PM 
To: Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Seems to be - it's a bit of a head scratcher. 

Deb 

-----Original Message----
From: Michael Killeavy 
sent: February 4, 2011 2:11 PM 
To: Deborah Langelaan 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

Yep. So, they're saying their cost of equity is 5.25 percent? 

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 

Original Message ----
From:, Deborah Langelaan 
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Sent: Friday, February 04, 2011 01:59 PM 
To: Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Yes, it's explicitly stated at the top of the spreadsheet (TransCanada Oakville GS -
Unlevered Economics (July 8, 2009)) and the subject line in the cover letter that was sent 
along with the spreadsheet is as follows: 

"Re: TransCanada Base Oakville Generating Station Unlevered Economics" 

Unlevered definition: Refers to the calculation of cash flow without the effects of debt 
financing (e.g., no interest expense, issuance or repayment of debt). 

Oeb 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 1:53 PM 
To: Deborah Langelaan 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

But the OGS financial model we got from TCE refers to "unlevered economics", doesn't it? 

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 

Original Message ----
From: Deborah Langelaan 
Sent: Friday, February 04, 2011 01:49 PM 
To: Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

I concur with your understanding. Terry Bennett stated the following ... " they could use a 
higher discount rate for the back end but they would use a lower rate at the front end but 
the number stays at $500MM. He further stated that ... "TCE uses a standardized discount rate 
across the board." 

Deb 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 1:41 PM 
To: Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 
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was my understanding correct about what TCE said? My notes say that 5.25% was a blended 
rate. 

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 

-----Original Message----
From: Deborah Langelaan 
Sent: Fri 04-Feb-11 1:39 PM 
To: Michael Killeavy; Anshul Mathur 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Yes, in TCE's Executive summary that was submitted as part of their sw GTA Proposal they are 
quoted as saying .•• "One hundred percent (100%) equity financing has been approved by 
TransCanada Corporation's Board of Directors." 

Deb 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 1:34 PM 
To: Anshul Mathur; Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

**** PRIVILEGED AND CONFIDENTIAL - PREPARED IN CONTEMPLATION OF LITIGATION *** 

This is good. I think the CAPM result is a bit low. I like the financial statement analysis 
value better. It seems intuitively right. 

Anshul, 

Now, the reason why I asked for this. At yesterday's meeting the TCE folks indicated that 
the 5.25% was a blended rate and that the residual value could be discounted at a higher 
value, but that in the end it was still $500M. I have been thinking about this, and I don't 
see how the residual value could be discounted at a significantly higher discount rate, 
unless the contract cash flows over the term were discounted dirt cheap, i.e., well below 
TCE's cost of capital. This doesn't make much sense to me. When you have some time, can you 
please try a few model runs with the OGS model to see what the contract cash flows would need 
to be discounted at to still arrive at an NPV of %503M, if the residual cash flows were 
discounted at say 10%, 15% and 20%. Assume that the pre-COD CAPEX cash flows and contract 
cash flows are discounted at the same rate. 

Deb, 
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I believe in the TCE proposal to the SWGTA RFP it said that the project would be funded 
entirely with equity. Is this 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 

-----Original Message----
From: Anshul Mathur 
Sent: Fri 04-Feb-11 1:14 PM 
To: Michael Killeavy; Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

*** CONFIDENTIAL AND WITHOUT PREJUDICE - PREPARED IN CONTEMPLATION OF LITIGATION *** 

See attached the Cost of Capital Models. I have put that in a power point to make it an easy 
read. 

From: Michael Killeavy 
Sent: February 4, 2011 11:33 AM 
To: Anshul Mathur; Deborah Langelaan 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

Thank you both. 

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 
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From: Anshul Mathur 
Sent: Friday, February 04, 2011 11:32 AM 
To: Deborah Langelaan 
Cc: Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Thanks Deb. I found a bunch of information in their Financial Statements regarding Cost of 
Debt and Return on Equity (Targeted and Actual). I will be sending that out shortly. 

From: Deborah Langelaan 
Sent: February 4, 2011 11:31 AM 
To: Anshul Mathur 
Cc: Michael Killeavy 
Subject: TransCanada Energy Ltd Corporate Structure 

Anshul; 

Attached is a hodgepodge of corporate info on TCE. 

·Deb 
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Aleksandar Kojic 

From: 
Sent: 

Michael Killeavy 
February 4, 2011 3:08 PM 

To: Anshul Mathur; Deborah Langelaan 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

Thank you. This is interesting. 

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-S20-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 

Original Message 
From: Anshul Mathur 
Sent: Friday, February 04, 2011 03:06 PM 
To: Michael Killeavy; Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

**** PRIVILEGED AND CONFIDENTIAL - PREPARED IN CONTEMPLATION OF LITIGATION *** 

Based on this spreadsheet, if we assume that the whole project is Equity Funded and that Cost 
of Equity will definitely be higher than S.2S% - lets say in the range of 7% - then the OGS 
NPV even with the last 10 years discounted at the same rate as the first 20 years - should be 
equal $221MM. 

The IRR for this project based on the numbers they provided is approx. 9%. 

-----Original Message----- , 
From: Anshul Mathur 
Sent: February 4, 2011 3:02 PM 
To: Michael Killeavy; Deborah Langelaan 
Subject: RE: Transcanada Energy Ltd Corporate Structure 

**** PRIVILEGED AND CONFIDENTIAL - PREPARED IN CONTEMPLATION OF LITIGATION *** 

Hi Michael and Deb, 
See attached spreadsheet to see how the OGS NPV changes if you change the WACC for First 20 
years and the last 10 years based on the Cash Flows TCE provided. 

Thanks, 
Anshul 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 2:42 PM 
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To: Anshul Mathur; Deborah Langelaan 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

Yes, but look how rich the last 10 years are. 

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 

Original Message 
From: Anshul Mathur 
Sent: Friday, February 04, 2011 02:38 PM 
To: Michael Killeavy; Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

A lower Cost of Capital also boosts their 1-20year cash flows too and not just last 10 years. 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 2:36 PM 
To: Anshul Mathur; Deborah Langelaan 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

**** PRIVILEGED AND CONFIDENTIAL - PREPARED IN CONTEMPLATION OF LITIGATION *** 

I agree. It's nonsensical. 

I think they've done what they've done to boost the value of the project on fictional, 
speculative, post-contract cash flows. 

We have them. 

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 

Original Message 
From: Anshul.Mathur 
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Sent: Friday, February ~4, 2011 02:31 PM 
To: Michael Killeavy; Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

**** PRIVILEGED AND CONFIDENTIAL - PREPARED IN CONTEMPLATION OF LITIGATION *** 

Cost of Equity of 5.25% while Cost of Debt ~6.63% means whatever they are smoking is good 
stuff, in my opinion. 

Why would equity holders, without any protection, give money for lower return than Debt 
holders? Moreover, if they are raising money for only OGS, then the risk profile for the new 
shareholders is really high. 

I can't think of any possible reason why and how they can raise equity money for lower 
returns debt. 

I am trying to run the model for comparing discount rates for 1-20 vs. 21-30years - but excel 
is g1v1ng me problems - it's not able to calculate xnpv for some odd reason. I will do some 
analysis and get back you. 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 2:24 PM 
To: Deborah Langelaan; Anshul Mathur 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

Anshul, 

What do you think? Am I out to lunch? 

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 

Original Message ----
From: Deborah Langelaan 
Sent: Friday, February 04, 2011 02:16 PM 
To: Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Seems to be - it's a bit of a head scratcher. 

Deb 

-----Original Message----
From: Michael Killeavy 
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Sent: February 4, 2011 2:11 PM 
To: Deborah Langelaan 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

Yep. So, they're saying their cost of equity is 5.25 percent? 

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 

Original Message ----
From: Deborah Langelaan 
Sent: Friday, February 04, 2011 01:59 PM 
To: Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Yes, it's explicitly stated at the top of the spreadsheet (TransCanada Oakville GS -
Unlevered Economics (July 8, 2009)) and the subject line in the cover letter that was sent 
along with the spreadsheet is as follows: 

"Re: TransCanada Base Oakville Generating Station Unlevered Economics" 

Unlevered definition: Refers to the calculation of cash flow without the effects of debt 
financing (e.g., no interest expense, issuance or repayment of debt). 

Deb 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 1:53 PM 
To: Deborah Langelaan 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

But the OGS financial model we got from TCE refers to "unlevered economics", doesn't it? 

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 
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Original Message ----
From: Deborah Langelaan 
Sent: Friday, February 04, 2011 01:49 PM 
To: Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

I concur with your understanding. Terry Bennett stated the following ••. " they could use a 
higher discount rate for the back end but they would use a lower rate at the front end but 
the number stays at $500MM. He further stated that ••. "TCE uses a standardized discount rate 
across the board." 

Deb 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, ·2011 1:41 PM 
To: Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Was my understanding correct about what TCE said? My notes say that 5.25% was a blended 
rate. 

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 

-----Original Message----
From: Deborah Langelaan 
Sent: Fri 04-Feb-11 1:39 PM 
To: Michael Killeavy; Anshul Mathur 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Yes, in TCE"s Executive Summary that was submitted as part of their SW GTA Proposal they are 
quoted as saying ..• "One hundred percent (100%) equity financing has been approved by 
TransCanada Corporation's Board of Directors." 

Deb 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 1:34 PM 
To: Anshul Mathur; Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

**** PRIVILEGED AND CONFIDENTIAL - PREPARED IN CONTEMPLATION OF LITIGATION *** 
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This is good. 
value better. 

Anshul, 

I think the CAPM result is a bit low. 
It seems intuitively right. 

I like the financial statement analysis 

Now, the reason why I asked for this. At yesterday's meeting the TCE folks indicated that 
the 5.25% was a blended rate and that the. residual value could be discounted at a higher 
value, but that in the end it was still $SeeM. I have been thinking about this, and I don't 
see how the residual value could be discounted at a significantly higher discount rate, 
unless the contract cash flows over the term were discounted dirt cheap, i.e., well below 
TCE's cost of capital. This doesn't make much sense to me. When you have some time, can you 
please try a few model runs with the OGS model to see what the contract cash flows would need 
to be discounted at to still arrive at an NPV of %5e3M, if the residual cash flows were 
discounted at say 1e%, 15% and 2e%. Assume that the pre-COD CAPEX cash flows and contract 
cash flows are discounted at the same rate. 

Deb, 

I believe in the TCE proposal to the SWGTA RFP it said that the project would be funded 
entirely with equity. Is this correct? 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
12e Adelaide St. West, Suite 16ee 
Toronto, Ontario, MSH 1T1 
416-969-6288 (office) 
416-969-6e71 (fax) 
416-52e-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 

-----Original Message----
From: Anshul Mathur 
Sent: Fri e4-Feb-11 1:14 PM 
To: Michael Killeavy; Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

*** CONFIDENTIAL AND WITHOUT PREJUDICE - PREPARED IN CONTEMPLATION OF LITIGATION *** 

See attached the Cost of Capital Models. I have put that in a power point to make it an easy 
read. 

From: Michael Killeavy 

6 



Sent: February 4, 2011 11:33 AM 
To: Anshul Mathur; Deborah langelaan 
Subject: Re: TransCanada Energy ltd Corporate Structure 

Thank you both. 

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: Anshul Mathur 
Sent: Friday, February 04, 2011 11:32 AM 
To: Deborah langelaan 
Cc: Michael Killeavy 
Subject: RE: TransCanada Energy ltd Corporate Structure 

Thanks Deb. I found a bunch of information in their Financial Statements regarding Cost of 
Debt and Return on Equity (Targeted and Actual). I will be sending that out shortly. 

From: Deborah langelaan 
Sent: February 4, 2011 11:31 AM 
To: Anshul Mathur 
Cc: Michael Killeavy 
Subject: TransCanada Energy ltd Corporate Structure 

Anshul; 

Attached is a hodgepodge of corporate info on TCE. 

Deb 
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Aleksandar Kojic 

From: 
Sent: 

Karen Frecker 
February?, 20118:19 PM 

To: 
Cc: 

Martha McOuat; Michael Lyle; Susan Kennedy; Michael Killeavy; Joe Toneguzzo 
JoAnne Butler 

Subject: RE: BOARD STAFF IR 1-1-21 
Attachments: 1-1-21 BOARD STAFF v3 (MK kf) 2011-02-0?.docx 

Based on Colin's comments and review today with Mike Lyle and external legal counsel, the 
language in the Oakville GS interrogatory now reads: 

(a) The OPA has entered into negotiations with TransCanada Energy to terminate the OGS 
contract on mutually satisfactory terms. As noted in the LTEP, because of changes in demand 
along with the addition of approximately 8,400 MW of new supply since 2003 the outlook has 
changed, and the plant in Oakville is no longer required. However, a transmission solution to 
maintain reliable supply in the Southwest GTA will be required. The OPA is in the process of 
developing a transmission solution which meets the reliability requirements for the Southwest 
Greater Toronto Area. 

(b) As noted above, the OPA is in negotiations with TransCanada Energy to terminate the 
contract. In addition to their other responsibilities, three staff members from Electricity 
Resources and the Legal department have been assigned to the negotiating team. The OPA staff 
is assisted by external legal counsel and a technical consultant. Performance will be 
measured in terms of limiting the cost to the ratepayer. 

Please advise if you have any concerns. 

Thanks, 

Karen 

-----Original Message----
From: Karen Frecker 
Sent: February 7, 2011 9:57 AM 
To: Martha McOuat; Michael Lyle; Susan Kennedy; Michael Killeavy; Joe Toneguzzo 
Cc: JoAnne Butler 
Subject: RE: BOARD STAFF IR I-1-21 

I've spoken with Joe Toneguzzo and we have identified the following text to replace part (a): 

The OPA is in the process of developing a transmission solution which meets the reliability 
requirements for the Southwest Greater Toronto Area. The OPA plans to address the aspects of 
this solution related to the bulk system in the second IPSP. 

The second sentence is optional. 

-----Original Message----
From: Martha McOuat 
Sent: February 4, 2011 9:41 AM 
To: Michael Lyle; Susan Kennedy; Michael Killeavy 
Cc: JoAnne Butler; Karen Frecker 
Subject: RE: BOARD STAFF IR I-1-21 

So I'll go with MK's original response? 
1 



-----Original Message----
From: Michael Lyle 
sent: February 4, 2011 9:38 AM 
To: Susan Kennedy; Michael Killeavy; Martha McOuat 
Cc: JoAnne Butler 
Subject: RE :· BOARD STAFF IR I-1-21 

I would prefer to avoid answering the question directly. There is also an argument that the 
directive was spent once we executed the original contract with TCE. 

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 

-----Original Message----
From: Susan Kennedy 
Sent: February 4, 2011 8:41 AM 
To: Michael Killeavy; Martha McOuat 
Cc: JoAnne Butler; Michael Lyle 
Subject: RE: BOARD STAFF IR I-1-21 

I concur with Michael's proposed response. 

The only thing we should probably try to address is the following part of the question: 

"What is the status of the August 18, 2008 directive?" 

I would suggest modifying Michael's proposed response to (a), as follows: 

(a) The August 18, 2008 directive remains in force. The OPA has not yet finalized its plans 
for procuring supply in the SWGTA in the absence of the OGS contract. The Electricity 
Resources and Power System Planning divisions will be working on a plan to procure whatever 
supply is required in 2011; 

Michael Lyle should check as to whether we are comfortable saying that. I considered, "The 
August 18, 2008 directive remains in force; however, the OPA anticipates that the directive 
will be rescinded by the Minister of Energy". I'm uncomfortable going there at this point 
but I, in turn, defer to Mike Lyle on this one. 

Susan H. Kennedy 
Director, Corporate/Commercial Law Group 

2 



-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2811 8:38 AM 
·To: Martha McOuat; Susan Kennedy 
Cc: JoAnne Butler 
Subject: RE: BOARD STAFF IR I-1-21 
Importance: High 

Martha, 

I can answer most of questions, but not all. I defer to Susan or one of her colleagues to 
comment on the current status of the Oakville directive in answer to (a) I presume it still 
exists but is unfulfilled or frustrated as a result of the government's decision). 

(a) The OPA has not 
of the OGS contract. 
working on a plan to 

yet finalized its plans for procuring supply in the SWGTA in the absence 
The Electricity Resources and Power System Planning divisions will be 

procure whatever supply is required in 2811; 

(b) The OPA has entered into negotiations with TransCanada Energy to terminate the OGS 
contract on mutually satisfactory terms. Three staff have been deployed to negotiate the 
termination of the OGS contract. Performance will be measured in terms of limiting the cost 
to the ratepayer. 

I hope this is alright. I recognize that it's not terribly detailed, but at this point in 
time we don't have a lot of detail and as the negotiations with TransCanada are ongoing, we 
need to be very mindful of what we say. 

Thank you, 
Michael 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
128 Adelaide St. West, Suite 1688 
Toronto, Ontario, M5H 1T1 
416-969-6288 (office) 
416-969-6871 (fax) 
416-528-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 

-----Original Message----
From: Martha McOuat 
Sent: Thu 83-Feb-11 5:84 PM 
To: Susan Kennedy 
Cc: Michael Killeavy 
Subject: FW: BOARD STAFF IR I-1-21 

Are you able to help out with this? 

From: Michael Killeavy 
Sent: February 2, 2811 4:51 PM 
To: Anna LeBourdais 
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Cc: Martha McOuat; Miriam Heinz 
Subject: Re: BOARD STAFF IR I-1-21 

This is going to take a while to answer. I don't think I can answer (a) and I can't say much 
about (b) either. 

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: Anna LeBourdais 
Sent: Wednesday, February 02, 2011 04:44 PM 
To: Michael Killeavy 
Cc: Martha McOuat; Miriam Heinz 
Subject: BOARD STAFF IR I-1-21 

Michael, 

Martha McOuat has asked me to forward this Interrogatory to you to complete. I've attached 
the template for that purpose. 

Thank you, 

Anna LeBourdais 

From: Kevin Dick 
Sent: January 25, 2011 6:31 PM 
To: Martha McOuat; Michael Killeavy 
Cc: Michael Lyle; Anna LeBourdais 
Subject: RE: 

Martha, 
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Interrogatory #21 (SWGTA questions) are best addressed by Michael Killeavy. I am unaware of 
the specific details of the current status of the SWGTA Contract and Oakville Generating 
Station. 

Regards, 

Kevin 

From: Martha McOuat 
Sent: January 25, 2011 2:08 PM 
To: Beverly Nollert; Karen Frecker; Raegan Bond; Bryan Young; Sean Brady; Guy Raffaele; Marc 
Collins; Richard Duffy; Shawn Cronkwright; Kevin Dick; Michael Killeavy; Ruth Covich; Miriam 
Heinz; Ed Nelimarkka 
Cc: Michael Lyle; Anna LeBourdais 
subject: FW: 

Today is the deadline for intervenors to submit their interrogatories. I am attaching my 
handwritten triage sheet for Board Staff's IRs so you can see how they have been assigned. If 
your name is in the "Sent To" category, at least one of the 30 IRs contained has been 
assigned to you. Anna will send you templates to use for your responses shortly. 

Please call me as soon as possible if you have concerns with the questions that have been 
assigned to you. If there are some in particular that you feel require legal input we have 
arranged a meeting with our legal counsel for the 26th to advise us early in the process so 
you can incorporate this into your draft. 

As you can see below, we are working on very tight timelines. I will forward others as soon 
as they are received. 

Our time lines are as follows: 

January 25: 
authors immediately 

February 1: 

February 2-3: 
may be required 

Interrogatories received from Intervenors, distributed to 

Your responses due to Regulatory Affairs 

Regulatory and Legal review, some further edits by authors 

February 4: Mike Lyle review; some further edits may be required. 
Submit full package to Colin for review 

5 



February 7: 
required 

February 8: 

Colin's comments received, some further edits may be 

Responses filed with OEB 

Please feel free to submit your responses to Regulatory Affairs as they are completed, rather 
than holding the whole package to the deadline date. 

Your assistance with these is greatly appreciated. 

From: Anna LeBourdais 
Sent: January 25, 2011 1:53 PM 
To: Martha McOuat 
Subject: 

Attached is the scanned version of the BOARD STAFF's interrogatories. 

Cheers, 

Anna 
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DRAFT- CONFIDENTIAL- For the Advice of Counsel- Not for External Circulation 

BOARD STAFF INTERROGATORY 21 

2 QUESTION 

3 Supply Procurement and Contract Management 

4 Issue 3.3 
5 Does Strategic Objective #3 adequately reflect the tasks that the OPA is charged with by 
6 statute and directives in 2011. and do the initiatives capture the range of activity required to 
7 achieve that end? 

8 Board Staff guestion #21 

9 References 
10 Exhibit B/Tab 3/Schedule 1/Page 5 and 6 

11 Preamble 
12 The OPA states in its pre-filed evidence that Initiative 4 for Strategic Objective #3 is 
13 "Contract management and financial settlements of existing electricity supply contracts." In 
14 2009, the OPA entered into a contract with a TransCanada Energy Ltd. to design, build and 
15 operate a 900 megawatt (MW) electricity generating station in Oakville in response to an 
16 August 18, 2008 directive from the Minister of Energy and Infrastructure to procure supply 
17 for the Southwest Greater Toronto Area. On October 7, 2010 the Government of Ontario 
18 stated that the construction of a proposed natural gas plant in Oakville would no longer be 
19- required going forward. 

20 Questions 
21 a) What is the status of the August 18, 2008 directive? How is the OPA planning to 
22 procure supply for the Southwest Greater Toronto Area in the absence of the Oakville 
23 contract? 

24 b) What process will the OPA undertake to terminate the contract? What resources are 
25 budgeted for this negotiation? How will performance be measured? 

26 RESPONSE 

27 
28 
29 
30 
31 
32 
33 
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1 transmission solution to maintain reliable supply in the Southwest GTA will be.required. The 
2 OPA is in the process of developing a transmission solution which meets the reliability 
3 requirements for the Southwest Greater Toronto Area. 

4 (b) As noted above. the OPA is in negotiations with TransCanada Energy to terminate the 
5 contract. In addition to their other responsibilities, three staff members The OPA has 
6 enteFeel into negetiatiens with TransCanaela eneF§y te terminate the OGS eentraet en 
7 rn~t~ally satisfaeter)• terms. Three staff memeers from Electricity Resources and the Legal 
a department have been ha>1e seen elepleyeelassigned -to negetiate the terrninatien ef the 
9 OGS sentrastthe negotiating team. The OPA staff is assisted by external legal counsel and 

10 a technical consultant. i\s Feflesteel in the Bearel's lss~es l;)eeisien, the OPA elees net 
11 Gllrrently Rave IRe aeility te allesate er ellel§el internal staff eests en a prejest ey prejest 
12 basis. The OPA aslm9'Nieel§es IRe statement in IRe lss~es l;)esisien that "an er§ani~atien 
13 wiiR IRe OPJI.'s sephistisatien anel respensieilities she~lel be aele te previae infermatien as 
14 Ia Rew its e~el§el is allesateel amen§ initiali\'es" aml, aeeerEiin§ly, IRe OPA will enaea\'ellr 
15 te Ele'lelep a eapaeility te allesate internal staff sests fer the p~rpeses ef its neJd Fe>Jen~e 
16 req~irernent s~bmissien. Performance will be measured in terms of limiting the cost to the 
17 ratepayer._= 
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Aleksandar Kojic 

From: 
Sent: 

Michael Killeavy 
February 8, 2011 8:15 AM 

To: 
Cc: 

Karen Frecker; Martha McOuat; Michael Lyle; Susan Kennedy; Joe Toneguzzo 
JoAnne Butler 

Subject: RE: BOARD STAFF IR 1-1-21 

This is fine with me. 

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) 

-----Original Message----
From: Karen Frecker 
Sent: February 7, 2011 8:19 PM 
To: Martha McOuat; Michael Lyle; Susan Kennedy; Michael Killeavy; Joe Toneguzzo 
Cc: JoAnne Butler 
Subject: RE: BOARD STAFF IR I-1-21 

Based on Colin's comments and review today with Mike lyle and external legal counsel, the 
language in the Oakville GS interrogatory now reads: 

(a) The OPA has entered into negotiations with TransCanada Energy to terminate the OGS 
contract on mutually satisfactory terms. As noted in the LTEP, because of changes in demand 
along with the addition of approximately 8,400 MW of new supply since 2003 the outlook has 
changed, and the plant in Oakville is no longer required. However, a transmission solution to 
maintain reliable supply in the Southwest GTA will be required. The OPA is in the process of 
developing a transmission solution which meets the reliability requirements for the Southwest 
Greater Toronto Area. 

(b) As noted above, the OPA is in negotiations with TransCanada Energy to terminate the 
contract. In addition to their other responsibilities, three staff members from Electricity 
Resources and the Legal department have been assigned to the negotiating team. The OPA staff 
is assisted by external legal counsel and a technical consultant. Performance will be 
measured in terms of limiting the cost to the ratepayer. 

Please advise if you have any concerns. 

Thanks, 

Karen 

-----Original Message----
From: Karen Frecker 
Sent: February 7, 2011 9:57AM 
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To: Martha McOuat; Michael Lyle; Susan Kennedy; Michael Killeavy; Joe Toneguzzo 
Cc: JoAnne Butler 
Subject: RE: BOARD STAFF IR I-1-21 

I've spoken with Joe Toneguzzo and we have identified the following text to replace part (a): 

The OPA is in the process of developing a transmission solutioh which meets the reliability 
requirements for the Southwest Greater Toronto Area. The OPA plans to address the aspects of 
this solution related to the bulk system in the second IPSP. 

The second sentence is optional. 

-----Original Message----
From: Martha McOuat 
Sent: February 4, 2011 9:41 AM 
To: Michael Lyle; Susan Kennedy; Michael Killeavy 
Cc: JoAnne Butler; Karen Frecker 
Subject: RE: BOARD STAFF IR I-1-21 

So I'll go with MK's original response? 

-----Original Message----
From: Michael Lyle 
Sent: February 4, 2011 9:38 AM 
To: Susan Kennedy; Michael Killeavy; Martha McOuat 
Cc: JoAnne Butler 
Subject: RE: BOARD STAFF IR I-1-21 

I would prefer to avoid answering the question directly. There is also an argument that the 
directive was spent once we executed the original contract with TCE. 

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 

-----Original Message----
From: Susan Kennedy 
Sent: February 4, 2011 8:41 AM 
To: Michael Killeavy; Martha McOuat 
Cc: JoAnne Butler; Michael Lyle 
Subject: RE: BOARD STAFF IR I-1-21 
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I concur with Michael's proposed response. 

The only thing we should probably try to address is the following part of the question: 

"What is the status of the August 18, 2008 directive?" 

I would suggest modifying Michael's proposed response to (a), as follows: 

(a) The August 18, 2008 directive remains in force. The OPA has not yet finalized its plans 
for procuring supply in the SWGTA in the absence of the OGS contract. The Electricity 
Resources and Power System Planning divisions will be working on a plan to procure whatever 
supply is required in 2011; 

Michael Lyle should check as to whether we are comfortable saying that. I considered, "The 
August 18, 2008 directive remains in force; however, the OPA anticipates that the directive 
will be rescinded by the Minister of Energy". I'm uncomfortable going there at this point 
but I, in turn, defer to Mike Lyle on this one. 

Susan H. Kennedy 
Director, Corporate/Commercial Law Group 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 8:30 AM 
To: Martha McOuat; Susan Kennedy 
Cc: JoAnne Butler 
Subject: RE: BOARD STAFF IR I-1-21 
Importance: High 

Martha, 

I can answer most of questions, but not all. I defer to Susan or one of her colleagues to 
comment on the current status of the Oakville directive in answer to (a) I presume it still 
exists but is unfulfilled or frustrated as a result of the government's decision). 

(a) The OPA has not yet finalized its plans for procuring supply in the SWGTA in the absence 
of the OGS contract. The Electricity Resources and Power System Planning divisions will be 
working on a plan to procure whatever supply is required in 2011; 

(b) The OPA has entered into negotiations with TransCanada Energy to terminate the OGS 
contract on mutually satisfactory terms. Three staff have been deployed to negotiate the 
termination of the OGS contract. Performance will be measured in terms of limiting the cost 
to the ratepayer. 

I hope this is alright. I recognize that it's not terribly detailed, but at this point in 
time we don't have a lot of detail and as the negotiations with TransCanada are ongoing, we 
need to be very mindful of what we say. 

Thank you, 
Michael 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
120 Adelaide St. West, Suite 1600 
Toronto, Ontario, MSH 1T1 
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416-969-6288 (office) 
416-969-6e71 (fax) 
416-52e-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 

-----Original Message----
From: Martha McOuat 
sent: Thu e3-Feb-11 s:e4 PM 
To: Susan Kennedy 
Cc: Michael Killeavy 
Subject: FW: BOARD STAFF IR I-1-21 

Are you able to help out with this? 

From: Michael Killeavy 
Sent: February 2, 2e11 4:51 PM 
To: Anna LeBourdais 
Cc: Martha McOuat; Miriam Heinz 
Subject: Re: BOARD STAFF IR I-1-21 

This is going to take a while to answer. I don't think I can answer (a) and I can't say much 
about (b) either. 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
12e Adelaide St. West, Suite 16ee 
Toronto, Ontario, M5H 1T1 
416-969-6288 (office) 
416-969-6e71 (fax) 
416-52e-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 

From: Anna LeBourdais 
Sent: Wednesday, February e2, 2e11 e4:44 PM 
To: Michael Killeavy 
Cc: Martha McOuat; Miriam Heinz 
Subject: BOARD STAFF IR I-1-21 

Michael, 

Martha McOuat has asked me to forward this Interrogatory to you to complete. I've attached 
the template for that purpose. 
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Thank you, 

Anna LeBourdais 

From: Kevin Dick 
Sent: January 25, 2011 6:31 PM 
To: Martha McOuat; Michael Killeavy 
Cc: Michael Lyle; Anna LeBourdais 
Subject: RE: 

Martha, 

Interrogatory #21 (SWGTA questions) are best addressed by Michael Killeavy. I am unaware of 
the specific details of the current status of the SWGTA Contract and Oakville Generating 
Station. 

Regards, 

Kevin 

From: Martha McOuat 
Sent: January 25, 2011 2:08 PM 
To: Beverly Nollert; Karen Frecker; Raegan Bond; Bryan Young; Sean Brady; Guy Raffaele; Marc 
Collins; Richard Duffy; Shawn Cronkwright; Kevin Dick; Michael Killeavy; Ruth Covich; Miriam 
Heinz; Ed Nelimarkka 
Cc: Michael Lyle; Anna LeBourdais 
Subject: FW: · 

Today is the deadline for intervenors to submit their interrogatories. I am attaching my 
handwritten triage sheet for Board Staff's IRs so you can see how they have been assigned. If 
your name is in the "Sent To" category, at least one of the 30 IRs contained has been 
assigned to you. Anna will send you templates to use for your responses shortly. 

Please call me as soon as possible if you have concerns with the questions that have been 
assigned to you. If there are some in particular that you feel require legal input we have 
arranged a meeting with our legal counsel for the 26th to advise us early in the process so 
you can incorporate this into your draft. 
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As you can see below, we are working on very tight timelines. I will forward others as soon 
as they are received. 

Our time lines are as follows: 

January 25: 
authors immediately 

February 1: 

February 2-3: 
may be required 

Interrogatories received from Intervenors, distributed to 

Your responses due to Regulatory Affairs 

Regulatory and Legal review, some further edits by authors 

February 4: Mike Lyle review; some further edits may be required. 
Submit full package to Colin for review 

February 7: 
required 

February 8: 

Colin's comments ·received, some further edits may be 

Responses filed with OEB 

Please feel free to submit your responses to Regulatory Affairs as they are completed, rather 
than holding the whole package to the deadline date. 

Your assistance with these is greatly appreciated. 

From: Anna LeBourdais 
Sent: January 25, 2011 1:53 PM 
To: Martha McOuat 
Subject: 

Attached is the scanned version of the BOARD STAFF's interrogatories. 

Cheers, 

Anna 
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Aleksandar Kojic· 

From: Joe Toneguzzo 
Sent: February 8, 2011 8:21 AM 
To: 
Cc: 

Karen Frecker; Martha McOuat; Michael Lyle; Susan Kennedy; Michael Killeavy 
JoAnne Butler 

Subject: Re: BOARD STAFF IR 1-1-21 

Sounds good to me. 

Thanks - Joe 

Original Message ----
From: Karen Frecker 
Sent: Monday, February 87, 2811 88:19 PM 
To: Martha McOuat; Michael Lyle; Susan Kennedy; Michael Killeavy; Joe Toneguzzo 
cc: JoAnne Butler 
Subject: RE: BOARD STAFF IR I-1-21 

Based on Colin's comments and review today with Mike Lyle and external legal counsel, the 
language in the Oakville GS interrogatory now reads: 

(a) The OPA has entered into negotiations with TransCanada Energy to terminate the OGS 
contract on mutually satisfactory terms. As noted in the LTEP, because of changes in demand 
along with the addition of approximately 8,488 MW of new supply since 2883 the outlook has 
changed, and the plant in Oakville is no longer required. However, a transmission solution to 
maintain reliable supply in the Southwest GTA will be required. The OPA is in the process of 
developing a transmission solution which meets the reliability requirements for the Southwest 
Greater Toronto Area. 

(b) As noted above, the OPA is in negotiations with TransCanada Energy to terminate the 
contract. In addition to their other responsibilities, three staff members from Electricity 
Resources and the Legal department have been assigned to the negotiating team. The OPA staff 
is assisted by external legal counsel and a technical consultant. Performance will be 
measured in terms of limiting the cost to the ratepayer • 

. Please advise if you have any concerns. 

Thanks, 

Karen 

-----Original Message----
From: Karen Frecker 
Sent: February 7, 2811 9:57AM 
To: Martha McOuat; Michael Lyle; Susan Kennedy; Michael Killeavy; Joe Toneguzzo 
Cc: JoAnne Butler 
Subject: RE: BOARD STAFF IR I-1-21 

I've spoken with Joe Toneguzzo and we have identified the following text to replace part (a): 

The OPA is in the process.of developing a transmission solution which meets the reliability 
requirements for the Southwest Greater Toronto Area. The OPA plans to address the aspects of 
this solution related to the bulk system in the second IPSP. 

The second sentence is optional. 
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