
Ontario Power Authority 

Circumstances are different now compared to when the plant was first 
contemplated, and we have a responsibility to respond to changes that have 
happened since the 2007 IPSP. 

Provincial deniand is lower than forecasted both because of the success of 
conservation programs in Ontario and due to global economic conditions. 

The supply picture has changed significantly because of the tremendous 
response to the OPA's Feed-In Tariff program for renewable energy. 

The prospects for distributed generation in the GTA are more promising today 
than before the Green Energy Act. 

Since 2005, working with others the OPA has made good progress on restoring 
system reliability: generation capacity in Ontario has increased by 8000 MW and 
a more than 10,000 MW are under development. 

That's the equivalent of adding the entire generating capacity of Alberta and 
Saskatchewan. 

OGS was originally tasked with addressing local reliability, as well as three 
province-wide objectives: 2014 coal closure, restoring a balance of supply and 
demand in the GTA, and to provide a partner for intermittent renewables. 

We have time, and the Minister's Long-Term Plan initiative gives us an 
opportunity to consider the best alternatives to address some of the province
wide needs. 

The needs of the SouthWE;!St GTA communities that we identified in 2007 still 
exist today. 

We have some time to consider the transmission work required to meet the 
needs of the growing communities in the Southwest GT A. 

The public will be consulted on any transmission projects to ensure that needed 
work is done as efficiently as possible, and along existing transmission corridors. 

The work of planning is done on a continuous basis at the Power Authority-- we 
constantly test our assumptions and monitor developments to respond to 
changing circumstances. 

The Ontario Power Authority designed and ran a best-in-class procurement 
process to ensure a fair, transparent and vigorous competition. · 

The OPA's procurements are designed to get the best competition and the best 
results for ratepayers- both on cost and the environment. 



Ontario Power Authority 

The costs of those projects will depend on the electricity needs. The Minister of 
Energy's Long Term Energy Plan will address those needs and projects. We are 
advising that process, and will subsequently be filing an Integrated Power 
System Plan with the Ontario Energy Board. 

8. How much will the transmission project cost? 

The cost of transmission project is estimated at $200 M. 

9. When will the transmission project start? 

There's a lot of work to do before the project would start, and it does not need to 
begin immediately. We do have time. We anticipate that the work is required by 
the end of the decade. 

10. What's the route of the new transmission work? 

We have some time to consider the transmission work required to meet the 
needs of the growing communities in the Southwest GTA. 

The public would be consulted on any transmission projects to ensure that 
needed work is done as efficiently as possible, and along existing transmission 
corridors. 

11. How many homes will be affected? 

We have some time to consider the transmission work required to meet the 
needs of the growing communities in the Southwest GTA. 

The public would be consulted on any transmission projects to ensure that 
needed work is done as efficiently as possible, and along existing transmission 
corridors. 

12.1s Trans Canada being compensated for the cancellation of a billion 
dollar project? 

TransCanada has long been an important part of Ontario's electricity sector, and 
we are in discussions with them. We value the role TransCanada plays and as 
the government finalizes its L TEP we expect that TransCanada will continue to 
play an important role. 

13.1s Trans Canada getting a backroom deal for another project later? 



Ontario P·ower Authority 

TransCanada has long been an important part of Ontario's electricity sector, and 
we are in discussions with them. We value the role TransCanada plays and as 
the government finalizes its L TEP we expect that TransCanada will continue to 
play an important role. 

14.ls the cancellation of this project being caused by Trans Canada's 
inability to win community/OMS/court approval? 

No. It's fair to say the circumstances have changed since the 2007 IPSP, when 
we identified a local need in SWGTA for a generating facility and also provincial 
needs for coal closure and other system benefits~ 

Local area needs still have to be addressed, and transmission work can meet 
that need. 

However, the provincial energy landscape has changed, partially because of 
reduced demand through conservation, and global economic conditions, and 
partially through the success of our Feed-In Tariff program for renewable energy, 
and the work we've done to help add 8,000 MW of supply since 2005. 

Considered together, it means the plant is no longer required to ensure coal 
closure in the province by 2014. 

The plant was also contemplated to help balance supply and demand in the 
GTA, but we see greater prospects for district energy in the region than we did 
before the Green Energy and Green Economy Act. 

It means there is time and opportunity to make the best choices that will address 
real needs today and tomorrow. 

15. Why not let Trans Canada's competitors try to build a plant in 
SWGTA? 

Communities in the SWGTA do have a need for local reliability. We identified it 
in the 2007 IPSP, and it is still true today. We believe those needs can be 
addressed through transmission work. 

16.Will the losing proponents from the SWGTA procurement be 
compensated for their time and money? 

No, the procurement process has run its course and has been completed. 

17.1s the OPA bowing to local opposition to the gas plant? 



Ontario Power Authority 

No. The OPA continuously plans, monitors and evaluates alternatives. 
Changing circumstances mean we have an opportunity to close coal plants in 
Ontario by 2014, without building a generating facility in the SWGTA. 

Let's go back to first principles, of why and how we plan for generating facilities. 
OGS was originally tasked with addressing local reliability, as well as three 
province-wide objectives: 2014 coal closure, restoring a balance of supply and 
demand in the GTA, and to provide a partner for intermittent renewables. 

Demand is lower than forecasted both because of the success of conservation 
programs in Ontario and due to global economic conditions. 

The supply picture has changed significantly because of the tremendous 
response to the OPA's Feed-In Tariff program for renewable energy, and 
because of the work undertaken since 2005 to add 8,000 MW of generating 
capacity in Ontario. 

As well, there are alternatives in balancing supply and demand in the GTA. For 
instance, the prospects for district energy are much greater today than before the 
Green Energy and Green Economy Act. 

We identified the need for local reliability in the Southwest GTA in 2007, and that 
need still exists today. 

We have some time to consider the transmission work required to meet tlie 
needs of the growing communities in the Southwest GTA. 

18.1s this a case of a wealthy, well-funded opposition group getting 
what it wants? 

No. Changing circumstances mean we have an opportunity to close coal plants 
in Ontario by 2014, without building a generating facility in the SWGTA. 

19.Are you compromising reliability for political expediency? 

No. The Minister of Energy today announced that the Oakville Generating Station 
will not be progressing because of changing circumstances identified in the Long 
Term Energy Plan process. 

Our evidence supports that view. 

20.1s the OPA bowing to political pressure from the government? 

No. Changing circumstances mean we have an opportunity to close coal plants 
in Ontario by 2014, without building a generating facility in the SWGTA. 



Ontario Power Authority 

21.Are you conceding that gas plants are not safe? 

Gas plants are safe, and have demonstrated a strong safety record in Ontario. 
The gas fleet in Ontario is a good source of cleaner electricity as we close down 
coal plants and add renewable energy resources. 

22. How many more gas plants are required in Ontario? 

The Minister's Long-Term Energy Plan initiative gives us an opportunity to 
consider the best alternatives to address some of the province-wide needs. 

22. You've talked about local needs as well as provincial ones. Since 
this plant was going to address provincial needs, who is going to 
pick up the slack for Oakville? 

Communities in the SWGTA still have needs in terms of local reliability, and we 
believe that transmission projects can meet those needs. 

In terms of provincial needs, the changing energy landscape gives us the 
opportunity to close and replace Ontario's coal plants by 2014, without building 
this project. 

Provincial demand is lower than forecasted both because of the success of 
conservation programs in Ontario and due to global economic conditions. 

The supply picture has changed significantly because of the tremendous 
response to the OPA's Feed-In Tariff program for renewable energy. 

The prospects for district energy in the GTA are more promising today than 
before the Green Energy Act. 

Since 2005, working with others the OPA has made good progress on restoring 
system reliability: generation capacity ih Ontario has increased by 8000 MW and 
a more than 10,000 MW are under development. 

That's the equivalent of adding the entire generating capacity of Alberta and 
Saskatchewan. 

All of that progress means, the Ontario is in good shape and has time to consider 
alternatives through the planning process initiated by the Minister of Energy. 



Aleksandar Kojic 

From: 
Sent: 
To: 
Cc: 
Subject: 

Mike; 

Deborah Langelaan 
October 18, 2010 5:39 PM 
Michael Lyle 
JoAnne B~tler; Michael Killeavy 
Fw: Meeting tomorrow 

Last Friday afternoon JoAnne, Ben and I met with representatives of TransCanada to discuss 
the repudiation of the SW GTA contract. It was the inaugral meeting and it went well. TCE 
indicated that their preference is to move the Facility to another location and they 
suggested it was also the_Province's preference. As you will see in Terry's e-mail below we 
will be meeting tomorrow afternoon to discuss ON demand/supply and regional needs for 
infrastructure. As was the case for Friday's meeting this meeting is without lawyers. 

Deb 

-----Original Message-----
From: Terry Bennett <terry bennett@transcanada.com> 
To: Deborah Langelaan 
Sent: Mon Oct 18 16:S4:59 2010 
Subject: Meeting tomorrow 

Deborah, I don't think we need a detailed agenda for tomorrow's meeting, but I thought 
providing an overall objective might be helpful. To that end, here is my take on the 
objective - please feel free to add or edit as you see fit: 

To review the overall electrical system supply and demand for the Province and to identify 
regional needs for energy infrastructure and their timing. We are hoping Amir can provide 
the views of the OPA planning group. TransCanada can provide information on the 
alternatives we provided to the government (I believe the OPA has the briefing document 
outlining these), and information on our sites at Halton Hills and Cambridge. 

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. 

1 



Aleksandar Kojic 

From: 
Sent: 
To: 
Cc: 
Subject: 

Ben Chin 
October 19, 2010 3:51 PM 
Deborah Langelaan; JoAnne Butler 
Michael Killeavy 
RE: TCE OGS - Oakville Litigation & OMB Hearing 

They've also asked gov, and haven't received an answer. I think for our part, we shouldn't be impeding them from doing 
what they need to do. I don't think we should be telling them to wrap up their hearings, or not. If they want to wrap it up
and it makes sense -they should. T 

ONTARIO •.. Ben Chin J Vice President, Co1porate Communications 

POWERAU1HORJTY L! 120 Adelaide St W., Suite 1600 I Toronto, Ontario, MSH 1T1 
Phone: 416.969.6007 I Fax: 416.967.19471 Email: ben.chin@powerauthoricy.on.ca 
,.!; Please consider your environmental responsibility before printing tlus 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 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: Deborah Langelaan 
Sent: October 19, 2010 3:45 PM 
To: JoAnne Butler; Ben Chin 
Cc: Michael Killeavy 
Subject: TCE OGS - Oakville Litigation & OMB Hearing 

JoAnne and Ben; 

During this afternoon's meeting with TCE Chris Breen advised the OPA that it is their intent, unless the OPNProvince 
feels differently, to wrap up the lawsuit with the Town of Oakville as well as the hearing with the OMB. The Town has 
asked that TCE to advise them by Thursday of this week of its intent. Are either of you aware of any reason why the OPA 
would object to TCE pursuing this strategy? 

Deb 

Deborah Langelaan 1 Manager, Natural Gas ProjectsiOPA I 

Suite 1600- 120 Adelaide St. W. I Toronto, ON MSH 1Tl I 
T: 416.969.6052 I F: 416.967.1947 II deborah.langelaan@powerauthority.on.ca 1 

1 



Aleksandar Kojic 

From: 
Sent: 
To: 

Michael Lyle 
October 20, 2010 2:56PM 
Michael Killeavy 

Cc: 
Subject: 

JoAnne Butler; Deborah Langelaan; Susan Kennedy 
RE: Meeting follow-up 

I agree generally with this approach. Note that the e-mail does not actually ask us to take 
an active role in their mitigation plan but rather comment only if we wish them not to 
proceed with any of their proposed actions. Given that a response is not required, I would 
recommend not providing one. 

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: 416-969-603S 
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: Michael Killeavy 
Sent: October 19, 2010 8:09 PM 
To: Michael Lyle 
Cc: JoAnne Butler; Deborah Langelaan 
Subject: Fw: Meeting follow-up 

Please see the email below. It is a follow up to the TCE meeting we had today. 

We were thinking that we ought to just tell them to do what they think is best in the 
circumstances rather than taking an active part in their plan to mitigate any damages. Can 
you comment on this approach? 

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) 

1 



416-S20-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 

-----Original Message-----
From: Terry Bennett <terry bennett~ranscanada.com> 
To: Deborah langelaan; JoAnne Butler; Ben Chin; Michael Killeavy; Amir Shalaby 
CC: Karl Johannsen <karl johannson@transcanada.com>; John Mikkelsen 
<john.mikkelsen@transcanada.com>; Terri Steeves <terri steeves@transcanada.com>; Chris Breen 
<chris breen@transcanada.com>; Finn Greflund <finn greflund@transcanada.com> 
Sent: Tue Oct 19 20:02:18 2010 
Subject: Meeting follow-up 

Deborah, further to our discussion today, consistent with the OPA directive to cease 
activities in connection with the Facility, TransCanada is currently considering the 
following actions to terminate its proceedings at Superior Court and the Ontario Municipal 
Board: 

1. The discontinuation of its Applications in Ontario Superior Court to quash the Town of 
Oakville Interim Control By-law, The Town of Oakville Official Plan livable Oakville 
(Oakville. By-law 2009-112) and the Town of Oakville Health Protection and Air Quality By-law 
(Oakville By-law 2010-03S). 
2. TransCanada will not appeal to the Ontario Municipal Board the new bylaws passed by the 
Town of Oakville with respect to planning requirements for power generation facilities passed 
on September 27, 2010 (By-laws 2010-1S1, 2010-1S2 and 2010-1S) 
3. TransCanada will withdraw its appeals to the Ontario Municipal Board with respect to 
the rejection its site plan application and its rejection by the Committee of Adjustment of 
its application for minor variances, and the extension of the Interim Control Bylaw. These 
appeals were combined with Ford Canada's appeal of the rejection of its application for 
consent to sever the lands at 1S00 Royal Windsor Drive in Oakville; at this time, we do not 
know if Ford will proceed with its appeal. 
4. TransCanada will withdraw its Motion for leave to Appeal (Court File No. 619-09) the 
decision of the Ontario Municipal Board (Decision Pl090414) from December 4, 2009 

Note that these actions may result in TransCanada being required to pay some or all of the 
Town of Oakville's legal costs. 

Please let us know at your earliest convenience, but no later than 12 noon Thursday October 
21, 2010, should you wish that TransCanada not proceed with any component of the above 
termination plan. 

Regards, 

Terry 

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. 

3 



Aleksandar Kojic 

From: 
Sent: 

Deborah Langelaan 
November 2, 2010 3:33 PM 

To: 
Subject: 

Michael Lyle; JoAnne Butler; Amir Shalaby; Ben Chin; Michael Killeavy 
FW: MPS Letter Agreement 

Attachments: MPS Letter Agreement Oct 29_2010.pdf 

Please find attached the Letter Agreement between MPS and TCE that was executed last Friday. 

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: 416.967.1947 II deborah.langelaan@powerauthoritv.on.ca 1 

From: Terry Bennett [mailto:terry bennett@transcanada.com] 
Sent: November 2, 2010 2:40 PM 
To: Deborah Langelaan 
Subject: MPS Letter Agreement 

Deborah, as a follow up to the call between the OPA and TransCanada last Friday, I am attaching the Letter Agreement 
between Mitsubishi Power Systems Americas, Inc. (MPS) and TransCanada Energy Ltd.(TCE) 

As communicated to the OPA earlier, the options available to us with respect to the MPS gas turbines were to either 
terminate the contract and face the cancellation charges of approximately $92 million (45% of the value of the contract), 
or to allow the contract to continue into November, with the corresponding cancellation fee increasing to approximately 
$106 million (or 55% of the value of the contract). 

TCE was successful in negotiating terms with MPS with the following provisions: 
• Allow the contract to continue, but roll back the cancellation fee to only 50% of the value of the contract for the 

month of November 
• MPS agrees to work with TCE to supply equipment changes for an alternative project- including a fast start 

option on the G machine and the option to supply an F class machine 
• MPS has exclusive rights to supply the balance of the equipment for the power island, including as necessary, 

the steam turbine and HRSG, if the event the configuration is a combined cycle. 

As discussed and agreed to on our call with the OPA last Friday afternoon, with the OPA's consent and agreemen~ TCE 
executed the Letter Agreement with MPS on Friday (October 29) which allows us additional time to identify a viable 
alternative site. 

The agreement commits us to meet with MPS no later than November 19 to determine whether and/or how to proceed 
beyond this interim agreement. 

We look forward to a productive session on Friday. 

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. 

1 



If you have received thls message in error, please notify the sender immediately and delete the original 
message. Thank you. 

2 



October 29, 2010 

MPS Canada, Inc. 
Royal Bank Plaza, South I ower 
200 Bay Street, Suite 3220 
I oronto, ON Canada M5J 2Jl 

Attention:ShllllchlUeti 

TransCanada 
In busmess to deliver 

Subject: Equipment Supply Contract #6519 dated .July 7, 2009 between Trans Canada 
·Energy Ltd. andMPS Canada, Inc. (the "Contncf') 

Dem· Mr .. Ueki, 

Ihls letter (thls "Letter Agreement") is intended to set forth certain agreements, understandings 
and coinmitments between IransCanada Energy Ltd. ("Pur-chaser'") and MPS Canada, Inc. (tbe 
"Supplier'') regarding the Contract 

I. Background. Purchaser has been informed by the Ontario Power Authority (the "OPA") 
that the Project will not proceed forwanl based on the current site location designated in the 
Contract OPA has 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 
Termication Payment Attachment I contains a list of the potential alternative projects and 
potential configmations that T!ansCanada will pursue with OP A. Iher·efore, Purchaser hereby 
suspends Supplier's Wmk effective immediately until November· 30, 2010. As a result of such 
suspension, the Scheduled Delivery Dates will be redefined and any amounts determined in 
accordance with Article 14 will be paid. 

2. Commitment. The Parties agree to amend 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 15" or November 2010 from "55%" to "50%." The Parties 
agree to cooperate with each other and use all reasonable good faith efforts to identify a viable 
alternative project(s). The Parties shall provide updated information to each other regarding the 
progress of selecting an alternative project(s) and meet no later than November 19, 2010 to 
further discuss the ongoing status of an alternative project(s). Supplier agrees to provide 
information to Purchaser to support its efforts to identify an alternative project(s) with the 
configmation as listed in Attachment 1. Upon identifYing an alternative project(s) and site(s), the 
Parties shall meet on a regular basis to identify and agree upon the changes to the Contract based 
upon the alternative project(s ), including without limitation changes to the equipment delivery 
schedules and performance guarantees based upon the configmation of the alternative project(s). 



Leite~ .Agreiment 
beMeen TmmCanada Energy Ltd. 

and MPS Canada liiG 

Furthmmore, Purchaser agrees to work exclusively with .Supplier and Supplier agtees to 
cooperate with Purchaser for futnishing the heat recovery steam generators and steam tw'bine 
generators, if such equipment is required bysuch altemative project(s). For gteater clatity, the 
Pazties agree that the obligations to identifY an alternative project(s) and to w01k exclusively with 
each other for the furnishing of the heat recovery steam generators and steazn turbine generators 
shall terminate if the Contract is terminated. 

3. Defined I enns. Capitalized terms used but not defiued herein shall have the meaning 
given them in the Contract. 

4. Other Tenns and Conditions. Except as exp1essly set forth herein, this Letter Agreeinent 
shall not by implication or otherwise limit, impair, constitute a waiver of, or otherwise affect the 
tights and remedies of either pazty to the Contract, nor aitei·, 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 aiid remain in full force aiid effect. 

5. Goveming Law. This Lettm· Agreement shall be, f01· all purposes, governed by and 
construed in accordance with the laws of the Province of Ontario, excluding its rules goveiUing 
conflicts oflaw. 

6. Entire AgreeJOent. This Letter Agreement represents the entire agreeinent aiid 
understaiiding of the Pazties with respect to the aznendment aiid modification ofthe Contract on 
the suqject hereof; aiid supe1sedes all priOI·orcontempOiaiieous discussions, undeiStandings and 
agreements between the Pazties with respect thereto. · 

7. Amendments in Writing. No chaiige, aznendment or modification ofthis Letter 
Agreement shall be valid or binding upon the Parties unless such change, aznendment or 
modification shall be in writing and duly executed by both Parties. 

8. Countema:rts: Signatmes. This Letter Agreement may be executed in any number of 
counterpazts, each of which shall be deemed an original, but all of which together shall constitute 
one instrument. Any signature page of aiiY such counte1pazt, or aiiY electronic facsimile thereof, 
may be attached or appended to any other counterpart to complete a fully executed counterpart of 
this Letter Agreement. Any electmnic facsimile transmission of any signature of a Pa:rty shall be 
deemed a:rr original and shall bind such Pa:rty. 

9 Confidentialltv. The Parties agtee that neither Party shall disclose the contents of this 
Letter Agieement to any thitd pazty without the prior written consent of the other· Party; pmvided 
that Purchaser may disclose the contents of this Letter Agreement to the OP A. 

[REMAINDER OF PAGE INIENIIONALLY LEFI BLANK] 
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CONFIDENTIAL 
letter Agreement 

between Ih111sCanada Energy Ltd 
andMP.S Canada .. !nt 

If the foregoing accuratelyteflects the undetstanding and agteements of Supplier and 
Purchaser with respect to the subject matter hereof, please indicate ymtr assent by having a duly 
authmized tepresentative of Supplier countezsign below and return one duplicate original of this 
Letter Agteement to Purchaser. 

TzansCanada Energy Ltd 

By:~ 
Name: Teuy Bennett 

Title: Vice President 

Accepted this 291
• day of October, 20 I 0. 

MPS Canada, Inc 

By:c._ -=,gj.t=::::::._ 
Name: Shinichi Ueki 

Title: President 

I 



CONFIDENTIAL 

Options Configuration GT 
5/C (Fast 

2onl C/C 
Start) 

(with Duct 
GAC 

C/C(no 
Finng) 

Fast 
Fast Start) 

cc lonlC/C 

(Single or 
(with Duct 

GAC 
A ring) 

Multi) 
x2 Block 

S/C (Fast lonlC/C 
Start) (with Duct GAC 
C/C(no F.irlng) Fast 

Fast Start) x2 Block 

2on1C/C 
cc (with Duct GAC 

Finng) 

2x1C/C 
cc (with Duct F3 

Firing) 

sc 3xS/C F3 

S/C (Fast 
2XS/C 

GAC 
Start) Fast 

Output(MW) 

475MW 
-900MW 

450MWx2 

240MW x2 
-450MWx2 

900MW 

600MW 

500MW 

475MW 

Letter Agreement 
between TransCanada Energy Ltd.. 

.and MPS CanatW, Jnc. 

Attachment 1 
Proiect Ontions 

Emission 
COD GTDel!very s 

S/C May/Jun-
2015 Jan-14 15ppm 

C/C Jun-2017 

May/Jun-
Jun-13 SCR 

2015 

5/C May/Jun-
2015 Jun-13 15ppm 

C/CJun-2017 

May/Jun-
Jun-13 SCR 

2015 

May/Jun-
Jun-13 SCR 

2015 

May/Jun-. 
Jan-14 15ppm 

2015 

May/Jun-
Jan-14 15ppm 

2015 

*Note: Alllnfonnation provided herein is preliminary and subject to change. 

Remarks 

GAC Fast Information Is required within 
20days. 

CC Fast Is not required. 

Potential for Single Shaft subject to capacity 
of Ductfinng. Could be one or two sites. 

GAC Fast Information Is requtred within 29 
days. 

Single Shaft Capacity for Duct,Firlng ts 
required. 

Origtnal Specification 



Aleksandar Kojic 

From: 
Sent: 
To: 
Cc: 

Chris Breen [chris_breen@transcanada.com] 
November4, 2010 12:22 PM 
Ben Chin 

Subject: 
Deborah Langelaan; JoAnne Butler; Michael Killeavy; Terry Bennett 
CONFIDENTIAL AND SUBJECT TO COMMON INTEREST PRIVILEGE 

Ben, 

Thanks 

CONFIDENTIAL AND SUBJECT TO COMMON INTEREST PRlVILEGE 

Here is a listing of current court and OMB matters and issues relating to the Oakville Generation Station 
and TCE planned actions. 

Application to Ouash PM By-law and ICBL- TCE proposed to the Town's lawyers that we give 
up the Dec 20-23 court dates and adjourn sine die (indefinitely); Town refused. Presiding Judge 
has asked Town and TCE to resolve in the next 1 to 2 weeks, failing which, he will reluctantly 
consider submissions. Our lawyers will start discussions with the Town this week on a possible 
discontinuation of the Applications if the Town would agree to no costs, on the basis that the 
Province's actions have triggered the discontinuation. We expect that the Town will insist on 
receiving at least some of their costs. If the parties can't agree, the matter will be decided by the 
presiding Judge by the end ofNovember. 

TCE's counsel believe that TCE is not prejudiced by dropping the Applications, Ford might try 
to argue that the ICBL Application is part ofTCE's obligation to get appropriate zoning for a 
power plant on the Ford site; TCE's view is that this is not the case. Counsel advises that TCE 
has the better argument and that there is only a slight risk of Ford winning on the matter. TCE is 
therefore prepared to discontinue the PM by-law quash and all of the ICBL related matters. 

Divisional Ct Application for Leave to Appeal original OMB decision re ICBL- adjourned sine 
die. For now, we will leave this as is. 

OMB Appeal re: Site Plan; Minor Variance; ICBL Extension- combined with Ford's appeal 
re Severance- Nov I pre-hearing adjourned to Jan 28,. We intend to continue with the Minor 
Variance (required by the Ford Option Agreement) but drop the site plan (we can always 
reapply) and the ICBL extension appeal (as noted above, moot with the new by-law passed, 
subject to the comment above re possible Ford argument that matter should be continued). We 
expect Ford to continue with their severance appeal. 

OMB Appeal re Liveable Oakville- pre-hearing scheduled for Jan 7. For now, we will leave as 
is. 

Appeal of new zoning by-law and Official Plan Amendment- Appeal filed on October 26. 
Waiting for response from OMB and Town. 

Please advise if you have any comments or concerns? Also please share this with those interested on 
your side. 
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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 inunediately and delete the original 
message. Thank you. 
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Aleksandar Kojic 

From: 
Sent: 
To: 
Subject: 
Attachments: 

Hi JoAnne 

Karl Johannson [karl_johannson@transcanada.com] 
November 5, 2010 12:56 PM 
JoAnne Butler 
Letter 
DOCS-#9768822-v2-LTR OPA Oct 28 10 
_re _ TransCanada_-_ TransCanada_Letterhead.doc 

Here is a copy of the letter we are proposing to send Colin on Monday afternoon. As we discussed, I just wanted to rnake 
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, 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 inunediately 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 "Contracf') between TransCanada Energy 
Ltd. and Ontario Power Authority dated October 9, 2009 

As you know, on October?, 2010, OPA notified TransCanada 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 7th 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, 2010 letter. · 

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: 
Cc: 
Subject: 

JoAnne Butler 
November 5, 2010 2:51 PM 
Michael Lyle 
Deborah Langelaan 

. Fw: Letter 
Attachments: DOCS-#9768822-v2-LTR OPA Oct 28 10 

_re_ T ransCanada _ --TransCanada _Letterhead .doc 

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 05 12:56:07 2010 
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, 
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, 201 0 

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?, 2010, OPA notified TransCanada 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 Jetter dated October 8, 2010, TCE acknowledged OPA's October 7th 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, 2010 letter. 

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 Lyle 
November 10, 2010 12:44 PM 
Colin Andersen 

Cc: 
Subject: 

JoAnne Butler; Ben Chin; Susan Kennedy 
SWGTA Letter 

Attachments: Response to TCE Letter of November 8 201 O.DOC 

Attached is a draft letter that is in response to TCE's letter of November 8 in which they asserted that we had 
repudiated the contract. 

We are taking the position that we have not repudiated the contract and are continuing to seek a mutually agreed 
termination. If they are right that we have repudiated and they have accepted our alleged repudiation then the 
contract is terminated and they could seek certain remedies at any time, including commencing a legal action and 
insisting that their Performance Security be returned, which would not be the case if the Contract is not yet terminated. 
This helps us preserve some of our bargaining power. 

let me know if you are comfortable with the contents ofthe letter and I will provide you with a copy for signature. 

Michael Lyle 
General Counsel and Vice President 
Legal, Aboriginal & Regulatory Affairs 
Ontario Power Authority 
120 Adelaide Street West, Suite 1600 
Toronto, Ontario, M5H 1T1 
Direct: 416-969-6035 
Fax: 416.969.6383 
Email: michael.lyle@powerauthority.on.ca 

This e-mail message and any files transmitted with it are intended only for the named recipient(s) above and may contain infonnation 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 transmiHed 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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Dear Mr. Pourbaix: 

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

We acknowledge receipt of your letter to the OPA dated November 8, 2010. We are of the view 
that since our letter to you dated October 7, 2010, we have engaged in productive negotiations to 
reach mutual agreement to terminate the Contract. We do not accept the assertion in your 
November 8, 2010 letter that the OPA has repudiated the Contract. 

We appreciate your willingness to move forward on the basis of your October 8, 2010 letter, that 
is, to continue to meet and discuss our request that the Contract be mutually terminated, and we 
would like to express our continued willingness to do the same. 

Sincerely, 

ONTARIO POWER AUTHORITY 

Per: 
~--~~~~-----------
Name: Colin Andersen 
Title: Chief Executive Officer 

TOR_P2Z:4927910.1 



Aleksandar Kojic 

From: 
Sent: 
To: 
Cc: 
Subject: 

JoAnne Butler 
November 10, 2010 3:18PM 
Michael Lyle; Colin Andersen 
Ben Chin; Susan Kennedy 
RE: SWGTA Letter 

I propose to do what Karl Johannsen has done for us ... once Colin approves the letter, I will send the draft to Karl and let 
him know that it will be coming .... thanks ... 

JoAnne C. Butler 
Vice President, Electricity Resources 
Ontario Power Authority 

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

416-969-6005 Tel. 
416-969-6071 Fax. 
joanne.butler@powerauthority.on.ca 

· From: Michael Lyle 
Sent: Miercoles, 10 de Noviembre de 2010 12:44 p.m. 
To: Colin Andersen 
Cc: JoAnne Butler; Ben Chin; Susan Kennedy 
Subject: SWGfA Letter 

Attached is a draft letter that is in response to TCE's letter of November 8 in which they asserted that we had 
repudiated the contract. 

We are taking the position that we have not repudiated the contract and are continuing to seek a mutually agreed 
termination. If they are right that we have repudiated and they have accepted our alleged repudiation then the 
contract is terminated and they could seek certain remedies at any time, including commencing a legal action and 
insisting that their Performance Security be returned, which would not be the case if the Contract is not yet terminated. 
This helps us preserve some of our bargaining power. 

Let me know if you are comfortable with the contents ofthe letter and I will provide you with a copy for signature. 

Michael Lyle 
General Counsel and Vice President 
Legal, Aboriginal & Regulatory Affairs 
Ontario Power Authority 
120 Adelaide Street West, Suite 1600 
Toronto, Ontario, M5H 1T1 
Direct: 416-969-6035 
Fax: 416.969.6383 
Email: michael.lyle@powerauthority.on.ca 

This e-mail message and any files transmitted with it are intended only for the named recipient(s) above and may contain infonnation 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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Aleksandar Kojic 

From: 
Sent: 

Safouh Soufi [safouh@smsenergy-engineering.com] 
November 17, 2010 10:31 AM 

To: 
Cc: 

Michael Killeavy; Rocco Sebastiana; Deborah Langelaan; Amir Shalaby; Elliot A Smith 
JoAnne Butler; Ben Chin 

Subject: Re: TransCanada M501 F & M501GAC Fast Start Indicative Information 

Micheal. Quick answer: 

What MPI is sayjng this 15 Millions estimate is to covert Oakville units to fast start using Oakville site ambient 
conditions. This impacts what is called the gas turbine baseload profile. Taking the units to another site with 
different ambient conditions will have an impact on the unit baseload profiles. This may or may not impact 
price, so MPI is leaving the door as they may not have been given new site ambient conditions. 

What TCE is saying, by the time it is said and done this is a 20 M Dollar exercise, pressumably due to impact 
of new site conditions. 

Neither estimates take into account cost impact to change of generators and other items, if such is required 

What is not clear to me is why we are getting an excerpt ofMPI email to TCE 
We are not getting a scope from MPI for what is involved in their estimate unless we got an email from TCE 
that I missed. Also not clear is why a decision should be made so quickly on a modification that is not 
production line dependent. This mod may be applied later, see item 2 under CONDITIONS in MPI email to 
TCE. Has there being a discussion on timing between TCE and MPI as far as you know. 

Final comment. OPA-PSP is also interested, as per last meeting, in a cost estimate for fast start in combined 
cycle. The one given is for simple cycle. 

I hope to have answered your question. 

Thanks, 
Safouh 

From: "Michael Killeavy" <Michael.Killeavy@powerauthority.on.ca> 
Date: Wed, 17Nov2010 09:08:59-0500 
To: Sebastiana, Rocco<RSebastiano@osler.com>; Deborah 
Langelaan<Deborah.Langelaan@powerauthority.on.ca>; Amir 
Shalaby<Amir.Shalaby@powerauthority.on.ca>; Smith, Elliot<ESmith@osler.com>; <safouh@smsenergy
engineering.com> 
Cc: JoAnne Butler<joanne.butler@powerauthority.on.ca>; Ben Chin<Ben.Chin@powerauthority.on.ca> 
Subject: RE: TransCanada M501F & M501 GAC Fast Start Indicative Information 

I know. I was just wondering if Safouh might shed some light on whether this cost even makes sense. 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
120 Adelaide Street West, Suite 1600 
Toronto, Ontario M5H 1T1 

1 



416-969-6288 (voice) 
416-969-6071 (fax) 
416-520-9788 (cell) 
michael. killeavV@powerauthority.on.ca 

From: Sebastiana, Rocco [mailto:RSebastiano@osler.com] 
Sent: November 17, 2010 9:07AM 
To: Michael Killeavy; Deborah Langelaan; Amir Shalaby; Smith, Elliot; 'safouh@smsenergy-engineering.com' 
Gc: JoAnne Butler; Ben Chin 
Subject: Re: Transcanada M501F & M501GAC Fast Start Indicative Information 

To be clear, MPS is only ball-parking the cost at $15 million for the conversion of the two CTGs to fast-start. They are not 
providing even a firm estimate. In fact TCE suggested that it would be more likely in the $20 million range. Before we 
agree to the fast start conversion, we need to get a firm price quote for the conversion. MPS's assertion that the price 
quotes were based on OGS and that there may be an adder for a different location does not seem to make any sense to 
me, unless their price include some aspect of installation of the CTG's and even then, changing location from Oakville to 
KW should not have any material impact on scope and price of the CTG's themselves. 

Thanks, Rocco 

From: Michael Killeavy [mailto:Michaei.Killeavy@powerauthority.on.ca] 
Sent: Wednesday, November 17, 2010 08:57AM 
To: Sebastiana, Rocco; Deborah Langelaan <Deborah.Langelaan@powerauthority.on.ca>; Amir Shalaby 
<Amir.Shalaby@powerauthority.on.ca>; Smith, Elliot; safouh@smsenergy-engineering.com <safouh@smsenergy
engineering.com> 
Cc: JoAnne Butler <joanne.butler@powerauthority.on.ca>; Ben Chin <Ben.Chin@powerauthority.on.ca> 
Subject: RE: Transcanada M501F & M501GAC Fast Start Indicative Information 

I am not aware of the exact terms. There was a teleconference last Thursday when the TCE first broached the idea. 

If the fast-start cost is acceptable to us I see no need to extend the cancellation period. I think it is clear from our 
discussions with PSP that we have the intention to get TCE to develop a plant with these turbines if we can negotiate a 
satisfactory agreement. We would be agreeing to incur a liability with no real benefit since there is no value of the option 
to cancel. 

. Can Safouh comment on the cost of the fast-start capability? Is this typically what it would cost or is the price being 
inflated? 

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.killeavy@powerauthority.on.ca 
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From: Sebastiana, Rocco [mailto:RSebastiano@osler.com] 
Sent: November 17, 2010 8:29AM 
To: Deborah Langelaan; Amir Shalaby; Michael Killeavy; Smith, Elliot; 'safouh@smsenergy-engineering.com' 
Cc: JoAnne Butler; Ben Chin 
Subject: Re: TransCanada M501F & M501GAC Fast Start Indicative Information 

Deb, 

In reviewing the chain of emails from TCE, I saw the cost estimate to convert the CTGs to fast start, but I did not see the 
terms of MPS's offer to extend the suspension until the end of the year. I think that what we discussed on Monday was 
that we did not want to have to give up anything (e.g., like giving MPS exclusivity on any part of the plant) or pay any 
sort of premium to extend the suspension. Has TCE advised of the terms of MPS's offer to extend suspension? We need 
to consider that before responding to TCE's e-mail. 

Thanks, Rocco 

From: Deborah Langelaan [mailto:Deborah.Langelaan@powerauthority.on.ca] 
Sent: Wednesday, November 17, 2010 07:17AM 
To: Amir Shalaby <Amir.Shalaby@powerauthority.on.ca>; Michael Killeavy <Michaei.Killeavy@powerauthority.on.ca>; 
Sebastiana, Rocco; Smith, Elliot; safouh@smsenergy-engineering.com <safouh@smsenergy-engineering.com> 
Cc: JoAnne Butler <joanne.butler@powerauthority.on.ca>; Ben Chin <Ben.Chin@powerauthority.on.ca> 
Subject: Fw: TransCanada MSD1F & M501GAC Fast Start Indicative Information 

TCE is inquiring into OPA's response to MPS's offer to extend suspension of contract until end of year. TCE is meeting with MPS 
this week {I think tomorrow) to advise decision. 

During Monday's meeting we were in agreement to extend the deadline - how should we communicate this to TCE? 

Deb 

-----Original Message-----
From: Terry Bennett <terry_ bennett@transcanada.com> 
To: Deborah Langelaan 
Sent: Tue Nov 16 18:52:07 2010 
Subject: Fw: TransCanada M501F & M501GAC Fast Start Indicative Information 

Deborah, please see the email chain below in response to your request on fast start costs. 

Please pass along to your team as appropriate. 

Would you like to schedule a call tomorrow to discuss your response to the MP A extension offer? 

Regards, 
Terry 

From: Terri Steeves 
Sent: Tuesday, November 16,2010 04:31PM 
To: Terry Bennett 
Subject: FW: TransCanada M501F & M501GAC Fast Start Indicative Information 

Please find attached an excerpt from an e-mail from MPS regarding estimated cost for conversion to GAC fast start. Please note the 
items not included in the estimate. $20 million may be a more realistic end point. 
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Thanks, 

Terri 

From: Prigge, Phil [mailto:Phil.Prigge@mpshg.com] 
Sent: Friday, November 05, 2010 9:59AM 

· To: Terri Steeves; CHRIS Douglass; Bill Small 
Cc: Hasegawa, Koji; Muyama, Akimasa; Koeneke, Carlos; Hiura, Daisuke; McDeed, David; Pyros, George; Ishikura, Kazuki; 
Yoshida, Minoru; Ueki, Shinichi; Dueck, Robert; Newsom, Bill; Namba, Kotara; Wunder, Gregory; Prigge, Phil 
Subject: TransCanada M501F & M501GAC Fast Start Indicative Information 

Dear Terri, 

In reply to your request, please see the following. 

3. Preliminary price adder to convert from 501GAC to 501GAC Fast 

US$15Million per 2 GTs 

[Conditions] 
(I) This price adder is based on the same site condition (Oakville generation station). 
(2) This price adder is based on the assumption that only if501GAC is converted to 501GAC Fast right now so that escalation factor 
etc. for the future when possibly the conversion will be made is not included. 
(3) The size of generators may need to be changed due to the size change ofSFC. Generator size change price is not included in the 
above price adder. 
(4) Any costs due to the suspension such as storage fee, escalation, payment interest, engineering and administration cost to re-start 
the project and any modification due to site condition and specification changes are not included in the above price adder. 
(5) This price is only preliminary and nonbinding budgetary number with above conditions. Once the detail new project specification 
(such as new site condition, expected delivery date) is fix~d, price must be quoted officially. 

Please let me know if you have any questions, 

Best regards, 

Phil 

This is a confidential conununication. 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. 

4 



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 niessage 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. II est interdit de I'Utiliser ou 
dele divulguer sans autorisation . 

............... - ........... ____ ...,...,_ .... _ ....... 
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Aleksandar Kojic 

From: Sebastiane, Rocco [RSebastiano@osler.com] 
November 17, 2010 12:57 PM Sent: 

To: 
Cc: 

Deborah Langelaan; Michael Killeavy 
safouh@smsenergy-engineering.com; JoAnne Butler; Ben Chin; Amir Shalaby; Smith, Elliot; 
Ivanoff, Paul 

Subject: RE: TransCanada M501 F & M501 GAG Fast Start Indicative Information 

In reviewing this further and going back to the October 29 letter agreement between MPS and TCE, I think that 
TCE does not have the options properly set out, nor are they correct about the effect of the current letter 
agreement going forward. Let me summarize as follows: 

I. The current letter agreement does not have an expiry date. Paragraph 2 states that the parties shall 
provide updated ioformation to each other regardiog the progress of selecting an alternative project and 
"meet no later than November 19, 2010 to further discuss the ongoing status of an alternative 
project(s)". The letter agreement does not state that if the parties do not meet by then or if nothing 
further is agreed that the letter agreement comes to an end and the parties revert back to the original 
terms of the turbine supply contract. Put another way, if nothing happens by November 19, the 
suspension of the Work will end on November 30, the cancellation schedule stays amended at 50% for 
Month 15 (which may or may not be relevant once we're ioto Month 16, beiog December 2010) and 
nothing changes with respect to the exclusivity on the steam turbioe and HRSG supply in favour of 
MPS (i.e., it would not fall away). In fact, this is evidenced by MPS's request that the cancellation fee 
be changed back to 55% in exchange for a further suspension to December 31. 

2. If we are of the view that terminating the turbioe supply contract is not an option going forward and we 
are goiog to proceed with an alternative project in the KW area, then we should focus our attention on 
the terms and conditions associated with amending the turbioe supply contract to deliver 501 GAC Fast, 
including getting a firm price quote and delivery time for the change in scope. 

3. To summarize, the options are as follows: 
a. Do nothiog, io which case the terms of the original turbine supply contract remains in place with 

the current cancellation fee for Month 15 remaioiog changed from 55% to 50% (keepiog io mind 
that the cancellation fee will go up to 75% in January according to TCE in any event). 
Furthermore, the exclusivity on the steam turbine and HRSG remains in place goiog forward. 

b. Agree to amend the current letter agreement to extend the suspension period to December 31 and 
increase the current cancellation fee back to 55%. 

c. Terminate the turbioe supply contract and be exposed to a cancellation fee of 50%. 
d. Ask TCE to negotiate an amendment to the turbioe supply contract to provide a firm price option 

to convert from 501 GAC to 50! GAC Fast which option can be exercised at any time up to a 
certain date (for example, December 31 or January 31). As Safouh has pointed out, the 
modification to fast start is not production line dependent and may be applied later. We should 
also consider whether as part of this option, we also would require MPS to provide fixed priciog 
now for a 450 MW steam turbioe and possibly, also the HRSGs so that we are not held to 
ransom later by MPS if we decide to go with a combined cycle facility (or a modified combined 
cycle facility with a by-pass to simple cycle operation) at the end of our negotiations with TCE. 

I would recommend that we focus our attention on option d. above. Perhaps we should set up a meeting or a 
conference cal! later this afternoon or tomorrow morning to caucus on these options. 

Thanks, Rocco 
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From: Deborah Langelaan [mailto:Deborah.Langelaan@powerauthority.on.ca] 
Sent: Wednesday, November 17, 2010 9:03AM 
To: Sebastiane, Rocco; Michael Killeavy 
Cc: safouh@smsenergy-engineering.com; JoAnne Butler; Ben Chin; Amir Shalaby; Smith, Elliot 
Subject: Fw: TransCanada MSOlF & MSOlGAC Fast Start Indicative Information 

Rocco, 

Please see Terry's remarks below regarding MPS extension terms. 

Deb 

-----Original Message----
From: Terry Bennett <terry_ bennett@transcanada.com> 
To: Deborah Langelaan 
Sent: Wed Nov 17 08:49:10 2010 
Subject: Re: TransCanada M501F & M501GAC Fast Start Indicative Information 

Hi Deb. I'm here at APPRO as well. We don't have a written offer from MPS. They offered to extend the current letter 
agreement for a further 30 days for an uptick in the cancellation fee from 50% to 55%. This would give us to December 21 to 
make a decision on equipment. The cancellation fee schedule would move up to 75% for January. 
The current letter agreement expires this Friday (November 19). So by Friday we need to either terminate, accept the current 
extension offer or revert to the existing contract (no fast start, original fee schedule). 
We have held off meeting with MPS until we received guidance from the OPA. 
As we indicated in out discussions earlier, our recommendation would be to accept the extension offer but we of course need 
the OPA consent to do that. 

I'd be happy to meet here at APPrO if you would like to chat further. 

Regards, 
Terry 

From: Deborah Langelaan [mailto:Deborah.Langelaan@powerauthoritv.on.ca] 
Sent: Wednesday, November 17,2010 06:32AM 
To: Terry Bennett 
Subject: Re: TransCanada M501F & M501GAC Fast Start Indicative Information 

Terry, 

I'm at APPrO today so I don't have access to my notes. Please remind me when your meeting with MPS occurs. Has MPS 
provided TCE with proposed terms to extend the deadlined to end of year that the OPA can review? 

Deb 

-----Original Message-----
From: Terry Bennett <terry_ bennett@transcanada.com> 
To: Deborah Langelaan · 
Sent: Tue Nov 16 18:52:07 2010 
Subject: Fw: TransCanada M501F & M501GAC Fast Start Indicative Information 

Deborah, please see the email chain below in response to your request on fust start costs. 

Please pass along to your team as appropriate. 

Would you like to schedule a call tomorrow to discuss your response to the MP A extension offer? 
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Regards, 
Terry 

From: Terri Steeves 
Sent: Tuesday, November 16,2010 04:31PM 
To: Terry Bennett 
Subject: FW: TransCanada M501F & M501GAC Fast Start Indicative Information 

Please fmd attached an excerpt from an e-mail from MPS regarding estimated cost for conversion to GAC fast start. Please 
note the items not included in the estimate. $20 million may be a more realistic end point. 

Thanks, 

Terri 

From: Prigge, Phil [mailto:Phil.Prigge@mpshq.com] 
Sent: Friday,·November 05,2010 9:59AM 
To: Terti Steeves; CHRIS Douglass; Bill Small 
Cc: Hasegawa, Koji; Muyama, Akirnasa; Koeneke, Carlos; Hiura, Daisuke; McDeed, David; Pyros, George; Ishikura, 
Kazuki; Yoshida, Minoru; Ueki, Shinichi; Dueck, Robert; Newsom, Bill; Namba, Kotaro; Wunder, Gregory; Prigge, Phil 
Subject: TransCanada M501F & M501GAC Fast Start Indicative Information 

Dear Terri, 

In reply to your request, please see the following. 

3. Preliminary price adderto convert from 50 1GAC to 501 GAC Fast 

US$15Million per 2 GTs 

[Conditions] 
(!)This price adder is based on the same site condition (Oakville generation station). 
(2) This price adder is based on the assuroption that only if501GAC is converted to 501GAC Fast right now so that 
escalation factor etc. for the future when possibly the conversion will be made is not included. 
(3) The size of generators may need to be changed due to the size change of SFC. Generator size change price is not included 
in the above price adder. 
( 4) Any costs due to the suspension such as storage fee, escalation, payment interest, engineering and administration cost to 
re-start the project and any modification due to site condition and specification changes are not included in the above price 
adder. 
(5) This price is only pre1hninary and nonbinding budgetary nurober with above conditions. Once the detail new project 
specification (such as new site condition, expected delivery date) is fixed, price must be quoted officially. 

Please let me know if you have any questions, 

Best regards, 

Phil 
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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. 

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. 

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

Le contenu du present courriel est priviiSgie, confidentiel et 
Soumis a des droits d'auteur. II est interdit de l'utiliser OU 
de le divulguer sans autorisation. 

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

From: 
Sent: 
To: 

Michael Killeavy 
November 17, 2010 2:14PM 
JoAnne Butler; Colin Andersen 

Cc: Deborah Langelaan; Michael Lyle; 'RSebastiano@osler.com' 
Subject: Re: TransCanada M501F & M501GAC Fast Start Indicative Information 

I'm fine with Rocco's advice. We' 11 need t.hem to move faster than 21 December, though. 

Is everyone alright with Deb getting back to TCE on these terms, i.e., we want the additional 
39 days for 5%, but we want firm pricing on the fast-start no later than 19 December 2919? 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
129 Adelaide St. West, Suite 1699 
Toronto, Ontario, MSH 1T1 
416-969-6288 (office) 
416-969-6971 (fax) 
416-529-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 

-----Original Message-----
From: Sebastiana, Rocco <RSebastiano@osler.com> 
To: Michael Killeavy 
CC: Deborah Langelaan; Michael Lyle; JoAnne Butler; Colin Andersen 
Sent: Wed Nov 17 14:96:43 2919 
Subject: RE: TransCanada M591F & M591GAC Fast Start Indicative Information 

Did you see my email of about an hour ago? I agree that we need to get MPS to give us firm 
pricing on the fast start option with a reasonable period of time to exercise the option. 
This should not take MPS very long to price and we should ask TCE to make this request of 
MPS. 

It would appear that agreeing to the further 30 day extension of the suspension of work by 
MPS only involves giving up the additional 5% on the cancellation fee, but I wonder whether 
we could tie getting the firm pricing on the fast start option to the extension period (i.e., 
get MPS to commit to giving TCE a firm price on the fast start option before December 21 so 
that we can make an informed decision on equipment at that time). This way, we'd be in a 
better position than we are currently in under the current extension. 

Rocco 

From: Michael Killeavy [mailto:Michael.Killeavy@powerauthority.on.ca] 
Sent: Wednesday, November 17, 2919 1:53 PM 
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To: Sebastiano, Rocco 
Cc: Deborah Langelaan; Michael Lyle; JoAnne Butler; Colin Andersen 
Subject: Fw: TransCanada M501F & M501GAC Fast Start Indicative Information 

Safouh's response doesn't really help us much. That being said, I think we ought to tell TCE 
that we do want the extra 30 days (end of December) for the additional 5% in terms of 
cancellation fee, which will now be 55% of the $180M TSA price. We need time to get more 
information on the fast-start capability in order to make a proper assessment. If the 
assessment is that it's too expensive we may need to get TCE to cancel the TSA and source 
other GTs. Rocco, can you comment on this approach? 

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: Safouh Soufi <safouh@smsenergy-engineering.com> 
To: Michael Killeavy 
Sent: Wed Nov 17 13:25:24 2010 
Subject: Re: TransCanada M501F & M501GAC Fast Start Indicative Information 

Michael, 

It is difficult for anyone other than the vendor in question to put a price tag. 
The OPA should ask what is involved in implementing fast start. So far I heard what the 
outcome will-be (output and heat rate) but not what is involved. 

Thanks, 
Safouh 

From: "Michael Killeavy" <Michael. Killeavy@powerauthori ty. on. ca> 
Date: Wed, 17 Nov 2010 11:41:23 -0500 
To: <safouh@smsenergy-engineering.com> 
Subject: Fw: TransCanada M501F & M501GAC Fast Start Indicative Information 

Safouh, 

Can you comment on the cost of the fast-start option? 

Michael 
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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 
To: 'rsebastiano@osler.com' <rsebastiano@osler.com>; Michael Killeavy 
CC: 'safouh@smsenergy-engineering.com' <safouh@smsenergy-engineering.com>; JoAnne Butler; Ben 
Chin; Amir Shalaby; 'esmith@osler.com' <esmith@osler.com> 
Sent: Wed Nov 17 09:02:31 2010 
Subject: Fw: TransCanada M501F & M501GAC Fast Start Indicative Information 

Rocco, 

Please see Terry's remarks below regarding MPS extension terms. 

Deb 

-----Original Message-----
From: Terry Bennett <terry_bennett@transcanada.com> 
To: Deborah Langelaan 
Sent: Wed Nov 17 08:49:10 2010 
Subject: Re: TransCanada M501F & M501GAC Fast Start Indicative Information 

Hi Deb. I'm here at APPRO as well. We don't have a written offer from MPS. They offered to 
extend the current letter agreement for a further 30 days for an uptick in the cancellation 
fee from 50% to 55%. This would give us to December 21 to make a decision on equipment. The 
cancellation fee schedule would move up to 75% for January. 
The current letter agreement expires this Friday {November 19). So by Friday we need to 
either terminate, accept the current extension offer or revert to the existing contract (no· 
fast start, original fee schedule). 
We have held off meeting with MPS until we received guidance from the OPA. 
As we indicated in out discussions earlier, our recommendation would be to accept the 
extension offer but we of course need the OPA consent to do that. 

I'd be happy to meet here at APPrO if you would like to chat further. 

Regards, 
Terry 

From: Deborah Langelaan [mailto:Deborah.Langelaan@powerauthority.on.ca] 
Sent: Wednesday, November 17, 2010 06:32AM 
To: Terry Bennett 
Subject: Re: TransCanada M501F & M501GAC Fast Start Indicative Information 

Terry, 
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I'm at APPrO today so I don't have access to my notes. Please remind me when your meeting 
with MPS occurs. Has MPS provided TCE with proposed terms to extend the deadlined to end of 
year that the OPA can review? 

Deb 

-----Original Message-----
From: Terry Bennett <terry_bennett@transcanada.com> 
To: Deborah langelaan 
Sent: Tue Nov 16 18:52:87 2818 
Subject: Fw: TransCanada M581F & M581GAC Fast Start Indicative Information 

Deborah, please see the email chain below in response to your request on fast start costs. 

Please pass along to your team as appropriate. 

Would you like to schedule a call tomorrow to discuss your response to the MPA extension 
offer? 

Regards, 
Terry 

From: Terri Steeves 
Sent: Tuesday, November 16, 2818 84:31 PM 
To: Terry Bennett 
Subject: FW: TransCanada M581F & M?81GAC Fast Start Indicative Information 

Please find attached an excerpt from an e-mail from MPS regarding estimated cost for 
conversion to GAC fast start. Please note the items not included in the estimate. $28 million 
may be a more realistic end point. 

Thanks, 

Terri 

From: Prigge, Phil [mailto:Phil.Prigge@mpshq.com] 
Sent: Friday, November 85, 2818 9:59 AM 
To: Terri Steeves; CHRIS Douglass; Bill Small 
Cc: Hasegawa, Koji; Muyama, Akimasa; Koeneke, Carlos; Hiura, Daisuke; McDeed, David; Pyros, 
George; Ishikura, Kazuki; Yoshida, Minoru; Ueki, Shinichi; Dueck, Robert; Newsom, Bill; 
Namba, Kotara; Wunder, Gregory; Prigge, Phil 
Subject: TransCanada M581F & M581GAC Fast Start Indicative Information 

Dear Terri, 
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In reply to your request, please see the following. 

3. Preliminary price adder to convert from 501GAC to 501GAC Fast 

US$15Million per 2 GTs 

[Conditions] 
(1) This price adder is based on the same site condition (Oakville generation station). 
(2) This price adder is based on the assumption that only if 501GAC is converted to 501GAC 
Fast right now so that escalation factor etc. for the future when possibly the conversion 
will be made is not included. 
(3) The size of generators may need to be changed due to the size change of SFC. Generator 
size change price is not included in the above price adder. 
(4) Any costs due to the suspension such as storage fee, escalation, payment interest, 
engineering and administration cost to re-start the project and any modification due to site 
condition and specification changes are not included in the above price adder. 
(5) This price is only preliminary and nonbinding budgetary number with above conditions. 
Once the detail new project specification.(such as new site condition, expected delivery 
date) is fixed, price must be quoted officially. 

Please let me know if you have any questions, 

Best regards, 

Phil 

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 yransCanada 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. 
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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 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. 

******************************************************************** 
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Aleksandar Kojic 

From: Michael Lyle 
Sent: November 17, 2010 9:07PM 
To: 
Cc: 

Colin Andersen; JoAnne Butler; Ben Chin; Amir Shalaby 
Michael Killeavy; Susan Kennedy 

Subject: TCE draft directive 
Attachments: Waterloodirective.doc 

Colin: you had asked me to prepare a draft directive to see what it would look like. You will note that there are a lot of 
questions. This may be something else we want to discuss at our 1:30 meeting if we have time. 

Michael Lyle 
General Counsel and Vice President 
Legal, Aboriginal & Regulatory Affairs 
Ontario Power Authority 
120 Adelaide Street West, Suite 1600 
Toronto, Ontario, M5H 1T1 
Direct: 416-969-6035 
Fax: 416.969.6383 
Email: michael.lyle@powerauthority.on.ca 

This e·mail message and any files transmitted with it are intended only for the named recipient(s) above and may contain information that is privileged, confidential 
and/or exempt from disclosure under applicable 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 stricUy prohibited. If you have received this message in error, or' are not the named recipient{s}, please notify the sender immediately 
and delete th~s e-mail message 
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I write pursuant to my authority as Minister of Energy in order to exercise the statutory 
power of ministerial direction that I have in respect of the Ontario Power Authority (the 
"0 P A") under section 25.3 2 of the Electricity Act, 1998. 

The need for gas-fired generation in the Regional Municipality of Waterloo ("Waterloo") 
[NTD: this incorporates Kitchener, Waterloo and Cambridge and some other more 
rural areas; it does not include Guelph- I have used this term because of what I 
have heard is the apparent concern with referring to KWCG- Obviously, it does 
not then completely align with the IPSPI was identified in the integrated power system 
plan (the "IPSP"). This was based in part on the expectatio~9Iat Waterloo would 
continue to be a high-growth area of the Province experie&f~ higher load growth than 
th . "al Th M" . . d" . ~0h"' OPA h . d h e provmc1 average. e lillStry m coor mation)Ji!Ufit e as rev1ewe t e 

•• A1/~. • •• • need for such a fac1lity and confirmed that a gas-fl[yd}gent;J;,l!J!on fac1lity located m 
W I . b d d Thi I . .,cu;bo/ d .tf0. h . d ater oo continues to e nee e . s cone us10n IS'. ase m part on t e contmue 

. th I d. W I "II . 4%':;, '%0'-b,.h. h. high th th expectatiOn at oa m ater oo WI contuilJ:~;,to·grow at a rate&:)}' 1c IS er an e 
. "al [NTD h ld d" _a;,mmh· t h ~'- t"fy th d d provmc1 average. : we s ou IS~9ft~W a ot er reasons;~~~ e nee an 

what type of plant is selected? We should)build a record we can point to as our 
W/{$; ""-:'~ 

analytical work that led to this conclusion.}.. A;%. ·;~ 
. @'p, A! •• ~~ ··it?,% )'. "~?%//. -~~-

Th fi I di th OPA ~- ·b·I·D'hrr"'" /th c fi thi.,,, · · · ere ore, rect e to assume.respons1 1 lly:~J om e rown or s·lilltiative 
·-:.w::w-"'_.;;,b_, 'Q 

and procure a xx MW [NTD: type*',po~bined/single.~ycle?l gas-fired generation 
" ·u · w 1 [NTD It 'ti'· 1 0'2"?:··· • h t ·0%0. "'" rt· 1 ·t 1 Th .tacr ty m ater _oo :_ a. erna :#~ y;--~1!.~%~!~ o sp,~l a pa ICU ar SI e . e 
OP A shall enter mto negotiatiOns W!ili{I"rans-Cana:da Enterpnses ("TCE") for the 

01'·--1'4A ·fti=;.. ''1%':(0;:;;-,_ • ··W;f.0,, 
procurement of ~?Jk~~l?!_Z~.£E has a ~;~t de~£~7-l'.J},~~n~e '!Jl _the develo~ment of 
gas-fired generatiolli.·f: aCJlities%fhe Govenne~J::;beheves,that,It ISm the best mterests of 

··»//if". -~P.(i: ·w_,%1~..?#" -··/a?(f 
ratepayers for TCE.\tg, b.· e awarded the contractcl.) or this facility as it will mitigate the . 

'1/.J;;?':.-- w:~ ·«-?A: 
impact on ratepayers"ofany potential loss TCE•may have experienced as a result of the . ~:.·w,A ,:1,%/''~/0"" ·7~ . . • 
cancellatwuof.the S W@T~g. ~frred;generation.~f;. aCJlity. [NTD: This may be too blunt. 

/h::'f%-WP.:.W#~-- -~W.-·-W£/~~--,,,4'.;~~~ -~/;-
We will need-to:.guild ourthe rationale;fOI;giving the project to TCE. We could 

////'//f::/ ''''4:%:7,% --~;:-, _ · "W4/// . . ,_ ·.-.. 

sp(!$jfid11Iy referens_\j;,them ~t~~ing the S'\Y¥TA competitive procurement as a 
rati~ale for giving t~fu this~oject- makes a little bit of sense if project is same 
size a'lfd_ij;ype.l The co~~tshall£%9~ terms that reflect a reasonable cost to Ontario 
electricityo/"itatepayers and ifi~asonablg;Sa!ancing of risk and reward for the proiect 

''//.«-c.. ~wf:: J 

developer. [Nl'D: I am assuming that the Ministry will want something like this but 
·<"::;;;.y/,/ ~-% 

it could be probt~watic. Co.\!Jd tie it to the outcome of SWGTA RFP as a base to 
b · · ti ""7if. "*-"a'" · "th th 900 MW b" d 1 t· 1 egm negotia ons·' .:we.: en !up gomg WI e com me eye e op IOn 

'~~ . ·-f&b~ -
This direction shall be effective and binding as of the date hereof. 



Aleksandar Kojic 

From: 
Sent: 

Sebastiana, Rocco [RSebastiano@osler.com] 
November 18, 2010 9:25 PM 

To: Michael Killeavy 
Cc: 
Subject: 

Michael Lyle; JoAnne Butler; Deborah Langelaan; Ivanoff, Paul 
Re: Meeting follow-up 

I don't know what could be so urgent that these claims need to be settled tomorrow by noon. Furthermore, I can't 
believe that a judge is driving an urgent settlement. This is nonsense. 

TCE has an obligation to mitigate its damages and there is no way that we can assess the basis upon which they have 
arrived at this settlement amount. Nor do we know anything specific aboutthese proceedings or the merits of them. 

I would suggest that we respond as follows: 

"We have no comment to make to you regarding your email other than, in the circumstances, one would expect that 
you would do all things necessary to address the issue of your costs in a reasonable and prudent manner so as to 
mitigate your damages." 

Thanks, Rocco 

From: Michael Killeavy [mailto:Michaei.Killeavy@powerauthority.on.ca] 
Sent: Thursday, November 18, 2010 06:03 PM 
To: Sebastiana, Rocco 
Cc: Michael Lyle <Michaei.Lyle@powerauthority.on.ca>; JoAnne Butler <joanne.butler@powerauthority.on.ca>; Deborah 
Langelaan <Deborah.Langelaan@powerauthority.on.ca> 
Subject: Fw: Meeting follow-up 

Rocco, 

Please see below. I really don't like these emails from TCE- our silerice as acceptance. Any advice on how to respond? 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
120 Adelaide St. West, Suite 1600 
Toronto, Ontario, M5H I Tl 
416-969-6288 (office) 
416-969-6071 (fax) 
416-520-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 

-----Original Message-----
From: Terry Benrtett <terry_ bennett@transcanada.com> 
To: Deborah Langelaan; JoAnne Butler; Ben Chin; Michael Killeavy; Amir Shalaby 
CC: Karl Johannson <karl_johannson@transcanada.com>; John Mikkelsen <john _mikkelsen@transcanada.com>; Terri Steeves 
<terri_steeves@transcanada.com>; Chris Breen <chris_breen@transcanada.com>; Terry Betu1ett <terry_bennett@transcanada.com> 
Sent: Thu Nov 18 17:50:17 2010 
Subject: RE: Meeting follow-up 
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Deborah, as per my earlier email copied below, TransCaoada has been in discussions with the Town of Oakville with respect to 
terminating the actions noted below. We have now reached a tentative settlement agreement with the Town aod I am pleased to 
report that the settlement costs are coming is just below $500K. You will recall that we provided ao earlier estimated raoge of$400K 
to $900K: 

Both parties have been urged by Justice Echlin to settle this out by noon tomorrow, so we plan on letting t)le Town know we will 
accept the settlement ftrst thing tomorrow morning .. The final amount of the settlement will be subject only to confirmation of some 
costs. 

I trust this is satisfactory to the OPA aod unless we hear from you otherwise, will proceed as outlined. 

Regards, 

Terry 

From: Terry Bennett 
Sent: Tuesday, October 19,2010 8:02 P/4 
To: Deborah Laogelaan; JoAone C. Butler (joarme.butler@powerauthority.on.ca); Ben Chin; Michael Killeavy 
(michael.killeavy@powerauthority.on.ca); Amir Shalaby (amir.shalaby@powerauthority.on.ca) 
Cc: Karl Johannsen; John Mikkelsen; Terri Steeves; Chris Breen; Finn Gretlund 
Subject: Meeting follow-up · 

Deborah, further to our discussion today, consistent with the OPA directive to cease activities in connection with the Facility, 
TraosCaoada is currently considering the following actions to terminate its proceedings at Superior Court aod the Ontario Municipal 
Board: 

I. The discontinuation of its Applications in Ontario Superior Court to quash the Town of Oakville Interim Control By-law, The 
Town of Oakville Official Plan Livable Oakville (Oakville By-Law 2009-112) aod the Town of Oakville Health Protection aod Air 
Quality By-law (Oakville By-Law 2010-035). 
2. TransCanada will not appeal to the Ontario Municipal Board the new bylaws passed by the Town of Oakville with respect to 
planning requirements for power generation facilities passed on September 27, 20 I 0 (By-laws 2010-151, 20 I 0-152 and 20 10-15) 
3. TransCanada will withdraw its appeals to the Ontario Municipal Board with respect to the rejection its site plan application aod 
its rejection by the Committee of Adjustment of its application for minor variances, and the extension of the Interim Control Bylaw. 
These appeals were combined with Ford Canada's appeal of the rejection of its application for consent to sever the lands at 1500 
Royal Windsor Drive in Oakville; at this thne, we do not know if Ford will proceed with its appeal. 
4. TransCanada will withdraw its Motion for leave to Appeal (Court File No. 619-09) the decision of the Ontario Municipal Board 
(Decision PL0904 14) from December 4, 2009 

Note that these actions may result in TransCanada being required to pay some or all ofthe Town of Oakville's legal costs. 

Please let us know at your earliest convenience, but no later than 12 noon Thursday October 21,2010, should you wish that 
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TransCanada not proceed with any component of the above tennination plan. 

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 privitegie, confidentiel et 
soumis a des droits d'auteur. II est interdit de ·t•utiliser ou 
de Je divulguersans autorisaf1on. 
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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 
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 

-----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 2818 
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, Roc·co 

From: Michael Killeavy [mailto:Michael.Killeavy@powerauthority.on.ca] 
Sent: Thursday, November 18, 2818 86:42 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 lTl 
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 TcansCanada 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, 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 
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: JoAnne Butler 
Sent: November 19, 2010 11:32 AM 
To: 
Cc: 

Michael Killeavy; 'Sebastiana, Rocco'; Deborah Langelaan; 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") 

Yes, I agree that we should split the email •••• the first one to deal with the equipment 
supply contract (in whatever language is agreed to with counsel) and a second one with an 
information request for model and permits. 

·JoAnne C. Butler 
Vice President, Electricity Resources 
Ontario Power Authority 

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

416-969-600S Tel. 
416-969-6071 Fax. 
joanne.butler@powerauthority.on.ca 

-----Original Message----
From: Michael Killeavy 
Sent: .Viernes, 19 de Noviembre de 2010 11:83 a.m. 
To: Sebastiana, Rocco; Deborah Langelaan; JoAnne Butler; Kevin Dick 
Cc: Ivanoff, Paul; Smith, Elliot 
Subject: RE: Equipment Supply Contract and related contracts between TransCanada E·nergy 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 
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: Sebastiana, Rocco [mailto:RSebastiano@osler.com] 
Sent: Fri 11/19/2010 10:50 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, 
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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 $500k 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 .• 

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; Sebastiana, 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 
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would be greatly appreciated if TCE would provide a copy of the Equipment Supply Contract 
#6519 dated July 7, 2889 between Transcanada Energy Ltd. and MPS Canada, Inc. 

The OPA is agreeable to extending the suspension of Supplier's Work until December 31, 2818 
with the understanding that MPS will provide TCE with a firm price (including scope) to 
convert from 581GAC to 581GAC Fast no later than December 18, 2818. The firm price should.be 
valid up to January 31, 2811. 

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 

Deborah Langelaan I Manager, Natural Gas ProjectsiOPA I 
Suite 168a - 128 Adelaide St. W. I Toronto, ON MSH lTl I 
T: 416.969.6852 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, 2818 6:25 PM 
To: Deborah Langelaan; JoAnne Butler; Michael Killeavy; Amir Shalaby; Ben Chin 
Cc: Chris Breen; Karl Johannson; 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, 2818 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, 2818 the termination payment 
under the MPS Contract increases to 68% of such contract price provided that notice of 
termination is given on or before December 21, 2818. 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, 2818, TCE will not 
terminate the MPS Contract by November 19, 2818 and will accept MPS's proposed amendment. 
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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 
copyrigh_t. 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: 

Deb/Michael, 

Smith, Elliot [ESmith@osler.com] 
November 19,201011:39 AM 
Michael Killeavy; Sebastiano, Rocco; Deborah Langelaan; JoAnne Butler 
Ivanoff, Paul 
RE: Equipment Supply Contract and related contracts between TransCanada Energy Ltd., 
and MPS Canada, Inc. (the "MPS Contracr') 

We're ok with the first paragraph as drafted, but suggest amending the second paragraph to avoid providing any 
direction to TCE on what to do with its Equipment Supply Contract. Until we've seen the agreement, we are 
not in a position to be providing instructions on what to do since we can't fully understand the implications of 
our instructions. As well, in their e-mail of 6:25 PM yesterday, they said they were going to accept MPS 's 
proposed amendment if we do nothing. 

With respect to the financial model, as Rocco notes this is something we want to see, but probably best to put it 
in a different e-mail. 

Regarding the permits, we were given instructions this morning to put together a list of permits that could 
present potential roadblocks to a project in Cambridge. I would prefer not to ask TCE for their Jist at this time, 
since it suggests to them that we're very focused on the permits issue and may weaken our ability down the 
road to exchange permitting relief for something else. I think that as soon as they raise the permits issue it 
would be appropriate to ask them to provide this, but that we should avoid asking for it first. In the meantime, 
we'll continue our efforts to put a list together. 

Accordingly, I would propose to revise the e-mail as follows: 

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 uur 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 ifTCE would provide (i) a copy of the 
Equipment Supply Contract #6519 dated July 7, 2009 between Trans Canada Energy Ltd. and MPS Canada, Inc and (ii) a frrm price 
(including scope) by December 10,2010 and valid to January 31,2011, to convert from 501GAC to 501GAC Fast. 

Elliot 

D 
Elliot Smith 
Associate 

416.862.6435 DIRECT 
416.862.6666 FACSIMILE 
esmith@osler.com 

Osler, Hoskin & Harcourt LLP 
Box 50, 1 First Canadian Place 
E':lario, Canada MSX 168 
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From: Michael Killeavy [mailto:Michaei.Killeavy@powerauthority.on.ca] 
Sent: Friday, November 19, 2010 11:03 AM 
To: Sebastiane, Rocco; Deborah Langelaan; JoAnne Butler; 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") 

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

. 416-520-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 

-----Original Message-----
From: Sebastiane, Rocco [mailto:RSebastiano@osler.com] 
Sent: Fri 11119/2010 10:50 AM 
To: Deborah Langelaan; JoAnne Butler; Michael Kil!eavy; 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 II 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 $500k 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 .. 

Thanks, Rocco 

2 



From: Deborah Langelaan [mailto:Deborah.Langelaan@powerauthoritv.on.ca] 
Sent: Friday, November 19,2010 10:39 AM 
To: JoAnne Butler; Michael Killeavy; Kevin Dick; Sebastiano, 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 ofthe 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 

Deborah Langelaan I Manager, Natural Gas ProjectsiOPA I 
Suite 1600-120 Adelaide St. W.l Toronto, ON MSH !Til 
T: 416.969.60521 F: 416.967.194711 deborah.langelaan@powerauthority.on.ca 
<mailto:%7Cdeborah.langelaan@powerauthoritv.on.ca> I 

From: Terry Bennett [mailto:terrv bennett@transcanada.com] 
Sent: November 18, 2010 6:25PM 
To: Deborah Langelaan; JoAnne Butler; Michael Killeavy; Amir Shalaby; Ben Chin 
Cc: Chris Breen; Karl Johannson; Terri Steeves; Terry Bennett; John Mikkelsen 
Subject: Equipment Supply Contract and related contracts between TransCanada Energy Ltd., and MPS Canada, Inc. (the 
"MPS Contrace') 
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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 notterminate 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 lhe 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, distnbution or copying ofthis 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. II est interdit de l'utiliser ou 
de le divulguer sans autorisation. 

********************************~*********************************** 
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Aleksandar Kojic 

From: 
Sent: 

Sebastiane, Rocco [RSebastiano@osler.com] 
November 19, 2010 11 :45 AM 

To: 
Cc: 

Michael Killeavy; 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") 

But are we asking this in the context of a new or generic project in KW or specific to OGS? In other words, are we asking 
them what permits they would need to build a new plant somewhere in Ontario (so that the Government can consider 
which permits to exempt on a new project as was done in part on NYR) or what permits/appeals are required to build 
OGS (which presumably is no longer relevant given the Government's decision to cancel OGS)? 

If the former then I would suggest sending TCE a separate request to list those permits that would be required to build a 
new facility somewhere else in Ontario, and not reference the specific permits and appeals on OGS which is a different 
matter. We could then use that permit list in our discussions with the Government. 

Thanks, Rocco 

From: Michael Killeavy [mailto:Michaei.Killeavy@powerauthority.on.ca] 
Sent: Friday, November 19, 2010 11:03 AM 
To: Sebastiane, Rocco; Deborah Langelaan <Deborah.Langelaan@powerauthority.on.ca>; JoAnne Butler 
<joanne.butler@powerauthority.on.ca>; Kevin Dick <Kevin.Dick@powerauthority.on.ca> 
Cc: 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 govennnent 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 
120 Adelaide St. West, Suite 1600 
Toronto, Ontario, M5H I TI 
416-969-6288 (office) 
416-969-6071 (fax) 
416-520-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 

-----Original Message-----
From: Sebastiana, Rocco [mailto:RSebastiano@osler.com] 
Sent: Fri 11/19/2010 10:50 AM . 
To: Deborah Langelaan; JoAnne Butler; Michael Killeavy; Kevin Dick 
Cc: I van off, Paul; Smith, Elliot 
Subject: RE: Equipment Supply Contract and related contracts between TransCanada Energy Ltd., and MPS Canada, Inc. (the "MPS 
Contract") 

·Deb, 
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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 $500k 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 .. 

Thanks, Rocco 

From: Deborah Langelaan [mailto:Deborah.Langelaan@powerauthoritv.on.ca] 
Sent: Friday, November 19,2010 10:39 AM 
To: JoAnne Butler; Michael Killeavy; Kevin Dick; Sebastiana, 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 ifTCE 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 \o extending the suspension of Supplier's Work until December 31, 20 I 0 with the understanding that MPS will 
provide TCE with a firm price (including scope) to convert from 501 GAC to 501 GAC 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 ofthe 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." 
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Thanks, 

Deb 

Deborah Langelaan I Manager, Natural Gas ProjectsiOPA I 
Suite 1600- 120 Adelaide St. W.l Toronto, ON M5H !Til 
T: 416.969.60521 F: 416.967.194711 deborah.langelaan@powerauthority.on.ca 
<mailto:%7Cdeborah.langelaan@powerauthoritv.on.ca> 1 

From: Terry Bennett [mailto:terrv bennett@transcanada.com] 
Sent: November 18,2010 6:25PM 
To: Deborah Langelaan; JoAnne Butler; Michael Killeavy; Amir Shalaby; Ben Chin 
Cc: Chris Breen; Karl Johannson; 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% ofthe 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, 20 I 0 the termination payment under the MPS Contract increases to 
60% of such contract price provided that notice of termination is given on or before December21, 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 it is strictly prohibited. If you have received 
this message in error, or are not the named recipient(s), please notify the sender immediately and delete this e-mail message. 
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******************************************************************** 

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

Le contenu du present courriel est privilegie, confidentiel et 
soumis a des droits d'auteur. II est interdit de l'utiliser ou 
de le diwlguer sans autorisation. 

******************************************************************** 
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Aleksandar Kojic 

From: 
Sent: 
To: 
Cc: 

Sebastiane, Rocco [RSebastiano@osler.com] 
November 19, 2010 2:21 PM 
Michael Killeavy; Deborah Langelaan 
JoAnne Butler; Smith, Elliot; Ivanoff, Paul 

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

Michael, 

I agree that under the circumstances, a phone call would not be helpful. Deb's email regarding our request is 
fairly straight forward. 

I don't see \yhy MPS should object to the turbine supply contract being released to us. TCE may want to get 
the Confidentiality Agreement finalized and executed first, but that should not take very long to do. I tried 
calling Harold Huber at McCarthys but got his voice mail. I left him a voice mail. 

Also, would you please send us a copy of your email to TCE on the legal settlement with the Town of Oakville. 

Thanks, Rocco 

From: Michael Killeavy [mailto:Michaei.Killeavy@powerauthority.on.ca] 
Sent: Friday, November 19, 2.010 1:01 PM 
To: Deborah Langelaan 
Cc: JoAnne Butler; Sebastiane, Rocco 
Subject: FW: Equipment Supply Contract and related contracts between TransCanada Energy Ltd., and MPS 
Canada, Inc. (the "MPS Contract") 
Importance: 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, 2.010 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 
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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. lfs 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 (i) a copy of the Equipment Supply Contract 
#651 9 dated July 7, 2009 between TransCanada Energy Ltd. and MPS Canada, Inc and (ii) a fimi 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 1 Manager, Natural Gas Projects 1 OPA I 

Suite 1600-120 Adelaide St. W. I Toronto, ON MSH 1Tl I 
T: 416.969.6052 I F: 416.967.1947 II deborah.Iangelaan@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. 
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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 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. 

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

Le contenu du present courriel est privilegil~. 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: 

Michael Killeavy 
November 19, 2010 3:21 PM 
Terry Bennett 

Cc: 
Subject: 

Deborah langelaan; JoAnne Butler 
TCE- OPA Communications .... 

Importance: High 

CONFIDENTIAL & WITHOUT PREJUDICE 

Terry, 

We've seen a few times in your email messages to us that TCE is assuming that silence on the part of the OPA 
constitutes the OPA's acceptance or agreement. We want to be clear with TCE that our silence, or lack of a response to 
a TCE-imposed deadline for a response, in no way whatsoever constitutes OPA agreement or acceptance of any 
proposal, idea, concept or offer put forward by TCE. 

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 
416-5209788 (CELL) 
416-967-1947 (FAX) 
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Aleksandar Kojic 

From: 
Sent: 
To: 
Cc: 

JoAnne Butler 
November 19, 2010 4:49 PM 
'Terry Bennett'; Michael Killeavy 
Deborah Langelaan 

Subject: RE: TCE- OPA Communications .... 

Yes, Terry, I believe that there is some misunderstandings. Deb will clarify it with you. 

JCB 

JoAnne C. Butler 
Vice President, Electricity Resources 
Ontario Power Authority 

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

416-969-6005 Tel. 
416-969-6071 Fax. 
joanne.butler@powerauthoritv.on.ca 

From: Terry Bennett [majlto:terrv bennett@transcanada.com] 
Sent: Viernes, 19 de Noviembre de 2010 04:47 p.m. 
To: Michael Killeavy 
Cc: Deborah Langelaan; JoAnne Butler 
Subject: RE: TCE - OPA Communications .... 
Importance: High 

Michael, I believe there have been some misunderstandings here. I need to give instructions to Mitsubishi today with 
respect to extending the Letter Agreement. Could you and Deb please call me at 416-869-2133 to discuss? 

Thanks, Terry 

From: Michael Killeavy [mailto:Michaei.Killeavv@powerauthoritv.on.ca] 
Sent: Friday, November 19, 2010 3:21 PM 
To: Terry Bennett 
Cc: Deborah.Langelaan@powerauthoritv.on.ca; joanne.butler@powerauthoritv.on.ca 
Subject: TCE - OPA Communications .... 
Importance: High 

CONFIDENTIAL & WITHOUT PREJUDICE 

Terry, 

We've seen a few times in your email messages to us th-at TCE is assuming that silence on the part of the OPA 
constitutes the OPA's acceptance or agreement. We want to be clear with TCE that our silence, or lack of a response to 
a TCE-imposed deadline for a response, in no way whatsoever constitutes OPA agreement or acceptance of any 
proposal, idea, concept or offer put forward by TCE. 

Thank you, 

1 



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 
416-5209788 (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 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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Aleksandar Kojic 

From: JoAnne Butler 
Sent: November 19, 2010 5:11 PM 
To: 
Cc: 

'rsebastiano@osler.com'; Deborah Langelaan; Michael Killeavy 
Michael Lyle; 'ESmith@osler.com' 

Subject: Re: TCE 

Yep, that works •• 

JCB 

-----Original Message-----
From: Sebastiane, Rocco <RSebastiano@osler.com> 
To: Deborah Langelaan; Michael Killeavy 
CC: JoAnne Butler; Michael Lyle; Smith, Elliot <ESmith@osler.com> 
Sent: Fri Nov 19 17:88:58 2818 
Subject: RE: TCE 

Further to our call, please consider the following email to Terry Bennett: 

"The OPA is in agreement with TCE's recommendation that TCE accept MPS's proposed amendment 
to extend the suspension of the work to December 31, 2818 and change the cancellation fee for 
December from 68% to 55%, on the basis that TCE will be providing us with (i) a copy of the 
Equipment Supply Contract #6519 dated July 7, 2889 between TCE and MPS and (ii) a firm price 
(including scope) by December 18, 2818, valid to January 31, 2811, to convert from the 
equipment 581GAC to 581GAC Fast." 

Look OK? 

From: Deborah Langelaan [mailto:Deborah.Langelaan@powerauthority.on.ca] 
Sent: Friday, November 19, 2818 4:43 PM 
To: Michael Killeavy; Sebastiane, Rocco 
Cc: JoAnne Butler; Michael Lyle; Smith, Elliot 
Subject: TCE 
Importance: High 

Ben just got off the phone with Chris Breen at TCE and since the OPA has not provided 
direction to them with respect to the turbines they are going to provide cancellation notice 
to MPS today and incur the cancellation costs. I advised Ben that Terry's e-mail indicated 
that if we did not respond they would proceed with the suspension extension. Chris was also 
going to call the Premier's Office to tell them that things· are going to hell in a hand 
basket but Ben is going to advise him against that. 
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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 
<mailto:%7Cdeborah.langelaan@powerauthority.on.ca> I 

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. 

******************************************************************** 
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Aleksandar Kojic 

From: Deborah Langelaan 
Sent: 
To: 
Cc: 

November 19, 2010 5:12PM 
'terry_bennett@transcanada.com'; Michael Killeavy 
JoAnne Butler 

Subject: Re: TCE- OPA Communications .... 

Confidential and Without Prejudice 

Terry; 

The OPA is in agreement with TCE's recommendation that TCE accept MPS's proposed amendment to 
extend the suspension of the work to December 31, 2010 and change the cancellation fee for 
December from 60% to 55%, on the basis that TCE will be providing us with (i) a copy of the 
Equipment Supply Contract #6519 dated July 7, 2009 between TCE and MPS and (ii) a firm price 
(including scope) by December 10, 2010, valid to January 31, 2011, to convert from the 
equipment 501GAC to 501GAC Fast. 

Kind Regards, 
Deb 

-----Original Message-----
From: Terry Bennett <terry bennett@transcanada.com> 
To: Michael Killeavy 
CC: Deborah Langelaan; JoAnne Butler 
Sent: Fri Nov 19 16:46:49 2010 
Subject: RE: TCE - OPA Communications 

Michael, I believe there have been some misunderstandings here. I need to give instructions 
to Mitsubishi today with respect to extending the Letter Agreement. Could you and Deb please 
call me at 416-869-2133 to discuss? 

Thanks, Terry 

From: Michael Killeavy [mailto:Michael.Killeavy@powerauthority.on.ca] 
Sent: Friday, November 19, 2010 3:21 PM 
To: Terry Bennett 
Cc: Deborah.Langelaan@powerauthority.on.ca; joanne.butler@powerauthority.on.ca 
Subject: TCE - OPA Communications 
Importance: High 

CONFIDENTIAL & WITHOUT PREJUDICE 
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Terry, 

We've seen a few times in your email messages to us that TCE is assuming that silence on the 
part of the OPA constitutes the OPA's acceptance or agreement. We want to be clear with.TCE 
that our silence, or lack of a response to a TCE-imposed deadline for a response, in no way 
whatsoever constitutes OPA agreement or acceptance of any proposal, idea, concept or offer 
put. forward by TCE. 

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 

416-5209788 (CELL) 

416-967-1947 (FAX) 

This e-mail message and any files transmitted with it ·are intended only for the named 
rec1pient(s) above and may contain information that is privileged, confidential and/or exempt 
from disclosure under applicable law. If you are not the intended recipient(s), any 
dissemination, distribution or copying of this e-mail message or any files transmitted with 
it is strictly prohibited. If you have received this message in error, or are not the named 
recipient(s), please notify the sender immediately and delete this e-mail message. 
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This electronic message and ~ny 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: 
Subject: 
Attachments: 

All; 

Deborah Langelaan 
November 24, 2010 9:14AM 
JoAnne Butler; Ben Chin; Michael Killeavy 
OGS BOD Presentation 
OGS_BOD_CM_201 01124.ppt 

Attahced is the presentation that will be used for today's Board meeting. It has been reviewed by external counsel and 
their comments have been incorporated into the document. Just a reminder that hard copies will not be distributed due to 
the sensitivity of the information. 

Deb 
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ONTARIO,, 
POWER AUTHORITY L! 

Cancellation of Oakville Generating Station (OGS). 

Board of Directors 

November 24, 2010 

Privileged and Confidential - Prepared in Contemplation of Litigation 



OGS Update 

• Through competitive RFP, Osler, Hoskin & Harcourt LLP 
retained as litigation counsel 

• · SMS Energy-Engineering providing technical consulting . 
serv1ces 

• Kick-off meeting between OPA and TransCanada 
Energy (TCE) occurred on October 15, 2010 

• Discussions surrounding "wind-up" of the Contract have 
been productive 

• TCE claims that its contract with Ford requires it to 
continue to pursue legal actions against Town of Oakville 
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Mutual Termination of SWGTA Contract 

-,....-~.-~-----.--.~-~--~---~--.-.....,...~-,.-,.--.---·--.,.-- -<~----· ~---·~------·---~~- -~--~--- ----- ---.----..-~----- ------

• October 7th OPA letter to TCE expresses OPA's desire 
to begin negotiations to reach mutual agreement to 
terminate the Contract 

• The parties could mutually agree to terminate the 
Contract ("mutually agreeable termination") 

• Termination discharges a contract as to future 
performance but certain existing contractual rights and 
obligations survive (e.g., exclusion of indirect or 
consequential damages, confidentiality covenants) 

• The terms of the mutual agreement to terminate, 
including any indemnity or reimbursement of costs or 
damages, would be subject to negotiation 

2!f~~~ 



Mutual Termination of SWGTA Contract 

• As a minimum, the OPA may have to reimburse TCE for costs that 
are reasonably incurred on the project up to the point in time of the 
termination 

• TCE's preliminary estimate of costs incurred on the project to the 
end of October is -$7 4 MM 

• If the turbine supply contract were to be terminated by end of 
November, cost estimate increases to -$145 MM 

• TCE's position is that it needs to be kept whole on the "financial 
value of the Contract" which includes its anticipated profits 

• Preliminary estimate of potential liability for lost profits is -$450 MM 

• Preliminary estimate of potential total liability (including lost profits) 
is in the range of $600 MM to $700 MM 
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Repudiation·of SWGTA Contract 

--.--...--~~·....,.---,.,..,.,.,........,_,.~-- ----·- --,·~---...---~-- ---~~-.-----~~-.. ,,_,...~------~- ------ ·--- -· -·-- - . ·-~-- ------.....---.,----- --~--- ~--.,-~-.,.. 

• November Sth TCE letter to OPA asserts, and purports to confirm 
TCE's acceptance of, OPA's alleged repudiation of the Contract 

• Repudiation occurs when it is evident from a party's words or 
conduct that they are unwilling or unable to perform the contract 
according to its terms 

• OPA's repudiation of the Contract would discharge TCE from further 
performance of the Contract and as a result: 
- Permits TCE to recover the Completion and Performance Security 

- allows TCE to immediately sue for damages for loss of the benefit of the 
Contract without any obligation to negotiate further with the OPA on the 
terms ofa mutual termination 

• November 11th OPA letter to TCE refutes OPA's alleged repudiation 
of the Contract 
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TCE Concerns 

-·~--~--. ~-~-~ -. --- - _ _.___ ---·--

• Gas Turbines 
- 2 Mitsubishi 501 GAC Combustion Turbine Generators have been 

ordered 

- Cost -$190 MM and TCE has expended -$42 MM (to end of October) 

- Cancellation fee of 55% of turbine price if contract is terminated by year-
end (and increase to 75% in January) 

• Disclosure Requirements 
- If reimbursement of costs not resolved by year-end TCE will need to 

report a write down on the project 

• Alternate Opportunity in Ontario 
- TCE's preference is to move OGS to another location 

• TCE requires resolution on costs or some form of binding 
commitment on alternate opportunity by year-end 

ONTARIO,, 
POWERAUTHORITY L! 



Replacement Facility Option · 

~.-~--~~~-------~·-··-,·-- -~-----~---------· ------ --- -- ------------ -- ----.----·-· ----- -------·---.,.---~ 

• IPSP identified need for 450 MW peaking facility in Kitchener-
Waterloo-Cambridge area 

• Higher priority than SWGTA 

• TCE has identified several possible locations in Cambridge 

• Discussions have focused on Boxwood Drive location 
- Owned by the municipality 

- Zoned for industrial 

- Rural location 

- Adjacent to Toyota facility 

• TCE conducted focus group in Cambridge on November 16, 
2010 

ONTARIOfJ, 
POWERAUTHORITY L! 



Government Participation 

• Premier's Office staff advised TCE that Ontario has other 
needs for gas-fired generation 

• OPA staff working closely with Government staff 

• OPA staff advised that Province would be pleased if the 
following or a combination of the following criteria were 
achieved: 
- Negotiated solution does not exceed $1.2 B 

- No cheque issued to TCE 

- Good location for replacement facility (i.e. rural and meets 
setback requirements of Bill 8) 

- Per unit cost close to that of similar generation technology 

- Capacity of replacement facility similar to that identified in IPSP 
and LTEP 
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Boxwood Drive 
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EXHIBIT 1: PROJECT ,LOCATION AND EXISTING CONDITIONS :Je/can 
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Next Steps 

• Continue discussions with TCE to achieve the following: 
- Implement a confidentiality agreement to acknowledge 

confidential and wit~out prejudice nature of ongoing 
discussions 

- Decision with respect to gas turbines (i.e., conversion to 
fast start or cancellation of contract) 

- Type and Capacity of replacement facility 

- Location of replacement facility 

- Letter of Intent or Memorandum of Understanding by 
December 31 
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Aleksandar Kojic 

From: JoAnne Butler 
Sent: November 24, 2010 9:43AM 
To: 
Subject: 

Ben Chin; Deborah Langelaan; Michael Killeavy 
RE: OGS BOD Presentation 

Ben, 

I have advised Deb and Michael of our conversation last night. They will speak to it in terms of expectation that TC and 
ourselves might consider some different configuration options, yet to be brought forward to the negotiating team. 

Also, all is contingent on getting a signed NDA today .... no NDA, no meeting tomorrow ... 

JCB 

JoAnne C. Butler 
Vice President, Electricity Resources 
Ontario Power Authority 

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

416-969-6005 Tel. 
416-969-6071 Fax. 
joanne.butler@powerauthority.on.ca 

From: Ben Chin 
Sent: Miercoles, 24 de Noviembre de 2010 09:40 a.m. 
To: Deborah Langelaan; JoAnne Butler; Michael Killeavy 
Subject: RE: OGS BOD Presentation 

Looks good Deb ... one suggestion, some wording changes on slide 7 (even though there's no hand-outs): 

Government advised TCE that Ontario has other needs for gas-fired generation 
OPA staff is informing Government 
OPA staff advised of Province's priorities: 

Negotiated solution does not exceed $1.2 B 
No cheque issued to TCE 
Good location for replacement facility (i.e. rural and meets setback requirements of Bill 8) 
Per unit cost close to that of similar generation technology 
Capacity of replacement facility similar to that.identified in IPSP and L TEP 

ONTARIO~. 
POWERAUTHORrTY (! 

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 
.A Please consider your environmental responsibility before printing tllls email. 

This e-mail message and any files transmitted with it are intended only for the named recipient(s) above and may contain iriformation 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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From: Deborah Langelaan 
Sent: November 24, 2010 9:14AM 
To: JoAnne Butler; Ben Chin; Michael Killeavy 
Subject: OGS BOD Presentation 

All; 

Attahced is the presentation that will be used for today's Board meeting. It has been reviewed by external counsel and 
their comments have been incorporated into the document. Just a reminder that hard copies will not be distributed due to 
the sensitivity of the information. 

Deb 
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Aleksandar Kojic 

From: JoAnne Butler 
Sent: November 26, 201 0 1:15 PM 
To: Michael Killeavy; 'Pivanoff@osler.com'; 'rsebastiano@osler.com'; Deborah Langelaan; Susan 

Kennedy 
Cc: 
Subject: 

'ESmith@osler.com'; Barbara Ellard 
Re: Confidentiality Agreement 

Good job, everyone! 

JCB 

-----------·---·------
From: Michael Killeavy 
Sent: Friday, November 26, 2010 11:17 AM 
To: 'Pivanoff@osler.com' <Plvanoff@osler.com>; 'RSebastiano@osler.com' <RSebastiano@osler.com>; Deborah 
Langelaan; Susan Kennedy 
Cc: 'ESmith@osler.com' <ESmith@osler.com>; JoAnne Butler; Barbara Ellard 

· Subject: Re: Confidentiality Agreement 

JoAnne Butler will execute for the OPA. Her delegate, Barb Ellard, can sign it today. 

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.killeavy@powerauthority.on.ca 

From: Ivanoff, Paul [mailto:Pivanoff@osler.com] 
Sent: Friday, November 26, 2010 11:10 AM 
To: Michael Killeavy; Sebastiana, Rocco <RSebastiano@osler.com>; Deborah Langelaan; Susan Kennedy 
Cc: Smith, Elliot <ESmith@osler.com> 
Subject: RE: Confidentiality Agreement 

Good news .. We have a deal on our terms. 

We'll be sending the execution copy out to Harold and John Cashin momentarily. 

Paul 

OSLER 
Paul Ivanoff 
Partner 

1 



416.862.4223 DIRECT 
416.862.6666 FACSIMILE 
pivanoff@oster.com 

Oster, Hoskin & Harcourt LLP 
Box 50, 1 First Canadian Place 
Toronto, Ontario, Canada MSX 188 

osler.com 

From: Michael Killeavy [mailto:Michaei.Killeavy@powerauthority.on.ca] 
Sent: Friday, November 26, 2010 10:55 AM 
To: Ivanoff, Paul; Sebastiana, Rocco; Deborah Langelaan; Susan Kennedy 
Cc: Smith, Elliot 
Subject: RE: Confidentiality Agreement 

Thanks. We have.an afternoon meeting scheduled with TCE. If this isn't resolved by noon we will be cancelling it. 

From: Ivanoff, Paul [mailto:Pivanoff@osler.com] 
Sent: November 26, 2010 10:54 AM 
To: Michael Killeavy; Sebastiana, Rocco; Deborah Langelaan; Susan Kennedy 
Cc: Smith, Elliot 
Subject: RE: Confidentiality Agreement 

I just spoke to Harold about this to explain where we are coming from. He is going to call TCE right now and 
get back to me. 

OSLER 
Paul Ivanoff 
Partner 

416.862.4223 DIRECT 
416.862.6666 FACSIMILE 
pivanoff@osler.com 

Oster, Hoskin & Harcourt LLP 
Box 50, 1 First Canadian Place 
Toronto, Ontario, Canada MSX 188 

osler.com 

From: Michael Killeavy [mailto:Michaei.Killeavy@powerauthority.on.ca] 
Sent: Friday, November 26, 2010 10:51 AM 
To: Sebastiana, Rocco; Deborah Langelaan; Susan Kennedy 
Cc: Smith, Elliot; Ivanoff, Paul 
Subject: RE: Confidentiality Agreement 

Good. Thank you. 

From: Sebastiana, Rocco [mailto:RSebastiano@osler.com] 
Sent: November 26, 2010 10:50 AM 
To: Michael Killeavy; Deborah Langelaan; Susan Kennedy 
Cc: Smith, Elliot; Ivanoff, Paul 
Subject: Re: Confidentiality Agreement 
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Paul is going to call Harold now to explain to him our position that we can't agree at this stage that what is in Schedule A 
is necessarily all with prejudice and that in order to get by this hurdle, we need the "for greater certainty" language. 

Rocco 

From: Ivanoff, Paul 
Sent: Friday, November 26, 2010 10:42 AM 
To: Michael Killeavy <Michaei.Killeavy@powerauthority.on.ca>; Deborah langelaan 
<Deborah.langelaan@powerauthority.on.ca>; Susan Kennedy <Susan.Kennedy@powerauthority.on.ca> 
Cc: Sebastiana, Rocco; Smith, Elliot 
Subject: FW: Confidentiality Agreement 

Harold just sent this email, but I don't think that he reviewed my second email by the time he sent this one. He 
may have something further to say on this point. 

OSLER 
Paul Ivanoff 
Partner 

416.862.4223 DIRECT 
416.862.6666 FACSIMILE 
pivanoff@osler.com 

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

osler.com 

From: Huber, Harold R. [mailto:HHUBER@MCCARTHY.CA] 
Sent: Friday, November 26, 2010 10:32 AM 
To: Ivanoff, Paul 
Cc: Lever, David A.N.; Sebastiana, Rocco; Smith, Elliot 
Subject: RE: Confidentiality Agreement 

Thanks Paul, our client is agreeable to adding the November 11 letter to Schedule A. Could you please advise as to 
which, if any, of the documents referred to in the proposed Schedule A the OPA objects to being classified as "with 
prejudice". Our preference is to delete the "For greater certainty ... " sentence and have the parties acknowledge that the 
Schedule A correspondence is "with prejudice". 

mccarthy 
tetrault 

Harold Huber 
Partner 
T: 416-601·8169 
F: 416·868·0673 
Email: hhuber@mccarthy.ca 

McCarthy Tetrault LLP 
Box 48, Suite 5300 
Toronto Dominion Bank Tower 
Toronto ON M5K 1E6 

PLEASE, think of the environment before printing this message. 
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From: Ivanoff, Paul [mailto:Pivanoff@osler.com] 
Sent: Friday, November 26, 2010 9:34AM 
To: Huber, Harold R. 
Cc: Lever, David A.N.; Sebastiana, Rocco; Smith, Elliot 
Subject: RE: Confidentiality Agreement 

Harold, 

Further to Rocco's email oflast evening, below is our proposed revised Section 1.7. In addition, we propose to 
ioclude the OPA's letter ofNovember 11,2010 io Schedule A (copy attached). 

"The Parties acknowledge and agree that all discussions, communications and correspondence between 
the Parties or their Representatives from and after the date of this Agreement (other than 
correspondence listed io Schedule A hereto), whether oral or written, and whether Confidential 
Information or not, in connection with the differences between the Parties respectiog the SWGTA 
Contract or relatiog to other projects or potential opportunities beiog discussed between the Parties are 
without prejudice and privileged. For greater certaioty, the Parties acknowledge that the Parties have 
not reached any agreement as to whether or not the correspondence listed io Schedule A hereto is 
without prejudice and privileged. 
Notwithstanding the foregoiog, nothiog in this Agreement shall prevent either Party from 
communicating with the other Party on a with prejudice basis at any poiot in time by designating its 
communication, whether oral or written. as a "with prejudice" communication. provided that such "with 
prejudice" communication does not ioclude or refer, either directly or iodirectly, to any without 
prejudice and privileged discussions, communications and correspondence. 

Regards, 

OSLER 
Paul Ivanoff 
Partner 

416.862.4223 DIRECT 
416.862.6666 FACSIMILE 
pivanoff@osler.com 

Osler, Hoskin & Harcourt LLP 
Box 50, 1 First Canadian Place 
Toronto, Ontario, Canada MSX 188 

osler.com 

From: Sebastiana, Rocco 
Sent: Thursday, November 25, 2010 7:47 PM 
To: Huber, Harold R. 
Cc: Lever, David A.N.; Ivanoff, Paul 
Subject: RE: Confidentiality Agreement 

Harold got your voice mail. We have considered your proposed Schedule A and we are consideriog whether 
Schedule A should also ioclude the OPA's letter ofNovember 11 which was io response to TCE's letter of 
November 8 which has been added to the list. 
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Also, we are considering whether to add a for greater certainty clause which makes it clear that the parties have 
not reached any agreement as to whether or not the correspondence in Schedule A is or is not without prejudice 
and privileged. 

One fmal point that did come to light in reviewing the correspondence listed in Schedule A is that neither party 
should be able to include or refer to a without prejudice communication in a "with prejudice" communication 
and thereby cause the prior without prejudice and privileged communication to become with prejudice. This 
could be addressed by adding some language to the end of the new last sentence that we proposed in Section 
1.7. 

We will get back to you tomorrow morning with our definitive thoughts on these few points and hopefully, we 
can get the CA finalized and executed before our clients' scheduled 2 pm meeting. 

Regards, Rocco 

From: Rahim, lisa [mailto:irahim@mccarthy.ca] On Behalf Of Huber, Harold R. 
Sent: Thursday, November 25, 2010 12:28 PM 
To: Sebastiane, Rocco 
Cc: Lever, David A.N.; Huber, Harold R. 
Subject: Confidentiality Agreement 
Importance: High 

Rocco, 

Further to our conversation last night, attached please find a list of correspondence that we would propose for 
Schedule A in the Confidentiality Agreement. 

1. T Bennett email to D Langelaan and others dated October 19, 2010; Subject: Meeting follow-up 
2. T Bennett email to D Langelaan and others dated October 21, 201 0; Subject: MPS Update 
3. T. Bennett email to D Langelaan dated November 2, 201 0; Subject: FW: MPS Letter Agreement 
4. C. Breen email to B Chin dated November 4, 2010; Subject: FW: CONFIDENTIAL AND SUBJECT TO 

COMMON INTEREST PRIVILEGE 
5. T Bennett email to D Langelaan dated November 8, 201 0; Subject: Meeting follow-up 
6. A Pourbaix letter to C Anderson dated November 8, 2010; Re: SouthWest GTA Clean Energy Supply 

Contract (the "Contract") between TransCanada Energy Ltd. and Ontario Power Authority dated November 
9, 2009. 

7. T Bennett email to D Langelaan dated November 18, 2010; Subject: RE: Meeting follow-up 
8. T Bennett email to D Langelaan and others dated November 18, 2010; Subject: Equipment Supply 

Contract and related contracts between TransCanada Energy Ltd. and MPS Canada Inc. (the "MPS 
Contracts") 

9. T Bennett email to D Langelaan and others dated November 19, 201 0; Subject: RE: TCE-OPA 
Communications 

I look forward to discussing the same with you. 

Regards, 

mccarthy 
tetrault 

Harold Huber 
Partner 
T: 416-601-8169 
F: 416·868-0673 
Email: hhuber@mccarthy.ca 

McCarthy Tetrault LLP 
Box 48, Suite 5300 
Toronto Dominion Bank Tower 
Toronto ON M5K 1E6 

PLEASE, think of the environment before printing this message. 
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****************-*********-......-......-................. _ 

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

Le contenu du present courriel est privil{!gh3, confidentiel et 
soumis a des droits d'auteur. ll est interdit de I'Utiliser ou 
de le divulguer sans autorisation . 

............................. -------.... ···-*****" 
=========================================================== 
This e-mail may contain information that is privileged, confidential 
and/or exempt from disclosure. 
No waiver whatsoever is intended by sending this e-mail which is intended 
only for the named recipient(s). 
Unauthorized use, dissemination or copying is prohibited. If you receive 
this email in error, please notify 
the sender and destroy all copies of this e-mail. Our privacy policy is 
available at www.mccarthy.ca . 

This e-mail message and any files transmitted with it are intended only for the named recipient(s) above and may contain infonnation 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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Aleksandar Kojic 

From: 
Sent: 
To: 

Michael Killeavy 
December 9, 2010 4:40 PM 
JoAnne Butler 

Subject: Fw: TransCanada Draft Gas Turbine Indemnity Agreement 
Attachments: DOCS-#9881264-vS-L TR _ --OPA_re _Gas_ Turbine _Indemnity _Agreement (TCE). DOC 

We just got this and are reviewing it at Osler. 

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: John Mikkelsen [mailto:john mikkelsen@transcanada.coml 
Sent: Thursday, December 09, 2010 04:30 PM 
To: Deborah Langelaan 
Cc: Michael Killeavy; Terry Bennett <terry bennett@transcanada.com>; Terri Steeves 
<terri steeves@transcanada.com>; Chris Breen <chris breen@transcanada.com>; John Cashin 
<john cashin@transcanada.com> 
Subject: TransCanada Draft Gas Turbine Indemnity Agreement 

Deborah, 

Further to our discussions Friday and our briefing this morning, please find attached draft Gas Turbine Indemnity 
Agreement. 
We look forward to meeting with the OPA to discuss this document and the draft MOU tomorrow afternoon. 

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 
We have moved! Please note the new address above 
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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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Ontario Power Authority 
Suite 1600 
120 Adelaide Street West 
Toronto, ON M5H 1T1 

Attention: • 

Dear Sirs: 

[TCE Letterhead] 

Re: Gas Turbine Indemnity Agreement 

Background 

Draft: December 9, 2010 

WITH PREJUDICE 

TransCanada Energy Ltd. ('TCE") and MPS Canada, Inc. ("MPS") have entered into Equipment 
Supply Agreement No. 6519 dated July 7, 2009 (the "ESA") relating to the design, fabrication 
and supply of, and the performance of certain services for two M501 GAC combustion gas 
turbines and related ancillary equipment (the "Supplier's Work") as amended by letter 
agreements dated October 29, 2010, November 19, 2010, and December •. 2010 and as may 
be further amended from time to time. The October 29, 2010 letter agreement also instructed 
MPS to suspend the Suppliers Work until November 30, 2010. The November 19, 2010 letter 
agreement extended the suspension until December 31, 2010. 

TCE has the right to cancel the ESA upon payment of a termination payment as specified 
therein. The ESA provides that the amount of the termination payment increases from month to 
month. 

TCE and the Ontario Power Authority (the "OPA") are engaged in discussions regarding a 
peaking generation agreement, in respect of a simple cycle natural gas-fired power generation 
project in Cambridge, Ontario having an approximate season 3 degraded capacity of 450 MW 
(the "Cambridge Project"). It is anticipated that the gas turbines sourced under the ESA (the 
"MPS Equipment") will be used in the Cambridge Project. 

In light of such ongoing discussions regarding the Cambridge Project, the OPA has requested 
that TCE refrain from exercising its termination rights under the ESA at this time and has also 
requested that TCE withdraw its suspension notice under the ESA and direct MPS to 
recommence the Supplier's Work thereunder including the modification of the equipment from 
M501 GAC to M501 GAC Fast start. TCE is prepared to agree to such request on the condition 
that the OPA agree to indemnify TCE from and against all amounts payable by TCE to MPS 
pursuant to the ESA. 

Indemnity 

If prior to September 1, 2011 TCE and the OPA have entered into a binding peaking generation 
agreement for the Cambridge Project or an alternative project agreed to by the parties, and 
which, in either case, utilizes the MPS Equipment, then this agreement shall terminate upon the 
effective date of such agreement, otherwise the following provisions shall apply: 
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1. If the OPA determines, acting reasonably, that TCE and the OPA will not be able to 
reach. an agreement on the terms of a binding peaking generation agreement for the 
Cambridge Project or an alternative project agreed to by the parties by September 1, 
2011, then the OPA may direct TCE to terminate the ESA on 10 days notice to TCE in 
which case TCE shall terminate the ESA TCE shall not terminate the ESA prior to 
September 1, 2011 without the prior written direction of the OPA 

2. In the event that the OPA directs TCE to terminate the ESA in accordance with section 1 
then the OPA hereby agrees to indemnify and hold harmless TCE from and against all 
claims, liabilities, costs and expenses suffered or incurred by TCE as a result of the 
termination of the ESA, including reimbursement of all amounts paid by TCE to MPS to 
the date of termination and any termination payment payable thereunder. 

3. If prior to September 1, 2011, TCE and the OPA have not entered into a binding peaking 
generation agreement in respect of the Cambridge Project or an alternative project 
agreed to by the Parties which, in either case, utilizes the MPS Equipment and the OPA 
does not direct TCE to terminate the ESA on or before September 1, 2011, then: 

(i) on or before October 1, 2011 the OPA shall pay to TCE the total amount 
of all payments that have been paid or are payable by TCE to MPS under 
the ESA up to and including September 1, 2011; 

(ii) the OPA shall reimburse TCE for all payments made by TCE to MPS 
under the ESA after September 1, 2011 within 30 days of a request for 
reimbursement by TCE to the OPA; 

(iii) if TCE has not sold the MPS Equipment to a third party or put the MPS 
Equipment to a TCE Use as defined in (v) below, then TCE shall arrange 
for suitable storage and maintenance of same; 

(iv) the OPA shall reimburse TCE for all costs incurred by TCE in connection· 
with the storage and maintenance of the MPS Equipment including 
without limitation all transportation costs, insurance costs and storage and 
maintenance costs within 30 days of a request for reimbursement by TCE 
to the OPA; and 

. (v) TCE shall use commercially reasonable efforts to re-sell the MPS 
Equipment to a third party or to use the MPS Equipment in another power 
generation project developed by TCE (a "TCE Use") and in such event 
TCE shall pay to the OPA the net proceeds received by TCE upon such 
resale or the fair market value of the MPS Equipment at the time of such 
TCE Use whichever is the case, less in each case, all costs incurred by 
TCE to implement such resale or TCE Use not previously reimbursed by 
the OPA to TCE. 

4. General. 

(a) This agreement and its application and interpretation will be governed exclusively 
by the laws of the Province of Ontario and the federal laws of Canada applicable 
therein regardless of the laws that might otherwise govern under applicable 
conflict of law principles; 



(b) 

(c) 

(d) 

(e) 

page 3 

The parties' relationship to each other in the performance of this agreement is 
that of independent contractors. Nothing contained in this agreement is intended 
to place the parties in the relationship of partners, joint venturers, principal-agent, 
or employer-employee, and neither party shall have any right to obligate or bind 
the other party in any manner whatsoever; and 

This agreement may be executed simultaneously in two or more counterparts, 
each of which shall be deemed an original, but all of which together shall 
constitute one and the same instrument. Delivery of executed counterparts 
hereof may be made electronically. 

The parties acknowledge that this agreement is subject to the terms of the 
Confidentiality Agreement between the parties dated as of October 8, 201 0. 

Neither party will assign this agreement without the prior written consent of the 
other party. 

Please confirm your agreement with the foregoing by signing and returning the enclosed copy of 
this letter. 

Yours very truly, 

TransCanada Energy Ltd. 

Per: 

Per: 

Name: • 
Title: • 

Name: • 
Title: • 

Agreed to this ___ day of December, 2010. 

ONTARIO POWER AUTHORITY 

Per: 

Per: 

----------------
Name: • 

Title: • 

--------------------------
Name: • 
Title: • 



Aleksandar Kojic 

From: 
Sent: 
To: 
Cc: 
Subject: 

JoAnne Butler 
December 1 0, 2010 2:00 PM 
Michael Killeavy; Ben Chin; Deborah Langelaan 
Colin Andersen; Amir Shalaby; Michael Lyle 
Re: Message to Mayor Craig 

I agree completely with Michael. Say nothing to Breen and don't agree with this. This is hanging ourselves way out there 
and TCE hasn't even coughed up the data we need. 

JCB 

From: Michael Killeavy 
Sent: Friday, December 10, 2010 01:49 PM 
To: Ben Chin; Deborah Langelaan; JoAnne Butler 
Cc: Colin Andersen; Amir Shalaby; Michael Lyle 
Subject: Re: Message to Mayor Craig 

I'd prefer this didn't happen. 

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: Ben Chin 
Sent: Friday, December 10, 2010 01:46 PM 
To: Michael Killeavy; Deborah Langelaan; JoAnne Butler 
Cc: Colin Andersen; Amir Shalaby; Michael Lyle 
Subject: FW: Message to Mayor Craig 

Heads up, TCE may feel a need to contact the Mayor of Cambridge today. I think it's the fair and responsible thing to do. 
I've given others a heads up as well. 

ONTARI04 
POWERAUTHORrrY (! 

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

This e~mail message and any files transmUted with it are intended only for the named recipient(s) above and may contain information that is privileged, confidential 
and/or exempt/rom 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. lfyou have received this message in error, or are not the named recipient(s), please notify the sender immediately 



From: Chris Breen [mailto:chris breen@transcanada.coml 
Sent: December 10, 2010 1:20 PM 
To: Ben Chin 
Subject: Message to Mayor Craig 

Sir, 

If I am asked to call the Mayor today, please consider below and feel free to improve! 

Purpose - show the Mayor some respect and open a channel of communication. 

Timing Rationale - competitors are aware of proposed plan and likely speaking to the City -
so its important that we tell the Mayor we are interested in his input and understanding what 
the City thinks and needs. 

Message Notes: 
• · Intro myself, TC and give my cell #; 
• Remind him ofOPA LTEP andiESO 18 month outlook regarding KW-C; 
• Remind him that we own a piece ofland on Eagle St. and there are other reasonable sites 

in Cambridge; 
• Remind him that we are in discussion with OP A on how to peacefully wrap up OGS 

cancellation; 
• Tell him that we have no deal with OPA but will stay in touch as things evolve; 
• Tell him that we would like to meet with him to understand his views and discuss 

opportunities for the City; and 
• Invite him to call me anytime if he has questions or concerns. 

Thanks, 
Chris Breen 
www.transcanada.com 
416.605.3524 

Please note our new address: 
Royal Bank Plaza, South Tower 
200 Bay Street, Suite 2400 
Post Office Box 43 
Toronto, Ontario M5J 2Jl 

This electronic message and any attached documents are intended only for the named addressee(s). This 
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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 inunediately and delete the original 
message. Thank you. 
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Aleksandar Kojic 

From: 
Sent: 
To: 
Subject: 

JoAnne Butler 
December 10, 201 0 2:08 PM 
Ben Chin 
Re: Message to Mayor Craig 

Then let him talk as a developer .... take out any reference to OGS ... 

JCB 

From: Ben Chin 
Sent: Friday, December 10, 2010 02:05 PM 
To: JoAnne Butler 
Subject: RE: Message to Mayor Craig 

Can you call me when you're done your call? Or come by the office. TCE is not asking for my opinion. They may choose 
to do this today. Mullin and I will be speaking to Chris at 3. There's nothing we can do to stop any developer from talking 
to the Mayor. If others are doing it and TCE is not, that could lead to some challenges as well. The key is that Chris 
sticks to the bullets he suggests, and do so accurately, without committing to actions that have not been agreed to at this 
time. My view on all the bullets below is that they're accurate, and there all public already. My only point would be that 
there's no need to go to bullet 4 unless asked about the status of our talks. 

ONTARIO fl. Ben Chin I Vice President, Corporate Communications 

POWER AUTHORITY l! 120 Adelaide StW., Suite 1600 I Toronto, Ontario, MSH 1Tl 
Phone: 416.969.6007 I Fa..·<: 416.967.19471 Email: ben.chin@powerauthority.on.ca 
>;!, Please consider your environmental responsibility before printing this email. 

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

From: JoAnne Butler 
Sent: December 10, 2010 2:00 PM 
To: Michael Killeavy; Ben Chin; Deborah Langelaan 
Cc: Colin Andersen; Amir Shalaby; Michael Lyle 
Subject: Re: Message to Mayor Craig 

I agree completely with Michael. Say nothing to Breen and don't agree with this. This is hanging ourselves way out there 
and TCE hasn't even coughed up the data we need. 

JCB 

From: Michael Killeavy 
Sent: Friday, December 10, 2010 01:49 PM 
To: Ben Chin; Deborah Langelaan; JoAnne Butler 
Cc: Colin Andersen; Amir Shalaby; Michael Lyle 
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Subject: Re: Message to Mayor Craig 

I'd prefer this didn't happen. 

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.killeaw@powerauthority.on.ca 

From: Ben Chin 
Sent: Friday, December 10, 2010 01:46PM 
To: Michael Killeavy; Deborah Langelaan; JoAnne Butler 
Cc: Colin Andersen; Amir Shalaby; Michael Lyle 
Subject: FW: Message to Mayor Craig 

Heads up, TCE may feel a need to contact the Mayor of Cambridge today. I think it's the fair and responsible thing to do. 
I've given others a heads up as well. 

Ben Chin I Vice President, Corporate Communications 
120 Adelaide StW., Suite 1600 I Toronto, Ontario, MSH 1Tl 
Phone: 416.969.6007 I Fax: 416.967.19471 Email: ben.chin@powerauthoricy.on.ca 
.1; Please consider your 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 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: Chris Breen [mailto:chris breen@transcanada.coml 
Sent: December 10, 2010 1:20 PM 
To: Ben Chin 
Subject: Message to Mayor Craig 

Sir, 

Ifl am asked to call the Mayor today, please consider below and feel free to improve! 

Purpose - show the Mayor some respect and open a channel of communication. 
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Timing Rationale - competitors are aware of proposed plan and likely speaking to the City -
so its important that we tell the Mayor we are interested in his input and understanding what 
the City thinks and needs. 

Message Notes: 
• Intra myself, TC and give my cell #; 
• Remind him of OP A L TEP and IESO 18 month outlook regarding KW -C; 
• Remind him that we own a piece ofland on Eagle St. and there are other reasonable sites 

in Cambridge; 
• Remind him that we are in discussion with OP A on how to peacefully wrap up OGS 

cancellation; 
• Tell him that we have no deal with OPA but will stay in touch as things evolve; 
• Tell him that we would like to meet with him to understand his views and discuss 

opportunities for the City; and _ 
• Invite him to call me anytime if he has questions or concerns. 

Thanks, 
Chris Breen 
www.transcanada.com 
416.605.3524 

Please note our new address: 
Royal Bank Plaza, South Tower 
200 Bay Street, Suite 2400 
Post Office Box 43 
Toronto, Ontario M5J 2Jl 

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: JoAnne Butler 
Sent: December 10, 2010 2:10PM 
To: 
Cc: 

Michael Lyle; Michael Killeavy; Ben Chin; Deborah Langelaan 
Colin Andersen; Amir Shalaby 

Subject: Re: Message to Mayor Craig 

Yes, I think that is where we are headed ... talk as any other developer. .. no reference to OGS ... 

JcB· 

From: Michael Lyle 
Sent: Friday, December 10, 2010 02:07 PM 
To: JoAnne Butler; Michael Killeavy; Ben Chin; Deborah Langelaan 
Cc: Colin Andersen; Amir Shalaby 
Subject: RE: Message to Mayor Craig 

Would you be comfortable ifTCE does not discuss bullet points 4 and 5 (reference to OPA discussions re OGS 
cancellation)? · 

Michael Lyle 
General Counsel and Vice President 
Legal, Aboriginal & Regulatory Affairs 
Ontario Power AuthoritY 
120 Adelaide Street West, Suite 1600 
Toronto, Ontario, M5H 1T1 
Direct: 416-969-6035 
Fax: 416.969.6383 
Email: michael.lyle@powerauthority.on.ca 

This e·mait message and any files transmitted with it are intended only for the named recipient(s) above and may contain infonnation 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 messa,.,e,_ ___ _ 

From: JoAnne Butler 
Sent: December 10, 2010 2:00 PM 
To: Michael Killeavy; Ben Chin; Deborah Langelaan 
Cc: Colin Andersen; Amir Shalaby; Michael Lyle 
Subject: Re: Message to Mayor Craig 

I agree completely with Michael. Say nothing to Breen and don't agree with this. This is hanging ourselves way out there 
and TCE hasn't even coughed up the data we need. 

JCB 

From: Michael Killeavy 
Sent: Friday, December 10, 2010 01:49 PM 
To: Ben Chin; Deborah Langelaan; JoAnne Butler 
Cc: Colin Andersen; Amir Shalaby; Michael Lyle 
Subject: Re: Message to Mayor Craig 
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I'd prefer this didn't happen. 

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: Ben Chin 
Sent: Friday, December 10, 2010 01:46 PM 
To: Michael Killeavy; Deborah Langelaan; JoAnne Butler 
Cc: Colin Andersen; Amir Shalaby; Michael Lyle 
Subject: FW: Message to Mayor Craig 

Heads up, TCE may feel a need to contact the Mayor of Cambridge today. I think it's the fair and responsible thing to do. 
I've given others a heads up as well. 

·ONTARIO •. 
POWERAUTHORli"Y Lf 

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 
.1; Please consider your 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 infonnation 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 redpient(s), please notify the sender immediateo/ 
and delete this e-mail message. 

From: Chris Breen [mailto:chris breen@transcanada.com] 
Sent: December 10, 2010 1:20 PM 
To: Ben Chin 
Subject: Message to Mayor Craig 

Sir, 

Ifl am asked to call the Mayor today, please consider below and feel free to improve! 

Purpose - show the Mayor some respect and open a channel of communication. 
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Timing Rationale - competitors are aware of proposed plan and likely speaking to the City -
so its important that we tell the Mayor we are interested in his input and understanding what 
the City thinks and needs. 

Message Notes: 
• Intro myself, TC and give my cell#; 
• Remind him of OP A L TEP and IESO 18 month outlook regarding KW -C; 
• Remind him that we own a piece ofland on Eagle St. and there are other reasonable sites 

in Cambridge; 
• Remind him that we are in discussion with OP A on how to peacefully wrap up OGS 

cancellation; 
• Tell him that we have no deal with OPA but will stay in touch as things evolve; 
• Tell him that we would like to meet with him to understand his views and discuss 

opportunities for the City; and 
• Invite him to call me anytime if he has questions or concerns. 

Thanks, 
Chris Breen 
www.transcanada.com 
416.605.3524 

Please note our new address: 
Royal Bank Plaza, South Tower 
200 Bay Street, Suite 2400 
Post Office Box 43 
Toronto, Ontario M5J 2Jl 

This electronic message and any attached documents are intended only for the named addressee(s). This 
. communication from TransCanada may contaio 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: Ben Chin 
Sent: December 10, 2010 2:16PM 
To: 
Cc: 

Michael Killeavy; JoAnne Butler; Michael Lyle; Deborah Langelaan 
Colin Andersen; Amir Shalaby 

Subject: RE: Message to Mayor Craig 

Great, thanks everybody. 

ONTARI04. 
Ben Chin I Vice President, C01porate Communications 

POWER AUTHORITY L! 120 Adelaide StW., Suite 1600 I Toronto, Ontario, MSH IT! 
Phone: 416.969.6007 I Fa.'<: 416.967.19471 Email: ben.chin@powerauthority.on.ca 
,}; Please consider your 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. lfyou are not the intended recipient(s), any dissemination, distribution or copying of this e-mail message or 
any files transmitte.d with it is strictly prohibited. If you have received this message in error, or are not the named recipient(s), please notify the sender immediately 
and delete this e-mail message. 

From: Michael Killeavy 
Sent: December 10, 2010 2:12 PM 
To: JoAnne Butler; Michael Lyle; Ben Chin; Deborah Langelaan 
Cc: Colin Andersen; Amir Shalaby 
Subject: Re: Message to Mayor Craig 

Ok. The concern I have is that whatever is said creates an expectation on which someone (us) will need to deliver on and 
that can hamstring negotiations. 

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: JoAnne Butler 
Sent: Friday, December 10, 2010 02:09 PM 
To: Michael Lyle; Michael Killeavy; Ben Chin; Deborah Langelaan · 
Cc: Colin Andersen; Amir Shalaby 
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Subject: Re: Message to Mayor Craig 

Yes, I think that is where we are headed ... talk as any other developer ... no reference to OGS ... 

JCB 

From: Michael Lyle 
Sent: Friday, December 10, 2010 02:07 PM 
To: JoAnne Butler; Michael Killeavy; Ben Chin; Deborah Langelaan 
Cc: Colin Andersen; Amir Shalaby 
Subject: RE: Message to Mayor Craig 

Would you be comfortable ifTCE does not discuss bullet points 4 and 5 (reference to OPA discussions re OGS 
cancellation)? 

Michael Lyle 
General Counsel and Vice President 
Legal, Aboriginal & Regulatory Affairs 
Ontario Power Authority 
120 Adelaide Street West, Suite 1600 
Toronto, Ontario, M5H 1T1 
Direct: 416-969-6035 
Fax: 416.969.6383 
Email: michael.lyle@powerauthority.on.ca 

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

From: JoAnne Butler 
Sent: December 10, 2010 2:00 PM 
To: Michael Killeavy; Ben Chin; Deborah Langelaan 
Cc: Colin Andersen; Amir Shalaby; Michael Lyle 
Subject: Re: Message to Mayor Craig 

I agree completely with Michael: Say nothing to Breen and don't agree with this. This is hanging ourselves way out there 
and TCE hasn't even coughed up the data we need. 

JCB 

From: Michael Killeavy 
Sent: Friday, December 10, 2010 01:49 PM 
To: Ben Chin; Deborah Langelaan; JoAnne Butler 
Cc: Colin Andersen; Amir Shalaby; Michael Lyle 
Subject: Re: Message to Mayor Craig 

I'd prefer this didn't happen. 

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

From: Ben Chin 
Sent: Friday, December 10, 2010 01:46 PM 
To: Michael Killeavy; Deborah Langelaan; JoAnne Butler 
Cc: Colin Andersen; Amir Shalaby; Michael Lyle 
Subject: FW: Message to Mayor Craig 

Heads up, TCE may feel a need to contact the Mayor of Cambridge today. I think it's the fair and responsible thing to do. 
I've given others a heads up as well. 

Ben Chin I Vice President, Corporate Communications 
120 Adelaide St W., Snite 1600 I Toronto, Ontario, MSH 1Tl 
Phone: 416.969.6007 I Fax: 416.967.19471 Email: hen.chin@powerauthorit;y.on.ca 
,!; Please consider your environmental responsibility before printing tlus email. 

This e-mail message and any Jiles transmitted with it are intended only for the named reciptent(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), 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: Chris Breen [mailto:chris_breen@transcanada.com] 
Sent: December 10, 2010 1:20 PM 
To: Ben Chin 
Subject: Message to Mayor Craig 

Sir, 

If I am asked to call the Mayor today, please consider below and feel free to improve! 

Purpose - show the Mayor some respect and open a channel of communication. 

Timing Rationale - competitors are aware of proposed plan and likely speaking to the City -
so its important that we tell the Mayor we are interested in his input and understanding what 
the City thinks and needs. 

Message Notes: 
• Intro myself, TC and give my cell #; 
• Remind him ofOPA LTEP and IESO 18 month outlook regarding KW-C; 
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• Remind him that we own a piece of land on Eagle St. and there are other reasonable sites 
in Cambridge; 

• Remind him that we are in discussion with OP A on how to peacefully wrap up OGS 
cancellation; 

• Tellliim that we have no deal with OPA but will stay in touch as things evolve; 
• Tell him that we would like to meet with him to understand his views and discuss 

opportunities for the City; and 
• Invite him to call me anytime if he has questions or concerns. 

Thanks, 
Chris Breen 
www.transcanada.com 
416.605.3524 

Please note our new address: 
Royal Bank Plaza, South Tower 
200 Bay Street, Suite 2400 
Post Office Box 43 
Toronto, Ontario M5J 2Jl 

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: 
Subject: 

JoAnne Butler 
December 10, 2010 3:36 PM 
Michael Killeavy 
RE: Message to Mayor Craig 

We're good ... it just talked to Ben .... talk on Monday ... 

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@powerauthoritv.on.ca 

From: Michael Killeavy 
Sent: Viernes, 10 de Diciembre de 2010 03:26 p.m. 
To: Ben Chin; JoAnne Butler; Michael Lyle; Deborah Langelaan 
Cc: Colin Andersen; Amir Shalaby 
Subject: Re: Message to Mayor Craig 

Ok. Will we ·know what he's going to say? 

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) 
M ichael.killeavy@ powerauthority .on .ca 

From: Ben Chin 
Sent: Friday, December 10, 2010 03:18PM 
To: Michael Killeavy; JoAnne Butler; Michael Lyle; Deborah Langelaan 
Cc: Colin Andersen; Amir Shalaby 
Subject: RE: Message to Mayor Craig 

Absolutely ... Just to be clear, I'm not calling the Mayor. But I will be speaking with Chris Breen before he calls the Mayor. 

ONTARI04. 
POWER AUTHORITY (_J 

Ben Chin I Vice President, Cotporate Communications 
120 Adelaide St W., Suite 1600 I Toronto, Ontario, MSH 1T1 



From: Michael Killeavy 
Sent: December 10, 2010 3:00 PM 
To: Ben Chin; JoAnne Butler; Michael Lyle; Deborah Langelaan 
Cc: Colin Andersen; Amir Shalaby 
Subject: Re: Message to Mayor Craig 

I'll need a debriefing on your conversation with the mayor when it's convenient. 

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: Ben Chin 
Sent: Friday, December 10, 2010 02:16 PM 
To: Michael Killeavy; JoAnne Butler; Michael Lyle; Deborah Langelaan 
Cc: Colin Andersen; Amir Shalaby 
Subject: RE: Message to Mayor Craig 

Great, thanks everybody. 

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 
,.!, Please consider your envkonmental responsibility before printing tllis email. 

This e-mail message and any files transmitted with it are intended only for the named rectpient(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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From: Mi~hael Killeavy 
Sent: December 10, 2010 2:12. PM 
To: JoAnne Butler; Michael Lyle; Ben Chin; Deborah Langelaan 
Cc: Colin Andersen; Amir Shalaby 
Subject: Re: Message to Mayor Craig 

Ok. The concern I have is that whatever is said creates an expectation on which someone (us) will need to deliver on and 
that can hamstring negotiations. 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
120 Adelaide St. West, Suite 1600 
Toronto, Ontario, M5H 1T1 
416-969-6288 (office) 
416-969-6071 (fax) 
416-520-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 

From: JoAnne Butler 
Sent: Friday, December 10, 2010 02:09 PM 
To: Michael Lyle; Michael Killeavy; Ben Chin; Deborah Langelaan 
Cc: Colin Andersen; Amir Shalaby 
Subject: Re: Message to Mayor Craig 

Yes, I think that is where we are headed ... talk as any other developer ... no reference to OGS ... 

JCB 

From: Michael Lyle 
Sent: Friday, December 10, 2010 02:07 PM 
To: JoAnne Butler; Michael Killeavy; Ben Chin; Deborah Langelaan 
Cc: Colin Andersen; Amir Shalaby 
Subject: RE: Message to Mayor Craig 

Would you be comfortable if TCE does not discuss bullet points 4 and 5 (reference to OPA discussions re OGS 
cancellation)? 

Michael Lyle 
General Counsel and Vice President 
Legal, Aboriginal & Regulatory Affairs 
Ontario Power Authority 
120 Adelaide Street West, Suite 1600 
Toronto, Ontario, M5H 1T1 
Direct: 416-969-6035 
Fax: 416.969.6383 
Email: michael.lyle@powerauthority.on.ca 
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This e-mail message and any files transmitted with it are intended only for the named recipient(s) above and may contain infonnation that is privileged, confidential 
and/or exempt from disclosure under applicable law. If you are not the intended recipient(s), any dissemination, distribution or copying of this e-mail message or 
any files transmitted with it is strictly prohibited. If you have received this message in error, or are not the named recipient(s), please notify the sender immediately 
and delete this e-mail message 

From: JoAnne Butler 
Sent: December 10, 2010 2:00 PM 
To: Michael Killeavy; Ben Chin; Deborah Langelaan 
Cc: Colin Andersen; Amir Shalaby; Michael Lyle 
Subject: Re: Message to Mayor Craig 

I agree completely with Michael. Say nothing to Breen and don't agree with this. This is hanging ourselves way out there 
and TCE hasn't even coughed up the data we need. 

JCB 

From: Michael Killeavy 
Sent: Friday, December 10, 2010 01:49 PM 
To: Ben Chin; Deborah Langelaan; JoAnne Butler 
Cc: Colin Andersen; Amir Shalaby; Michael Lyle 
Subject: Re: Message to Mayor Craig 

I'd prefer this didn't happen. 

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: Ben Chin 
Sent: Friday, December 10, 2010 01:46 PM 
To: Michael Killeavy; Deborah Langelaan; JoAnne Butler 
Cc: Colin Andersen; Amir Shalaby; Michael Lyle 
Subject: FW: Message to Mayor Craig· 

Heads up, TCE may feel a need to contact the Mayor of Cambridge today. I think it's the fair and responsible thing to do. 
I've given others a heads up as well. 

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 
,!, Please consider your environmental responsibility before printing this email. 

This e-mail message and any files transmilled with it are intended only for the named recipient(s) above and may contain i'1formalion 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: Chris Breen [mailto:chris_breen@transcanada.com] 
Sent: December 10, 2010 1:20 PM 
To: Ben Chin 
Subject: Message to Mayor Craig 

Sir, 

Ifl am asked to call the Mayor today, please consider below and feel free to improve! 

Purpose - show the Mayor some respect and open a channel of communication. 

Timing Rationale - competitors are aware of proposed plan and likely speaking to the City -
so its important that we tell the Mayor we are interested in his input and understanding what 
the City thinks and needs. 

Message Notes: 
• Intro myself, TC and give my cell#; 
• Remind him of OPAL TEP and IESO 18 month outlook regarding KW -C; 
• Remind him that we own a piece of land on Eagle St. and there are other reasonable sites 

in Cambridge; 
• Remind him that we are in discussion with OP A on how to peacefully wrap up OGS 

cancellation; 
• Tell him that we have no deal with OPA but will stay in touch as things evolve; 
• Tell him that we would like to meet with him to understand his views and discuss 

opportunities for the City; and 
• Invite him to call me anytime if he has questions or concerns. 

Thanks, 
Chris Breen 
www.transcanada.com 
416.605.3524 

Please note our new address: 
Royal Bank Plaza, South Tower 
200 Bay Street, Suite 2400 
Post Office Box 43 
Toronto, Ontario M5J 2Jl 

This electronic message and any attached documents are intended only for the named addressee(s). This 
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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 inunediately and delete the original 
message. Thank you. 
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Aleksandar Kojic 

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

Colin, 

Susan Kennedy 
December 14,2010 11:56AM 
Colin Andersen 
Michael Killeavy; Deborah Langelaan; JoAnne Butler 
TCE- Requested MOU and Turbine Indemnity Agreement 
DOCS-#9881264-v5-L TR _-_ OPA_re _Gas_ Turbine _Indemnity _Agreement (TCE).doc; 
9885782v4- MOU- TransCanada (OPA) _1.doc 

Per your request, attached are the draft "asks" from TCE re MOU and Turbine Indemnity Agreement. As discussed, OPA 
pushed back on MOU request (to pare it back to what auditors might need). We have also pushed back on Turbine 

· Indemnity Agreement; however, are awaiting a "look" at the actual agreement before proceeding further re same. 

SHK 
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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Ontario Power Authority 
Suite 1600 
120 Adelaide Street West 
Toronto, ON M5H 1T1 

Attention: • 

Dear Sirs: 

[TCE Letterhead] 

Re: Gas Turbine Indemnity Agreement 

Background 

Draft: December 9, 2010 

WITH PREJUDICE 

TransCanada Energy Ltd. ('TCE") and MPS Canada, Inc. ("MPS") have entered into Equipment 
Supply Agreement No. 6519 dated July 7, 2009 (the "ESA") relating to the design, fabrication 
and supply of, and the performance of certain services for two M501 GAC combustion gas 
turbines and related ancillary equipment (the "Supplier's Work") as amended by letter· 
agreements dated October 29, 2010, November 19, 2010, and December •, 2010 and as may 
be further amended from time to time. The October 29, 2010 letter agreement also instructed 
MPS to suspend the Suppliers Work until November 30, 2010. The November 19, 2010 letter 
agreement extended the suspension until December 31, 2010. 

TCE has the right to cancel the ESA upon payment of a termination payment as specified 
therein. The ESA provides that the amount of the termination payment increases from month to 
month. 

TCE and the Ontario Power Authority (the "OPA") are engaged in discussions regarding a 
peaking generation agreement, in respect of a simple cycle natural gas-fired power generation 
project in Cambridge, Ontario having an approximate season 3 degraded capacity of 450 MW 
(the "Cambridge Project"). It is anticipated that the gas turbines sourced under the ESA (the 
"MPS Equipment") will be used in the Cambridge Project. 

In light of such ongoing discussions regarding the Cambridge Project, the OPA has requested 
that TCE refrain from exercising its termination rights under the ESA at this time and has also 
requested that TCE withdraw its suspension notice under the ESA and direct MPS to 
recommence the Supplier's Work thereunder including the modification of the equipment from 
M501GAC to M501GAC Fast start. TCE is prepared to agree to such request on the condition 
that the OPA agree to indemnify TCE from and against all amounts payable by TCE to MPS 
pursuant to the ESA. 

Indemnity 

If prior to September 1, 2011 TCE and the OPA have entered into a binding peaking generation 
agreement for the Cambridge Project or an alternative project agreed to by the parties, and 
which, in either case, utilizes the MPS Equipment, then this agreement shall terminate upon the 
effective date of such agreement, otherwise the following provisions shall apply: 



page2 

1. If the OPA determines, acting reasonably, that TCE and the OPA will not be able to 
reach an agreement on the terms of a binding peaking generation agreement for the 
Cambridge Project or an alternative project agreed to by the parties by September 1, 
2011, then the OPA may direct TCE to terminate the ESA on 10 days notice to TCE in 
which case TCE shall terminate the ESA. TCE shall not terminate the ESA prior to 
September 1, 2011 without the prior written direction of the OPA. 

2. In the event that the OPA directs TCE to terminate the ESA in accordance with section 1 
then the OPA hereby agrees to indemnify and hold harmless TCE from and against all 
claims, liabilities, costs and expenses suffered or incurred by TCE as a result of the 
termination of the ESA, including reimbursement of all amounts paid by TCE to MPS to 
the date of termination and any termination payment payable thereunder. 

3. If prior to September 1, 2011, TCE and the OPA have not entered into a binding peaking 
generation agreement in respect of the Cambridge Project or an alternative project 
agreed to by the Parties which, in either case, utilizes the MPS Equipment and the OPA 
does not direct TCE to terminate the ESA on or before September 1, 2011, then: 

(i) on or before October 1, 2011 the OPA shall pay to TCE the total amount 
of all payments that have been paid or are payable by TCE to MPS under 
the ESA up to and including September 1, 2011; 

(ii) the OPA shall reimburse TCE for all payments made by TCE to MPS 
under the ESA after September 1, 2011 within 30 days of a request for 
reimbursement by TCE to the OPA; 

(iii) if TCE has not sold the MPS Equipment to a third party or put the MPS 
Equipment to a TCE Use as defined in (v) below, then TCE shall arrange 
for suitable storage and maintenance of same; 

{iv) the OPA shall reimburse TCE for all costs incurred by TCE in connection 
with the storage and maintenance of the MPS Equipment including 
without limitation all transportation costs, insurance costs and storage and 
maintenance costs within 30 days of a request for reimbursement by TCE 
to the OPA; and 

(v) TCE shall use commercially reasonable efforts to re-sell the MPS 
Equipment to a third party or to use the MPS Equipment in another power 
generation project developed by TCE (a "TCE Use") and in such event 
TCE shall pay to the OPA the net proceeds received by TCE upon such 
resale or the fair market value of the MPS Equipment at the time of such 
TCE Use whichever is the case, less in each case, all costs incurred by 
TCE to implement such resale or TCE Use not previously reimbursed by 
the OPA to TCE. 

4. General. 

(a) This agreement and its application and interpretation will be governed exclusively 
by the laws of the Province of Ontario and the federal laws of Canada applicable 
therein regardless of the laws that might otherwise govern under applicable 
conflict of law principles; · 
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(b) The parties' relationship to each other in the performance of this agreement is 
that of independent contractors. Nothing contained in this agreement is intended 
to place the parties in the relationship of partners, joint venturers, principal-agent, 
or employer-employee, and neither party shall have any right to obligate or bind 
the other party in any manner whatsoever; and 

(c) This agreement may be executed simultaneously in two or more counterparts, 
each of which shall be deemed an original, but all of which together shall 
constitute one and the same instrument. Delivery of executed counterparts 
hereof may be made electronically. 

(d) The parties acknowledge that this agreement is subject to the terms of the 
Confidentiality Agreement between the parties dated as of October 8, 2010. 

(e) Neither party will assign this agreement without the prior written consent of the 
other party._ 

Please confirm your agreement with the foregoing by signing and returning the enclosed copy of 
this letter. 

Yours very truly, 

TransCanada Energy Ltd. 

Per: 

Per: 

Name: • 
Title: • 

Name: • 
Title: • 

Agreed to this ___ day of December, 2010. 

ONTARIO POWER AUTHORITY 

Per: 

Per: 

----~----~--------------

Name: • 
Title: • 

--------------------------
Name: • 
Title: • 



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

Attention: • 

Dear Sirs: 

Re: Cambridge Generation Project 

Draft: December 8, 2010 

[TCE Letterhead] 

WITH PREJUDICE 

This letter ("MOU") sets forth the understanding between TransCanada Energy Ltd. ("TCE") and 
the Ontario Power Authority ("OPA") regarding ttie development of a simple cycle natural gas
fired power generation project in Cambridge, Ontario having an approximate season 3 degraded 
capacity of 450MW (the "Cambridge Project") and entering into a peaking generation 
agreement with respect thereto (collectively, the "Transaction"). 

1. Background. TCE was notified by the OPA that it was the selected proponent under 
the Southwest GTA Request for Proposals procurement process on September 30, 
2009. TCE executed the Southwest GTA Clean Energy Supply (CES) Contract (the 
'Contract") with the OPA on October 9, 2009. 

TCE entered into contracts for equipment, engineering, construction management and 
acquisition of land, and expended funds to develop the Facility (as defined in the 
Contract). 

On October 7, 2010 TCE received a letter from Colin Andersen of the OPA Re; 
Southwest GTA Clean Energy Supply Contract (the "Contracf') between TransCanada 
Energy Ltd. and the OPA dated October 9, 2009, (the "Oakville Termination Letter'') 
which stated that the OPA will not proceed with the Contract, and directed TCE to cease 
all further work and activities in connection with the Facility other than anything that may 
be reasonably necessary in the circumstances to bring such work to a conclusion. 

TCE has endeavored to cease activities in accordance with the direction and has made 
significant progress since October 7, 2010 in this regard. 

In accordance with the Oakville Termination Letter, TCE and the OPA have been 
working cooperatively to identify other generation projects that meet Ontario's electricity 
system needs as identified in Ontario's Long Term Energy Plan and the IESO's 18-
Month Outlook Update (December 3, 201 0) and the extent that such projects may 
compensate TCE for its damages arising from the OPA's refusal to proceed with the 
Contract. TCE and the OPA have identified the Cambridge Project as a potential project 
for such purposes. It is anticipated that the Cambridge Project will use the gas turbines 
sourced under an equipment supply agreement originally entered into by TCE and MPS 
Canada, Inc. with respect to the Facility and the parties have entered into a Gas Turbine 
Indemnity Agreement dated December •. 2010 relating thereto. 
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If the parties determine that the Cambridge Project is not feasible they will attempt to 
agree on an alternative project. 

2. Project Development. TCE shall proceed forthwith with the development of the 
Cambridge Project with the objective of achieving commercial operation by 
December 31, 2014. TCE will fund all such development costs associated with the 
Cambridge Project. TCE shall provide the OPA with timely updates on the progress of 
development and the cost expended on the Cambridge Project. The OPA shall provide 
all assistance as reasonably requested by TCE including acting as liaison with various 
levels of government and other stakeholders. 

3. Good Faith Negotiations. Following the execution of this letter, the parties hereto 
agree to work together in good faith to negotiate the definitive form of a peaking 
generation agreement (the "Definitive Agreemenf') in respect of the Cambridge 
Project, or an alternative project agreed to by the parties, based on the form of the 
Northern York Region Peaking Generation Contract except that the "NRR" thereunder 
shall include all g·as management and distribution costs, which agreement shall be 
satisfactory to TCE and the OPA in their sole discretion. The pricing under the Definitive 
Agreement shall be designed to allow TCE to recover all costs incurred by TCE with 
respect to the Facility as well as TCE's anticipated financial value of the Contract and 
the Project Development Costs (as defined below). The target dale for completion of 
such negotiations shall be June 30, 2011. 

4. Transaction Expenses. The OPA acknowledges that TCE will devote substantial time 
and incur internal and external expenses in connection with conducting business, 
financial and legal due diligence investigations in connection with the Transaction, 
drafting and negotiating this MOU and the Definitive Agreement, designing and 
engineering the Cambridge Project, or an alternative project agreed to by the parties, 
advancing the permitting and approvals with respect thereto and other related matters 
(collectively, "Project Development Costs"). To induce TCE to incur the Project 
Development Costs, the OPA agrees that if TCE and the OPA do not enter into the 
Definitive Agreement prior to September 1, 2011, then the OPA shall reimburse TCE for 
all of the Project Development Costs and shall compensate TCE for all of its reasonable 
damages arising from the OPA's refusal to proceed with the Contract, including the 
anticipated financial value of the Contract. 

5. Legal Effect. The parties hereto acknowledge that sections 3, 4, 5 and 7 of this MOU 
constitute a legally binding agreement regarding the matters contemplated herein. Each 
party hereby represents and warrants to the other that such party has full power and 
authority to exe~ute and deliver this MOU, and that the execution and delivery of this 
MOU by such party has been authorized by all requisite corporate acticin on the part of 
such party. The remaining provisions of this MOU do not create any legally binding 
obligations. 

6. Exclusivity. The parties agree to work exclusively with each other with respect to the 
Transaction until such time as the Definitive Agreement is executed or September 1, 
2011, whichever is earlier. 
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7. General. 

(a) This MOU and its application and interpretation will be governed exclusively by 
the laws of the Province. of Ontario and the federal laws of Canada applicable 
therein regardless of the laws that might otherwise govern under applicable 
conflict of law principles; · 

(b) The parties' relationship to each other in the performance of this MOU is that of 
independent contractors. Nothing contained in this MOU is intended to place the 
parties in the relationship of partners, joint venturers, principal-agent, or 
employer-employee, and neither party shall have any right to obligate or bind the 
other party in any manner whatsoever; and 

(c) This MOU may be executed simultaneously in two or more counterparts, each of 
which shall be deemed an original, but all of which together shall constitute one 
and the same instrument Delivery of executed counterparts hereof may be 
made electronically. 

(d) The parties acknowledge that this MOU is subject to the terms of the 
Confidentiality Agreement between the parties dated as of October 8, 2010. 

(e) Neither party will assign this agreement without the prior written consent of the 
other party. 

If the foregoing correctly sets forth our mutual understanding and intentions, please sign the 
enclosed counterpart originals of this MOU and return one of the counterparts to the attention of 
the undersigned on or before December •, 201 0. Provided that this letter is executed by all 
parties by such date, this MOU shall become effective as of such date of acceptance otherwise 
it will be null and void. 

Yours very truly, 

TRANSCANADA ENERGY LTD. 

Per: 

Per: 

Name: • 
Title: • 

Name: • 
Title: • 
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ACCEPTED AND AGREED to this ___ day of •, 2010. 

ONTARIO POWER AUTHORITY 

Per: 

Per: 

Name: • 
Title: • 

Name: • 
Title: • 



Aleksandar Kojic 

From: Susan Kennedy 
Sent: December 15, 2010 4:36PM 
To: 
Subject: 

Michael Killeavy; JoAnne Butler; Michael Lyle 
RE: Revised Draft Directive 

Attachments: BL_KWC Directive_v3-2.docx 

Revised per below suggestion. 

Susan H. Kennedy 
Director, Corporate/Commercial Law Group 

From: Michael Killeavy 
Sent: December 15, 2010 4:07 PM 
To: Susan Kennedy; JoAnne Butler; Michael Lyle 
Subject: RE: Revised Draft Directive 

Could we put an "out" option in the Directive that states that if we can't negotiate an agreement with TCE that is in the 
best interests of the ratepayer, we don't need to conclude an agreement at any cost? I know that this might be tough 
considering that we need to build in sunk costs for OGC plus the financial value of the OGS contract, but I am concerned 
that this Directive ties our hands. The later we actually get the directive, the less the risk is, I suppose. 

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 
416-5209788 (CELL) 
416-967-1947 (FAX) 

From: Susan Kennedy 
Sent: December 15, 2010 3:51 PM 
To: JoAnne Butler; Michael Lyle; Michael Killeavy 
Subject: RE: Revised Draft Directive 

Sorry. Attached this time. BL and clean. 

Susan H. Kennedy 
Director, Corporate/Commercial Law Group 

From: JoAnne Butler 
Sent: December 15, 2010 3:48 PM 
To: Susan Kennedy; Michael Lyle; Michael Killeavy 
Subject: RE: Revised Draft Directive 

Nothing attached ... 

JoAnne C. Butler 
Vice President. Electricity Resources 

1 



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, 15 de Diciembre de 2010 03:48 p.m. 
To: Michael Lyle; Michael Killeavy 
Cc: JoAnne Butler 
Subject: Revised Draft Directive 

Attached. Incorporating Mike's comments. Ideally, I'd like to get the draft to the Ministry today, or tomorrow noon (at the 
latest). 

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 

2 
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December •, 2010 

Mr. Colin Anderson 
Chief Executive Officer 
Ontario Power Authority 
Suite 1600 
120 Adelaide Street West 
Toronto, ON MSH 1 Tl 

Dear Mr. Anderson, 
;~- (t~~-
·-~ ::./-," ;y;~;;-. 3'1f« -~{,,, 
-.:.~~~ ·-;z,~~::;}i? 

Re: Kitchener-Waterloo-Cambridge Area New Snpply ~/?~ '''!:!:\;, 

I write io connection with my authority as the Mioister of Ener~io, ord&i1to_. ;~ercise the 
//~1:~ "% ~ /:?:'" 

statutory power of ministerial direction that I have in respec)i~f t!ili':q~ta:tj,g Pbwef Authority (the 
"OP A") under section 25.32 of the Electricity Act, 1998 (the "Act"). '!~~, '"<0" 

/, 7.-;- -~ ;;. 

Kitchener-Waterloo-Cambridge Area New Supply '%-~;,,;,~"'' .,~'< >::~~ 
It its Long Term Energy Plan, the Governrrfent idifitffieJ~he continued need for a peaking . . . .-;-. -~ ~-- -~. 
natural gas-fired plant m the Kitchener-WJ~terloo;,~8lJ!bndg~ area (the "KWC Area") where 

• . . ~4;/.$ . %'0;- %/ 0 "' 
demand 1s growmg at more than twice the proy1~;aal f!!t~·~W;/ 

// 1";;: ··~--/~-c/?., :':?;: •/,;:. 

The Ministry has determioed that it is p~~;;'~·i!Rdil~s~s;ary to build a sioiple cycle natural gas
fired power plant that has a nameplate_.,caplicity Jtapproxioiately 450MW for deployment in the 

~/.?.-. ?;.:~;' '''1:··· "''1;•., ,, 
KWC Area by [the spring of 2014].(tbe{'KWGProject"). 

~Y'~. ·'{;--_-!$!' • . 
>:}".-;?·%· ·%· fo. /.•, zy"''//..:;;:;- ··:::--, -A"?: 

Southwest Greater Toronto Area Suppl¥1(:/ZJ-' 
~% -{10 •/1%- '%;~/-

On August 18, 200S:~~ fd~&,rJiirister of Energy, the Honourable George Smitherman, 
directed (the "SWQJA,Dit~~tive~'") the OPA to ioitiate a competitive procurement process for a 
combined-cycle na"tur;i'-'gas:"fired electricity generation facility with a rated capacity of up to 

"(%:.- ·<j· 

approxjmatel:Y;85Q}1\Y,Jot'deployment io the southwest Greater Toronto Area (the "SWGTA 
P :-f:f.J&.:-.--. w) ~::::. -.(~~--rocurement ·.- . -:;;;.._ 

·r1k. · -?~~:i::?,--Af} . 
On Oc{ober 9, 2009, the OPA concluded the SWGTA Procurement and signed a contract (the 

·-G. -::, 
"the SWGT;,}/J'iontract") with TransCanada Energy Ltd. ("TransCanada") to design, build and 
operate a 900MW generating station io Oakville (the "Oakville Generating Station") over a 20 
year term. 

On October 7, 2010, I announced (i) that the Oakville Generatiog Station would not proceed as 
changes in demand and supply have made the Oakville Generatiog station no longer necessary 
and, (ii) that a transmission solution will be implemented to maintain reliable supply in the 
southwest Greater Toronto Area. 
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Procurement ofKitchener-Waterloo-Cambridge Area New Supply 

In light of the foregoing, members of the Ministry of Energy staff have concluded that it is 
prudent to negotiate a project with TransCanada to replace its Oakville Generating Station 
project and meet the KWC Area supply requirement [by spring of 2014]. Ministry of Energy 
staff members have had discussions with TransCanada regarding such a project. 

Direction 

I dir th OPA d 'th . . 'th T C da 1 d tli$<K~';&P. . 'th ect e to procee WI negotiations WI rans ana re ate to .~ '·!'<11', roJect WI 

a view to: -~ ., 
/: ~ -~zy$ 

fif2~ ~- w 
a) negotiating and executing an implementation agreement whiclY W'8'uld, '0arnong other 

..§1 ·.-:. j¥''0,, "%' 
things, provide that the OPA indemnifY TransCanada pendingf{he cqp:~pletion of a final 

0 • ~h • ·-%. . ~----~---/ • 
contract With respect to certam costs that TransCanada mustimcu; 1f an"myservJce date of 

~ //~ -·~ 
the [spring of2014) is to be met; ~ ~ ~ 
•.•• tp/. ~- ~r 

b) concludmg and executmg a definitive contracL,,With TransCanada by [June 30, 2011], 
% • ., . .1$ 

which will address the reliability needs described'tiqpve. ~%{P 
#1% % 

In · · thi · · · · d tli'*' thfffo:..'"':g"+· '1t-l-, .. h d c·) bl negotiatmg s contract, 1t 1s antiCipate at e lt;WI E) ave regar to 1 a reasona e «: ?fi % >"/ 

balancing of risk and reward for TCE, and (ii) the g-osts eas6¥iably incurred by TCE with respect 
• • . :,ff% • -~0 ~::;.:if 

to the Oakville Generating Station and the finanCial vhlue ·of the SWGTA Contract to assess the 
appropriate economic value of the KWC)fffi)ect~c .. "'It;;i~/i{J'fther expected that the contract provide 

·-'*'~ -~ ~---

for an in service date of no l~~~r than~~:~in~;f11!44J. 

For greater clarity, the OPA"~fs,ndLrefUire:l<by this direction to enter into a contract with 
T C d if .. "bl ~-h·~ .. g; 'hT C d th 'fvth rans ana a 1t 1s •. una e to reac agreement Wit rans ana a on terms at satis e 

W/ ~ -~ ... 
requirements of this airection. ~- ~ 

-~ ''0.[:-~> __ -~;;~ y . 

I further direct that the SWGT ~Directive is hereby revoked. 
~%;,. '"'%. '•/./ 

:;~ ~~-- ''%.). 
• ~ v . 

. -0.% •(;\ ;;;;-, 
_{~.:0: ~-0/ '4-

• --::r:::~- . ~- ·:f$;~--- --:~ • • • 
This(drrectJVt';',Jlhall be effective and bmdmg as of the date hereof. 

% ~ ·r'i. 
?::- ~- m. 
%:. ·~~ 
~-- ~---

'%-- ~ ;%?1:zfif! 

Brad Duguid 
Minister of Energy 



Aleksandar Kojic 

From: 
Sent: 
To: 

Michael Killeavy 
December 16, 2010 4:41 PM 
Susan Kennedy 

Cc: 
Subject: 

JoAnne Butler; Deborah Langelaan 
TCE Matter .... 

Susan, 

Here is the plan. 

We (Rocco, Paul and I) are drafting a "reliance letter" that we plan to take to the TCE 
meeting tomorrow. It will necessarily be very "weasely", but we feel that TCE is jamming us. 
We still don't have MPS sign-off on the changes to the confidentiality undertaking, so we 
still haven't seen the Equipment Supply Agreement ("ESA"). Any reliance letter will need to 
address this risk. We plan to draft it such that it is valid only for a month. By that time 
we ought to have seen the ESA and determined whether or not we were fully informed about the 
substance of the agreement. 

·If we don't provide something like this tomorrow our fear is that we might be forced into 
signing the Indemnity Agreement by others who don't know of the risks in doing that. Tuesday 
is the deadline for informing MPS about whether the agreement continues or is cancelled. 

We'll send you a draft of the letter as soon as we can. 

Michael 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
120 Adelaide St. West, Suite 1600 
Toronto, Ontacio, MSH 1T1 
416-969-6288 (office) 
416-969-6071 (fax) 
416-520-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 

1 



Aleksandar Kojic 

From: JoAnne Butler 
Sent: December21, 2010 8:45PM 
To: Michael Killeavy; 'rsebastiano@osler.com'; 'Pivanoff@osler.com'; 'ESmith@osler.com'; 

Deborah Langelaan 
Cc: Ben Chin 
Subject: Re: TCE Matter- Finalization of the Reliance Letter ..... . 

Well done, everyone! 

JCB 

From: Michael Killeavy 
Sent: Tuesday, December 21, 2010 07:35 PM 
To: RSebastiano@osler.com <RSebastiano@osler.com>; Ivanoff, Paul <Plvanoff@osler.com>; Smith, Elliot 
<ESmith@osler:com>; Deborah Langelaan 
Cc: JoAnne Butler; Ben Chin 
Subject: TCE Matter - Finalization of the Reliance Letter ...... 

Everyone, 

Thank you very much for your extra effort this evening. It is indeed a good sign that Osler's discussions with McCarthy's 
resulted in TCE accepting our final drafting of the reliance letter a few minutes ago. Colin Anderson has signed the 
letter and I have sent it to TCE. 

Michael 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
120 Adelaide Street West, Suite 1600 
Toronto, Ontario 
M5H 1T1 
416-969-6288 
416-5209788 {CELL) 
416-967-1947 {FAX) 

1 





Aleksandar Kojic 

From: Susan Kennedy 
Sent: December 23, 2010 4:04 PM 
To: 
Subject: 

Michael Lyle; Michael Killeavy; JoAnne Butler 
FW: Revised direction 

Attachments: KWC TransCanada Direction.20 12 2010.docx; KWC TransCanada Direction.20 12 
2010.cln.docx 

Follow Up Flag: 
Flag Status: 

Follow up 
Flagged 

Privileged and Confidential !Solicitor and Client Privilege) 

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

Please see attached and below. 

From my perspective, we can probably live with most of the proposed changes; however, the revision which removes the 
reference/instruction .to the OPA to take into account the "financial value of the SWGTA Contract to assess the 
appropriate economic value of the KWC Project" seem problematic. Absent a direction to do so, I'm not sure how we 
could justify taking that into account in pricing the Cambridge contract. 

In addition, I'm a bit worried about the removal of the "In light of the foregoing ... " paragraph as it makes it somewhat 
more difficult to justify essentially entering into the Cambridge plant agreement in settlement of the Oakville cancellation 
(and any business decisions that are informed by the fact that the Cambridge Plant is supposed to be, in part, in 
settlement of the Oakville cancellation). 

All input greatly appreciated. 

Susan H. Kennedy 
Director, Corporate/Commercial Law Group 

From: calwell, Carolyn (ME!) [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 
NDeputy Director 
Ministry of Energy- Legal Services Branch 
Ministry of the Attorney General 
416.212.5409 

1 



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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December •, 2010 

Mr. Colin Anderson 
Chief Executive Officer 

Ontario Power Authority 
Suite 1600 

120 Adelaide Street West 

Toronto, ON M5H 1 T1 

Dear Mr. Anderson, 

Re: Kitchener-Waterloo-Cambridge Area New Supply 
~--- '.· A/:>. 

I write in connection with my authority as the Minister o(Energ)(in ofde;~)o exercise the 
/?(:://,;/,,, -:-;_:- ~//_.,//; 

statutory power of ministerial direction that I have in respect'Ofth((Ontilrip POWer Authority (the ··:> --:;_ ··.y._ 
"OPA") under section 25.32 of the Electricity Act, 19fi8 (the "A9t"). ' 

··> ·-·.:, 
BackgroundK:itefteaer V.'aterlee Cam13riEige Area 'Nev.- SH~J-:11'1 ''\<:xff· 

/: ;.-;:/.'/;/• •/'>- •• 
The 2007 proposed Integrated Power System'-Plan forecast ileed for an addtttonal gas plant in 

Kitchener-Waterloo-Cambridge (the "KWC Area"). illt -.durtis Long Term Energy Plan, the 

Government identified the continued need fo{ itpeaking·nafural gas-fired plant in the Kiteflener 

'NateFlee Caml9ri6ge area (the ~KWC Areag _Wher~ ci~Inand is growing at more than twice the 
'' -' -->~/ 

provincial rate. ·::-:,_ ,-.;: __ .. >. \. :::-;/_ ·>:::'<· 

The Ministry has determined th.~t itls;-phid~nt-and necessary to build a simple cycle natural gas-
""·-·.%. ;;._ '-'• • • 

fired power plant th~t }Ias a n,amepl~te ·e:ap_<;tchty of approximately 450MW for deployment m the ,;-; - -:/ __ ,_ '"•/ 

KWC Area by [the spring of2014] (the "KWC Project"). 
-;. .. /- ·:;;/, ------ ·;._---

SeHthwest Grea-ter ~~rerit~ ::;\rea ·g~~~ly 
On PMgest 1~, ·2BQ8, th~ -.furmer Minister ef Energ]·, the Ileaeerable Geerge Smithermaa, 

Eiire~teEi (the_:"S\vdfA DifeetiYe") the OP:l\: te initia-te a eempetitive preeeremeRt preeess fer a 

eem~i~~Ei e#ele ntittH'ai ·gas f.ireEi eleetrieity geaeratiea fueility with a ra-teei eapaeity ef ttf, te 
app~:~dma-tetY-::·gsg~{w Fer Eiepleymeat in the seeth·Nest Grea-ter Tereate Area (the "SJ,VGTA 
Pr~e~iemeat")_':;- - -

-. ·_:;_-;-•:({ -

Oa Oetel9er 9, 2QQ9, Pursuant to a direction dated August 18. 2008 (the "2008 Direction"). the 

OP A eeaeleeieei orocured the SV/GT:P .. PFeeeremeHt aael sigaeEi a eeRtraet (the "the S'\VGL'\ 
CeHtraet") ·Nitflfrom TransCanada Energy Ltd. ("TransCanada") te the design, construction l.7HHEJ 
and operation ofe a 900MW natural gas generating station in Oakville (the "Oakville Generating 
Station") ever a 2Q year term. 

On October 7, 2010, I announced fit-that the Oakville Generating Station would not proceed as 

changes in demand and supply have made the Oakville Generating station no longer necessary 



LEGAL ADVICE- PRIVILEGED AND CONFIDENTIAL- NOT FOR CIRCULATION 

anel. (ii) that a tfB:fiSftlissien selutien will 13e im13lemeateel te maintaia relia-131e Sllflply ia the 
sel:ltffNest Greater TeFente Area. 

Preearemeat efKitefteaer Waterlee Cam13rielge Area New StiEBly 

In light ef the feregeing, memt'leFS ef the Miaistf}· ef Energy s-ta-ff Hw1e eenela6eel tB:at it is 
prtuleet te negetiate a f'FBjeet di~ TfaasCanaela te reJ3laee its Oal:cville Geeemting Statiea 
f.IFajeet and meet the l<:VI'C Area sHpply FBEJ:Hil'ement {by spri&g ef2014]. Ministzy sf Energy 
staff mem13ers ka.;·e Hael diseHssieas with TmsCanaEia Fegareling sueR a prej~et?~ 

/f;:-1;-@ ' ~;::'~:::: 
Direction ~ ~t;- --A 

~ ~$ ~- % ~/ 
Therefore ursuant m authori under subsection 25.32 4 of the i !eCffici ::-1'-J4ct 1998 I ------1 Formatted: Font: Italic 

direct the OPA to proceed with negotiations with TransCana~~relatelgto -th~K.WC-P~~j-~t-~ith·-
. ~~ --/~ ~@ 

a vtew to: ~ ~%;; ~ 
~ ~~ 

a) negotiating and executing an implementatiO"n. agreenfent wlifch ~ould, among other 
~ ·~0 $, 

things, provide that the OP A indemnify TransC.tnada perldingffhe completion of a final 
"'01 -~~ 

contract with respect to certain costs that Trari5(3an~da must incur if an in service date of 
-~ ~ -~ ''1'% 

the [spring of2014] is to be met; 0 :-: ~ -~~ . ~ // ~/. 
b) concluding and executing a definitiV~Jcorltract~with~TransCanada by I June 30, 2011], 

1'-71; ''-'"~,., '"17,0' 
which will address the reliability needs 1lescri0ed above. 

:;]7"% ""I} ''~· ;';.x·--% -~~ 
In negotiating this contract, it is anticiPfted tliat ~~OPA will have regard to (i) a reasonable 

ff-{0 -~-0: -~ 

balanc~ffig of risk and rew.frP for;rriffscclli:ada:tGE, and (ii) the costs reasonably incurred by 
't: '%- ..-:;.' '&: 

TCE with respect to the O~lle GetferatiniStation aael the f.inaasiat vah:le ef the S'\1/GT:t\: 
...-;~. fZY.//4% -:--0.;-,_, .# ' . . 

CaHtFaet te assess ~e ~fJFeJ3Flatev,.-e.;eeae&ue valee ef the KV/C Pr9jeet. It _IS further expected 
that the contract pro~it!~~6f1m~liJ,;se*Ce date of no later than [spring of2014]. 

%A '% ~~ . ~ ~ W/ 
As with all electricity 8enerat'i"On projects procured by the OPA. the KWC Project shall be 
required to unditffo JL I~ciiL municipal and environmental approvals to ensure it meets or 
exceeds reguliiff:d ;ffinda;fk including those for air qualitv. noise. odour and vibration. 

fjfo· ~ "<f~ ''?~. 
For~reater 6't~rity,§the OPA is not required by this direction to enter into a contract with 

'0. "0·..-:d:f 
TransCanada if -rtr.;s unable to reach agreement with TransCanada on terms that satisfy the 

'% %• 

requirerri'en.wd;~fthis direction. 

I further direct that the S',VGTA 2008 Direction:sre is hereby revoked. 

This direction¥e shall be effective and binding as of the date hereof. 
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Brad Duguid 
Minister of Energy 
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December •, 2010 

Mr. Colin Anderson 
Chief Executive Officer 
Ontario Power Authority 
Suite 1600 

120 Adelaide Street West 
Toronto, ON M5H 1 T1 

!f?!- ~%1&-

Dear Mr. Anderson, '\i;~J.t'"~"'%:1~~. ' 

Re: Kitchener-Waterloo-Cambridge Area New Supply ,;t:J':o:;;, ''!'~4. '1'7:1 
tt· --~~ -~(-,_ 

I write in connection with my authority as the Minister of Energyffu. ord'ei'to. ;fercise the 
0[£( ~ '0 fi'/ 

statutory power of ministerial direction that I have in respectiffili8'oni'ifrio Pdwef' Authority (the 
''%, '''?Z% --~."';%: 

"OPA") under section 25.32 of the Electricity Act, 1998 (the "1\.<;t"). ·11;.. '~h 
1~.7;: ""-::{~;;._ "~- .y 

-~. <::~ ~ 
Background '/1~:z. ;;kz,, .(?f 

'·i;--~ "·~:?' . 
.%"~ ~0 

The 2007 proposed Integrated Power System ?!!Jan fortfcast !'feed for an additional gas plant in 
• • /, "'?,. _P/~i- ,_ --~-

Kitchener-Waterloo-Cambndge (the "KW~ t"eil'.:d· Gin ~11r Long Term Energy Plan, the 
Government identified the continued need fo(~ea!dllg iiaufr'al gas-fired plant in the KWC Area 
where demand is growing at more than twj,9e .. !Jl-~1prpvir{tial rate. 

-:;-,~: '•%;; -;::%:,:0 
<7-5: % W/-·-

The Ministry has determineq,)hat i(,~~;pWi["l:l} rui'd,p.ecessary to build a simple cycle natural gas
fired power plant that has a riilrn.epltlte c$acicy~of approximately 450MW for deployment in the 

'<'0,. '?,..)4i' .. / 

KWC Area by [the sP..rigg of~014]4~lli«,;:§p'o/C Project"). 
itt / ~. '·%;; . '· • 

. .0, -:'.Yz i;:-.;_ ~> • 
Pursuant to a directH1Jl,dateq,August~18, 2008 (the "2008 Directwn"), the OPA procured from 

;<)? -::;.,, "0."--;//.1-
TransCanada Energy L\d;,("TfapsCariada") the design, construction and operation of a 900MW 

/-;~. "''//, '0.· 
natural gas generating\statio!l in'Oakville (the "Oakville Generating Station"). On October 7, '•/0 0;:. ·-:;,, 
2010, I announced that the •. OakVille Generating Station would not proceed as changes in demand 

:f:t::::?:x~>- '"'?%_. ""/,_;:. • • • 
and supp_ly h~ve in!!\:le't!J.e Oakville Generatmg statwn no longer necessary. fff -~&. \%,, ·:::;;: 

% .· ., 

Dire~i?n '~!:~~:~?:t;~J;If' 
'%~/_, ~/. 

Therefore'fmurstiant to my authority under subsection 25.32(4) of the Electricity Act, 1998, I 
.;;;~;-/· . ' 

direct the OP A 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 fmal 
contract with respect to certain costs that TransCanada must incur if an in service date of 
the (spring of2014] is to be met; 
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b) concluding and executing a definitive contract with TransCanada by [June 30, 2011], 
which will address the reliability needs described above. 

In negotiating this contract, it is anticipated that the OP A will have regard to (i) a reasonable 
balance of risk and reward for TransCanada, and (ii) the costs reasonably incurred by 
TransCanada with respect to the Oakville Generating Station. It is further expected that the 
contract provide for an in service date of no later than (spring of2014]. 

l 
Brad Duguid 
Minister of Energy 



Aleksandar Kojic 

From: Michael Killeavy 
Sent: December 23, 2010 4:08 PM 
To: 
Subject: 

Susan Kennedy; Michael Lyle; JoAnne Butler 
RE: Revised direction 

As we discussed I agree that we'd need the "financial value ofthe SWGTA Contract" mentioned, otherwise I'd be loath 
to include recovery ofthis in any negotiated contract for a replacement facility. 

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 
416-5209788 (CELL) 
416-967-1947 (FAX) 

From: Susan Kennedy 
Sent: December 23, 2010 4:04 PM 
To: Michael Lyle; Michael Killeavy; JoAnne Butler 
Subject: PN: Revised direction 

Privileged and Confidential (Solicitor and Client Privilege) 

Tlzis email contains privileged legal advice and should not be forwarded to parties outside ofOPA. Please limit internal 
circulation. · 

Please see attached and below. 

From my perspective, we can probably live with most of the proposed changes; however, the revision which removes the 
reference/instruction to the OPA to take into account the "financial value of the SWGTA Contract to assess the 
appropriate economic value of the KWC Project" seem problematic. Absent a direction to do so, I'm not sure how we 
could justify taking that into account in pricing the Cambridge contract. 

In addition, I'm a bit worried about the removal of the "In light of the foregoing ... " paragraph as it makes it somewhat 
more difficult to justify essentially entering into the Cambridge plant agreement in settlement of the Oakville cancellation 
(and any business decisions that are informed by the fact that the Cambridge Plant is supposed to be, in part, in 
settlement of the Oakville cancellation). 

All input greatly appreciated. 

Susan H. Kennedy 
Director, Corporate/Commercial Law Group 

From: calwell, carolyn (MEl) [mailto:carolyn.calwell@ontario.ca] 
.sent: December 23, 2010 3:28PM 
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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! 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 
NDeputy 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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Aleksandar Kojic 

From: Michael Killeavy 
Sent: December 30, 201 0 3:44 PM 
To: Michael Killeavy; 'RSebastiano@osler.com' 
Cc: 'Pivanoff@osler.com'; Susan Kennedy; JoAnne Butler; Deborah Langelaan 
Subjec~: RE: Response to MPS-TCE Draft Letter Agreement 31 Dec 2010- Once More With Feeling 

Importance: High 

Draft #4 incorporating Rocco's latest comments: 

11John, 

We have reviewed the latest proposed draft Jetter agreement between TCE and MPS ("the letter agreement"). We have the following 
comments: 

L The OPA has not agreed with TCE to deploy the Fast Start GTs. We are considering whether to request TCE to obtain from MPS 
a fixed price for these FastStart GTs only. 

2. We don't think it's correct to say that the OPATequested 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. TCE should delete the 
remainder of the sentence following "multiple sites." 

3. I don't think it's correct to say that the OPA has accepted the Budgetary Proposal. It's been sentto TCE by MPS, and not the 
OPA. 

4. The commitment ins. I goes beyond the OPA agreeing to having MPS proceed with fixing the price, as it refers to amending the 
Contract, which is premature since no decision has been made to proceed with these Fast Start GTs. 

5. The drafting of the not-to-exceed 125% price limitation is unclear to us. Firstly, it needs to unequivocally refer to the estimated 
pricing set out in the Budetary Proposal. Secondly, it is not clear what assumptions are being referred to in the last sentence in this s. 
I. Why can't it just say that the 125% price limitation is based on the contents of the Budgetary Techincal Proposal, dated December 
2010, or just delete this sentence in its entirety since it's self-evident that this is what the price is based upon? 

6. Ins. 3 we do not see why the termination payment is increased by amount of the Budgetary Proposal. Until the pricing is fixed 
and a decision on the Fast Start conversion to the GTs is made, MPS will not have incurred any conunitments with regard to the Fast 
Start conversion of the GTs. 

6. Why can't we receive this type of letter agreement directly? We have been sent the two previous ones. 

Deb" 

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

From: Michael Killeavy 
Sent: Thu 12/30/2010 3:35 PM 
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To: 'RSebastiano@osler.com' 
Cc: 'Pivanoff@osler.com'; Susan Kennedy; JoAnne Butler; Deborah Langelaan 
Subject: RE: Response to MPS-TCE Draft Letter Agreement 31 Dec 2010- Once More With Feeling .... 

Here is draft #3 with Paul's comment as new point #2: 

111olm, 

We have reviewed the latest proposed draft letter agreement between TCE and MPS ("the letter agreement"). We have the following 
comments: 

1. The OPA has not agreed with TCE to deploy the Fast Start GTs. We are considering consenting to proceed with the fixed pricing 
for these FastStart GTs only. 

2. We don't think it's correct to say that the 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. TCE should delete the 
remainder of the sentence following "multiple sites. 11 

3. I don't think it's correctto say that the OPA has accepted the Budgetary Proposal. It's been sent to TCE by MPS, and not the 
OPA. 

4. The commitment ins. I goes beyond the OPA agreeing to having MPS proceed with fixing the price, as it refers to amending the 
Contract, which is premature since no decision has been made to proceed with these Fast Start GTs. The drafting ofthe not-to-exceed 
125% price limitation is unclear to us. Firstly, it needs to unequivocally refer to the estimated pricing set out in the Budetary 
Proposal. Secondly, it is not clear what assumptions are being referred to in the last sentence in this s. 1. Why can't it just say that the 
125% price limitation is based on the contents of the Budgetary Techincal Proposal, dated December 2010, or just delete this sentence 
in its entirety since it's self-evident that this is what the price is based upon? 

5. Ins. 3 we do not see why the termination payment is increased by amount of the Budgetary Proposal. Until the pricing is fixed 
and a decision on the Fast Start conversion to the GTs is made, MPS will not have incurred any commitments with regard to the Fast 
Start conversion of the GTs. 

6, Why can't we receive this type of letter agreement directly? We have been sent the two previous ones. 

Deb 11 

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

From: Michael Killeavy 
Sent: Thu 12/30/2010 3:24 PM 
To: 'RSebastiano@osler.com' 
Cc: 'Pivanoff@osler.com'; Susan Kennedy; JoAnne Butler; Deborah Langelaan 
Subject: RE: Response to MPS-TCE Draft Letter Agreement 31 Dec 2010 -Once More With Feeling .... 

·Here is draft #2: 

"John, 

We have reviewed the latest proposed draft letter agreement between TCE and MPS ("the letter agreement"). We have the fOllowing 
comment: 
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I. The OPA has not agreed with TCE to deploy the Fast Start GTs. We are considering consenting to proceed with the fiXed pricing 
for these FastStart GTs only. 

2. I don't think it's correct to say that the OPA has accepted the Budgetary Proposal. It's been sent to TCE by MPS, and not the 
OPA. 

3. The connnitment ins. I goes beyond the OPA agreeing to having MPS proceed with fixing the price, as it refers to amending the 
Contract, which is premature since no decision has been made to proceed with these Fast Start GTs. The drafting ofthe not to exceed 
125% price limitation is unclear to us. Firstly, it needs to unequivocally refer to the estimated pricing set out in the Budetary 
Proposal. Secondly, it is not clear what assumptions are being referred to in the last sentence in this s. I. Why can't it just say that the 
125% price limitation is based on the contents of the Budgetary Techincal Proposal, dated December 2010, or just delete this sentence 
in its entirety since it's self-evident that this is what the price is based upon? 

4. Ius. 3 we do not see why the termination payment is increased by amount ofthe Budgetary Proposal. Until the pricing is fixed 
and a decision on the Fast Start conversion to the GTs is made, MPS will not have incurred anY commitments with regard to the Fast 
Start conversion of the GTs. 

5. Why can't we receive this type of letter agreement directly? We have been sent the two previous ones. 

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. They should delete the words following "multiple sites 

Deb" 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
120 Adelaide St. West, Suite 1600 
Toronto, 'ontario, MSH lTl 
416-969-6288 (office) 
416-969-6071 (fax) 
416-520-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 

From: Michael Killeavy 
Sent: Thu 12/30/2010 2:51 PM 
To: 'RSebastiano@osler.com' 
Cc: 'Plvanoff@osler.com'; Susan Kennedy; JoAnne Butler; Deborah Langelaan 
Subject: Response to MPS-TCE Draft Letter Agreement 31 Dec 2010 .... 

Rocco, 

Based on our review and discussions, here's how we propose to respond to TCE: 

"Jolm, 

We have reviewed the latest proposed draft letter agreement between TCE and MPS ("the letter agreement"). We have the following 
comment: 

I. The OPA has not agreed with TCE to deploy the Fast Start GTs. We are considering consenting to proceed with the fixed pricing 
for these GTs only. 

2. I don't it's correct to say that the OPA has accepted the Budgetary Proposal. It's been to TCE by MPS, and not the OPA. 

3. The commitment ins. I goes beyond the OPA agreeing to having MPS proceed with fixing the price, as it refers to amending the 
Contract, which is premature since no decision has been made to proceed with these GTs. 
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4. Ins. 3 we do not see why the termination payment is increased by amount ofthe Budgetary Proposal. Until the pricing is fixed 
and a decision on the GTs is made, MPS will not have incurred any commitments with regard to the GTs. 

5. Why can't we receive this type of letter agreement directly? We have been sent the two previous ones. 

Deb" 

Do you have any comments on this proposed email? 

Michael 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
120 Adelaide St. West, Suite 1600 
Toronto, Ontario, M5H I T1 
416-969-6288 (office) 
416-969-6071 (fax) 
416-520-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 
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Aleksandar Kojic 

From: 
Sent: 
To: 

JoAnne Butler 
December 30, 2010 4:10 PM 
Michael Killeavy 

Subject: Re: Response to MPS-TCE Draft Letter Agreement 31 Dec 2010- Once More With Feeling 

I think that you have enough quality input from others closer to this than me at this point. If you are comfortable, ok to 
send. 

I am around tomorrow ... 

JCB 

From: Michael Killeavy 
Sent: Thursday, December 30, 2010 03:43 PM 
To: Michael Killeavy; 'RSebastiano@osler.com' <RSebastiano@osler.com> 
Cc: 'Plvanoff@osler.com' <Plvanoff@osler.com>; Susan Kennedy; JoAnne Butler; Deborah Langelaan 
Subject: RE: Response to MPS-TCE Draft Letter Agreement 31 Dec 2010 -Once More With Feeling .... 

Draft #4 incorporating Rocco's latest comments: 

"John, 

We have reviewed the latest proposed draft letter agreement between TCE and MPS ("the letter agreement"). We have the following 
comments: 

1. The OPA has not agreed with TCE to deploy the.Fast Start GTs. We are considering whether to request TCE to obtain from MPS 
a fixed price for these FastStart GTs only. 

2. We don't think it's correct to say that the 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 Tennination Payment. TCE should delete the 
remainder of the sentence following "multiple sites." 

3. I don't think it's correct to say that the OPA has accepted the Budgetary Proposal. It's been sent to TCE by MPS, and not the 
OPA. 

4. The commitment ins. 1 goes beyond the OPA agreeing to having MPS proceed with fixing the price, as it refers to amending the 
Contract, which is premature since no decision has been made to proceed with these Fast Start GTs. 

5. The drafting of the not-to-exceed 125% price limitation is unclear to us. Firstly, it needs to unequivocally refer to the estimated 
pricing set out in the Budetary Proposal. Secondly, it is not clear what assumptions are being referred to in the last sentence in this s. 
1. Wby can't it just say that the 125% price limitation is based on the contents of the Budgetary Techincal Proposal, dated December 
2010, or just delete this sentence in its entirety since it's self-evident that this is what the price is based upon? 

6. Ins. 3 we do not see why the termination payment is increased by amount of the Budgetary Proposal. Until the pricing is fixed 
and a decision on the Fast Start conversion to the GTs is made, MPS will not have incurred any commitments with regard to the Fast 
Start conversion of the GTs. 

6. Why can't we receive this type of letter agreement directly? We have been sent the two previous ones. 

I 



Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
120 Adelaide St. West, Suite 1600 
Toronto, Ontario, MSH lTl 
416-969-6288 {office) 
416-969-6071 {fax) 
416-520-9788 {cell) 
Michael.killeavy@powerauthority.on.ca 

From: Michael Killeavy 
Sent: Thu 12/30/2010 3:35 PM 
To: 'RSebastiano@osler.com' 
Cc: 'Pivanoff@osler.com'; Susan Kennedy; JoAnne Butler; Deborah Langelaan 
Subject: RE: Response to MPS-TCE Draft Letter Agreement 31 Dec 2010 - Once More With Feeling ..•. 

Here i~ draft #3 with Paul's comment as new point #2: 

"John, 

We have reviewed the latest proposed draft letter agreement between TCE and MPS ("the letter agreement"). We have the following 
comments: 

I. The OPA has not agreed with TCE to deploy the Fast Start GTs. We are considering consenting to proceed with the fixed pricing 
for these FastStart GTs only. 

2. We don't think it's correct to say that the 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 Tennination Payment. TCE should delete the 
remainder of the sentence following "multiple sites." 

3. I don't think it's correct to say that the OPA has accepted the Budgetary Proposal. It's been sent to TCE by MPS, and not the 
OPA. 

4. The commitment ins. I goes beyond the OPA agreeing to having MPS proceed with fixing the price, as it refers to amending the 
Contract, which is premature since no decision has been made to proceed with these Fast Start GTs. The drafting of the not-to-exceed 
125% price limitation is unclear to us. Firstly, it needs to unequivocally refer to the estimated pricing set out in the Budetary 
Proposal. Secondly, it is not clear what assumptions are being referred to in the last sentence in this s. I. Why can't it just say that the 
125% price limitation is based on the contents of the Budgetary Techincal Proposal, dated December 2010, or just delete this sentence 
in its entirety since it's self-evident that this is what the price is based upon? 

5. Ins. 3 we do not see why the termination payment is increased by amount of the Budgetary Proposal. Until the pricing is fixed 
and a decision on the Fast Start conversion to the GTs is made, MPS will not have incurred any commitments with regard to the Fast 
Start conversion of the GTs. 

6. Why can't we receive this type of letter agreement directly? We have been sent the two previous ones. 

Deb" 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
.120 Adelaide St. West, Suite 1600 
Toronto, Ontario, MSH lTl 
416-969-6288 {office) 
416-969-6071 {fax) 
416-520-9788 {cell) 
Michael.killeavy@powerauthority.on.ca 
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From: Michael Killeavy 
Sent: Thu 12/30/2010 3:24 PM 
To: 'RSebastiano@osler.com' 
Cc: 'Plvanoff@osler.com'; Susan Kennedy; JoAnne Butler; Deborah Langelaan 
Subject: RE: Response to MPS-TCE Draft Letter Agreement 31 Dec 2010 -Once More With Feeling .... 

Here is draft #2: 

"John, 

We have reviewed the latest proposed draft letter agreement between TCE and MPS ("the letter agreement"). We have the following 
comment: 

I. The OPA has not agreed with TCE to deploy-the Fast Start GTs. We are considering consenting to proceed with the fixed pricing 
for these FastStart GTs only. 

2. I don't think it's correct to say that the OPA has accepted the Budgetary Proposal. It's been sent to TCE by MPS, and not the 
OPA. 

3. The commitment in s. I goes beyond the OP A agreeing to having MPS proceed with fixing the price, as it refers to amending the 
Contract, which is premature since no decision has been made to proceed with these Fast Start GTs. The drafting of the not to exceed 
125% price limitation is unclear to us. Firstly, it needs to unequivocally refer to the estimated pricing set out in the Budetary 
Proposal. Secondly, it is not clear what assumptions are being referred to in the last sentence in this s. 1. Why can't it just say that the 
125% price limitation is based on the contents of the Budgetary Techincal Proposal, dated December 2010, or just delete this sentence 
in its entirety since it's self-evident that this is what the price is based upon? 

4. Ins. 3 we do not see why the termination payment is increased by amount of the Budgetary Proposal. Until the pricing is fixed 
and a decision on the Fast Start conversion to the GTs is made, MPS will not have incurred any commitments with regard to the Fast 
Start conversiori of the GTs. 

5. Why can't we receive this type ofletter agreement directly? We have been sent the two previous ones. 

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. They should delete the words following "multiple sites 

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

From: Michael Killeavy 
Sent: Thu 12/30/2010 2:51 PM 
To: 'RSebastiano@osler.com' 
Cc: 'Plvanoff@osler.com'; Susan Kennedy; JoAnne Butler; Deborah Langelaan 
Subject: Response to MPS-TCE Draft Letter Agreement 31 Dec 2010 .... 

Rocco, 

Based on our review and discussions, here's how we propose to respond to TCE: 
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"John, 

We have reviewed the latest proposed draft letter agreement between TCE and MPS ("the letter agreement"). We have the following 
comment: 

I. The OPA has not agreed with TCE to deploy the Fast Start GTs. We are considering consenting to proceed with the fixed pricing 
for these GTs only. 

2. I don't it's correct to say that the OPA has accepted the Budgetary Proposal. It's been to TCE by MPS, and not the OP A. 

3. The commitment ins. I goes beyond the OPA agreeing to having MPS proceed with fixing the price, as it refers to amending the 
Contract, which is premature since no decision has been made to proceed with these GTs. 

4. In s. 3 we do not see why the termination payment is increased by amount of the Budgetary Proposal. Until the pricing is fixed 
and a decision on the GTs is made, MPS will not have incurred any commitments with regard to the GTs. 

5. Why can't we receive this type of letter agreement directly? We have been sent the two previous ones. 

Deb" 

Do you have any comments on this proposed email? 

Michael 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
120 Adelaide St. West, Suite 1600 
Toronto, Ontario, M5H I Tl 
4 I 6-969-6288 (office) 
416-969-6071 (fax) 
416-520-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 
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Aleksandar Kojic 

From: 
Sent: 
To: 

JoAnne Butler 
December 30, 2010 5:17PM 
Michael Killeavy 

Subject: Re: Response to MPS-TCE Draft Letter Agreement 31 Dec 2010- Once More With Feeling 

Yes, I will dial in ... please send the details ... 

JCB 

From: Michael Killeavy 
Sent: Thursday, December 30, 2010 05:04 PM 
To: JoAnne Butler 
Subject: Re: Response to MPS-TCE Draft Letter Agreement 31 Dec 2010- Once More With Feeling .... 

I'll be briefing Kim (as Colin's delegate) and Mike Lyle tomorrow. We need a decision on whetehr to proceed with pricing 
the fast start or continiue suspension. Do you want to dial into the briefing? 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
120 Adelaide St. West, Suite 1600 
Toronto, Ontario, M5H 1T1 
416-969-6288 (office) 
416-969-6071 (fax) 
416-520-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 

From: Michael Killeavy 
Sent: Thursday, December 30, 2010 04:15 PM 
To: JoAnne Butler 
Subject: RE: Response to MPS-TCE Draft Letter Agreement 31 Dec 2010 -Once More With Feeling .... 

It was sent to you for information. It was sent. I imagine they will be upset, but what they've agreed to with MPS 
doesn't help us. 

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 
416-5209788 (CELL) 
416-967-1947 (FAX) 
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From: JoAnne Butler 
Sent: December 30, 2010 4:10 PM 
To: Michael Killeavy 
Subject: Re: Response to MPS-TCE Draft Letter Agreement 31 Dec 2010- Once More With Feeling .... 

I think that you have enough quality inputfrom others closer to this than me at this point. If you are comfortable, ok to 
send. 

I am around tomorrow ... 

JCB 

From: Michael Killeavy 
Sent: Thursday, December 30, 2010 03:43 PM 
To: Michael Killeavy; 'RSebastiano@osler.com' <RSebastiano@osler.com> 
Cc: 'Plvanoff@osler.com' <Pivanoff@osler.com>; Susan Kennedy; JoAnne Butler; Deborah Langelaan 
Subject: RE: Response to MPS-TCE Draft Letter Agreement 31 Dec 2010 -Once More With Feeling .... 

Draft #4 incorporating Rocco's latest comments: 

"John, 

We have reviewed the latest proposed draft letter agreement between TCE and MPS ("the letter agreement"). We have the following 
comments:· 

I. The OPA has not agreed with TCE to deploy the Fast Start GTs. We are considering whether to request TCE to obtain from MPS 
a fixed price for these FastStart GTs only. 

2. We don't think it's correct to say that the 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. TCE should delete the 
remainder of the senten.ce following "multiple sites." 

3. I don't think it's correct to say that the OPA has accepted the Budgetary Proposal. It's been sent to TCE by MPS, and not the 
OPA. 

4. The commitmentin s. I goes beyond the OPA agreeing to having MPS proceed with fixing the price, as it refers to amending the 
Contract, which is premature since no decision has been made to proceed with these Fast Start GTs. 

5. The drafting of the not-to-exceed 125% price limitation is unclear to us. Firstly, it needs to unequivocally refer to the estimated 
pricing set out in the Budetary Proposal. Secondly, it is not clear what assumptions are being referred to in the last sentence in this s. 
I. Why can't it just say that the 125% price limitation is based on the contents of the Budgetary Techincal Proposal, dated December 
2010, or just delete this sentence in its entirety since it's self-evident that this is what the price is based upon? 

6. Ins. 3 we do not see why the termination payment is increased by amount of the Budgetary Proposal. Until the pricing is fixed 
and a decision on the Fast Start conversion to the GTs is made, MPS will not have incurred any commitments with regard to the Fast 
Start conversion of the GTs. 

6. Why can't we receive this type of letter agreement directly? We have been sent the two previous ones. 

Deb" 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
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Ontario Power Authority 
120 Adelaide St. West, Suite 1600 
Toronto, Ontario, M5H lTl 
416-969-6288 (office) 
416-969-6071 (fax) 
416-520-9788 (cell) 
Michael.killeavy~powerauthority.on.ca 

From: Michael Killeavy 
Sent: Thu 12/30/2010 3:35 PM 
To: 'RSebastiano@osler.com' 
Cc: 'Pivanoff@osler.com'; Susan Kennedy; JoAnne Butler; Deborah Langelaan 
Subject: RE: Response to MPS-TCE Draft Letter Agreement 31 Dec 2010- Once More With Feeling ...• 

Here is draft #3 with Paul's comment as new point #2: 

.. Jolm, 

We have reviewed the latest proposed draft letter agreement between TCE and MPS ("the letter agreement"). We have the following 
comments: 

I. The OPA has not agreed with TCE to deploy the Fast Start GTs. We are considering consenting to proceed with the fixed pricing 
for these FastStart GTs only. 

2. We don't think it's correct to say that the 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. TCE should delete the 
remainder of the sentence following "multiple sites ... 

3. I don't think it's correct to say that the OPA has accepted the Budgetary Proposal. It's been sent to TCE by MPS, and not the 
OPA. 

4. The commitment ins. I goes beyond the OPA agreeing to having MPS proceed with fixing the price, as it refers to amending the 
Contract, which is premature since no decision has been made to proceed with these Fast Start GTs. The drafting of the not-to-exceed 
125% price limitation is unclear to us. Firstly, it needs to unequivocally refer to the estimated pricing set out in the Budetary 
Proposal. Secondly, it is not clear what assumptions are being referred to in the last sentence in this s. 1. Why can't it just say that the 
125% price limitation is based on the contents of the Budgetary Techincal Proposal, dated December2010, or just delete this sentence 
in its entirety since it's self-evident that this is what the price is based upon? 

5. Ins. 3 we do not see why the termination payment is increased by amount of the Budgetary Proposal. Until the pricing is fixed 
and a decision on the Fast Start conversion to the GTs is made, MPS will not have incurred any commitments with regard to the Fast 
Start conversion of the GTs. 

6. Why can't we receive this type ofletter agreement directly? We have been sent the two previous ones. 

Deb" 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
120 Adelaide St. West, Suite 1600 
Toronto, Ontario, MSH lTl 
416-969-6288 (office) 
416-969-6071 (fax) 
416-520-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 
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From: Michael Killeavy . 
Sent: Thu 12/30/2010 3:24PM 
To: 'RSebastiano@osler.com' 
Cc: 'Plvanoff@osler.com'; Susan Kennedy; JoAnne Butler; Deborah Langelaan 
Subject: RE: Response to MPS-TCE Draft Letter Agreement 31 Dec 2010- Once More With Feeling .... 

Here is draft #2: 

"John, 

We have reviewed the latest proposed draft letter agreement between TCE and MPS ("the letter agreement"). We have the following 
comment: 

. I. The OPA has not agreed with TCE to deploy the Fast Start GTs. We are considering consenting to proceed with the fixed pricing 
for these FastStart GTs only. 

2. I don't think it's correct to say that the OPA bas accepted the Budgetary Proposal. It's been sent to TCE by MPS, and not the 
OPA. 

3. The commitment ins. 1 goes beyond the OPA agreeing to having MPS proceed with fixing the price, as it refers to amending the 
Contract, which is prematnre since no decision has been made to proceed with these Fast Start GTs. The drafting of the not to exceed 
125% price limitation is unclear to us. Firstly, it needs to unequivocally refer to the estimated pricing set out in the Budetary 
Proposal. Secondly, it is not clear what assumptions are being referred to in the last sentence in this s. I. Why can't it just say that the 
125% price limitation is based on the contents of the Budgetary Techincal Proposal, dated December 2010, or just delete this sentence 
in its entirety since it's self-evident that this is what the price is based upon? 

4. Ins. 3 we do not see why the termination payment is increased by amount of the Budgetary Proposal. Until the pricing is fixed 
and a decision on the Fast Start conversion to the GTs is made, MPS will not have incurred any commitments with regard to the Fast 
Start conversion of the GTs. 

5. Why can't we receive this type ofletter agreement directly? We have been sent the t:vo previous ones. 

OPA requested Purchaser's cooperation to s.eek a viable alternative site or multiple sites in order to avoid, at this time, paying 
cancellation fees and costs, including Supplier's Termination Payment. They should delete the words following "multiple sites 

Deb" 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Co'ntract Management 
Ontario Power Authority 
120 Adelaide St. West, Suite 1600 
Toronto, Ontario, MSH lTl 
416-969-6288 (office) 
416-969-6071 (fax) 
416-520-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 

From: Michael Killeavy 
Sent: Thu 12/30/2010 2:51 PM 
To: 'RSebastiano@osler.com' 
Cc: 'Plvanoff@osler.com'; Susan Kennedy; JoAnne Butler; Deborah Langelaan 
Subject: Response to MPS-TCE Draft Letter Agreement 31 Dec 2010 .... 

Rocco, 

Based on our review and discussions, here's how we propose to respond to TCE: 
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"John, 

We have reviewed the latest proposed draft letter agreement between TCE and MPS ("the letter agreement"). We have the following 
comment: 

l. The OPA has not agreed with TCE to deploy the Fast Start GTs. We are considering consenting to proceed with the fixed pricing 
for these GTs only. 

2. I don't it's correct to say that the OPA has accepted the Budgetary Proposal. It's been to TCE by MPS, and not the OPA. 

3. The commitment in s. I goes beyond the OP A agreeing to having MPS proceed with fixing the price, as it refers to amending the 
Contract, which is premature since no decision has been made to proceed with these GTs. 

4. In s. 3 we do not see why the termination payment is increased by amount of the Budgetary Proposal. Until the pricing is fixed 
and a decision on the GTs is made, MPS will not have incurred any commitments with regard to the GTs. 

5. Why can't we receive this type of letter agreement directly? We have been sent the two previous ones. 

Deb" 

Do you have any comments on this proposed email? 

Michael 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
120 Adelaide St. West, Suite 1600 
Toronto, Ontario, M5H I Tl 
416-969-6288 (office) 
416-969-6071 (fax) 
416-520-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 
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Aleksandar Kojic 

From: Michael Killeavy 
Sent: 
To: 
Subject: 

December 31, 2010 8:51 AM 
JoAnne Butler; Deborah Langelaan 
RE: Presentation .... 

Attachments: OGS- MPS Turbine Decision 31 Dec 2010 v2.ppt 

Here's a version with slide numbers added for ease of reference. 

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 
416-5209788 (CELL) 
416-967-1947 (FAX) 

From: JoAnne Butler 
Sent: December 31, 2010 8:32AM 
To: Michael Killeavy; Deborah Langelaan 
Subject: Re: Presentation .... 

This is good and recomendations are clear. Subject to anything untoward from Safouh, I agree. Will call in at 9:30AM ... 

JCB 

From: Michael Killeavy 
Sent: Friday, December 31, 2010 08:26AM 
To: Deborah Langelaan; JoAnne Butler 
Subject: Presentation .... 

Here is a draft presentation for today. It may change depending on our discussion with Safouh at 9am. 

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 
416-5209788 (CELL) 
416-967-1947 (FAX) 
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MSOlGAC Fast Start 

Gas Turbine Conversion 

!!!.~~~ 

December 31,2010 

Privileged and Confidential - Prepared in Contemplation of Litigation 



Background 

• OPA is negotiating with TransCanada Energy Ltd. 
("TCE") to develop a replacement plant in Cambridge. 

• It has been determined that the plant will be a peaking 
generation plant with a capacity of 450 MW. 

• The two (2) gas turbines ("GT") purchased and intended 
for the Oakville GS are Mitsubishi Power Systems 
("MPS") M501 GAC machines. These have a start time 
of 43 minutes. We confirmed this by reviewing the start
up curve. 
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Background 

-~---~--------..-------~_,-- -------·------,~ ~-- --~------ --- ~ ------- --- -~ .. --

• The 43 minute start up time is too slow for a peaking 
generation plant, which ideally ought to be within 10 
minutes, but has to be within 30 minutes to qualify for the 
30-minute Operating Reserve ("OR") that the IESO has. 

• It is highly desirable to use the already-purchased GTs in 
order to minimize the cost to the ratepayer. 

• The two (2) M501 GAC GT can be converted to start 
faster, i.e., M501 GAC Fast Start GTs. The faster start 
time is 18 minutes. There is an incremental cost involved 
in doing this. 
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GT Technical Analysis 

-~-~---~-.-------- ---- ------ ----- ---·---

• We have reviewed certain technical information about 
the M501 GAC and M501 GAC Fast Start GT provided by 
TCE and MPS. 

• Our technical expert retained for this file confirms that 
original M501 GAC cannot be de-rated, or otherwise 
modified, to start faster to qualify the GT for 30-minute 
OR. [NTD: Safouh to confirm] 

• Consequently, to re-use the GTs we need to have TCE 
purchase the Fast Start conversion package. 
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Price of Fast Start Conversion 

-.. -~-- --~-~~--,_ ~------~------- -----·--..,.----

• The incremental price for this conversion is estimated at 
$33 million (US). 

• MPS indicated to TCE that the final price will be no more 
than 25%> higher than this estimated price. The wording 
of this not-to-exceed price guarantee from MPS to TCE 
is not the most comforting, as it is somewhat conditional. 

• We will in any event pass this risk on to TCE in the 
commercial negotiations since they believe they have a 
cap on the price. 
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Status of MPS Work Now 

~---7 -~--~- ------ --------- ---- --___,....-- --- -·- -.--

• At this point in time, MPS work on the GTs has been 
suspended by TCE until 31 December 2010. 

• The TCE-MPS Equipment Supply Agreement ("ESA") 
provides for TCE to suspend work, subject to a notice 
period and indemnity for costs associated with the . 
suspension. 

• TCE has indicated that it can continue the suspension 
for an additional period o.f time if requested by the OPA. 
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Status of MPS Work Now 

-----·---~---~ ---------- ·-~-- --------~-- --------- -- ----- ---

• If the suspension is lifted and work is permitted to begin 
again in January 2011, MPS has undertaken to TCE to 
provide the final pricing on the GT fast start conversion 
in February 2011. 

• We have been told by the government that the 
negotiations with TCE for the replacement plant need to 
be completed by March/April 2011. 
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Value of Continued Suspension 

-~ ~-~-~--~~-· ·-~-~ ~ ·-- ~ -- ~- ------ ---- -- -- -

• The reliance letter to TCE that we provided requires us 
to provide TCE with an instruction on whether to proceed 
with fixing the final price for the fast start conversion by 
today, 31 December 2010. 

• There seems to us little value in a further suspension. It 
doesn't improve the OPA bargaining position. 

• We have done the technical analysis we needed to do 
and we don't really need more time. 
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Value of Continued Suspension 

• MPS has made a significant concession by providing a 
. price cap of sorts- it had initially not done so~ at the 
request of the OPA. This helps mitigate the risk of 
runaway costs. 

• We may put the March/April 2011 deadline to finalize 
commercial terms if we suspended further. 

9 ONTARIO,_ 
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Recommendation 

• We recommend that we tell TCE to lift the suspension 
and MPS proceed with fixing the final price for the 
M501 GAC Fast Start conversion. 

• This is not without risk, as MPS could attempt to resile 
from its commitment to a price guarantee of no more 
than 25o/o increase over the price estimate of $33 million, 
i.e., the final price will not be more than 125% of the 
initial price estimate. It could also inflate other prices, 
such as the Long-term Services Agreement ("L TSA") . 
pnce. 
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Recommendation 

....,-~~--~--·-----·--c~~~-~.,-..---~--~-------~---------~------· -----~·~---~· -------~--- ---- ·-- -· - -- --

• Unfortunately we need to have the conversion done to 
re-use the GTs in the proposed peaking plant. 
Cancellation of the GTs now will result in a cancellation 
fee of 75% of the ESA price of $145 million (US), roughly 
$109 million. 

• We need to proceed with finalization of the commercial 
terms with TCE in order to meet the March/April 2011 
government-imposed deadline. 
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Recommendation 

--~-----·-·--~ -- ----~~ -- --- --~-

• We will need to monitor other MPS prices during the 
finalization of the commercial terms to make sure that 
they are not inflated. 
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Aleksandar Kojic 

From: 
Sent: 
To: 
Cc: 

Subject: 

John, 

Deborah Langelaan 
December 31, 2010 11:53 AM 
'John Mikkelsen (John_mikkelsen@transcanada.com)' 
Colin Andersen; JoAnne Butler; Michael Lyle; Kim Marshall; Michael Killeavy; Susan 
Kennedy; 'Rocco Sebastiane (rsebastiano@osler.com)'; 'Paul Ivanoff (pivanoff@osler.com)' 
MPS Fixed Pricing for Conversion Package 

Further to our letter of 21 December 2010 to TCE, the OPA requests that TCE obtain fixed pricing from MPS on or before 
11 February 2011 for the M501GAC fast start conversion package, which also includes the conversion from combined 
cycle to simple cycle ("conversion package"). For greater certainty, this is not any OPA agreement to proceed with work 
on, or commitment to, the conversion package. Furthermore, this request does not imply any OPA agreement to the 
background or terms of the proposed letter agreement between MPS and TCE that was sent to us yesterday, and should 
not be construed as such. 

We request that MPS provides us with an itemized scope of work for the conversion package and that the itemization of 
the fixed pricing be based on this scope of work. 

Kind Regards, 
Deb 
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Aleksandar Kojic 

From: 
Sent: 
To: 
Cc: 
Subject: 

JoAnne Butler 
December31, 201012:56 PM 
Michael Killeavy 
Deborah langelaan 
Re: MPS .... 

Fair enough ... let's see where it goes ... 

JCB 

From: Michael Killeavy 
Sent: Friday, December 31, 2010 11:57 AM 
To: JoAnne Butler 
Cc: Deborah langelaan 
Subject: MPS .... 

TCE says that MPS is hung up on the lack of certainty associated with starting fixed pricing work, incurring costs, and not 
having a project to allocate them to if we say "no" to the conversion. I said we'd cover their reasonable costs to do the 
fixed pricing ifthis was all they were hung up on. Let's see what happens. 

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 
416-5209788 (CELL) 
416-967-1947 (FAX) 
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Aleksandar Kojic 

From: 
Sent: 
To: 
Cc: 

Subject: 

Dear Deborah, 

John Mikkelsen [john_mikkelsen@transcanada.com] 
December 31, 2010 3:47PM 
Deborah Langelaan 
Colin Andersen; JoAnne Butler; Michael Lyle; Kim Marshall; Michael Killeavy; Susan 
Kennedy; rsebastiano@osler.com; pivanoff@osler.com; Terry Bennett; John Cashin; Terri 
Steeves; Janine Watson; Brandon Anderson; Karl Johannsen; Bill Small; David Lever 
RE: MPS Fixed Pricing for Conversion Package 

Thank you for your e-mail this morning (re MPS Fixed Pricing for Conversion Package) advising us that the OPA does 
not, as of this date, agree to deploy the Fast Start GTs. · 

As you aware, the contract with MPS Canada, Inc. places TransCanada under tight timelines, and we need to provide 
notification today (December 31, 201 0) to MPS Canada, Inc. ("MPS") if we wish to extend the suspension from December 
31, 2010 or else we will be deemed to have released MPS from suspension. Release from suspension will cause MPS to 
proceed with the original M501GACs, absent an agreement in principle to proceed with the conversion to the M501GAC 
Fast Start. Given that the OPA has not agreed to proceed with work on, or commitment to, the conversion package, and 
as there is no prospect of a project that could deploy the original M501GAC machines, we have notified MPS that we are 
extending suspension for another month to January 31, 2011. 

In accordance with your e-mail, we are willing to again request fixed pricing from MPS for the M501GAC fast start 
conversion package and to ask to have it before February 11, 2011. As the provision of this information is at the 
discretion of MPS we cannot make any commitments on their behalf with respect to their agreement to provide such 
information. Further, while MPS indicated that they would be able to provide a firm price by February 10, 2011, their 
position to date has been that they would first require some fairly firm direction regarding the Fast Start. Therefore, we 
cannot guarantee the delivery of this information by MPS on your deadline. 

Before we approach MPS for this firm pricing, we would like direction from the OPA as to the scope of information you are 
seeking in your request for firm pricing. TransCanada suggests that we ask MPS to provide the following breakdown of 
costs: 

1. Cost of suspension from October 7, 2010 to February 17, 2011 (assumed notice to release from suspension date 
-please confirm) 

2. Cost of delayed delivery (per budgetary proposal) 
3. Cost of additional scope including but not limited to the cost of the increased exhaust and cooling system scope 

(delineated by major works) · 
4. Cost of the conversion of the M501 GAG to M501 GAS Fast Start gas turbine 

We ask that you indicate whether this breakdown meets the OPA's requirements at your nearest convenience. Please 
know that, in the event MPS cannot or will not supply information when and as requested, TransCanada will do our best 
to continue to work with the OPA to arrive at a mutually satisfactory solution. 

We note that, since the suspension letter agreement signed today extends the suspension to January 31, 2011, a further 
suspension request will have to be made to MPS for the month (or part of the month) of February if TransCanada is not 
put in a position to commit to the Fast Start until the firm pricing is received. 

Finally, we ask you to bear in mind that the cost of terminating under the Cancellation Schedule will increase from 75% to 
90%, if Notice of Termination is not received by MPS before January 21, 2011. 

We thank your for your efforts to date and look forward to continue working with you on this important project in the New 
Year. 

Kind regards, 
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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 

From: Deborah Langelaan [mailto:Deborah.Langelaan@powerauthority.on.ca] 
Sent: Friday, December 31, 2010 11:53 AM 
To: John Mikkelsen 
Cc: Colin Andersen; JoAnne Butler; Michael Lyle; Kim Marshall; Michael Killeavy; Susan Kennedy; rsebastiano@osler.com; 
pivanoff@osler .com 
Subject: MPS Fixed Pricing for Conversion Package 

John, 

Further to our letter of 21 December 2010 to TCE, the OPA requests that TCE obtain fixed pricing from MPS on or before 
11 February 2011 for the M501GAC fast start conversion package, which also includes the conversion from combined 
cycle to simple cycle ("conversion package"). For greater certainty, this is not any OPA agreement to proceed with work 
on, or commitment to, the conversion package. Furthermore, this request does not imply any OPA agreement to the 
background or terms of the proposed letter agreement between MPS and TCE that was sent to us yesterday, and should 
not be construed as such. 

We request that MPS provides us with an itemized scope of work for the conversion package and that the itemization of 
the fixed pricing be based on this scope of work. 

kind Regards, 
Deb 

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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Aleksandar Kojic 

From: 
Sent: 
To: 

JoAnne Butler 
January 1, 2011 9:10AM 
Michael Killeavy 

Subject: Re: MPS Fixed Pricing for Conversion Package 

I agree with you, Michael... 

Happy New Year! 

JCB 

From: Michael Killeavy 
Sent: Friday, December 31, 2010 07:55 PM 
To: 'RSebastiano@osler.com' <RSebastiano@osler.com>; Deborah Langelaan 
Cc: Susan Kennedy; 'Pivanoff@osler.com' <Pivanoff@osler.com>; JoAnne Butler 
Subject: Re: MPS Fixed Pricing for Conversion Package 

This is an infinite loop for TCE, MPS and us. I have a couple of ideas on how to break this impasse. Let's talk on Tuesday. 

Sweden and Canada are tied at 4 all. 

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: Sebastiana, Rocco [mailto:RSebastiano@osler.com] 
Sent: Friday, December 31, 2010 04:24 PM 
To: Deborah Langelaan; Michael Killeavy 
Cc: Susan Kennedy; Ivanoff, Paul <Pivanoff@osler.com> 
Subject: Re: MPS Fixed Pricing for Conversion Package 

I guess the game of chicken continues ... Who'll blink first? 

From: John Mikkelsen [mailto:john_mikkelsen@transcanada.com] 
Sent: Friday, December 31, 2010 03:47 PM 
To: Deborah Langelaan <Deborah.Langelaan@powerauthority.on.ca> 
Cc: Colin Andersen <Colin.Andersen@powerauthority.on.ca>; JoAnne Butler <joanne.butler@powerauthority.on.ca>; 
Michael Lyle <Michaei.Lyle@powerauthority.on.ca>; Kim Marshall <Kim.Marshall@powerauthority.on.ca>; Michael 
Killeavy <Michaei.Killeavy@powerauthority.on.ca>; Susan Kennedy <Susan.Kennedy@powerauthority.on.ca>; 
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Sebastiana, Rocco; Ivanoff, Paul; Terry Bennett <terry_bennett@transcanada.com>; John cashin 
<john_cashin@transcanada.com>; Terri Steeves <terri_steeves@transcanada.com>; Janine Watson 
<janine_watson@transcanada.com>; Brandon Anderson <brandon_anderson@transcanada.com>; Karl Johannsen 
<karl_johannson@transcanada.com>; Bill Small <william_small@transcanada.com>; David Lever 
<DLEVER@MCCARTHY.CA> 
Subject: RE: MPS Fixed Pricing for Conversion Package 

Dear Deborah, 

Thank you for your e-mail this morning (re MPS Fixed Pricing for Conversion Package) advising us that the OPA does 
not, as of this date, agree to deploy the Fast Start GTs. · 

As you aware, the contract with MPS Canada, Inc. places TransCanada under tight timelines, and we need to provide 
notification today (December 31, 201 0) to MPS Canada, Inc. ("MPS") if we wish to extend the suspension from December 
31, 2010 or else we will be deemed to have released MPS from suspension. Release from suspension will cause MPS to 
proceed with the original M501 GAGs, absent an agreement in principle to proceed with the conversion to the M501 GAG 
Fast Start. Given that the OPA has not agreed to proceed with work on, or commitment to, the conversion package, and 
as there is no prospect. of a project that could deploy the original M501GAC machines, we have notified MPS that we are 
extending suspension for another month to January 31, 2011. 

In accordance with your e-mail, we are willing to again request fixed pricing from MPS for the M501GAC fast start 
conversion package and to ask to have it before February 11, 2011. As the provision of this information is at the 
discretion of MPS we cannot make any commitments on their behalf with respect to their agreement to provide such 
information. Further, while MPS indicated that they would be able to provide a firm price by February 10, 2011, their 
position to date has been that they would first require some fairly firm direction regarding the Fast Start. Therefore, we 
cannot guarantee the delivery of this information by MPS on your deadline. 

Before we approach MPS for this firm pricing, we would like direction from the OPA as to the scope of information you are 
seeking in your request for firm pricing. TransCanada suggests that we ask MPS to provide the following breakdown of 
costs: 

1. Cost of suspension from October 7, 2010 to February 17, 2011 (assumed notice to release from suspension date 
- please confirm) 

2. Cost of delayed delivery (per budgetary proposal) 
3. Cost of additional scope including but not limited to the cost of the increased exhaust and cooling system scope 

(delineated by major works) 
4. Cost of the conversion of the M501GAC to M501GAS Fast Start gas turbine 

We ask that you indicate whether this breakdown meets the OPA's requirements at your nearest convenience. Please 
know that, in the event MPS cannot or will not supply information when and as requested, TransCanada will do our best 
to continue to work with the OPA to arrive at a mutually satisfactory solution. 

We note that, since the suspension letter agreement signed today extends the suspension to January 31, 2011, a further 
suspension request will have to be made to MPS for the month (or part of the month) of February if TransCanada is not 
put in a position to commit to the Fast Start until the firm pricing is received. 

Finally, we ask you to bear in mind that the cost of terminating under the Cancellation Schedule will increase from 75% to 
90%, if Notice of Termination is not received by MPS before January 21, 2011. 

We thank your for your efforts to date and look forward to continue working with you on this important project in the New 
Year. 

Kind regards, 

John Mikkelsen, P. Eng. 
Director, Eastern Canada, Power Development 
TransCanada 
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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 

From: Deborah Langelaan [mailto:Deborah.Langelaan@powerauthority.on.ca] 
Sent: Friday, December 31, 2010 11:53 AM 
To: John Mikkelsen 
Cc: Colin Andersen; JoAnne Butler; Michael Lyle; Kim Marshall; Michael Killeavy; Susan Kennedy; rsebastiano@osler.com; 
pivanoff@osler.com 
Subject: MPS Fixed Pricing for Conversion Package 

John, 

Further to our letter of 21 December 2010 to TCE, the OPA requests that TCE obtain fixed pricing from MPS on or before 
11 February 2011 for the M501GAC fast start conversion package, which also includes the conversion from combined 
cycle to simple cycle ("conversion packagelll). For greater certainty, this is not any OPA agreement to proceed with work 
on, or commitment to, the conversion package. Furthermore, this request does not imply any OPA agreement to the 
background or terms of the proposed letter agreement between MPS and TCE that was sent to us yesterday, and should 
not be construed as such. 

We request that MPS provides us with an itemized scope of work for the conversion package and that the itemization of 
the fixed pricing be based on this scope of work. 

Kind Regards, 
Deb 

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. 

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

Le contenu du prsent courriel est privilgi, confidentiel et 
soumis des droits d'auteur. II est interdit de J'utiliser ou 
dele divulguer sans autorisation. 
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Aleksandar Kojic 

From: Michael Killeavy 
Sent: January 5, 2011 9:42AM 
To: 
Cc: 

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

Subject: FW: MPS Summary of Issues 

Gentlemen, 

Here's a list of some ofthe issues that Safouh's identified with the MS01GAC Fast Start proposal from MPS. 

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) 

From: Safouh Soufi [mailto:safouh@smsenergy-engineering.com] 
Sent: January 4, 2011 10:00 PM 
To: Michael Killeavy; Deborah Langelaan 
Subject: MPS Summary of Issues 

As requested earlier today, below you will find a list of gas turbine issues arising from our review of 
MPS original and the more recent proposals to TCE. Please treat this as a "work in progress" list. 

Background 
OPA has had discussions with TCE on the use of OGS gas turbines for another project with simple 
cycle configuration. Since fast start is required (preferred) for simple cycle, the OPA asked TCE to 
advise if there are costs associated with a fast start option. It is understood that TCE has had 
discussions with MPS on the cost of simple cycle conversion including fast start which culminated 
among other things in an indicative budgetary non-binding proposal from MPS to TCE in December 
2010. TCE provided a copy of the December proposal together with MPS original proposal to OPA 
for review through Osler and at Osler's offices. SMS received copies of TCE submissions from Osier 
and reviewed it on fast track basis. Issues resulting from this review that require further clarifications 
from TCE/MPS are noted below (Summary of Issues) for further action. 

MPS Original Proposal 
In July 2009 TCE signed a Gas Turbine Equipment Supply Agreement (ESA) with MPS for the supply 
of two (2) M501GAC gas turbines. The turbines were to be deployed in a combined cycle application 
at OGS. The ESA included a detailed scope of supply and division of responsibilities along with 
performance guarantees, schedule and commercial terms. 
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MPS Non-Binding Proposal of December 2010 
MPS December 2010 proposal for a (non-binding price) of US$33,000,000 was made (according to 
MPS) for: 

1. Project Schedule Change and 
2. Specification/Scope change to July 2009 ESA 

Summary of Issues 
1. Price: It is not clear if the price stated in the December 2010 proposal includes some cost 

provisions related to project schedule change/delay. This should be confirmed. 
2. Fast Start: The ESA of July 2009 shows in Appendix I that the main equipment includes a 

Static Frequency Converter (SFC) for starting device. SFC is an option provided by 
equipment suppliers for applications requiring fast start. The alternative would be a starting 
system based on AC electric motor or diesel engine that will take more time to complete the 
start-up process. SFC is used to run-up the machine quickly by using the generator itself as 
motor from push button to ignition speed. We concluded, subject to Item 3 below, that the 
equipment as originally purchased by TCE from MPS includes fast start capability. 

3. SFC: We noted from page 4-7 of the December 2010 proposal in the comment section of line 
item 16 the inclusion of "7MW". The original ESA includes a SFC with a rated output of 4MW. 
The reference to 7MW may suggest, but not sure, that the SFC has been up-rated and the 
proposed price is for the size increase and not for the installation of a complete system. 
Further information and explanation is required. The original SFC rating of 4MW may add few 
minutes to start time of 7MW SFC but may still be acceptable for the purpose of offering 30-
min OR. This is the most important issue for which we require further information and 
cooperation from MPS. · 

4. Start-up Curve: We have compared the original and latest (December 2010) start up curves 
from MPS. The original may have been composed for a combined cycle where ramping of the 
gas turbine is restricted by HRSG thermal stress considerations. The benefit of faster ramping 
in start-up is not specifically discussed in the December 2010 proposal and additional 
information on this subject is required. 

5. Purge Credit: MPS statement concerning 5 minutes minimum purge is somewhat ambiguous 
and need more clarification. 

6. Synchronisation Time: It would appear that 5 minutes to sync is used in the original start-up 
curve whereas the latest curve assumes 1 minute. MPS confirmation is required. 

7. Scope of Supply: In addition to fast start, TCE has asked MPS to quote for a closed cooling 
water heater, pump, pipes, valves and tank. A 100ft stack w/t expansion joints was also 
added to the scope. No breakdown in cost is provided but required. 

TCE advised that MPS cannot confirm the proposed price until February 11, 2010. Given the lack of 
clarity, at this point, we are not in a position to rationalise US$33,000,000 for the proposed additional 
scope of work as we understand the work involved. The fact that the project has fast start capability 
and is not replacing another starting system with SFC and not being penalised for the cost of the 
replaced alternative system (e.g. AC motor or diesel engine) suggest that the proposed budget price 
is high or it includes other cost items that weren't delineated in the proposal document. One example 
is the cost associated with delayed delivery. 

Thanks, 
Safouh 

Highly Confidential: 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 
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17 of the Freedom of Information and Protection of Privacy Act, to be a record that reveals a 
trade secret or scientific, technical, commercial, financial or labour relations information, 
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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Aleksandar Kojic 

From: 
Sent: 
To: 

Michael Killeavy 
January 5, 2011 1 0:28 AM 
JoAnne Butler 

Cc: 
Subject: 
Attachments: 

Susan Kennedy; Deborah Langelaan 
FW: OPAITCE/MPS Speaking Notes 
5055907 _1.doc 

JoAnne, 

Here is a first draft of the message we'd like to deliver to MPS and TCE. 

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) 

From: Sebastiana, Rocco [mailto:RSebastiano@osler.com] 
Sent: January 5, 2011 9:55AM 
To: Michael Killeavy; Deborah Langelaan 
Cc: Ivanoff, Paul; Smith, Elliot 
Subject: OPA{TCE/MPS Speaking Notes 

Michael and Deb, 

Further to our call of yesterday morning, please fmd a draft set of speaking notes for a meeting with TCE and 
MPS for your review. 

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 privi18gi9, confidentiel et 
SOumis o3 des droits d'auteur. [[ est interdit de l'utiliser OU 
de Je divulguer sans autorisation. 
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Draft: January 5, 2011 

SPEAKING NOTES FOR A MEETING BETWEEN THE OPA, TCE AND MPS 

• As you know, the OP A and TCE have been working together in good faith to negotiate 
an agreement in respect of the development of a simple cycle natural gas-fired project in 
the Kitchener-Waterloo-Cambridge area. We are discussing the use of the M501GAC 
turbines originally ordered for the Oakville Generating Station, but we may want to 
convert them to M501GAC Fast Start turbines for the project in Kitchener-Waterloo
Cambridge. 

• To that end, we have requested TCE reach out to MPS to provide a fixed-price quote for 
the conversion to Fast Start turbines. We have received and reviewed the "Indicative 
budgetary non-binding proposal" along with the proposed "Letter Agreement" to 
implement it. The Proposal contains a conversion price of US$33MM, without any 
breakdown or substantiation and the possibility of an increase in conversion price by up 
to 25%. We understand from TCE that it has been MPS's position that it will not provide 
a major line item breakdown of the conversion price until there is a binding commitment 
to proceed with the Fast Start conversion. 

• We are not, however, in a position to commit to Fast Start conversion until we have seen 
a major line item breakdown of the conversion price, so that we can evaluate its 
reasonableness. We cannot understand why, to date, MPS has refused to provide this 
information. [NTD: We could consider saying here that if MPS want us to backstop 

• 

• 

the reasonable costs to be incurred to develop a fixed price breakdown, we would, 
but perhaps we should not offer this unless asked.] 

As you are no doubt aware, the OPA has obligations to the Ontario ratepayers. We do not 
believe that it is in the ratepayers' interest to proceed with a Fast Start conversion without 
understanding the costs of doing so. Moreover, the OP A is not interested in having 
business -partners involved in the Province who are inclined to obstruct the OPA from 
achieving its objectives. If MPS continues to refuse to provide the information we 
require for decision-making, we will find ourselves in a position where going forward we 
may need to consider not having MPS involved in future projects being developed in the 
Province. 

The OP A expects MPS to act reasonably and in good faith and respond to this and any 
other reasonable requests. 

TOR_P2Z:SOSS907.1 



Aleksandar Kojic 

From: Susan Kennedy 
Sent: January 5, 2011 4:37 PM 
To:. 
Subject: 

Michael Lyle; JoAnne Butler; Michael Killeavy 
FW: Revised direction 

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

fyi 

Susan H. Kennedy 
Director, Corporate/Commercial Law Group 

From: Susan Kennedy 
Sent: January 5, 2011 4:34PM 
To: 'Calwell, Carolyn (ME!)' 
Subject: RE: Revised direction 

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 
Chief Executive Officer 
Ontario Power Authority 

Suite 1600 

120 Adelaide Street West 

Toronto, ON MSH I T1 

Dear Mr. Mderson, 

Re: Kitcbener-Waterloo-Cambridge Area New Supply 

I write in connection with my authority as the Minister of EnerJ~ i~ oid~?_to ;xercise the 
statutory power of ministerial direction that I have in respecf6rili~··qi)ia.J:ip P6We~ Authority (the 
"OPA") under section 25.32 of the Electricity Act, 19)'8 (the:. A,st"). '-' · 

Background 

The 2007 proposed Integrated Power System Plan fo;dcast heed for an additional gas plant in 
Kitcbener-Waterloo-Cambridge (the "KWG i\f6a"). ;)~'-:pu/Long Term Energy Plan, the 
Government identified the continued need fa·~--~ p~8.kjllg-'n-atural gas-fired plant in the-KWC 
Area where demand is growing at more th3n: twiCe the pfovincial rate. 

c·'i -· ., 

The Ministry has determinec!_ that i! is·p~dent ~~d n~cessary to build a simple cycle natural gas

fired power plant that has a Oarg~pia~~ _ciPa9ity of approximately 450MW for deployment in the 
KWC Area by [the spring o(2014] (the,''l(WC Project"). 

Pursuant to a dire<:(ion dateg August 18, 2008 (the "2008 Direction"), the OPA procured from 

TransCanada Ene"igy Ltd. ("TransCanada") the design, construction and operation of a 900MW 

natur:al_gas ie~etatlAg st~iion in Oakville (the "Oakville Generating Station"). On October 7, 
20 1Q; i annO'U~ced i~at -the Oakville Generating Station would not proceed as changes in demand 

and s~pply haVe m~de the Oakville Generating station no longer necessary. 

Procureffient OfKitchener-Waterloo-Cambridge Area New Supply 

~D._'tlghi q_(:tl)e' fO_r~g()irii,_-~·me_ri1_6e~s -_of the_ .:Milli~try- 9f E~~~rgy- s~aff: -ti~Ve -conchi4ed_ that i( IS 
pr6aenr:io~-n~g0ti~t~--a·_'.Iifoje6t_ ~-ith ~fr~st~~ad.~_·:,ta·--~r¢P!aC~_-·_ ~ts- P~k:VfJt~ o~n~r~tiPg_ StatiOi_l 
project and riieertli.e KWC.Area,suppiyr~quire:lllent [~y sprilig\ii':iOJ4j .. MinistrY of Energy 
~taf(.!he_~h~i-{~aye)l_acf~is~·U'S~fOns~Wii~~tr~s_c,ap~<fa.--r~i~4ihg--s·ifck~:pfOJ~ct~ [_ _____________________ _ 

comment [Shk:i]: sin~e directlVe.is " 
giveri perss.'l5.32(4), believe. £his is , 
n:e·ces-sa;yto·esiiib!IS-htiiiitdirecttVe ;_;;l~teS
to ~n ~nitiative that waS pur~ued. by the .. 
<:rown ·-· after)anuaiy -1,'2004 and before · 

. the Board'S firS~ approVal ofthe OPA's: · 
piocurementp_i-O~es~· -~_";~See, fq~ 
ex_ample, 



LEGAL ADVICE- PRIVILEGED AND CONFIDENTIAL- NOT FOR CIRCULATION 

Direction ..... ----{ Formatted: Keep with next 

Therefore, pursuant to my authority under subsection 25.32(4) of the fi!~_c;!~!~~ty_!}._c;~, _ _!?_?~L-1 ____ .-· {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 OP A indemnify TransCanada pending the completion of a final 
contract with respect to certain costs that TransCanada must incur date of 
the [spring of2014] is to be met; 

b) concluding and executing a definitive contract with Tr:ans:CamadJl",py''[,fU1tif~~g;:;2!111], 
which will address the reliability needs described above. 

In negotiating this contract, it is anticipated that the OPA wilkhavil''i ~gard'•-l&.~i) 
balance of risk and reward for TransCanada, and the 

to the Oakville Station 

As with all electricity generation the KWC Project shall be 
required to undergo all local, municipal ruj]~, ''"''ir~!9nie~Ltal approvals to ensure it meets or 
exceeds regulated standards, including noise, odour and vibration. 

-F_,;, % 
~rad nUg1Il~U7 

Minister of Energy 



Aleksandar Kojic 

From: JoAnne Butler 
Sent: January 14, 2011 5:45AM 
To: Deborah Langelaan; Manuela Moellenkamp 
Subject: Re: MPS Meeting with TansCanada and OPA January 19th 

Manuela, I will give you all the proper name details when I get in. Thanks ... 

JCB 

From: Deborah Langelaan 
Sent: Thursday, January 13, 2011 08:44 PM 
To: Manuela Moellenkamp 
Cc: JoAnne Butler 
Subject: Fw: MPS Meeting with Tanscanada and OPA January 19th 

Manuela; 

Would you please book the flight and accommodations listed below for JoAnne? 

Thanks, 
Deb 

From: Terri Steeves [mailto:terri steeves@transcanada.coml 
Sent: Thursday, January 13, 2011 06:41 PM 
To: Deborah Langelaan 
Subject: RE: MPS Meeting with Tanscanada and OPA January 19th 

Deb, 

Thank you -1 will provide an update to MPS. 

I believe it makes sense for JoAnne to complete her own bookings. I have provided the information to mirror our plans. 
Terry Bennett will be getting a car, so JoAnne will no need to get one. 
Flight: Tuesday January 18 Toronto to Orlando (AC 912) arriving at 7:28pm (departing at 4:40pm) 
Accommodations: Westin in Lake Mary (29741nternational Parkway • Lake Mary, Florida 32746 ·United States • Phone: 
(407) 531-3555) 
Flight: Wednesday January 19 Orlando to Toronto (AC 907) departing at 1:55pm 

Thanks, 
Terri 

From: Deborah Langelaan [mailto:Deborah.Langelaan@powerauthoritv.on.ca] 
Sent: Thursday, January 13, 2011 2:49 PM 
To: Terri Steeves 
Subject: RE: MPS Meeting with Tanscanada and OPA January 19th 

Terri; 
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Thanks for arranging the meeting with MPS. Just a couple of clarifications, the proper spelling of JoAnne and her title is 
VP, Electricity Resources. Will TCE be booking the flight on behalf of JoAnne? If that is the case I think the name on her 
passport is different from what she goes by so I will need to provide that to you. 

Deb 

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

From: Terri Steeves [mailto:terri steeves@transcanada.com] 
Sent: January 13, 2011 4:42 PM 
To: Biii.Newsom@mpshq.com 
Cc: Deborah Langelaan; John Mikkelsen; Terry Bennett 
Subject: MPS Meeting with TansCanada and OPA January 19th 

Bill, 

Further to our conversation, thank you very much for accepting our request to meet with you. 

The following attendees will participate from TransCanada; Terry Bennett, VP Business Development and Terri Steeves, 
Project Manager and from the OPA; Joanne Butler, VP Procurement. 

Our intention is to fly direct from Toronto to Orlando (AC 912) arriving at 7:28pm and stay at the Westin in Lake Mary 
(2974 International Parkway • Lake Mary, Florida 32746 ·United States • Phone: (407) 531-3555) 

Draft Agenda 
1. Introductions 
2. RoleofOPA 
3. OPA Due Diligence 
4. Next Steps 

We could be available for either a late dinner near the airport on Tuesday evening or breakfast on Wednesday morning, 
please let me know if you are available and your preference. 

Our departure from Lake Mary is expected to be no later than 11 :OOam for a return flight to Toronto at 1:55pm. We will be 
flexible to meet with you anytime prior to that. 

Thank you again, 
Terri 

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-~ail message. 
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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 inunediately and delete the original 
message. Thank you. 
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Aleksandar Kojic 

From: 
Sent: 
To: 

JoAnne Butler 
January 14, 2011 9:21 AM 
Manuela Moellenkamp 

Subject: RE: MPS Meeting with TansCanada and OPA January 19th 

Yes, please do whatever forms need to be done for the approval. 

Name must be Josephine Cavanagh Butler 
Air Canada# 125 334 441 
I prefer an aisle seat. 

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@powerauthoritv.on.ca 

From: Manuela Moellenkamp 
Sent: Viernes, 14 de Enero de 2011 08:22a.m. 
To: JoAnne Butler 
Subject: RE: MPS Meeting with TansCanada and OPA January 19th 

I think I already have this information, but I'll confirm with you when you arrive. Do we need to get approval for this trip? 

From: JoAnne Butler 
Sent: January 14, 2011 5:45AM 
To: Deborah Langelaan; Manuela Moellenkamp 
Subject: Re: MPS Meeting with TansCanada and OPA January 19th 

Manuela, I will give you all the proper name details when I get in. Thanks ... 

JCB 

From: Deborah Langelaan 
Sent: Thursday, January 13, 2011 08:44PM 
To: Manuela Moellenkamp 
Cc: JoAnne Butler 
Subject: Fw: MPS Meeting with TansCanada and OPA January 19th 

Manuela; 

Would you please book the flight and accommodations listed below for JoAnne? 
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Thanks, 
Deb 

From: Terri Steeves [mailto:terri_steeves@transcanada.com] 
Sent: Thursday, January 13, 2011 06:41 PM 
To: Deborah Langelaan 
Subject: RE: MPS Meeting with TansCanada and OPA January 19th 

Deb, 

Thank you - I will provide an update to MPS. 

I believe it makes sense for JoAnne to complete her own bookings. I have provided the information to mirror our plans. 
Terry Bennett will be getting a car, so JoAnne will no need to get one. 
Flight: Tuesday January 18 Toronto to Orlando (AC 912) arriving at 7:28pm (departing at 4:40pm) 
Accommodations: Westin in Lake Mary (2974Jnternational Parkway • Lake Mary, Florida 32746 ·United States • Phone: 
(407) 531-3555) 
Flight: Wednesday January 19 Orlando to Toronto (AC 907) departing at 1:55pm 

Thanks, 
Terri 

From: Deborah Langelaan [mailto:Deborah.Langelaan@powerauthority.on.ca] 
Sent: Thursday, January 13, 2011 2:49 PM 
To: Terri Steeves 
Subject: RE: MPS Meeting with TansCanada and OPA January 19th 

Terri; 

Thanks for arranging the meeting with MPS. Just a couple of clarifications, the proper spelling of JoAnne and her title is 
VP, Electricity Resources. Will TCE be booking the flight on behalf of JoAnne? If that is the case I think the name on her 
passport is different from what she goes by so I will need to provide that to you. 

Deb 

Deborah Langelaan I Manager, Natural Gas Projects I OPA 1 
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: Terri Steeves [mailto:terri_steeves@transcanada.com] 
Sent: January 13, 2011 4:42 PM 
To: Biii.Newsom@mpshq.com 
Cc: Deborah Langelaan; John Mikkelsen; Terry Bennett 
Subject: MPS Meeting with TansCanada and OPA January 19th 

Bill, 

Further to our conversation, thank you very much for accepting our request to meet with you. 

The following attendees will participate from TransCanada; Terry Bennett, VP Business Development and Terri Steeves, 
Project Manager and from the OPA; Joanne Butler, VP Procurement. 
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Our intention is to fly direct from Toronto to Orlando {AC 912) arriving at 7:28pm and stay at the Westin in Lake Mary 
(2974 International Parkway • Lake Mary, Florida 32746 ·United States • Phone: (407) 531-3555) 

Draft Agenda 
1. Introductions 
2. Role of OPA 
3. OPA Due Diligence 
4. Next Steps 

We could be available for either a late dinner near the airport on Tuesday evening or breakfast on Wednesday morning, 
please let me know if you are available and your preference. 

Our departure from Lake Mary is expected to be no later than 11 :OOam for a return flight to Toronto at 1:55pm. We will be 
flexible to meet with you anytime prior to that. 

Thank you again, 
Terri 

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 applicabl!= 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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Aleksandar Kojic 

From: 
Sent: 
To: 

JoAnne Butler 
January 17,201110:22 AM 
Manuela Moellenkamp 

Subject: RE: MPS Meeting with TansCanada and OPA January 19th 

Manuela, 

I know that you are sick today, however, have you completed by travel arrangements. Thank ... 

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@oowerauthority.on.ca 

From: Manuela Moellenkamp 
Sent: Viernes, 14 de Enero de 2011 08:22a.m. 
To: JoAnne Butler 
Subject: RE: MPS Meeting with TansCanada and OPA January 19th 

I think I already have this information, but I'll confirm with you when you arrive. Do we need to get approval for this trip? 

From: JoAnne Butler 
Sent: January 14, 2011 5:45AM 
To: Deborah langelaan; Manuela Moellenkamp 
Subject: Re: MPS Meeting with TansCanada and OPA January 19th 

Manuela, I will give you all the proper name details when I get in. Thanks ... 

JCB 

From: Deborah Langelaan 
Sent: Thursday, January 13, 2011 08:44 PM 
To: Manuela Moellenkamp 
Cc: JoAnne Butler 
Subject: Fw: MPS Meeting with TansCanada and OPA January 19th 

Manuela; 

Would you please book the flight and accommodations listed below for JoAnne? 

Thanks, 
Deb 
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From: Terri Steeves [mailto:terri_steeves@transcanada.com] 
Sent: Thursday, January 13, 2011 06:41 PM 
To: Deborah Langelaan 
Subject: RE: MPS Meeting with TansCanada and OPA January 19th 

Deb, 

Thank you - I will provide an update to MPS. 

I believe it makes sense for JoAnne to complete her own bookings. I have provided the information to mirror our plans. 
Terry Bennett will be getting a car, so JoAnne will no need to get one. 
Flight: Tuesday January 18 Toronto to Orlando (AC 912) arriving at 7:28pm (departing at 4:40pm) 
Accommodations: Westin in Lake Mary (29741nternational Parkway • Lake Mary, Florida 32746 ·United States • Phone: 
(407) 531-3555) 
Flight: Wednesday January 19 Orlando to Toronto (AC 907) departing at 1:55pm 

Thanks, 
Terri 

From: Deborah Langelaan [mailto:Deborah.Langelaan@powerauthority.on.ca] 
Sent: Thursday, January 13, 2011 2:49 PM 
To: Terri Steeves 
Subject: RE: MPS Meeting with TansCanada and OPA January 19th 

Terri; 

Thanks for arranging the meeting with MPS. Just a couple of clarifications, the proper spelling of JoAnne and her title is 
VP, Electricity Resources. Will TCE be booking the flight on behalf of JoAnne? If that is the case I think the name on her 
passport is different from what she goes by so I will need to provide that to you. 

Deb 

Deborah Langelaan I Manager, Natural Gas Projects I OPA I 
Suite 1600-120 Adelaide St. W. I Toronto, ON MSH 1Tl I 
T: 416.969.60S2 I F: 416.967.19471 deborah.langelaan@powerauthoritv.on.ca 1 

From: Terri Steeves [mailto:terri_steeves@transcanada.com] 
Sent: January 13, 2011 4:42 PM 
To: Biii.Newsom@mpshq.com 
Cc: Deborah Langelaan; John Mikkelsen; Terry Bennett 
Subject: MPS Meeting with TansCanada and OPA January 19th 

Bill, 

Further to our conversation, thank you very much for accepting our request to meet with you. 

The following attendees will participate from TransCanada; Terry Bennett, VP Business Development and Terri Steeves, 
Project Manager and from the OPA; Joanne Butler, VP Procurement. 

Our intention is to fly direct from Toronto to Orlando (AC 912) arriving at 7:28pm and stay at the Westin in Lake Mary 
(2974 International Parkway • Lake Mary, Florida 32746 ·United States • Phone: (407) 531-3555) 
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Draft Agenda 
1. Introductions 
2. RoleofOPA 
3. OPA Due Diligence 
4. Next Steps 

We could be available for either a late dinner near the airport on Tuesday evening oi breakfast on Wednesday morning, 
please let me know if you are available and your preference. 

Our departure from Lake Mary is expected to be no later than 11 :OOam for a return flight to Toronto at 1:55pm. We will be 
flexible to meet with you anytime prior to that. 

Thank you again, 
Terri 

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 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: 
Cc: 
Subject: 
Attachments: 

JoAnne; 

Deborah Langelaan 
January 17,201112:09 PM 
JoAnne Butler 
Michael Killeavy 
Oakivlle GS Briefing Note 
Briefing_Note_JoAnne_20110117.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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MEMORANDUM 

DATE: January 17,2011 

TO: JoAnne Butler 

FROM: Deborah Langelaan 

RE: Oakville Generating Station (OGS) Update 

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

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

o 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 

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

o 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 

o 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. 

o OPA, TCE and MPS meeting on January 19, 2011 to streamline GT negotiations 
o OPA/TCE 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. 

o OPA/TCE 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 

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

o 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. 

o 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. 
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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? 
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Aleksandar Kojic 

From: 
Sent: 
To: 

JoAnne Butler 
January 17, 2011 3:46 PM 
Manuela Moellenkamp 

Subject: RE: MPS Meeting with TansCanada and OPA January 19th 

Ok, thanks ... yes, I have all the material I need .... 

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. 
ioanne.butler@powerauthority.on.ca 

From: Manuela Moellenkamp 
Sent: Lunes, 17 de Enero de 201112:08 p.m. 
To: JoAnne Butler 
Subject: RE: MPS Meeting with TansCanada and OPA January 19th 

Hi JoAnne, 

All your travel arrangements will be taken care of. I have everything under control. I spoke to Yvonne this morning and 
she will take care of the bookings. I have sent her all the information I gathered (flights, hotel, etc.) that I gave to Irene for 
approval. I have also told her where to find your VISA information (which I have well hidden) to complete the bookings, 
along with the correct name that is on your pass·port. · 

I'll see you in the morning. Do you have any background information on Mitsubishi or would you like me to do some 
research on them first thing tomorrow? 

Manuela 

From: JoAnne Butler 
Sent: Man 17/01/201110:22 AM 
To: Manuela Moellenkamp 
Subject: RE: MPS Meeting with TansCanada and OPA January 19th 

Manuela, 

I know that you are sick today, however, have you completed by travel arrangements. Thank ... 

JCB 

JoAnne C. Butler 
Vice President, Electricity Resources 
Ontario Power Authority 

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

416-969-6005 Tel. 
416-969-6071 Fax. 
joanne.butler@powerauthoritv.on.ca 

From: Manuela Moellenkamp 
Sent: Viernes, 14 de Enero de 2011 08:22a.m. 
To: JoAnne Butler 
Subject: RE: MPS Meeting with TansCanada and OPA January 19th 

I think I already have this information, but I'll confirm with you when you arrive. Do we need to get approval for this trip? 

From: JoAnne Butler 
Sent: January 14, 2011 5:45AM 
To: Deborah Langelaan; Manuela Moellenkamp 
Subject: Re: MPS Meeting with TansCanada and OPA January 19th 

Manuela, I will give you all the proper name details when I get in. Thanks ... 

JCB 

From: Deborah Langelaan 
Sent: Thursday, January 13, 2011 08:44 PM 
To: Manuela Moellenkamp 
Cc: JoAnne Butler 
Subject: Fw: MPS Meeting with TansCanada and OPA January 19th 

Manuela; 

Would you please book the flight and accommodations listed below for JoAnne? 

Thanks, 
Deb 

From: Terri Steeves [mailto:terri_steeves@transcanada.com] 
Sent: Thursday, January 13, 2011 06:41 PM 
To: Deborah Langelaan 
Subject: RE: MPS Meeting with TansCanada and OPA January 19th 

Deb, 

Thank you - I will provide an update to MPS. 

I believe it makes sense for JoAnne to complete her own bookings. I have provided the information to mirror our plans. 
Terry Bennett will be getting a car, so JoAnne will no need to get one. 
Flight: Tuesday January 18 Toronto to Orlando (AC 912) arriving at 7:28pm (departing at 4:40pm) 
Accommodations: Westin in Lake Mary (29741nternational Parkway • Lake Mary, Florida 32746 ·United States • Phone: 
(407) 531-3555) 
Flight: Wednesday January 19 Orlando to Toronto (AC 907) departing at 1:55pm 

Thanks, 
Terri 
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From: Deborah Langelaan [mailto:Deborah.Langelaan@powerauthority.on:ca] 
Sent: Thursday, January 13, 2011 2:49 PM 
To: Terri Steeves 
Subject: RE: MPS Meeting with TansCanada and OPA January 19th 

Terri; 

Thanks for arranging the meeting with MPS. Just a couple of clarifications, the proper spelling of JoAnne and her title is 
VP, Electricity Resources. Will TCE be booking the flight on behalf of JoAnne? If that is the case I think the name on her 
passport is different from what she goes by so I will need to provide that to you. 

Deb 

Deborah Langelaan I Manager, Natural Gas Projects I OPA I 
Suite 1600 -120 Adelaide St. W. I Toronto, ON MSH 1T1 I 
T: 416.969.60521 F: 416.967.19471 deborah.langelaan@powerauthority.on.ca 1 

From: Terri Steeves [mailto:terri_steeves@transcanada.com] 
Sent: January 13, 2011 4:42 PM 
To: Biii.Newsom@mpshq.com 
Cc: Deborah Langelaan; John Mikkelsen; Terry Bennett 
Subject: MPS Meeting with TansCanada and OPA January 19th 

Bill, 

Further to our conversation, thank you very much for accepting our request to meet with you. 

The following attendees will participate from TransCanada; Terry Bennett, VP Business Development and Terri Steeves, 
Project Manager and from the OPA; Joanne Butler, VP Procurement. 

Our intention is to fly direct from Toronto to Orlando (AC 912) arriving at 7:28pm and stay at the Westin in Lake Mary 
(29741nternational Parkway • Lake Mary, Florida 32746 ·United States • Phone: (407) 531-3555) 

Draft Agenda 
1. Introductions 
2. RoleofOPA 
3. OPA Due Diligence 
4. Next Steps 

We could be available for either a late dinner near the airport on Tuesday evening or breakfast on Wednesday morning, 
please let me know if you are available and your preference. 

Our departure from Lake Mary is expected to be no later than 11:00am for a return flight to Toronto at 1:55pm. We will be 
flexible to meet with you anytime prior to that. 

Thank you again, 
Terri 

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. 
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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)1 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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Aleksandar Kojic 

From: 
Sent: 
To: 
Cc: 
Subject: 

Deborah, 

John Mikkelsen Oohn_mikkelsen@transcanada.com] 
January 19, 2011 9:37AM 
Deborah Langelaan 
JoAnne Butler; Michael Killeavy 
RE: TCS-Generalffechnical Reply to OPA Questions from TCE dated January 10, 2011 

Thanks for the update. Your questions were f01warded to Terri last night. One caution that you should be aware of is the 
fact that the start-up curve for the original M501GAC is "typical" not guaranteed. 

Kind regards, 

John Mikkelsen, P. Eng. 

Director, Eastern Canada, Power Development 

TransCanada 

Royal Bank Plaza 
200 Bay Street 
24th Floor, South Tower 
Toronto, Ontario M5J ZJ1 

Tel: 416:869.2102 

Fax:416.869.Z056 

Cell:416.559.1664 

From: Deborah Langelaan [mailto:Deborah.Langelaan@powerauthority.on.ca] 
Sent: Tuesday, January 18, 2011 4:49 PM 
To: John Mikkelsen 
Cc: JoAnne Butler; Michael Killeavy 
Subject: RE: TCS-Generai/Technical Reply to OPA Questions from TCE dated January 10, 2011 

Hi John; 

Thank you for forwarding MPS's responses to our technical questions. After reviewing the responses we have a few 
more follow up questions. 

The OPA would like MPS to specifically quantify the start-up time difference between a 4MW and 7MW SFC start-up 
devices. 

The OPA is of the opinion that the benefit of 7MW over 4MW is in the order of 2-3 minutes in improved start-up time. The 
OPA would like MPS to provide the exact time difference. The OPA would like MPS to confirm that the exact time 
difference is the benefit of M501GAC-Fast over M501GAC in improved start-up time. 

Lastly, the OPA would like MPS to confirm that the M501GAC can accommodate a ramp rate of BMW/min or more and 
quantify how much more. 

Kind Regards, 
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Deb 

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

From: John Mikkelsen [mailto:john_mikkelsen@transcanada.com] 
Sent: January 13, 2011 4:39 PM 
To: Deborah Langelaan; Michael Killeavy 
Subject: FW: TCS-Generai/Technical Reply to OPA Questions from TCE dated January 10, 2011 

Deborah, 
Michael, 

Following please find the answers to the questions provided to Mitsubishi. 

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 

From: Terri Steeves 
Sent: Thursday, January 13, 2011 4:30 PM 
To: John Mikkelsen 
Cc: Mark Brache 
Subject: FW: TCS-Generai/Technical Reply to OPA Questions from TCE dated January 10, 2011 

Please forward to the OP A. 

From: PPrigge@mpshq.cam [mailto:PPrigge@mpshq.com] 
Sent: Thursday, January 13, 2011 2:25 PM 
To: Terri Steeves; JPM-TEC@comcast.net 
Cc: isamu_matsumi@mhi.co.jp; F _ Transc@mhi.co.jp; sosuke_masuda@mhi.co.jp; tschwartz@mpshq.com; 
southwestgtaproject@mpshq.com; knamba@mpshq.com; awatanabe@mpshq.com; ryotaro_kanai@mhi.co.jp; 
pprigge@mpshq.com; jin_taniguchi@mhi.co.jp; yasuhiro_kawabe@mhi.co.jp; KYoshi@mpshq.com; 
Minoru.Yoshida@mpshq.com; Daisuke.Hiura@mpshq.com; Kazuki.Ishikura@mpshq.com; Akimasa.Muyama@mpshq.com; 
KHasegawa@mpshq.com; sueki@mpshq.com; mcdeedd@osc.mpshq.com; pyrosg@osc.mpshq.com; 
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mulligang@osc.mpshq.com; Shigeki.Takasugi@mpshq.com; koenekec@osc.mpshq.com; newsomb@osc.mpshq.com; 
wakaba_yoshimoto@mhi.co.jp; southwestgtaproject@mpshq.com; F _hcommon@mhi.co.jp 
Subject: TCS-Generai/Technical Reply to OPA Questions from TCE dated January 10, 2011 

Date: January 13,2011 
Ref. No: MPS/TCS-General-11-E-0001 

To: Attention: Terri Steeves,Joseph P. Miller 
:Company: 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),Ryotaro Kanai(TransCanada/SW GTA PJ- MHI TGO Team Member),Phil 
Prigge(TransClll).ada/SW GTA PJ- MPSA Team Member),Jin Taoiguchi(TransCanada/SW GTA PJ- MHI 
TGO Team Member),YASUHIRO KA WABE(TransCanada/SW GTA PJ- MHI TGO Team Member),Kazuo 
Yoshi(),Minoru Yoshida(),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 
Service Center),Bill Newsom(), W AKABA YOSHIMOTO(TransCanada/SW GTA PJ - MHI TGO Team 
Member) 

From : Phil Prigge,Project Manager 
MPSA Headquarters 
Person in Charge :phil prigge (pprigge@mpshq.com) 
Phone No. : 407-688-6351 Fax No. : 407-688-6487 

Project : TransCanada/Soutbwest-General 
Subject: Technical Reply to OPA Questions from TCE dated January 10, 2011 

Approved by : 
p.prigge ,p.prigge 

Dear All, 

Please see MPS Canada:s reply to the OPA's questions copied below. 

1. Price Breakdown 
(Later) 

2. GT Start-Up Device 
The standard start-up device for our M501 G series gas turbine is a SFC, we believe a huge motor to 
start up M501 G is not feasible. An AC motor may be applied to a M501 F or smaller gas turbine. 
However this does not mean all M501 G gas turbines have fast start-up capability. 

3. Difference of SFC for M501GAC and M501GAC-Fast 
The standard capacity of a SFC for a M501 GAC and a M501 GAC-Fast are 4 MW and 7 MW 
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respectively. 
For a M501GAC-Fast, the SFC capacity must be increased to achieve a faster speed ramp up as 
compared to a M501 GAC. 

4. Start-Up Curve 

1) The minimum purging time is specified as 5 minutes in the current (2007) edition of NFPA 85, 
however it is not clear that this requirement is applicable to simple cycle plants. On the other hand, 
the new edition of NFPA 85 is expected to be released soon and it is said that the new edition will 
clearly state the requirement of the minimum purging time is not applied to simple cycle plants. 
Based on this assumption, we instead included 3 minutes for purging in the proposed start-up time, 
which has been calculated based on 5 changes of the volume from GT outlet to the stack outlet 
considering current NFPA 85 requirement. 

2) The start-up curve (No. IB0-08088) in Appendix I is to indicate typical start-up profile for 
M501GAC without consideration of restriction from the steam bottoming system and it is also 
applicable to M501GAC simple cycle plant. 

3) OPA's understanding is correct. For synchronization, we just assumed 5 minutes in IB0-08088 but 
per TCE's instruction we considered 1 minute in the start-up curve for M501 GAC-Fast. 

5. Ramp Rates of M501 GAC (Please refer to IB0-08088.) 

1) From Ignition to 100% speed no load: Approx. 170 rpm/min. 

2) To 60% load: 6.67%/min. 

3) From 60 to 100% load: 6.67%/min. 

Best regards, 

Phil Prigge 
Project Manager 

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

MPS Canada, Inc. 
200 Bay Street, Suite No.3220, Toronto, Ontario 
M5J 2J1, Canada 
************************************************* 

Request from TCE/OPA----------------------------------------------------------

From: Terri Steeves [mailto:terri steeves@transcanada.com] 
Sent: Monday, January 10, 201111:18 AM 
To: Prigge, Phil; Namba, Kotaro 
Cc: Papaioanou, George; Bill Small; Mark Brache; jpm-tec@comcast.net; John Mikkelsen; Bill Small 
Subject: FW: MPS-TCE Equipment Supply Agreement and MPS Fast Start Proposal- Review of 
Technical Information Provided By MPS ... 
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Phil/ Namba-san, 

Please find attached the request for additional information from the OPA. As I suspected, the OPA is 
looking for a more detailed breakdown of the costs. I believe the OPA needs to be able to reconcile 
the estimate and demonstrate to their decision makers that the cost is justified. Without the 
breakdown, they are having difficultly with their justification. I believe the breakdown would 
demonstrate further that the fast start conversion is very economic (versus going simple cycle with 
the original GAG machine). 

If you have any questions, please let me know, otherwise we can discuss tomorrow. 

Thank you, 
Terri 

.From: Michael Killeavy [mailto:Michaei.Killeaw@powerauthority.on.cal 
Sent: Friday, January 07, 2011 3:49 PM 
To: John Mikkelsen 
Cc: Deborah Langelaan; Susan Kennedy; Sebastiana, Rocco; Ivanoff, Paul; Smith, Elliot; Safouh 
Soufi · 
Subject: MPS-TCE Equipment Supply Agreement and MPS Fast Start Proposal- Review of Technical 
Information Provided By MPS ... 
Importance: High 

John, 

We've the following questions and comments: 

Price- We have been given an aggregate price for a number of different items. It seems that the price 
stated in the December 2010 Fast Start Proposal ("the Proposal") includes some cost provisions 
related to project schedule change/delay/suspension. 

Could you please itemize: 
(a) suspension from October 7, 2010 to 31 December 2010; 
(b) delayed delivery; 
(c) additional scope including but not limited to the cost of the increased exhaust and cooling 
system scope (delineated by major works); and 
(d) conversion of the M501GAC to M501GAS Fast Start gas turbine; 

Fast Start- The Equipment Supply Agreement ("ESA") of July 2009.shows in Appendix I that the main 
equipment includes a Static Frequency Converter ("SFC") for starting device. SFC is an option provided 
by equipment suppliers for applications requiring fast start. The alternative would be a starting system 
based on AC electric motor or diesel engine that will take more time to complete the start-up process. 
SFC is used to run-up the machine quickly by using the generator itself as motor from push button to 
ignition speed. We concluded, subject to Item 3 below, that the equipment as originally purchased by 
TCE from MPS includes fast start capability. Is this correct? 
SFC- We noted from page 4:7 ofthe December 2010 proposal in the comment section of line item 16 
the inclusion of "7MW". The original ESA includes a SFC with a rated output of 4MW. MPS to confirm if 
the M501GAC package comes with SFC starting device rated at 4MW as a standard supply from 
Mitsubishi? If not, what is the standard supply for starting device? The reference to 7MW may indicate 
that the SFC has been up-rated and the proposed price is for the size increase and not for the 
installation of a complete system. Further information and explanation is required. The original SFC 
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rating of 4MW may add few minutes to start time of 7MW SFC but may still be acceptable for the 
purpose of offering 30-min OR. This is the most important issue for which we require further 
information and cooperation from MPS; 
Start-up Curve- We have compared the original and latest {December 2010) start up curves from MPS. 
The original may have been composed for a combined cycle where ramping ofthe gas turbine is 
restricted by HRSG thermal stress considerations. The benefit of faster ramping in start-up is not 
specifically discussed in the December 2010 proposal and additional information on this subject is 
required; 

Purge Credit- MPS statement concerning 5 minutes minimum purge is somewhat 
ambiguous and needs more clarification; 
SC v. CC- It would be helpful if MPS can tell us if the start-up curve included in Appendix 
I of Agreement No. 6519 is typical for when the machine is operating in Combined Cycle 
configuration? If so, then it would be helpful if they could provide a start-up curve for 
the machine described in Appendix I, having SFC of 4MW, operating in Simple Cycle 
configuration 
Synchronisation Time- It would appear that 5 minutes to synchronize is used in the 
original start-up curve whereas the latest curve assumes 1 minute. We would like MPS 
to confirm this; 

Additional Technical Information- We would very much like the ramp rates for Simple Cycle 
operation. Could MPS please provide the machine's {M501GAC) normal and maximum ramp up rates 
together with the baseload curve for a temperature range from 16 -100°F? More specifically, we'd 
like ramp rates for the following cases: 
1. To 100% speed no load, 
2. To 60% load and; 
3. From 60 to 100% load 

Thank you, 
Michael 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
120 Adelaide Street West, Suite 1600 
Toronto, Ontario 
M5H 1T1 
416-969-6288 
416-520-9788 {CELL) 
416-967-1947 {FAX) 

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 
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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 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: 

JoAnne Butler 
January 21, 2011 4:20 PM 
Susan Kennedy 

Subject: RE: Revised draft KWC directive 

I don't have any attachments .... 

JoAnne C. Butler 
Vice President, Electricity Resources 
Ontario Power Authority 

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

416-969-6005 Tel. 
416-969-6071 Fax. 
joanne.butler@powerauthoritv.on.ca 

From: Susan Kennedy 
Sent: Viernes, 21 de Enero de 2011 03:51 p.m. 
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 latest". With a view to meeting that timeline, I am putting out a call for 
commentsflnputs/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 10AM on Monday. 

Many thanks, 

Susan H. Kennedy 
Director, Corporate/Commercial Law Group 

From: Susan Kennedy 
Sent: January 20, 2011 4:41 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 
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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. 
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Aleksandar Kojic 

From: 
Sent: 
To: 
Cc: 

JoAnne Butler 
January 21, 2011 5:33 PM 
'rsebastiano@osler.com'; Susan Kennedy; Michael Killeavy; Michael Lyle; Deborah Langelaan 
'ESmith@osler.com' 

Subject: Re: Revised draft KWC directive 

We need the language in there that protects us. If necessary, we take it to higher levels. 

We can catch up on Monday. 

JCB 

From: Sebastiana, Rocco [mailto:RSebastiano@osler.com] 
Sent: Friday, January 21, 2011 05:27 PM 
To: Susan Kennedy; Michael Killeavy; Michael Lyle; JoAnne Butler; Deborah Langelaan 
Cc: Smith, Elliot <ESmith@osler.com> 
Subject: RE: Revised draft KWC directive 

Susan, I'll give this some thought over the weekend, but at first blush, there isn't any easy way to delete that 
key sentence and replace it with something which gives the OP A the necessary negotiating parameters ... 

From: Susan Kennedy [mailto:Susan.Kennedy@powerauthoritv.on.ca] 
Sent: Friday, January 21,'2011 4:57 PM 
To: Michael Killeavy; Michael Lyle; JoAnne Butler; Deborah Langelaan 
Cc: Sebastiana, Rocco 
Subject: RE: Revised draft KWC directive 

This time with attachment- apologies. 

Susan H. Kennedy 
Director, Corporate/Commercial Law Group 

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. 

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. 
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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 10AM on Monday. 

Many thanks, 

Susan H. Kennedy 
Director, Corporate/Commercial Law Group 

From: Susan Kennedy 
Sent: January 20, 2011 4:41 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. 

****************--**"*****-*"***"'**-*"*******"*****"*** 

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

Le contenu du present courriel est privil8gh§, confidentiel et 
soumis a des droits d'auteur. ll est interdit de l'utlliser ou 
de le divulguer sans autorisation. 

---·********"****"""******-**"*****----
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Aleksandar Kojic 

From: 
Sent: 
To: 
Cc: 

Sebastiana, Rocco [RSebastiano@osler.com] 
January 24, 2011 9:43AM 
JoAnne Butler; Susan Kennedy; Michael Killeavy; Michael Lyle; Deborah Langelaan 
Smith, Elliot 

Subject: RE: Revised draft KWC directive 

Susan, 

A few comments on the revised draft Directive, 

In the first paragraph under "Background", consider deleting "an additional". Although this is an 
additional gas plant in Ontario, it is not "an additional gas plant in Kitchener-Waterloo-Cambridge" as far as I 
am aware. Also, in the next sentence, add a space between the words in "the KWC Area" 

Under the heading "Direction", in the paragraph starting "As with all electricity generation projects ... ", 
if this is to remain in the directive then consider adding the word "applicable" before "local, municipal ... " and 
delete the word "local" as the word does not have a legal meaning given that "municipal" is already there. So, 
it would read "''undergo all applicable municipa_[ and environmental approvals ... " This way, if the project if 
exempted from certain municipal approvals (as in the case ofPEC and YEC), then they would not be 
applicable. 

Regarding the sentence "In negotiating ... ", I think that the revised words circulated on Friday, do not 
provide the OP A with the comfort it needs to include costs from OGS, but at least there is some reference to it . • Deleting the sentence altogether is not the answer, but I can't think of something to replace it with without a 
reference back to OGS. I agree with JoAnne, that we need to do whatever we can to insist that the language 
remain in the directive otherwise we'll either be stuck with a law suit on our hands by TCE or alternatively, the 
OP A may be stuck with a challenge from at the OEB if it includes OGS costs in the KWC contract without a 
directive to do so. 

Thanks, Rocco 

From: JoAnne Butler [mailto:joanne.butler@powerauthority.on.ca] 
Sent: Friday, January 21, 2011 5:33 PM 
To: Sebastiana, Rocco; Susan Kennedy; Michael Killeavy; Michael Lyle; Deborah Langelaan 
Cc: Smith, Elliot 
Subject: Re: Revised draft KWC directive 

We need the language in there that protects us. If necessary, we take it to higher levels. 

We can catch up on Monday. 

JCB 

From: Sebastiana, Rocco [mailto:RSebastiano@osler.com] 
Sent: Friday, January 21, 2011 05:27 PM 
To: Susan Kennedy; Michael Killeavy; Michael Lyle; JoAnne Butler; Deborah Langelaan 
Cc: Smith, Elliot <ESmith@osler.com> 
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Subject: RE: Revised draft KWC directive 

Susan, I'll give this some thought over the weekend, but at first blush, there isn't any easy way to delete 
that key sentence and replace it with something which gives the OP A the necessary negotiating 
parameters ... 

From: Susan Kennedy [mailto:Susan.Kennedy@powerauthority.on.ca] 
Sent: Friday, January 21, 2011 4:57 PM 
To: Michael Killeavy; Michael Lyle; JoAnne Butler; Deborah Langelaan 
Cc: Sebastiane, Rocco · 
Subject: RE: Revised draft KWC directive 

This time with attachment- apologies. 

Susan H. Kennedy 
Director, Corporate/Commercial Law Group 

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: 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 latest". 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 (Le. 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 DAM on Monday. 

Many thanks, 

Susan H. Kennedy 
Director, Corporate/Commercial Law Group 

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

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

Le contenu du present courriel est privih§git§, confidentiel et 
SOumis a des droits d'auteur. ll est interdit de l'utiliser OU 
de le divulguer sans autorisation. 
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Aleksandar Kojic 

From: 
Sent: 
To: 

JoAnne Butler 
January 24, 2011 10:05 AM 
Ben Chin 

Subject: FW: Revised draft KWC directive 

Importance: High 

As discussed ... any bright ideas?? 

JoAnne C. Butler 
Vice President, Electricity Resources 
Ontario Power-Authority 

120 Adel.aide Street West, Suite 1600 
Toronto, Ontario MSH 1T1 

416-969-6005 Tel. 
416-969-6071 Fax. 
joanne.butler@powerauthority.on.ca 

From: Sebastiane, Rocco [mailto:RSebastiano@osler.com] 
Sent: Lunes, 24 "de Enero de 2011 09:43a.m. 
To: JoAnne Butler; Susan Kennedy; Michael Killeavy; Michael Lyle; Deborah Langelaan 
Cc: Smith, Elliot 
Subject: RE: Revised draft KWC directive 

Susan, 

A few comments on the revised draft Directive, 

In the first paragraph under "Background", consider deleting "an additional". Although this is an 
additional gas plant in Ontario, it is not "an additional gas plant in Kitchener-Waterloo-Cambridge" as far as I 
am aware. Also, in the next sentence, add a space between the words in "the KWC Area" 

Under the heading "Direction", in the paragraph starting "As with all electricity generation projects ... ", 
if this is to remain in the directive then consider adding the word "applicable" before "local, municipal ... " and 
delete the word "local" as the word does not have a legal meaning given that "municipal " is already there. So, 
it would read '"'undergo all applicable municipal and environmental approvals ... " This way, if the project if 
exempted from certain municipal approvals (as in the case ofPEC and YEC), then they would not be 
applicable. 

Regarding the sentence "In negotiating ... ", I think that the revised words circulated on Friday, do not 
provide the OP A with the comfort it needs to include costs from OGS, but at least there is some reference to it. 
Deleting the sentence altogether is not the answer, but I can't think of something to replace it with without a 
reference back to OGS. I agree with JoAnne, that we need to do whatever we can to insist that the language 
remain in the directive otherwise we'll either be stuck with a law suit on our hands by TCE or alternatively, the 
OP A may be stuck with a challenge from at the OEB if it includes OGS costs in the KWC contract without a 
directive to do so. 

Thanks, Rocco 
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From: JoAnne Butler [mailto:joanne.butler@powerauthority.on.ca] 
Sent: Friday, January 21, 2011 5:33 PM 
To: Sebastiana, Rocco; Susan Kennedy; Michael Killeavy; Michael Lyle; Deborah Langelaan 
Cc: Smith, Elliot 
Subject: Re: Revised draft KWC directive 

We need the language in there that protects us. If necessary, we take it to higher levels. 

We can catch up on Monday. 

JCB 

From: Sebastiana, Rocco [mailto:RSebastiano@osler.com] 
Sent: Friday, January 21, 2011 05:27 PM 
To: Susan Kennedy; Michael Killeavy; Michael Lyle; JoAnne Butler; Deborah Langelaan 
Cc: Smith, Elliot <ESmith@osler.com> 
Subject: RE: Revised draft KWC directive 

Susan, I'll give this some thought over the weekend, but at first blush, there isn't any easy way to delete 
that key sentence and replace it with something which gives the OP A the necessary negotiating 
. parameters ... 

From: Susan Kennedy [mailto:Susan.Kennedy@powerauthority.on.ca] 
Sent: Friday, January 21, 2011 4:57 PM 
To: Michael Killeavy; Michael Lyle; JoAnne Butler; Deborah Langelaan 
Cc: Sebastiana, Rocco 
Subject: RE: Revised draft KWC directive 

This time with attachment- apologies. 

Susan H. Kennedy 
Director, Corporate/Commercial Law Group 

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: 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 latest". With a view to meeting that time line, 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 be.low email 
to the version MEl sent over (i.e. the version we've been editing from). 
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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 10AM on Monday. 

Many thanks, 

Susan H. Kennedy 
Director, Corporate/Commercial Law Group 

From: Susan Kennedy 
Sent: January 20, 2011 4:41 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 fmancial 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. 

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

Le contenu du present courriel est privilt§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: 

Importance: 

Susan Kennedy 
January24, 201110:17 AM 
Michael Killeavy; JoAnne Butler; 'Sebastiana, Rocco' 
Michael Lyle 
Directive 
RE: Directive Blackline; Directive Blackline; Draft Directive 

High 

Attached, fyi, is what I just sent to MEl legal- sorry for the jam but Craig MacLennan gave MEl 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 MEl 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 let 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. Ken.nedy 
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 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: 'Calwell, Carolyn (MEl)' 
Subject: Directive Blackline 

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 
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Aleksandar Kojic 

From: 
Sent: 
To: 
Subject: 

JoAnne Butler 
January 25, 2011 4:38 PM 
Colin Andersen 
FW: Directive 

Attachments: RE: Directive Blackline; Directive Blackline; Draft Directive 

Importance: High 

FYI. I would like to talk about this in Exec meeting tomorrow .... 

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@powerauthoritv.on.ca 

From: Susan Kennedy 
Sent: Lunes, 24 de Enero de 201110:17 a.m. 
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 MEl 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 MEl 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 let 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 
E: susan.kennedy@powerauthority.on.ca 

1 



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: 'Calwell, Carolyn (ME!)' 
Subject: Directive Blackline 

Attached. 

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: Susan Kennedy 
Sent: January 26, 2011 1 :06 PM 
To: 
Subject: 

Michael Killeavy; JoAnne Butler; Deborah Langelaan; Michael Lyle 
FW: Direction 

Attachments: KWC TransCanada Direction.26 01 2011.cln.docx 

Importance: High 

Attached is the directive from MEL Carolyn Calwell gave me a callf'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 (MEl) [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 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 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. 

1 



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 

-0 ~ 
;((~' ""4£9 

Dear Mr. Andersen, '.0, ~' ·--%~:&- ---~/. 
4?10- -~:.. 

0:: '1';: ·--:::;- :: 
Re: Kitchener-Waterloo-Cambridge Area New Supply /i!?c;;, '''%0 '4'$' 

q· -~-~ '1:~ 
/ >;: if!4, . ·:f;; 

I write in connection with my authority as the Minister of Energ~m or~;'"fo, exercise the 
. . . . . . #'~- 'I%.. '%/,, .» / . 

statutory power ofrmrustenal drrection that I have m respect,otllie 0ntano PowerAuthonty (the 
'l9; '''1-':Y, ''-='0-

"0PA") under section 25.32 of the Electricity Act, 1998 (the ''Act"). '%, ''''' 
-:?.:;., ··-:%-::: -:,t_ .;.y 

--~- ···<x- m 
Background ~-0'», "1%:/, 1-i!! 

·-Y~. ·--?--/;? 
·«;, --./: 

The 2007 proposed Integrated Power System Plan fcf~ast~:f'n,eed for a gas plant in Kitchener-
. ~~ /.1'?'0: ''<''l, 

Waterloo-Cambridge (the "KWC Area"). Buildiilg on ilie needs identified in the 2007 plan, in 
·0,;.._.% ·0-.. -~ :r··· 

our Long Term Energy Plan, the Govenrrnen;f•jgentifi.<';d the value of natural gas generation for .. ,//. ·.;-;-. 

peak needs where it can address local anctsy~1eril'"r~lia)mity issues. The Govenrrnent confirmed 
. :/. 0; 0/. /.:Y: 

the continued need for a clean, modern rtafural gas-tiled plant in the KWC Area. 
~>- 1~71~:;;,., --~,%'~% ''"\o::-

The Govenrrnent has detemih~;J ~i!ll;;.ffiput''apd advice from the OPA that it is prudent and 
necessary to build a simple cyde nttfural"gas-frred power plant that has contract capacity of 

/?, 'l'.(ij ~:/. ·-:-::;:/, ''•::"0: i'' 
approximately 450NQV fo~,. depjoyn{~p.t in the KWC Area by the spring of 2015 (the "KWC 
Project") to meet loc:J:~:Yst~\'4;, ri'e~,~s~fu the KWC Area, demand is growing at more than twice 

·-%//,, ''/· ••. {. 
the provincial rate. •.. . ' .• ,.. "'•·, 

~::.:~'l<\:%-::-.; .. :;;-,;'.:::;;;:,, 
Pursuant to a pirection aated August 18, 2008 (the "2008 Direction"), the OPA procured from 

--::-%%;~;-h -~-::::-, '~+· 

Tran;J;!!IJ.ad¥Jner&{;' Lt~; C'TransCanada") the design, construction and operation of a 900MW 
natufr gas ge!).yrati4g siation in Oakville (the "Oakville Generating Station"). On October 7, 
2010%l announ~d tffiit the Oakville Generating Station would not proceed as changes in demand 

0/, ~ 

and supply,f~Jt<Jtmade the Oakville Generating station no longer necessary. 

In light of the foregoing, together with the OP A, the Govenrrnent 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 OP A should look for opportunities to reprofile 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 servicei'lfat~oJino later than 

o • 'D~ spnng of2015 to meet the demand needs of the commumty. z ··?% 
~~ ·%:. __ ;; 

.//#,_ ~;, ~%f!P 
As with all electricity generation projects procured by the OP A, the KWG, Project shall be 

·:r @ -70 
required to undergo all applicable municipal and environmental appr<J;\ia(s tq}eftsure

7lt meets or 
~it ~ r:/,;: 

exceeds regulated standards, including those for air qualit)):_i%:fioise,. 3dpur aiic},.,vibration. Any 0£ ·-~- '%.; -/// 
duty to consult and accommodate Aboriginal communities ori\the KWG, Pfoject must be fulfilled. 

% •/~ -~ ~ 

F I . th OPA . . d b thi%d. . % ~ . "th or greater c anty, e IS not requrre y s · .gectwn · r~ emer mto a contract WI 

TransCanada if it is unable to reach agreement wi~ TfansCanad~ terms that satisfy the 
requirements of this direction and fully consider rat&P'~)fer;r~interests. In such event, the OP A 

• • • -0, ·.- • W!~.?--. -.-~ . . 
may seek to recover Its costs, If any, rela~g-"Jo"t!)~ ~plew~ntatwn agreement m accordance 

. h . t h "ty ''f;}}J -;;;«• "X~'l..// Wit Its statu ory aut on . z?!). ··!-, ''i:x 
··-- -~1:;:,.. -:::;\ 

_;%J;:~. '":% ' %';-

I further direct that the 2008 Direction is'nereb'yiJ:eVbked. 
-~ -,~ .. 

''l: ~/--' 1':}h :;:.r;, 
This direction shall be effectiv"'and;binding as,ofthe date hereof 

-~;; %-.J! .;% 

i/7-~ r~:,,~ 
~ % ~ ~ 
~l~- ~r- ~:~. ~, 

Y"4i. '/(·?- --~;;:;v 
Brad Duguid /;-;:9~_--· ·-:'%~ ::-~:;-& 

Minister of Energy~--~~~>::: ... ;;.-~\:-. 
. '0:-.;; "'{%--/. •// 

·-- !jf':f-?:;;::~ •• -%~~- ·q; 
:1-J:f/~- ;;:_ ·--~-- ·(-~-w· ·-1, -~ --~-
~ s,. & 
-?} ·-:~ _%; %, ·:{?/%:&' 

.;-;--,, ~ 

·.;_:f:J;:@////4~ 
///if)?' 



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 MSH 1T1 

416-969-6005 Tel. 
416-969-6071 Fax. 
joanne.butler@powerauthority.on.ca 

From: Susan Kennedy 
Sent: Miercoles, 26 de Enero de 2011 01:06 p.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 (MEl) [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. 

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. 

2 



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 Tl 

J/ -5:· . 
{ff' -;~%1? 

Dear Mr. Andersen, %;.~ - '~!%~;;, 
-~-- ·:'1;~.?~?'.-.. .:':; 

Re: Kitchener-Waterloo-Cambridge Area New Supply J;, ''"•·· ··<v 
0- '% -~;~--

I write in connection with my authority as the Minister of Energytm" or~"fo ·:~ercise the 
#ff/0///. ~- % /:1 '/ 

statutory power of ministerial direction that I have in respec~~ft!H)"'Qg~g Po\Vef'Authority (the 
"OP A") under section 25.32 of the Electricity Act, 1998 (the "A,9t''). ''% "\. 

-'% '>'::::; ~ ·-· 

Background "<:~"""-'%;, ·%~,*~J 
The 2007 proposed Integrated Power System Plan f§~i'!!st:~'D,eed for a gas plant in Kitchener
Waterloo-Cambridge (the "KWC Area"). Buildirig ~n ~riee~ identified in the 2007 plan, in 

"·<;7.1% ~- ''%- !if'/ . 
our Long Term Energy Plan, the GovernmenW%entifi.\),~ ·the'Value of natural gas generation for 
peak needs where it can address local and,;.sy~Jem'l;j"liahllity issues. The Government confirmed 
the continued need for a clean, modem n'a~al~~-fifi!ll plant in the KWC Area. 

//, «»:.:::::~,. ·-:;?.<?;; <{;;: 

The Government has deterrriibed ~th,J\tpuf'i'imd advice from the OP A that it is prudent and 
''%.-. ''1-#J' /; ., 

necessary to build a simple 9:YC!e~.natgralJias-frred power plant that has contract capacity of 
'// ~ % <}: ·%?.-'%/ 

approximately 450JvQV 'fo~ M~Ioyill9~~ 'llf the KWC Area by the spring of 2015 (the "KWC 
Project") to meet lociil;~ste'm_,,~~.~~Uil\. the KWC Area, demand is growing at more than twice 
the provincial rate . ..,7 _..··, ··"'-':,. ••· .. ,, 

:;;J1·>::;;}t:;_.,.- ~;;;?:::/.. ·-

Pursuant to a girectipn da~~d August 18, 2008 (the "2008 Direction"), the OP A procured from 
;?.,-;»;:;:% *'· -~;. 

Tran~g@.ad~Ener~ L\g. ("TransCanada") the design, construction and operation of a 900MW 
natuflfl gas #neratllfg station in Oakville (the "Oakville Generating Station"). On October 7, 
201 Wt~oW:2€ct:t!ili:t the Oakville Generating Station would not proceed as changes in demand 

-::/, ;z 

and supply,have"made the Oakville Generating station no longer necessary. 
-~%%'0:1:g-: 

In light of the foregoing, together with the OPA, the Government 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 
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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 reprofile investments already made by 
TransCanada. 

It is anticipated that the OP A 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 servic~at~~ilo later than 

. . '%-./(~%~ 
spnng of2015 to meet the demand needs of the commumty. J?ff "''" 

~ *% /. 
,//h. :::?'& ~~ 

As with all electricity generation projects procured by the OP A, the ~WG. Pi'oj~ct shall be 
required to undergo all applicable municipal and environmental appro~a!S t~Il'sure"lt meets or 

~/,;/~ 1% ~0: 
exceeds regulated standards, including those for air quality#ilo'ise, o.yfiour ail:d."vibration. Any 

~~ ''% ''4 '-'//// 
duty to consult and accommodate Aboriginal communities mtthe KW@ Pi'oj ect must be fulfilled. 

~ ·--~ -,~ 

For greater clarity, the OPA is not required by· thi~dire.ctio~Q eufer into a contract with 
"" '0~ TransCanada if it is unable to reach agreement wi~ Ti"ansCanadll· on terms that satisfy the 

requirements of this direction and fully consider rat~~er;;"i;futerests. In such event, the OP A 
• • • 0. --~~- -~. . 

may seek to recover 1ts costs, 1f any, relatlll,g_,Jo't!J,!' l!Qplep~ntatwn agreement m accordance 
with its statutory authority. r(. ""\, ''0.yJ} 

--·· -::h. --~ :;;rMz -~/. -;:-, 
I further direct that the 2008 Direction is Iilireb'y'/re.J'iSked. '% '% .. 

//-0 % % -~ 4-'flSf •. ~ ~ 
This direction shall be effective and'binoing a§ of the date hereof. 

--~ '%£ h '/9 

{!/ ** "'· ~o/41 ~ /, % '% 
·i: ~ % ~ 
-~~~ ~- ~(;'•·---~~ . <%::~. ·-<~ •<;;-;;. 

Brad Dugu1d "*"'' ·1:, · · ~., 
• 0 1?":-;<;:.-,, '?";;;: 

Mrmster ofEnergyfli '"'" r<, . ·;«;; :~ --/ 
///•·· -~x- % //(,/;.->;): 4•. --7.· f%/' .• -%:: "0,, ' 

)'jff:;;.._ ~: Y- ·-~t tr · ~%- :~<k --~-
,:-: 'f''l ~.-.;, ·-a: ;;; '//. 
~- ~g-..rff 
~fx ;;. 

;/,,_ ;;~ 

~<?'%/'::i# 



Aleksandar Kojic 

From: 
Sent: 
To: 
Cc: 

Sebastiana, Rocco [RSebastiano@osler.com] 
January 26, 2011 4:50 PM 
JoAnne Butler 

Subject: 
Michael Killeavy; Susan Kennedy; Michael Lyle; Deborah Langelaan; Smith, Elliot 
RE: Direction 

JoAnne, I'll keep my comments focussed on the key issues in the revised directive, as there are numerous 
grammatical errors, defined term references and other typos that also need to get cleaned up before this gets 
fmalized. 

Last sentence of the first paragraph under "Direction". The clause "look for opportunities to reprofile 
investments already made by TransCanada" would address our efforts regarding the MPS equipment supply 
contract and the fast-start conversion; however, costs incurred on OGS (such as payments made to Ford for real 
property, demolition, contract cancellation, legal and other costs on the legal challenges to the municipal 
interim control by-law, etc ... ) are sunk costs which cannot be "reprofiled" for use on KWC or any other 
project. As such, the $33.6 million (unsubstantiated) costs which TCE has listed as "non-recoverable costs" for 
OGS would not be captured by this statement. Furthermore, the loss of the anticipated financial value of the 
contract for OGS (i.e., the alleged $503 million NPV that TCE has quoted) could not be characterized as an · 
investment to be "reprofiled" but is an alleged damage flowing from the termination of the contract. To keep 
this in focus, what we are really talking about is the difference between the anticipated financial value of the 
OGS contract versus the anticipated fmancial value of the KWC contract (without any adjustment or "adder" 
for the OGS non-recoverable costs). It is this difference that TCE would want to recover as an adder to the 
NRR on the KWC contract, in addition to the adder for the OGS non-recoverable costs. 

Second paragraph under "Direction", not sure how to give legal meaning to "having regard to ... the 
mutual tenilination of the contract for the Oakville Generation Project..." It could be interpreted simply to 
mean that by entering into the contract for the KWC project, the OP A and TCE will agree to mutually terminate 
the OGS contract. Reading between the lines, and in particular, the words that are now omitted, we can 
certainly speculate that these words are intended to mean a lot more than that, but if we were to ask a third party 
to read this without any context and ask her whether this could be read to mean that the OPA can include the 
alleged loss of the anticipated financial value of the terminated contract, we'd have a hard time convincing her 
of this argument, particularly given that the OGS contract contains a waiver of indirect or consequential 
damages (such as loss of profits) in Article 14. 

All of this to say, if the OPA were to receive this directive as drafted, it would not legally permit the OPA to 
include in the economic value of the KWC contract those costs which TCE would seek to recover as damages 
in a breach of contract claim under the OGS contract or under the terms of the October 7 OP A letter to TCE. 

Regards, Rocco 

From: JoAnne Butler [mailto:joanne.butler@powerauthority.on.ca] 
Sent: Wednesday, January 26, 2011 3:33 PM 
To: Sebastiana, Rocco; Smith, Elliot 
Cc: Michael Killeavy; Susan Kennedy; Michael Lyle; Deborah Langelaan 
Subject: FW: Direction 
Importance: High 

Can we get your comments on this one? Colin is trying to buy us some time .... thanks ... 

1 



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@powerauthoritv.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 (MEl) [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 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. I 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 of Infrastructure 
Legal Services Branch 
Ministry of the Attorney General 
777 Bay Street, Suite 425 
Toronto ON M5G 2E5 
416.212.5409 

2 



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. 

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 no~ 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 privlh§gle, confidentiel et 
soumis a des droits d'auteur. lJ est interdit de l'utiliser ou 
de Je divulguer sans autorisation. 

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

From: 
Sent: 
To: 
Subject: 

JoAnne Butler 
January 26, 2011 8:36 PM 
Colin Andersen 
Fw: Direction 

As discussed ... external counsel's comments ... 

JCB 

From: Sebastiana, Rocco [mailto:RSebastiano@osler.com] 
Sent: Wednesday, January 26, 2011 04:49 PM 
To: JoAnne Butler 
Cc: Michael Killeavy; Susan Kennedy; Michael Lyle; Deborah Langelaan; Smith, Elliot <ESmith@osler.com> 
Subject: RE: Direction 

JoAnne, I'll keep my comments focussed on the key issues in the revised directive, as there are numerous 
grammatical errors, defined term references and other typos that also need to get cleaned up before this gets 
finalized. 

Last sentence of the first paragraph under "Direction". The clause "look for opportunities to reprofile 
investments already made by TransCanada" would address our efforts regarding the MPS equipment supply 
contract and the fast-start conversion; however, costs incurred on OGS (such as payments made to Ford for real 
property, demolition, contract cancellation, legal and other costs on the legal challenges to the municipal 
interim control by-law, etc ... ) are sunk costs which cannot be "reprofiled" for use on KWC or any other 
project. As such, the $33.6 million (unsubstantiated) costs which TCE has listed as "non-recoverable costs" for 
OGS would not be captured by this statement. Furthermore, the loss of the anticipated financial value of the 
contract for OGS (i.e., the alleged $503 million NPV that TCE has quoted) could not be characterized as an 
investment to be "reprofiled" but is an alleged damage flowing from the termination of the contract. To keep 
this in focus, what we are really talking about is the difference between the anticipated financial value of the 
OGS contract versus the anticipated financial value of the KWC contract (without any adjustment or "adder" 
for the OGS non-recoverable costs). It is this difference that TCE would want to recover as an adder to the 
NRR on the KWC contract, in addition to the adder for the OGS non-recoverable costs. 

Second paragraph under "Direction", not sure how to give legal meaning to "having regard to ... the 
mutual termination of the contract for the Oakville Generation Project. .. " It could be interpreted simply to 
mean that by entering into the contract for the KWC project, the OPA and TCE will agree to mutually terminate 
the OGS contract. Reading between the lines, and in particular, the words that are now omitted, we can 
certainly speculate that these words are intended to mean a lot more than that, but if we were to ask a third party 
to read this without any context and ask her whether this could be read to mean that the OP A can include the 
alleged loss of the anticipated financial value of the terminated contract, we'd have a hard time convincing her 
of this argument, particularly given that the OGS contract contains a waiver of indirect or consequential 
damages (such as loss of profits) in Article 14. 

All of this to say, if the OPA were to receive this directive as drafted, it would not legally permit the OPA to 
include in the economic value of the KWC contract those costs which TCE would seek to recover as damages 
in a breach of contract claim under the OGS contract or under the terms of the October 7 OP A letter to TCE. 

Regards, Rocco 
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From: JoAnne Butler [mailto:joanne.butler@powerauthority.on.ca] 
Sent: Wednesday, January 26, 2011 3:33 PM 
To: Sebastiana, Rocco; Smith, Elliot 
Cc: Michael Killeavy; Susan Kennedy; Michael Lyle; Deborah Langelaan 
Subject: FW: Direction 
Importance: 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 MSH 1T1 

416-969-6005 Tel. 
416-969-6071 Fax. 
joanne.butler@powerauthoritv.on.ca 

From: Susan Kennedy 
Sent: Miercoles, 26 de Enero de 2011 01:06 p.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 callf'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 (MEl) [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 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. I 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 
NDeputy Director 
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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. 

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 
copyright. Any unauthorized use or disclosure is prohibited. 

Le contenu du present courriel est prlvi!Elgie, confidentiel et 
soumls a des droits d'auteur. ll est lnterdit de l'utiliser au 
de le divulguer sans autorisation. 
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Aleksandar Kojic 

From: JoAnne Butler 
Sent: January 28, 2011 5:31 PM 
To: Michael Killeavy; Deborah Langelaan; 'rsebastiano@osler.com'; 'safouh@smsenergy

engineering.com' 
Cc: Susan Kennedy; 'ESmith@osler.com'; Anshul Mathur 
Subject: Re: (Revision.A)[REPL Y about PRICE]Re: FW: MPS-TCE Equipment Supply Agreement and 

MPS Fast Start Proposal- Review of Technical Information Provided By MPS ... 

We said all along, and even mentioned it in the meeting on Tuesday, that intuitively, the $3MM seemed low so this isn't 
too surprising. 

What is the team's recommendation and when do we need to let them know?? 

JCB 

From: Michael Killeavy 
Sent: Friday, January 28, 2011 04:40 PM 
To: Deborah Langelaan; JoAnne Butler; 'RSebastiano@osler.com' <RSebastiano@osler.com>; 'safouh@smsenergy
engineering.com' <safouh@smsenergy-engineering.com> 
Cc: Susan Kennedy; 'ESmith@osler.com' <ESmith@osler.com>; Anshul Mathur 
Subject: Re: (Revision.A)[REPLY about PRICE]Re: FW: MPS-TCE Equipment Supply Agreement and MPS Fast Start 
Proposal - Review of Technical Information Provided By MPS ... 

That was convenient. 

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.killeavy@powerauthority.on.ca 

From: Deborah Langelaan 
Sent: Friday, January 28, 2011 04:36 PM 
To: Michael Killeavy; JoAnne Butler; 'RSebastiano@osler.com' <RSebastiano@osler.com>; 'safouh@smsenergy
engineering.com' <safouh@smsenergy-engineering.com> 
Cc: susan Kennedy; 'ESmith@osler.com' <ESmith@osler.com>; Anshul Mathur 
Subject: RE: (Revision.A)[REPLY about PRICE]Re: FW: MPS-TCE Equipment Supply Agreement and MPS Fast Start 
Proposal - Review of Technical Information Provided By MPS ... 

It's my understanding that TCE heard about this after they approached MPS with the new approach for lifting the 
suspension that we discussed at yesterday afternoon's meeting. 

Deb 
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Deborah Langelaan I Manager, Natural Gas Projects I OPA I 
Suite 1600-120 Adelaide St. W. I Toronto, ON M5H 1T1 I 
1': 416.969.6052 IF: 416.967.19471 deborah.langelaan@powerauthoritv.on.ca 1 

From: Michael Killeavy 
Sent: January 28, 2011 4:33 PM 
To: Deborah Langelaan; JoAnne Butler; 'RSebastiano@osler.com'; 'safouh@smsenergy-engineering.com' 
Cc: Susan Kennedy; 'ESmith@osler.com'; Anshul Mathur 
Subject: Re: (Revision.A)[REPLY about PRICE]Re: FW: MPS-TCE Equipment Supply Agreement and MPS Fast Start 
Proposal - Review of Technical Information Provided By MPS ... 

Do we know if this was disclosed prior to TCE approaching it about proceeding with fast start or afterwards? 

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.killeavy@powerauthority.on.ca 

From: Deborah Langelaan 
Sent: Friday, January 28, 2011 04:27 PM 
To: JoAnne Butler; Michael Killeavy; Rocco Sebastiana (rsebastiano@osler.com) <rsebastiano@osler.com>; 'Safouh Soufi 
(safouh@smsenergy-engineering.com)' <safouh@smsenergy-engineering.com> 
Cc: Susan Kennedy; 'Smith, Elliot' <ESmith@osler.com>; Anshul Mathur 
Subject: FW: (Revision.A)[REPLY about PRICE]Re: FW: MPS-TCE Equipment Supply Agreement and MPS Fast Start 
Proposal - Review of Technical Information Provided By MPS .•• 

There has been a new turn of events with MPS. As you will read below MPS mistakenly included the price for the 7 MW 
SFC in "Bucket C" and they just realized today that it should have been included in "Bucket D". The change does not 
impact the overall cost of conversion ($33 MM) but it does change the allocation of $3 MM that results in "Bucket C" being 
$12 MM and "Bucket D" being $6 MM. 

Based on this new information is the OPA still agreeable to not objecting to TCE releasing the MPS contract from 
suspension? 

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@powerauthoritv.on.ca 1 

From: John Mikkelsen [mailto:john_mikkelsen@transcanada.com] 
Sent: January 28, 2011 4:17 PM 
To: Deborah Langelaan 
Cc: Geoff Murray; Terri Steeves; Terry Bennett; John Cashin 
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Subject: FW: (Revision.A)[REPLY about PRICE]Re: FW: MPS-TCE Equipment Supply Agreement and MPS Fast Start 
Proposal - Review of Technical Information Provided By MPS 000 

Dear Deborah, 

Further to our discussion MPS has identified a required change to facilitate the splitting of the scope for release from 
suspension that we have discussed yesterday. The change is described in the following e-mail received this afternoon. 

Further to your e-mail of this afternoon, can you please review the following and confirm that the OPA continues to 
support release from suspension on Monday? 

Please do not hesitate to contact me should you have any questions. 

Best regards, 

John Mikkelsen, PoEngo 

Director, Eastern Canada, Power Development 

TransCanada 

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

Tel: 416o869o2102 

Fax:416o869o2056 

Cell:416o559o1664 

From: KNamba@mpshqocom [mailto:KNamba@mpshqocom] 
Sent: Friday, January 28, 2011 3:14PM 
To: Terri Steeves 
Cc: GeorgeoPapaioanou@mpshqocom; John Mikkelsen; jpm-tec@comcast.net; KNamba@mpshqocom; Mark Brache; 
PhiloPrigge@mpshqocom; Bill Small; newsomb@oscompshqocom; sueki@mpshqocom; wunderg@oscompshqocom; 
KNamba@mpshqocom 
Subject: (RevisionoA)[REPL Y about PRICE]Re: FW: MPS-TCE Equipment Supply Agreement and MPS Fast Start Proposal 
- Review of Technical Information Provided By MPS 000 

(Revision.A) 

Terri-san, 

As Bill (Newsom) informed you, we mistakenly included some amount in bucket 2 which is actually belong to bucket 3. 
Please see the correct numbers as follows. 
We will review a revised LOA#4 Release from Suspension sent from you today (Jan 28, 2010) and will reply with our 
comment (if any) by the end of today or Monday (Jan 31, 2010) noon. 

1. Price- We have been given an aggregate price for a number of different items. It seems that the price stated in the 
DeCember 2010 Fast Start Proposal e'the Proposal") includes some cost provisions related to project schedule 
change/delay/suspension. 
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·Could you please itemize: 

(a) suspension from October 7, 2010 to 31 December 2010 and (b) delayed delivery; 

[REPLY] US$ 15 Million 

(c) additional scope including but not limited to the cost of the increased exhaust and cooling system scope (delineated by major 
works); and 

[REPLY] US$12 Million 

(d) conversion of the M501GAC to MS01GAC Fast Start gas turbine; 

[REPLY] US$ 6 Million 

Best regards, 

Namba (MPS) 

Terri Steeves <terri_steeves@transcanada.com> 

2011/01/1011:18 

Phil/ Namba-san, 

To "Prigge, Phil" <Phii.Prigge@mpshq.com>, <KNamba@mpshq.com> 

cc "Papaioanou, George" <George.Papaioanou@mpshq.com>, Bill Small 
<william_small@transcanada.com>, Mark Brache <mark_brache@transcanada.com>, 
<jpm-tec@comcast.net>, John Mikkelsen <john_mikkelsen@transcanada.com>, Bill 
Small <william_small@transcanada.com> 

Subject FW: MPS-TCE Equipment Supply Agreement and MPS Fast Start Proposal- Review 
ofTechnicallnformation Provided By MPS ... 

Please find attached the request for additional information from the OPA. As I suspected, the OPA is looking for a more 
detailed breakdown of the costs. I believe the OPA needs to be able to reconcile the estimate and demonstrate. to their 
decision makers that the cast is justified. Without the breakdown, they are having difficultly with their justification. I believe 
the breakdown would demonstrate further that the fast start conversion is very economic (versus going simple cycle with 
the original GAG machine). 

If you have any questions, please let me know, otherwise we can discuss tomorrow. 

Thank you, 
Terri 

From: Michael Killeavy [mailto:Michaei.Killeavy@powerauthority.on.ca] 
Sent: Friday, January 07, 2011 3:49 PM 
To: John Mikkelsen 
Cc: Deborah Langelaan; Susan Kennedy; Sebastiana, Rocco; Ivanoff, Paul; Smith, Elliot; Safouh Soufi 
Subject: MPS-TCE Equipment Supply Agreement and MPS Fast Start Proposal - Review of Technical Information 
Provided By MPS ... 
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Importance: High 

John, 

We've the following questions and comments: 

1. Price- We have been given an aggregate price for a number of different items. It seems that the price stated in the 
December 2010 Fast Start Proposal ("the Proposal") includes some cost provisions related to project schedule 
change/delay/suspension. 

Could you please itemize: 

(a) suspension from October 7, 2010 to 31 December 2010; 

(b) delayed delivery; 

(c) additional scope including but not limited to the cost of the increased exhaust and cooling system scope (delineated by major 
works); and 

(d) conversion of the MS01GAC to MS01GAS Fast Start gas turbine; 

2. Fast Start- The Equipment Supply Agreement ("ESA") of July 2009 shows in Appendix I that the main equipment includes a 
Static Frequency Converter (11SFC") for starting device. SFC is an option provided by equipment suppliers for applications requiring 
fast start. The alternative would be a starting system based on AC electric motor or diesel engine that will take more time to 
complete the start-up process. SFC is used to run-up the machine quickly by using the generator itself as motor from push button to 
ignition speed. We concluded, subject to Item 3 below, that the equipment as originally purchased by TCE from MPS includes fast 
start capability. Is this correct? 

3. SFC- We noted from page 4-7 of the December 2010 proposal in the comment section of line item 16 the inclusion of 
'7MW". The original ESA includes a SFC with a rated output of 4MW. MPS to confirm if the M501GAC package comes with SFC 
starting device rated at 4MW as a standard supply from Mitsubishi? If not, what is the standard supply for starting device? The 
reference to 7MW may indicate that the SFC has been up-rated and the proposed price is for the size increase and not for the 
installation of a complete system. Further information and explanation is required. The original SFC rating of 4MW may add few 
minutes to start time of 7MW SFC but may still be acceptable for the purpose of offering 30-min OR. This is the most important 
issue for which we require further information and cooperation from MPS; 

4. Start-up Curve- We have compared the original and latest (December 2010) start up curves from MPS. The original may 
have been composed for a combined cycle where ramping of the gas_ turbine is restricted by HRSG thermal stress considerations. 
The benefit of faster ramping in start-up is not specifically discussed in the December 2010 proposal and additional information on 
this subject is required; 

1. Purge Credit- MPS statement concerning 5 minutes minimum purge is somewhat ambiguous and needs more clarification; 

2. SC v. CC -It would be helpful if MPS can tell us if the start-up curve included in Appendix I of Agreement No. 6519 is typical 
for when the machine is operating in Combined Cycle configuration? If so, then it would be helpful if they could provide a start-up 
curve for the machine described in Appendix I, having SFC of 4MW, operating in Simple Cycle configuration 

3. Synchronisation Time -It would appear that 5 minutes to synchronize is used in the original start-up curve whereas the 
latest curve assumesl minute. We would like MPS to confirm this; 

5. Additional Technical Information- We would very much like the ramp rates for Simple Cycle operation. Could MPS please 
provide the machine's (M501GAC) normal and maximum ramp up rates together with the baseload curve for a temperature range 
from 16 -100°F? More specifically; we1d like ramp rates for the following cases: 
1. To 100% speed no load, 
2. To 60% load and; 
3. From 60 to 100% load 
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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 lTl 
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 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 Trans Canada 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 inunediately and delete the original 
message. 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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Aleksandar Kojic 

From: Michael Killeavy 
Sent: January 28, 2011 5:32PM 
To: Deborah Langelaan; JoAnne Butler; 'RSebastiano@osler.com'; 'safouh@smsenergy

engineering.com' 
Cc: Susan Kennedy; 'ESmith@osler.com'; Anshul Mathur 
Subject: Re: (Revision.A)[REPL Y about PRICE]Re: FW: MPS-TCE Equipment Supply Agreement and 

MPS Fast Start Proposal- Review of Technical Information Provided By MPS ... 

We decided last night to do what we did because it made more sense to incur a liability for cost reimbursement of $3M 
rather than incur an additional $5M for delay/suspension. Does it now make sense to incur a liability for cost of $6M as 
opposed to $5M in light of the profit dispute that needs to be resolved before we know we have a project? Probably 
not, unless we knew for certain we have a project for these turbines, in which case we need the fast start capability for 
the GTs. 

Does anyone have an opinion on whether the addition of the fast start would facilitate or hinder re-sale of the GTs in 
the event we don't have a project, or is it a toss up? 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
120 Adelaide St. West, Suite 1600 
Toronto, Ontario, MSH 1T1 
416-969-6288 (office) 
416-969-6071 (fax) 
416-520-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 

From: Deborah Langelaan 
Sent: Friday, January 28, 2011 04:27 PM 
To: JoAnne Butler; Michael Killeavy; Rocco Sebastiane (rsebastiano@osler.com) <rsebastiano@osler.com>; 'Safouh Soufi 
(safouh@smsenergy-engineering.com)' <safouh@smsenergy-engineering.com> 
Cc: Susan Kennedy; 'Smith, Elliot' <ESmith@osler.com>; Anshul Mathur 
Subject: FW: (Revision.A)[REPLY about PRICE]Re: FW: MPS-TCE Equipment Supply Agreement and MPS Fast Start 
Proposal- Review of Technical Information Provided By MPS ... 

There has been a new turn of events with MPS. As you will read below MPS mistakenly included the price for the 7 MW 
SFC in "Bucket C" and they just realized today that it should have been included in "Bucket D". The change does not 
impact the overall cost of conversion ($33 MM) but it does change the allocation of $3 MM that results in "Bucket C" being 
$12 MM and "!3ucket D" being $6 MM. 

Based on this new information is the OPA still agreeable to not objecting to TCE releasing the MPS contract from 
suspension? 

Deb 

Deborah Langelaan I Manager, Natural Gas ProjectsiOPA I 
Suite 1600 -120 Adelaide St. W. I Toronto, ON MSH 1Tl I 
T: 416.969.6052 I F: 416.967.19471 deborah.Jangelaan@powerauthoritv.on.ca 1 
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From: John Mikkelsen [mailto:john_mikkelsen@transcanada.com] 
Sent: January 28, 20114:17 PM 
To: Deborah Langelaan 
Cc: Geoff Murray; Terri Steeves; Terry Bennett; John cashin 
Subject: f\N: (Revision.A)[REPLY about PRICE]Re: fiN: MPS-TCE Equipment Supply Agreement and MPS Fast Start 
Proposal - Review of Technical Information Provided By MPS ... · 

Dear Deborah, 

Further to our discussion MPS has identified a required change to facilitate the splitting of the scope for release from 
suspension that we have discussed yesterday. The change is described in the following e-mail received this afternoon. 

Further to your e-mail of this afternoon, can you please review the following and confirm that the OPA continues to 
support release from suspension on Monday? 

Please do not hesitate to contact me should you have any questions. 

Best regards, 

John Mikkelsen, P.Eng. 

Director, Eastern Canada, Power Development 

TransCanada 

Royal Bank Plaza 
ZOO Bay Street 
24th Floor, South Tower 
Toronto, Ontario M5J ZJ1 

Tel: 416.869.2102 

Fax:416.869.Z056 

Cell:416.559.1664 

From: KNamba@mpshq.com [mailto:KNamba@mpshq.com] 
Sent: Friday, January 28, 2011 3:14PM 
To: Terri Steeves 
Cc: George.Papaioanou@mpshq.com; John Mikkelsen; jpm-tec@comcast.net; KNamba@mpshq.com; Mark Brache; 
Phii.Prigge@mpshq.com; Bill Small; newsomb@osc.mpshq.com; sueki@mpshq.com; wunderg@osc.mpshq.com; 
KNamba@mpshq.com 
Subject: (Revision.A)[REPLY about PRICE]Re: FW: MPS-TCE Equipment Supply Agreement and MPS Fast Start Proposal 
- Review of Technical Information Provided By MPS ... 

(Revision.A) 

Terri-san, 

As Bill (Newsom) informed you, we mistakenly included some amount in bucket 2 which is actually belong to bucket 3. 
Please see the correct numbers as follows. 
We will review a revised LOA#4 Release from Suspension sent from you today (Jan 28, 2010) and will reply with our 
comment (if any) by the end of today or Monday (Jan 31, 2010) noon. 
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1. Price- We have been given an aggregate price for a number of different items. It seems that the price stated in the 
December 2010 Fast Start Proposal ("the Proposal") includes some cost provisions related to project schedule 
change/delay/suspension. 

Could you please itemize: 

(a) suspension from October 7, 2010 to 31 December 2010 and (b) delayed delivery; 

[REPLY) US$ 1S Million 

(c) additional scope including but not limited to the cost of the increased exhaust and cooling system scope (delineated by major 
works); and 

[REPLY] US$ 12 Million 

(d) conversion of the M501GAC to M501GAC Fast Start gas turbine; 

[REPLY] US$ 6 Million 

Best regards, 

Namba (MPS) 

Terri Steeves <terri_steeves@transcanada.com> 

2011/01/1011:18 

Phil/ Namba-san, 

To "Prigge, Phil" <Phii.Prigge@mpshq.com>, <KNamba@mpshq.com> 

cc "Papaioanou, George" <George.Papaioanou@mpshq.com>, Bill Small 
<william_small@transcanada.com>, Mark Brache <mark_brache@transcanada.com>, 
<jpm-tec@comcast.net>, John Mikkelsen <john_mikkelsen@tran~canada.com>, Bill 
Small <william_small@transcanada.com> 

Subject FW: MPS-TCE Equipment Supply Agreement and MPS.Fast Start Proposal- Review 
ofTechnicallnformation Provided By MPS ... 

Please find attached the request for additional information from the OPA. As I suspected, the OPA is looking for a more 
detailed breakdown of the costs. I believe the OPA needs to be able to reconcile the estimate and demonstrate to their 
decision makers that the cost is justified. Without the breakdown, they are having difficultly with their justification. I believe 
the breakdown would demonstrate further that the fast start conversion is very economic (versus going simple cycle with 
the original GAC machine). · 

If you have any questions, please let me know, otherwise we can discuss tomorrow. 

Thank you, 
Terri 

From: Michael Killeavy [mailto:Michaei.Killeavy@powerauthority.on.ca] 
Sent: Friday, January 07, 2011 3:49 PM 
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To: John Mikkelsen 
Cc: Deborah Langelaan; Susan Kennedy; Sebastiana, Rocco; Ivanoff, Paul; Smith, Elliot; Safouh Soufi 
Subject MPS-TCE Equipment Supply Agreement and MPS Fast Start Proposal- Review of Technical Information 
Provi.ded By MPS ... 
Importance: High 

John, 

We've the following questions and comments: 

1. Price- We have been given an aggregate price for a number of different items. It seems that the price stated in the 
December 2010 Fast Start Proposal ("the Proposal") includes some cost provisions related to project schedule 
change/delay/suspension. 

Could you please itemize: 

(a) suspension from October 7, 2010 to 31 December 2010; 

(b) delayed delivery; 

(c) additional scope including but not limited to the cost of the increased exhaust and cooling system scope (delineated by major 
works); and 

(d) conversion of the MS01GAC to MS01GAS Fast Start gas turbine; 

2. Fast Start- The Equipment Supply Agreement ("ESA") of July 2009 shows in Appendix I that the main equipment includes a 
Static Frequency Converter e'SFC") for starting device. SFC is an option provided by equipment suppliers for applications requiring 
fast start. The alternative would be a starting system based on AC electric motor or diesel engine that will take more time to 

. complete the start-up process. SFC is used to run-up the machine quickly by using the generator itself as motor from push button to 
ignition speed. We concluded, subject to Item 3 below, that the equipment as originally purchased by TCE from MPS includes fast 
start capability. Is this correct? 

3. SFC- We noted from page 4-7 of the December 2010 proposal in the comment section of line item 16 the inclusion of 
"7MW". The originafESA includes a SFC with a rated output of 4MW. MPS to confirm if the MS01GAC package comes with SFC 
starting device rated at 4MW as a standard supply from Mitsubishi? If not, what is the standard supply for starting device? The 
reference to 7MW may indicate that the SFC has been up-rated and the proposed price is for the size increase and not for the 
installation of a complete system. Further information and explanation is required. The original SFC rating of 4MW may add few 
minutes to start time of 7MW SFC but may still be acceptable for the purpose of offering 30-min OR. This is the most important 
issue for which we require further information and cooperation from MPS; 

4. Start-up Curve- We have compared the original and latest (December 2010) start up curves from MPS. The original may 
have been composed for a combined cycle where ramping of the gas turbine is restricted by HRSG thermal stress considerations. 
The benefit of faster ramping in start-up is not specifically discussed in the December 2010 proposal and additional information on 
this subject is required; 

1. Purge Credit- MPS statement concerning 5 minutes minimum purge is somewhat ambiguous and needs more clarification; 

2. SC v. CC- It would be helpful if MPS can tell us if the start-up curve included in Appendix I of Agreement No. 6S19 is typical 
for when the machine is operating in Combined Cycle configuration? If so, then it would be helpful if they could provide a start-up 
curve for the machine described in Appendix I, having SFC of 4MW, operating in Simple Cycle configuration 

3. Synchronisation Time -It would appear that 5 minutes to synchronize is used in the original start-up curve whereas the 
latest curve assumes 1 minute. We would like MPS to confirm this; 

5. Additional Technical Information- We would very much like the ramp rates for Simple Cycle operation. Could MPS please 
provide the machine's {M501GAC) normal and maximum ramp up rates together with the baseload curve for a temperature range 
from 16 -100°F? More specifically, we'd like ramp rates for the following cases: · 
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1. To 100% speed no load, 
2. To 60% load and; 

3. From 60 to 100% load 

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 1Tl 
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 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. 

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: Michael Killeavy 
Sent: January 28, 2011 5:55 PM 
To: 'safouh@smsenergy-engineering.com'; Deborah Langelaan; JoAnne Butler; 

'RSebastiano@osler.com' 
Cc: Susan Kennedy; 'ESmith@osler.com'; Anshul Mathur 
Subject: Re: (Revision.A)[REPL Y about PRICE]Re: FW: MPS-TCE Equipment Supply Agreement and 

MPS Fast Start Proposal- Review of Technical Information Provided By MPS ... 

I think Safouh makes good points. I am sure that we could have TCE get a start time guarantee with the smaller SFC, 
however, it likely will cost more since there isn't much bargaining leverage with the folks at MPS. 

If we are sure we have a peaking plant project, then I think we need to go with the fast start so that (a) TCE has the start 
time guarantee and can bid confidently into the 30-min OR market and (b) NOx emissions are at 15 ppm, which matches 
the performance specification for OGS. 

The remaining uncertainty, in my mind, is whether the OGS profit issue can get resolved. If it can be, then we have a 
project. If it can't be, then we may face litigation instead of proceeding with the project. 

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: Safouh Soufi [mailto:safouh@smsenergy-engineering.com] 
Sent: Friday, January 28, 2011 05:33 PM 
To: Deborah Langelaan; JoAnne Butler; Michael Killeavy; rsebastiano@osler.com <rsebastiano@osler.com> 
Cc: Susan Kennedy; 'Smith, Elliot' <ESmith@osler.com>; Anshul Mathur 
Subject: RE: (Revision.A)[REPLY about PRICE]Re: FW: MPS-TCE Equipment Supply Agreement and MPS Fast Start 
Proposal - Review of Technical Information Provided By MPS ... 

Deborah: 

This is unfortunate that MPS noticed their mistake after TCE approached them to split scope. We continue to believe that 
the benefit of 7MW over 4MW is 2.5 minutes in faster startup. Something we have asked TCE/MPS to confirm but to date 
we have not heard back from them. 

I heard; but have not seen it in writing; that MPS cannot guarantee startup time with a 4MW SFC but with the 7MW they 
can. If so, we would really like to understand where MPS is coming from on this. Absent all the facts, we question the 
credibility of that assertion. 

We also question the reasonableness of $7 Millions as a cost to up-rate from 4MW to 7MW SFC. Given that the OPA 
used $3Millions to make a decision to release MPS from contract suspension and given that MPS made a mistake that is 
fundamental to that decision, you may want to ask TCE to ask MPS to submit SFC cost from a supplier such as Melee (a 
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Mitsubishi company) to substantiate the $7 Millions within the next 48 hours. If the OPA is satisfied with the submission, 
the decision to release contract from suspension can still go ahead on time. 

Thanks, 
Safouh 

From: Deborah Langelaan [mailto:Deborah.Langelaan@powerauthority.on.ca] 
Sent: January 28, 2011 4:28 PM 
To: JoAnne Butler; Michael Killeavy; rsebastiano@osler.com; safouh@smsenergy-engineering.com 
Cc: Susan Kennedy; Smith, Elliot; Anshul Mathur 
Subject: FW: (Revision.A)[REPLY about PRICE]Re: FW: MPS-TCE Equipment Supply Agreement and MPS Fast Start 
Proposal - Review of Technical Information Provided By MPS ••. 
Importance: High 

There has been a new turn of events with MPS. As you will read below MPS mistakenly included the price for the 7 MW 
SFC in "Bucket C" and they just realized today that it should have been included in "Bucket D". The change does not 
impact the overall cost of conversion ($33 MM) but it does change the allocation of $3 MM that results in "Bucket C" being 
$12 MM and "Bucket D" being $6 MM. 

Based on this new information is the OPA still agreeable to not objecting to TCE releasing the MPS contract from 
suspension? 

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.Jangelaan@powerauthoritv.on.ca 1 

From: John Mikkelsen [mailto:john_mikkelsen@transcanada.com] 
Sent: January 28, 2011 4:17PM 
To: Deborah Langelaan 
Cc: Geoff Murray; Terri Steeves; Terry Bennett; John cashin 
Subject: FW: (Revision.A)[REPLY about PRICE]Re: FW: MPS-TCE Equipment Supply Agreement and MPS Fast Start 
Proposal - Review of Technical Information Provided By MPS ... 

Dear Deborah, 

Further to our discussion MPS has identified a required change to facilitate the splitting of the scope for release from 
suspension that we have discussed yesterday. The change is described in the following e-mail received this afternoon. 

Further to your e-mail of this afternoon, can you please review the following and confirm that the OPA continues to 
support release from suspension on Monday? 

Please do not hesitate to contact me should you have any questions. 

Best regards, 

John Mikkelsen, P.Eng. 

Director, Eastern Canada, Power Development 

TransCanada 

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

Tel: 416.869.2102 

Fax:416.869.2056 

Cell:416.559.1664 

From: KNamba@mpshq.com [mailto:KNamba@mpshq.com] 
Sent: Friday, January 28, 2011 3:14PM 
To: Terri Steeves 
Cc: George.Papaioanou@mpshq.com; John Mikkelsen; jpm-tec@comcast.net; KNamba@mpshq.com; Mark Brache; 
Phii.Prigge@mpshq.com; Bill Small; newsomb@osc.mpshq.com; sueki@mpshq.com; wunderg@osc.mpshq.com; 
KNamba@mpshq.com 
Subject: (Revision.A)[REPLY about PRICE]Re: FW: MPS-TCE Equipment Supply Agreement and MPS Fast Start Proposal 
- Review of Technical Information Provided By MPS ... 

(Revision.A) 

Terri-san, 

As Bill (Newsom) informed you, we mistakenly included some amount in bucket 2 which is actually belong to bucket 3. 
Please see the correct numbers as follows. 
We will review a revised LOA#4 Release from Suspension sent from you today (Jan 28, 201 0) and will reply with our 
comment (if any) by the end of today or Monday (Jan 31, 2010) noon. 

1. Price -.We have been given an aggregate price for a number of different items. It seems that the price stated in the 
December 2010 Fast Start Proposal {"the Proposal") includes some cost provisions related to project schedule 
change/delay/suspension. 

Could you please itemize: 

(a) suspension from October 7, 2010 to 31 December 2010 and (b) delayed delivery; 

[REPLY] US$ 15 Million 

(c) additional scope including but not limited to the cost of the increased exhaust and cooling system scope (delineated by major 
works); and 

[REPLY] US$ 12 Million 

(d) conversion of the MS01GAC to MS01GAC Fast Start gas turbine; 

[REPLY] US$ 6 Million 

Best regards, 

Namba (MPS) 

Terri Steeves <terri_steeves@transcanada.com> 

201110111011:18 

To "Prigge, Phil" <Phii.Prigge@mpshq.com>, <KNamba@mpshq.com> 
cc "Papaioanou, George" <George.Papaioanou@mpshq.com>, Bill Small 

<william_small@transcanada.com>, Mark. Brache <mark_brache@transcanada.com>, 
<jpm-tec@comcast.net>, John Mikkelsen <john_mikkelsen@transcanada.com>, Bill 
Small <william_small@transcanada.com> 

3 



Phil/ Namba-san, 

Subject FW: MPS-TCE Equipment Supply Agreement and MPS Fast Start Proposal- Review 
of Technical Information Provided By MPS ... 

Please find attached the request for additional information from the OPA. As I suspected, the OPA is looking for a more 
detailed breakdown of the costs. I believe the OPA needs to be able to reconcile the estimate and demonstrate to their 
decision makers that the cost is justified. Without the breakdown, they are having difficultly with their justification. I believe 
the breakdown would demonstrate further that the fast start conversion is very economic (versus going simple cycle with 
the original GAG machine). · 

If you have any questions, please let me know, otherwise we can discuss tomorrow. 

Thank you, 
Terri 

Fr()m: Michael Killeavy [mailto:Michaei.Killeavy@powerauthority.on.ca] 
Sent: Friday, January 07, 2011 3:49PM 
To: John Mikkelsen 
Cc: Deborah Langelaan; Susan Kennedy; Sebastiana, Rocco; Ivanoff, Paul; Smith, Elliot; Safouh Soufi 
Subject: MPS-TCE Equipment Supply Agreement and MPS Fast Start Proposal - Review of Technical Information 
Provided By MPS ... 
Importance: High 

John, 

We've the following questions and comments: 

1. Price- We have been given an aggregate price for a number of different items. It seems that the price stated in the 
December 2010 Fast Start Proposal ("the Proposal") includes some cost provisions related to project schedule 
change/delay/suspension. 

Could you please itemize: 

(a) suspension from October 7, 2010 to 31 December 2010; 

(b) delayed delivery; 

(c) additional scope including but not limited to the cost of the increased exhaust and cooling system scope (delineated by major 
works); and 

(d) conversion of the M501GAC to M501GAS Fast Start gas turbine; 

2. Fast Start- The Equipment Supply Agreement ("ESA") of July 2009 shows in Appendix 1 that the main equipment includes a 
Static Frequency Converter ("SFC") for starting device. SFC is an option provided by equipment suppliers for applications requiring 
fast start. The alternative would be a starting system based on AC electric motor or diesel engine that will take more time to 
complete the start-up process. SFC is used to run-up the machine quickly by using the generator itself as motor from push button to 
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ignition speed. We concluded, subject to Item 3 below, that the equipment as originally purchased by TCE from MPS includes fast 
start capability. Is this correct? 

3. SFC- We noted from page 4-7 of the December 2010 proposal in the comment section of line item 16 the inclusion of 
"7MW". The original ESA includes a SFC with a rated output of 4MW. MPS to confirm if the M501GAC package comes with SFC 
starting device rated at 4MW as a standard supply from Mitsubishi? If not, what is the standard supply for starting device? The 
reference to 7MW may indicate that the SFC has been up-rated and the proposed price is for the size increase and not for the 
installation of a complete system. Further information and explanation is required. The original SFC rating of 4MW may add few 
minutes to start time of 7MW SFC but may still be acceptable for the purpose of offering 30-min OR. This is the most important 
issue for which we require further information and cooperation from MPS; 

4. Start-up Curve- We have compared the original and latest (December 2010) start up curves from MPS. The original may 
have been composed for a combined cycle where ramping of the gas turbine is restricted by HRSG thermal stress considerations. 
The benefit of faster ramping in start-up is not specifically discussed in the December 2010 proposal and additional information on 
this subject is required; 

1. Purge Credit- MPS statement concerning 5 minutes minimum purge is somewhat ambiguous and needs more clarification; 

2. SC v. CC -It would be helpful if MPS can tell us if the start-up curve included in Appendix I of Agreement No. 6519 is typical 
for when the machine is operating in Combined Cycle configuration? If so, then it waul~ be helpful if they could provide a start-up 
curve for the machine described in Appendix I, having SFC of 4MW, operating in Simple Cycle configuration 

3. Synchronisation Time -It would appear that 5 minutes to synchronize is used in the original start-up curve whereas the 
latest curve assumes 1 minute. We would like MPS to confirm this; 

5. Additional Technical information- We would very much like the i-amp rates for Simple Cycle operation. Could MPS please 
provide the machine's (M501GAC) normal and maximum ramp up rates together with the baseload curve for a temperature range 
from 16 -100°F? More specifically, we 1d like ramp rates for the following cases: 
1. To 100% speed no load, 
2. To 60% load and; 
3. From 60 to 100% load 

Thank you, 
Michael 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
120 Adelaide Street West, Suite 1600 
Toronto, Ontario-

M5H 1T1 
416-969-6288 
416-520-9788 (CELL) 
416-967-1947 (FAX) 

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 
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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 electronic message and any attached documents are intended only for the named addressee(s). This 
communication from TransCanada may contain information that is privileged, cmrli.dential 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: 
Cc: 
Subject: 

Safouh Soufi [safouh@smsenergy-engineering.com] 
January 28, 2011 7:52 PM 
JoAnne Butler; Michael Killeavy; Deborah Langelaan 
Susan Kennedy; Anshul Mathur 
RE: (Revision.A)[REPL Y about PRICE]Re: FW: MPS-TCE Equipment Supply Agreement and 
MPS Fast Start Proposal- Review of Technical Information Provided By MPS ... 

You are right the $3MM is a relatively low cost figure, if MPS were to convert GT units with regular starting devices to 
those with fast start capability. But, MPS is not doing that. 

TCE has purchased from MPS for OGS two GT units packaged and priced for fast start capability. The fact that the OGS 
GT units have fast start capability wasn't communicated to the OPA. It was discovered by the OPA after review of the 
TCE-MPS equipment supply contract that TCE made available after Christmas. 

For your information, the OGS GT units include Static Frequency Converter (SFC) for a starting device. As you know 
SFC is the technology used on virtually all gas turbines with fast start capability. SFC turns the generator into a motor to 
fast start the machine up to ignition speed. The SFC rating for OGS is 4MW. A higher SFC rating may shorten the 
startup time and the opposite is true. 

TCE and MPS increased the SFC rating from 4MW to 7MW. It is simply that increase in SFC capability that MPSrfCE 
call the "fast start conversion" package. The $3Millions (now $?Millions) for "fast start conversion" is the incremental cost 
of adding SFC cabinets to go 7MW. Unfortunately, the term "fast start conversion" is a misnomer that can mislead 
intuitive thinking. 

Thanks, 
Safouh 

From: JoAnne Butler [mailto:joanne.butler@powerauthority.on.ca] 
Sent: January 28, 2011 5:31 PM 
To: Michael Killeavy; Deborah Langelaan; rsebastiano@osler.com; safouh@smsenergy-engineering.com 
Cc: Susan Kennedy; ESmith@osler.com; Anshul Mathur 
Subject: Re: (Revision.A)[REPLY about PRICE]Re: FW: MPS-TCE Equipment Supply Agreement and MPS Fast Start 
Proposal - Review of Technical Information Provided By MPS ... 

We said all along, and even mentioned it in the meeting on Tuesday, that intuitively, the $3MM seemed low so this isn't 
too surprising. 

What is the team's recommendation and when do we need to let them know?? 

JCB 

From: Michael Killeavy 
Sent: Friday, January 28, 2011 04:40 PM 
To: Deborah Langelaan; JoAnne Butler; 'RSebastiano@osler.com' <RSebastiano@osler.com>; 'safouh@smsenergy
engineering.com' <safouh@smsenergy-engineering.com> 
Cc: Susan Kennedy; 'ESmith@osler.com' <ESmith@osler.com>; Anshul Mathur 
Subject: Re: (Revision.A)[REPLY about PRICE]Re: FW: MPS-TCE Equipment Supply Agreement and MPS Fast Start 
Proposal - Review of Technical Information Provided By MPS ... 

That was convenient. 

Michael Killeavy, LL.B., MBA, P .Eng. 
1 



Director, Contract Management 
Ontario Power Authority 
120 Adelaide St. West, Suite 1600 
Toronto, Ontario, M5H 1Tl 
416-969-6288 (office) 

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

From: Deborah Langelaan 
Sent: Friday, January 28, 2011 04:36 PM 
To: Michael Killeavy; JoAnne Butler; 'RSebastiano@osler.com' <RSebastiano@osler.com>; 'safouh@smsenergy
engineering.com' <safouh@smsenergy-engineering.com> 
Cc: Susan Kennedy; 'ESmith@osler.com' <ESmith@osler.com>; Anshul Mathur 
Subject: RE: (Revision.A)[REPLY about PRICE]Re: FW: MPS-TCE Equipment Supply Agreement and MPS Fast Start 
Proposal - Review of Technical Information Provided By MPS ... 

It's my understanding that TCE heard about this after they approached MPS with the new approach for lifting the 
suspension that we discussed at yesterday afternoon's meeting. 

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: Micha.el Killeavy 
Sent: January 28, 2011 4:33 PM 
To: Deborah Langelaan; JoAnne Butler; 'RSebastiano@osler.com'; 'safouh@smsenergy-engineering.com' 
Cc: Susan Kennedy; 'ESmith@osler.com'; Anshul Mathur 
Subject: Re: (Revision.A)[REPLY about PRICE]Re: FW: MPS-TCE Equipment Supply Agreement and MPS Fast Start 
Proposal - Review of Technical Information Provided By MPS ... 

Do we know if this was disclosed prior to TCE approaching it about proceeding with fast start or afterwards? 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
120 Adelaide St. West, Suite 1600 
Toronto, Ontario, M5H 1T1 
416-969-6288 (office) 
416-969-6071 (fax) 
416-520-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 

From: Deborah Langelaan 
Sent: Friday, January 28, 2011 04:27 PM 
To: JoAnne Butler; Michael Killeavy; Rocco Sebastiane (rsebastiano@osler.com) <rsebastiano@osler.com>; 'Safouh Soufi 
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(safouh@smsenergy-engineering.com)' <safouh@smsenergy-engineering.com> 
Cc: Susan Kennedy; 'Smith, Elliot' <ESmith@osler.com>; Anshul Mathur 
Subject: FW: (Revision.A)[REPLY about PRICE]Re: FW: MPS-TCE Equipment Supply Agreement and MPS Fast Start 
Proposal - Review of Technical Information Provided By MPS ... 

There has been a new turn of events with MPS. As you will read below MPS mistakenly included the price for the 7 MW 
SFC in "Bucket C" and they just realized today that it should have been included in "Bucket D". The change does not 
impact the overall cost of conversion ($33 MM) but it does change the allocation of $3 MM that results in "Bucket C" being 
$12 MM and "Bucket D" being $6 MM. 

Based on this new information is the OPA still agreeable to not objecting to TCE releasing the MPS contract from 
suspension? 

Deb 

Deborah Langelaan I Manager, Natural Gas Projects I OPA I 
Suite 1600-120 Adelaide St. W. I Toronto, ON MSH 1Tl I 
T: 416.969.60S2 I F: 416.967.19471 deborah.langelaan@powerauthority.on.ca 1 

From: John Mikkelsen [mailto:john_mikkelsen@transcanada.com] 
Sent: January 28, 20114:17 PM 
To: Deborah Langelaan 
Cc: Geoff Murray; Terri Steeves; Terry Bennett; John Cashin 
Subject: FW: (Revision.A)[REPLY about PRICE]Re: FW: MPS-TCE Equipment Supply Agreement and MPS Fast Start 
Proposal - Review of Technical Information Provided By MPS ... 

Dear Deborah, 

Further to our discussion MPS has identified a required change to facilitate the splitting of the scope for release from 
suspension that we have discussed yesterday. The change is described in the following e-mail received this afternoon. 

Further to your e-mail of this afternoon, can you please review the following and confirm that the OPA continues to 
support release from suspension on Monday? 

Please do not hesitate to contact me should you have any questions. 

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: KNamba@mpshq.com [mailto:KNamba@mpshq.com] 
Sent: Friday, January 28, 2011 3:14PM 
To: Terri Steeves 
Cc: George.Papaioanou@mpshq.com; John Mikkelsen; jpm-tec@comcast.net; KNamba@mpshq.com; Mark Brache; 
Phii.Prigge@mpshq.com; Bill Small; newsomb@osc.mpshq.com; sueki@mpshq.com; wunderg@osc.mpshq.com; 
KNamba@mpshq.com 
Subject: (Revision.A)[REPLY about PRICE]Re: FW: MPS-TCE Equipment Supply Agreement and MPS Fast Start Proposal 
- Review of Technical Information Provided By MPS ... 

(Revision.A) 

Terri-san, 

As Bill (Newsom) informed you, we mistakenly included some amount in bucket 2 which is actually belong to bucket 3. 
Please see the correct numbers as follows. 
We will review a revised LOA#4 Release from Suspension sent from you today (Jan 28, 2010) and will reply with our 
comment (if any) by the end of today or Monday (Jan 31, 201 0) noon. 

1. Price- We have been given an aggregate price for a number of different items. It seems that the price stated in the 
December 2010 Fast Start Proposal ("the Proposal") includes some cost provisions related to project schedule 
change/delay/suspension.-

Could you please itemize: 

(a) suspension from October 7, 2010 to 31 December 2010 and (b) delayed delivery; 

[REPLY] US$ 15 Million 

(c) additional scope including but not limited to the cost of the increased exhaust and cooling system scope (delineated by major 
works); and 

[REPLY] US$ 12 Million 

(d) conversion of the MS01GAC to M501GAC Fast Start gas turbine; 

[REPLY] US$ 6 Million 

Best regards, 

Namba (MPS) 

Terri Steeves <terri_steeves@transcanada.com> 

2011101/1011:18 

Phil/ Namba-san, 

To "Prigge, Phil" <Phit.Prigge@mpshq.com>, <KNamba@mpshq.com> 
cc npapaioanou, George" <George.Papaioanou@mpshq.com>, Bill Small 

<william_sm'all@transcanada.com>, Mark Brache <mark_brache@transcanada.com>, 
<jpm-tec@comcast.net>, John Mikkelsen <john_mikkelsen@transcanada.com>, Bill 
Small <william_small@transcanada.com> 

Subject FW: MPS-TCE Equipment Supply Agreement and MPS Fast Start Proposal- Review 
ofTechnicallnformation Provided By MPS ... 
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Please find attached the request for additional information from the OPA. As I suspected, the OPA is looking for a more 
detailed breakdown of the costs. I believe the OPA needs to be able to reconcile the estimate and demonstrate to their 
decision makers that the cost is justified. Without the breakdown, they are having difficultly with their justification. 1 believe 
the breakdown would demonstrate further that the fast start conversion is very economic (versus going simple cycle with 
the original GAC machine). 

If you have any questions, please let me know, otherwise we can discuss tomorrow. 

Thank you, 
Terri 

From: Michael Killeavy [mailto:Michaei.Killeavy@powerauthority.on.ca] 
Sent: Friday, January 07, 2011 3:49 PM 
To: John Mikkelsen 
Cc: Deborah Langelaan; Susan Kennedy; Sebastiana, Rocco; Ivanoff, Paul; Smith, Elliot; Safouh Soufi 
Subject: MPS-TCE Equipment Supply Agreement and MPS Fast Start Proposal - Review of Technical Information 
Provided By MPS .•. 
Importance: High 

John, 

We've the following questions and comments: 

1. Price- We have been given an aggregate price for a number of different items. It seems that the price stated in the 
December 2010 Fast Start Proposal ("the Proposal") includes some cost provisions related to project schedule 
change/delay/suspension. 

Could you please itemize: 

(a) suspension from October 7, 2010 to 31 December 2010; 

(b) delayed delivery; 

(c) additional scope including but not limited to the cost of the increased exhaust and cooling system scope (delineated by major 
works); and 

(d) conversion of the MS01GAC to MS01GAS Fast Start gas turbine; 

2. Fast Start- The Equipment Supply Agreement ("ESA") of July 2009 shows in Appendix I that the main equipment includes a 
Static Frequency Converter ("SFC'') for starting device. SFC is an option provided by equipment suppliers for applications requiring 
fast start. The alternative would be a starting system based on AC electric motor or diesel engine that will take more time to 
complete the start-up process. SFC is used to run-up the machine quickly by using the generator itself as motor from push button to 
ignition speed. We concluded, subject to Item 3 below, that the equipment as originally purchased by TCE from MPS includes fast 
start capability. Is this correct? 

3. SFC- We noted from page 4-7 of the December 2010 proposal in the comment section of line item 16 the inclusion of 
''7MW". The original ESA includes a SFC with a rated output of 4MW. MPS to confirm if the MS01GAC package comes with SFC 
starting device rated at 4MW as a standard supply from Mitsubishi? If not, what is the standard supply for starting device? The 
reference to 7MW may indicate that the SFC has been up-rated and the proposed price is for the size increase and not for the 
installation of a complete system. Further information and explanation is required. The original SFC rating of 4MW may add few 
minutes to start time of 7MW SFC but may still be acceptable for the purpose of offering 30-min OR. This is the most important 
issue for which we require further information and cooperation from MPS; 
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4. Start-up Curve- We have compared the original and latest (December 2010) start up curves from MPS. The original may 
have been composed for a combined cycle where ramping of the gas turbine is restricted by HRSG thermal stress considerations. 
The benefit of faster ramping in start-up is not specifically discussed in the December 2010 proposal and additional information on 
this subject is required; 

1. Purge Credit- MPS statement concerning 5 minutes minimum purge is somewhat ambiguous and needs more clarification; 

2. SC v. CC -It would be helpful if MPS can tell us ifthe start-up curve included in Appendix I of Agreement No. 6519 is typical 
for when the machine is operating in Combined Cycle configuration? If so, then it would be helpful if they could provide a start-up 
curve for the machine described in Appendix I, having SFC of 4MW, operating in Simple Cycle configuration 

3. Synchronisation lime -It would appear that 5 minutes to synchronize is used in the original start-up curve whereas the 

latest curve assumes 1 minute. We would like MPS to confirm this; 

5. Additional Technical Information- We would very much like the ramp rates for Simple Cycle operation. Could MPS please 
provide the machine's (M501GAC) normal and maximum ramp up rates together with the baseload curve for a temperature range 
from 16 -100°F? More specifically, we'd like ramp rates for the following cases: 
1. To 100% speed no load, 
2. To 60% load and; 
3. From 60 to 100% load 

Thank you, 
Michael 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
120 Adelaide Street West, Suite 1600 
Toronto, Ontario 

M5H 1T1 
416-969-6288 
416-520-9788 (CELL) 
416-967-1947 (FAX) 

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. 

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. 
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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: JoAnne Butler 
Sent: January 29, 2011 7:55 AM 
To: 
Cc: 

Michael Killeavy; 'safouh@smsenergy-engineering.com'; Deborah Langelaan 
Susan Kennedy; Anshul Mathur 

Subject: Re: (Revision.A)[REPL Y about PRICE]Re: FW: MPS-TCE Equipment Supply Agreement and 
MPS Fast Start Proposal- Review of Technical information Provided By MPS ... 

So is that the recommendation then? Ask MPS to substantiate the difference (since Safouh thinks that it is now way to 
high) before we commit to anything else?? 

JCB 

From: Michael Killeavy 
Sent: Friday, January 28, 2011 05:54PM 
To: 'safouh@smsenergy-engineering.com' <safouh@smsenergy-engineering.com>; Deborah Langelaan; JoAnne Butler; 
'RSebastiano@osler.com' <RSebastiano@osler.com> 
Cc: Susan Kennedy; 'ESmith@osler.com' <ESmith@osler.com>; Anshul Mathur 
Subject: Re: (Revision.A)[REPLY about PRICE]Re: FW: MPS-TCE Equipment Supply Agreement and MPS Fast Start 
Proposal - Review of Technical Information Provided By MPS ... 

I think Safouh makes good points. I am sure that we could have TCE get a start time guarantee with the smaller SFC, 
however, it likely will cost more since there isn't much bargaining leverage with the folks at MPS. 

If we are sure we have a peaking plant project, then I think we need to go with the fast start so that (a) TCE has the start 
time guarantee and can bid confidently into the 30-min OR market and (b) NOx emissions are at 15 ppm, which matches 
the performance specification for OGS. 

The remaining uncertainty, in my mind, is whether the OGS profit issue can get resolved. If it can be, then we have a 
project. If it can't be, then we may face litigation instead of proceeding with the project. 

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: Safouh Soufi [mailto:safouh@smsenergy-engineering.com] 
Sent: Friday, January 28, 2011 05:33 PM 
To: Deborah Langelaan; JoAnne Butler; Michael Killeavy; rsebastiano@osler.com <rsebastiano@osler.com> 
Cc: Susan Kennedy; 'Smith, Elliot' <ESmith@osler.com>; Anshul Mathur 
Subject: RE: (Revision.A)[REPLY about PRICE]Re: FW: MPS-TCE Equipment Supply Agreement and MPS Fast Start 
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Proposal - Review of Technical Information Provided By MPS ••. 

Deborah: 

This is unfortunate that MPS noticed their mistake after TCE approached them to split scope. We continue to believe that 
the benefit of 7MW over 4MW is 2.5 minutes in faster startup. Something we have asked TCEIMPS to confirm but to date 
we have not heard back from them. 

I heard; but have not seen it in writing; that MPS cannot guarantee startup time with a 4MW SFC but with the 7MW they 
can. If so, we would really like to understand where MPS is coming from on this. Absent all the facts, we question the 
credibility of that assertion. 

We also question the reasonableness of $7 Millions as a cost to up-rate from 4MW to 7MW SFC. Given that the OPA 
used $3M ill ions to make a decision to release MPS from contract suspension and given that MPS made a mistake that is 
fundamental to that decision, you may want to ask TCE to ask MPS to submit SFC cost from a supplier such as Me leo (a 
Mitsubishi company) to substantiate the $7 Millions within the next 48 hours. If the OPA is satisfied with the submission, 
the decision to release contract from suspension can still go ahead on time. 

Thanks, 
Safouh 

From: Deborah Langelaan [mailto:Deborah.Langelaan@powerauthority.on.ca] 
Sent: January 28, 2011 4:28 PM 
To: JoAnne Butler; Michael Killeavy; rsebastiano@osler.com; safouh@smsenergy-engineering.com 
Cc: Susan Kennedy; Smith, Elliot; Anshul Mathur 
Subject: FW: (Revision.A)[REPLY about PRICE]Re: FW: MPS-TCE Equipment Supply Agreement and MPS Fast Start 
Proposal - Review of Technical Information Provided By MPS oo• 

Importance: High 

There has been a new turn of events with MPS. As you will read below MPS mistakenly included the price for the 7 MW 
SFC in "Bucket C" and they just realized today that it should have been included in "Bucket D". The change does not 
impact the overall cost of conversion ($33 MM) but it does change the allocation of $3 MM that results in "Bucket C" being 
$12 MM and "Bucket D" being $6 MM. 

Based on this new information is the OPA still agreeable to not objecting to TCE releasing the MPS contract from 
suspension? 

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@powerauthority.on.ca 1 

From: John Mikkelsen [mailto:john_mikkelsen@transcanada.com] 
Sent: January 28, 20114:17 PM 
To: Deborah Langelaan 
Cc: Geoff Murray; Terri Steeves; Terry Bennett; John Cashin 
Subject: FW: (Revision.A)[REPLY about PRICE]Re: FW: MPS-TCE Equipment Supply Agreement and MPS Fast Start 
Proposal - Review of Technical Information Provided By MPS oo• 

Dear Deborah, 

Further to our discussion MPS has identified a required change to facilitate the splitting of the scope for release from 
suspension that we have discussed yesterday. The change is described in the following e-mail received this afternoon. 

Further to your e-mail of this afternoon, can you please review the following and confirm that the OPA continues to 
support release from suspension on Monday? 
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Please do not hesitate to contact me should you have any questions. 

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 

From: KNamba@mpshq.com [mailto:KNamba@mpshq.com] 
Sent: Friday, January 28, 2011 3:14PM 
To: Terri Steeves 
Cc: George.Papaioanou@mpshq.com; John Mikkelsen; jpm-tec@comcast.net; KNamba@mpshq.com; Mark Brache; 
Phii.Prigge@mpshq.com; Bill Small; newsomb@osc.mpshq.com; sueki@mpshq.com; wunderg@osc.mpshq.com; 
KNamba@mpshq.com 
Subject: (Revision.A)[REPLY about PRICE]Re: FW: MPS-TCE Equipment Supply Agreement and MPS Fast Start Proposal 
- Review of Technical Information Provided By MPS ... 

(Revision.A) 

Terri-san, 

As Bill (Newsom) informed you, we mistakenly included some amount in bucket 2 which is actually belong to bucket 3. 
Please see the correct numbers as follows. 
We will review a revised LOA#4 Release from Suspension sent from you today (Jan 28, 2010) and will reply with our 
comment (if any) by the end of today or Monday (Jan 31, 2010) noon. 

1. Price- We have been given an aggregate price for a number of different items. It seems that the price stated in the 
December 2010 Fast Start Proposal C'the Proposal") includes some cost provisions related to project schedule 
change/delay/suspension. 

Could you please itemize: 

(a) suspension from October 7, 2010 to 31 December 2010 and (b) delayed delivery; 

[REPLY] US$ 15 Million 

(c) additional scope including but not limited to the cost of the increased exhaust and cooling system scope (delineated by major 
works)i and 
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[REPLY] US$ 12 Million 

(d) conversion of the M501GAC to M501GAC Fast Start gas turbine; 

[REPLY] US$ 6 Million 

Best regards, 

Namba (MPS) 

Terri Steeves <terri_steeves@transcanada.com> 

2011/01/1011:18 

Phil/ Namba-san, 

To ~Prigge, Phil" <Phii.Prigge@mpshq.com>, <KNamba@mpshq.com> 

cc "Papaioanou, George" <George.Papaioanou@mpshq.com>, Bill Small 
<william_small@transcanada.com>, Mark Brache <mark_brache@transcanada.com>, 
<jpm-tec@comcast.net>, John Mikkelsen <john_mikkelsen@transcanada.com>, Bill 
Small <william_small@transcanada.com> 

Subject FW: MPS-TCE Equipment Supply Agreement and MPS Fast Start Proposal- Review 
of Technical Information Provided By MPS ... 

Please find attached the request for additional information from the OPA. As I suspected, the OPA is looking for a more 
detailed breakdown of the costs. I believe the OPA needs to be able to reconcile the estimate and demonstrate to their 
decision makers that the cost is justified. Without the breakdown, they are having difficultly with their justification. I believe 
the breakdown would demonstrate further that the fast start conversion is very economic (versus going simple cycle with 
the original GAG machine). 

If you have any questions, please let me know, otherwise we can discuss tomorrow. 

Thank you, 
Terri 

From: Michael Killeavy [mailto:Michaei.Killeavy@powerauthority.on.ca] 
Sent: Friday, January 07, 2011 3:49 PM 
To: John Mikkelsen 
Cc: Deborah Langelaan; Susan Kennedy; Sebastiane, Rocco; Ivanoff, Paul; Smith, Elliot; Safouh Soufi 
Subject: MPS-TCE Equipment Supply Agreement and MPS Fast Start Proposal -Review of Technical Information 
Provided By MPS .•• 
Importance: High 

John, 

We've the following questions and comments: 

1. Price- We have been given an aggregate price for a number of different items. It seems that the price stated in the 
December 2010 Fast Start Proposal ("the Proposal") includes some cost provisions related to project schedule 
change/delay/suspension. 

Could you please itemize: 
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(a) suspension from October 7, 2010 to 31 December 2010; 

(b) delayed delivery; 

(c) additional scope including but not limited to the cost of the increased exhaust and cooling system scope (delineated by major 
works); and 

(d) conversion ofthe M501GAC to M501GAS Fast Start gas turbine; 

2. Fast Start- The Equipment Supply Agreement ("ESA") of July 2009 shows in Appendix I that the main equipment includes a 
Static Frequency Converter (uSFC11

) for starting device. SFC is an option provided by equipment suppliers for applications requiring 
fast start. The alternative would be a starting system based on AC electric motor or diesel engine that will take more time to 
complete the start-up process. SFC is used to run-up the machine quickly by using the generator itself as motor from push button to 
ignition speed. We concluded, subject to Item 3 below, that the equipment as originally purchased by TCE from MPS includes fast 
start capability. Is this correct? 

3. SFC- We noted from page 4-7 of the December 2010 proposal in the comment section of line item 16 the inclusion of 
"7MW". The original ESA includes a SFC with a rated output of 4MW. MPS to confirm if the M501GAC package comes with SFC 
starting device rated at 4MW as a standard supply from Mitsubishi? If not, what is the standard supply for starting device? The 
reference to 7MW may indicate that the SFC has been up-rated and the proposed price is for the size increase and not for the 
installation of a complete system. Further information and explanation is required. The original SFC rating of 4MW may add few 
minutes to start time of 7MW SFC but may still be acceptable for the purpose of offering 30-min OR. This is the most important 
issue for which we require further information and cooperation from MPS; 

4. Start-up Curve- We have compared the original and latest (December 2010) start up curves from MPS. The original may 
have been composed for a combined cycle where ramping of the gas turbine is restricted by HRSG thermal stress considerations. 
The benefit of faster ramping in start-up is not specifically discussed in the December 2010 proposal and additional information on 
this subject is required; 

1. Purge Credit- MPS statement concerning 5 minutes minimum purge is somewhat ambiguous and needs more clarification; 

2. SC v. CC- It would be helpful if MPS can tell us if the start-up curve included in Appendix I of Agreement No. 6519 is typical 
for when the machine is operating in Combined Cycle configuration? If so, then it would be helpful if they could provide a start-up 
curve for the machine described in Appendix I, having SFC of 4MW, operating in Simple Cycle configuration 

3. Synchronisation Time -It would appear that 5 minutes to synchronize is used in the original start-up curve whereas the 
latest curve assumes1 minute. We would like MPS to confirm this; 

5. Additional Technical Information- We would very much like the ramp rates for Simple Cycle operation. Could MPS please 
provide the machine's (M501GAC) normal and maximum ramp up rates together with the baseload curve for a temperature range 
from 16 -100°F? More specifically, we•d like ramp rates for the following cases: 
1. To 100% speed no load, 
2. To 60% load and; 
3. From 60 to 100% load 

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 1Tl 
416-969-6288 
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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 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 inunediately and delete the original 
message. 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 inunediately and delete the original 
message. Thank you. 
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Aleksandar Kojic 

From: 
Sent: 

Safouh Soufi [safouh@smsenergy-engineering.com] 
January 29, 2011 1 :58 PM 

To: 
Cc: 

Michael Killeavy; JoAnne Butler; Deborah Langelaan 
Susan Kennedy; Anshul Mathur 

Subject: RE: (Revision.A)[REPL Y about PRICE]Re: FW: MPS-TCE Equipment Supply Agreement and 
MPS Fast Start Proposal- Review of Technical Information Provided By MPS ... 

The recommendation in my mind is as follows: 

1. OPA agrees with TCE to release contract from suspension immediately (on or before Monday 31" Jan.); 
2. The last minute change by MPS to the cost of Faster Start causes the OPA some concerns. To alleviate such 

concerns the OPA requests MPS to submit cost information to substantiate the revised price of $6 Millions before 
January 31. If MPS is unable to provide such information before the said date then the OPA would suggest that 
Fast Start package be added to the other equipment package (meaning the stacks) and all of which will be dealt 
with later for an aggregate estimated cost of $18Millions. This way MPS gets more lime to provide the required 
information while the contract is released from suspension on time and on Monday. 

In other words, the contract will be released from suspension on Monday no matter what happens and that is very 
important. The only party that is benefiting from suspension is MPS and if it objects to OPA seemingly reasonable 
proposal then, in mind at least, this raises lots of questions about their tactics. 

Thanks, 
Safouh 

From: Michael Killeavy [mailto:Michaei.Killeavy@powerauthority.on.ca] 
Sent: January 29, 2011 8:19AM 
To: JoAnne Butler; safouh@smsenergy-engineering.com; Deborah Langelaan 
Cc: Susan Kennedy; Anshul Mathur 
Subject: Re: (Revision.A)[REPLY about PRICE]Re: FW: MPS-TCE Equipment Supply Agreement and MPS Fast Start 
Proposal - Review of Technical Information Provided By MPS ... 

I think so. As Safouh says, the units are just being enhanced to start faster, as fast start capability is there already. I am 
suspicious that this was disclosed after it was approached about the split scope of work. It may be a simple 
administrative mistake, but we ought to confirm. 

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: JoAnne Butler 
Sent: Saturday, January 29, 2011 07:54AM 
To: Michael Killeavy; 'safouh@smsenergy-engineering.com' <safouh@smsenergy-engineering.com>; Deborah Langelaan 
Cc: Susan Kennedy; Anshul Mathur 
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Subject: Re: (Revision.A)[REPLY about PRICE]Re: PN: MPS-TCE Equipment Supply Agreement and MPS Fast Start 
Proposal - Review of Technical Information Provided By MPS ... 

So is that the recommendation then? Ask MPS to substantiate the difference (since Safouh thinks that it is now way to 
high) before we commit to anything else?? 

JCB 

From: Michael Killeavy 
Sent: Friday, January 28, 2011 05:54 PM 
To: 'safouh@smsenergy-engineering.com' <safouh@smsenergy-engineering.com>; Deborah Langelaan; JoAnne Butler; 
'RSebastiano@osler.com' <RSebastiano@osler.com> 
Cc: Susan Kennedy; 'ESmith@osler.com' <ESmith@osler.com>; Anshul Mathur 
Subject: Re: (Revision.A)[REPLY about PRICE]Re: PN: MPS-TCE Equipment Supply Agreement and MPS Fast Start 
Proposal - Review of Technical Information Provided By MPS ... 

I think Safouh makes good points. I am sure that we could have TCE get a start time guarantee with the smaller SFC, 
however, it likely will cost more since there isn't much bargaining leverage with the folks at MPS. 

If we are sure we have a peaking plant project, then I think we need to go with the fast start so that (a) TCE has the start 
time guarantee and can bid confidently into the 30-min OR market and (b) NOx emissions are at 15 ppm, which matches 
the performance specification for OGS. 

The remaining uncertainty, in my mind, is whether the OGS profit issue can get resolved. If it can be, then we have a 
project. If it can't be, then we may face litigation instead of proceeding with the project. 

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 

From: Safouh Soufi [mailto:safouh@smsenergy-engineering.com] 
Sent: Friday, January 28, 2011 05:33 PM 
To: Deborah Langelaan; JoAnne Butler; Michael Killeavy; rsebastiano@osler.com <rsebastiano@osler.com> 
Cc: Susan Kennedy; 'Smith, Elliot' <ESmith@osler.com>; Anshul Mathur 
Subject: RE: (Revision.A)[REPLY about PRICE]Re: PN: MPS-TCE Equipment Supply Agreement and MPS Fast Start 
Proposal - Review of Technical Information Provided By MPS ... 

Deborah: 

This is unfortunate that MPS noticed their mistake after TCE approached them to split scope. We continue to believe that 
the benefit of 7MW over 4MW is 2.5 minutes in faster startup. Something we have asked TCE/MPS to confirm but to date 
we have not heard back from them. 
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I heard; but have not seen it in writing; that MPS cannot guarantee startup time with a 4MW SFC but with the 7MW they 
can. If so, we would really like to understand where MPS is coming from on this. Absent all the facts, we question the 
credibility of that assertion. 

We also question the reasonableness of $7 Millions as a cost to up-rate from 4MW to 7MW SFC. Given that the OPA 
used $3Millions to make a decision to release MPS from contract suspension and given that MPS made a mistake that is 
fundamental to that decision, you may want to ask TCE to ask MPS to submit SFC cost from a supplier such as Melee (a 
Mitsubishi company) to substantiate the $7 Millions within the next 48 hours. If the OPA is satisfied with the submission, 
the decision to release contract from suspension can still go ahead on time. 

Thanks, 
Safouh 

From: Deborah Langelaan [mailto:Deborah.Langelaan@powerauthority.on.ca] 
Sent: January 28, 2011 4:28 PM 
To: JoAnne Butler; Michael Killeavy; rsebastiano@osler.com; safouh@smsenergy-engineering.com 
Cc: Susan Kennedy; Smith, Elliot; Anshul Mathur 
Subject: FW: (Revision.A)[REPLY about PRICE]Re: FW: MPS-TCE Equipment Supply Agreement and MPS Fast Start 
Proposal - Review of Technicallnformation Provided By MPS ... 
Importance: High 

There has been a new turn of events with MPS. As you will read below MPS mistakenly included the price for the 7 MW 
SFC in "Bucket C" and they just realized today that it should have been included in "Bucket D". The change does not 
impact the overall cost of conversion ($33 MM) but it does change the allocation of $3 MM that results in "Bucket C" being 
$12 MM and "Bucket D" being $6 MM. 

Based on this new information is the OPA still agreeable to not objecting to TCE releasing the MPS contract from 
suspension? 

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 1 F: 416.967.19471 deborah.langelaan@powerauthority.on.ca 1 

From: John Mikkelsen [mailto:john_mikkelsen@transcanada.com] 
Sent: January 28, 2011 4:17 PM 
To: Deborah Langelaan 
Cc: Geoff Murray; Terri Steeves; Terry Bennett; John Cashin 
Subject: FW: (Revision.A)[REPLY about PRICE]Re: FW: MPS-TCE Equipment Supply Agreement and MPS Fast Start 
Proposal - Review of Technical Information Provided By MPS ... 

Dear Deborah, 

Further to our discussion MPS has identified a required change to facilitate the splitting of the scope for release from 
suspension that we have discussed yesterday. The change is described in the following e-mail received this afternoon. 

Further to your e-mail of this afternoon, can you please review the following and confirm that the OPA continues to 
support release from suspension on Monday? 

Please do not hesitate to contact me should you have any questions. 

Best regards, 

John Mikkelsen, P. Eng. 
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Director, Eastern Canada, Power Development 

TransCanada 

Royal Bank Plaza 
ZOO Bay Street 
Z4th Floor, South Tower 
Toronto, Ontario M5J ZJ1 

Tel: 416.869.Z10Z 

Fax:416.869.Z056 

Cell:416.559.1664 

From: KNamba@mpshq.com [mailto:KNamba@mpshq.com] 
Sent: Friday, January 28, 2011 3:14PM 
To: Terri Steeves 
Cc: George.Papaioanou@mpshq.com; John Mikkelsen; jpm-tec@comcast.net; KNamba@mpshq.com; Mark Brache; 
Phii.Prigge@mpshq.com; Bill Small; newsomb@osc.mpshq.com; sueki@mpshq.com; wunderg@osc.mpshq.com; 
KNamba@mpshq.com 
Subject: (Revision.A)[REPLY about PRICE]Re: FW: MPS-TCE Equipment Supply Agreement and MPS Fast Start Proposal 
- Review of Technical Information Provided By MPS ... 

(Revision.A) 

Terri-san, 

As Bill (Newsom) informed you, we mistakenly included some amount in bucket2 which is actually belong to bucket3. 
Please see the correct numbers as follows. 
We will review a revised LOA#4 Release from Suspension sent from you today (Jan 28, 2010) and will reply with our 
comment (if any) by the end of today or Monday (Jan 31, 2010) noon. 

1. Price- We have been given an aggregate price for a number of different items. It seems that the price stated in the 
December 2010 Fast Start Proposal (11the Proposal") includes some cost provisions related to project schedule 
change/delay/suspension. 

Could you please itemize: 

(a) suspension from October 7, 2010 to 31 December 2010 and (b) delayed delivery; 

[REPLY] US$ 15 Million 

(c) additional scope including but not limited to the cost of the increased exhaust and cooling system scope (delineated by major 
works}; and 

[REPLY] US$ 12 Million 

(d) conversion of the M501GAC to M501GAC Fast Start gas turbine; 

[REPLY] US$ 6 Million 

Best regards, 
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Namba (MPS) 

Terri Steeves <terri_steeves@transcanada.com> 

2011/01/1011:18 

Phil/ Namba-san, 

To nprigge, Phil" <Phii.Prigge@mpshq.com>, <KNamba@mpshq.com> 

cc "Papaioanou, George" <George.Papaioanou@mpshq.com>, Bill Small 
<william_small@transcanada.com>, Mark Brache <mark_brache@transcanada.com>, 
<jpm-tec@comcast.net>, John Mikkelsen <john_mikkelsen@transcanada.com>, Bill 
Small <william_small@transcanada.com> 

Subject FW: MPS-TCE Equipment Supply Agreement and MPS Fast Start Proposal - Review 
ofTechnicallnformation Provided By MPS ... 

Please find attached the request for additional information from the OPA. As I suspected, the OPA is looking for a more 
detailed breakdown of the costs. I believe the OPA needs to be able to reconcile the estimate and demonstrate to their 
decision makers that the cost is justified. Without the breakdown, they are having difficultly with their justification. I believe 
the breakdown would d_emonstrate further that the fast start conversion is very economic (versus going simple cycle with 
the original GAC machine). 

If you have any questions, please let. me know, otherwise we can discuss tomorrow. 

Thank you, 
Terri 

From: Michael Killeavy [mailto:Michaei.Killeavy@powerauthorit.y.on.ca] 
Sent: Friday, January 07, 2011 3:49 PM 
To: John Mikkelsen 
Cc: Deborah Langelaan; Susan Kennedy; Sebastiana, Rocco; Ivanoff, Paul; Smith, Elliot; Safouh Soufi 
Subject: MPS-TCE Equipment Supply Agreement and MPS Fast Start Proposal - Review of Technical Information 
Provided By MPS ... 
Importance: High 

John, 

We've the following questions and comments: 

1. Price- We have been given an aggregate price for a number of different items. It seems that the price stated in the 
December 2010 Fast Start Proposal {11the Proposal") includes some cost provisions related to project schedule 
change/delay/suspension. 

Could you please itemize: 

(a) suspension from October 7, 2010 to 31 December 2010; 

(b) delayed delivery; 

(c) additional scope including but not limited to the cost of the increased exhaust and cooling system scope (delineated by major 
works); and 
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{d) conversion of the M501GAC to M501GAS Fast Start gas turbine; 

2. Fast Start- The Equipment Supply Agreement ("ESA") of July 2009 shows in Appendix I that the main equipment includes a 
Static Frequency Converter {"SFC") for starting device. SFC is an option provided by equipment suppliers for applications requiring 
fast start. The alternative would be a starting system based on AC electric motor or diesel engine that will take more time to 
complete the start-up process. SFC is used to run-up the machine quickly by using the generator itself as motor from push button to 
ignition speed. We concluded, subject to Item 3 below, that the equipment as originally purchased by TCE from MPS includes fast 
start capability. Is this correct? 

3. SFC- We noted from page 4-7 of the December 2010 proposal in the comment section of line item 16 the inclusion of 
"7MW". The original ESA includes a SFC with a rated output of 4MW. MPS to confirm if the M501GACpackage comes with SFC 
starting device rated at 4MW as a standard supply from Mitsubishi? If not, what is the standard supply for starting device? The 
reference to 7MW may indicate that the SFC has been up-rated and the proposed price is for the size increase and not for the 
installation of a complete system. Further information and explanation is required. The original SFC rating of 4MW may add few 
minutes to start time of 7MW SFC but may still be acceptable for the purpose of offering 30-min OR. This is the most important 
issue for which we require further information and cooperation from MPS; 

4. Start-up Curve- We have compared the original and latest {December 2010) start up curves from MPS. The original may 
have been composed for a combined cycle where ramping of the gas turbine is restricted by HRSG thermal stress considerations. 
The benefit of faster ramping in start-up is not specifically discussed in the December 2010 proposal and additional information on 
this subject is required; 

1. Purge Credit- MPS statement concerning 5 minutes minimum purge is somewh~t ambiguous and needs more clarification; 

2. SC v. CC -It would be helpful if MPS can tell us if the start-up curve included in Appendix I of Agreement No. 6519 is typical 
for when the machine is operating in Combined Cycle configuration? If so, then it would be helpful if they could provide a start-up 
curve for the machine described in Appendix I, having SFC of 4MW, operating in Simple Cycle configuration 

3. Synchronisation Time- It would appear that 5 minutes to synchronize is used in the original start-up curve whereas the 
latest curve assumes 1 minute. We would like MPS to confirm this; 

5. Additional Technical information- We would very much like the ramp rates for Simple Cycle operation. Could MPS please 
provide the machine's (MS01GAC) normal and maximum ramp up rates together with the baseload curve for a temperature range 
from 16 -100°F? More specifically, we'd like ramp rates for the following cases: 
1. To 100% speed no load, 
2. To 60% load and; 
3. From 60 to 100% load 

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 law. If you are not the intended reciplent(s}, any dissemination, 
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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 
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 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: 

JoAnne Butler 
January 30,2011 2:15PM 
Michael Killeavy 

Subject: Re: (Revision.A)[REPL Y about PRICE]Re: FW: MPS-TCE Equipment Supply Agreement and 
MPS Fast Start Proposal- Review of Technical Information Provided By MPS ... 

Yes, we can discuss. I should be in by nine thirty and we currently have a meeting set up 
for ten but we can start earlier if you want. I would like a clear recommendation from the 
team presented with pros and cons of options. I am still waiting for the Osler material on 
where we were before this new drama came about late Friday. We also need to decide our 
strategy for briefing Colin at eleven. His call with TCE is not until Tuesday morning so we 
have some time to fill in the gaps if Colin has questions. 

JCB 

Original Message ----
From: Michael Killeavy 
Sent: Sunday, January 30, 2011 10:04 AM 
To: JoAnne Butler 
Subject: FW: {Revision.A)[REPLY about PRICE]Re: FW: MPS-TCE Equipment Supply Agreement and 
MPS Fast Start Proposal- Review of Technical Information Provided By MPS ••. 

I'm not sure that Safouh's suggestions are a practicable way forward. Can we discuss this 
Monday morning please? 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
120 Adelaide st. west, Suite 1600 
Toronto, Ontario, M5H lTl 
416-969-6288 (office) 
416-969-6071 (fax) 
416-520-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 

-----Original Message-----
From: Safouh Soufi [mailto:safouh@smsenergy-engineering.com] 
Sent: Sat 29-Jan-11 1:57 PM 
To: Michael Killeavy; JoAnne Butler; Deborah Langelaan 
Cc: Susan Kennedy; Anshul Mathur 
Subject: RE: {Revision.A)[REPLY about PRICE]Re: FW: MPS-TCE Equipment Supply Agreement and 
MPS Fast Start Proposal -Review of Technical Information Provided By MPS ••. 

The recommendation in my mind is as follows: 

1. OPA agrees with TCE to release contract from suspension immediately (on or before 
Monday 31st Jan.); 
2. The last minute change by MPS to the cost of Faster Start causes the OPA some concerns. 
To alleviate such concerns the OPA requests MPS to submit cost information to substantiate 
the revised price of $6 Millions before January 31. If MPS is unable to provide such 
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information before the said date then the OPA would suggest that Fast Start package be added 
to the other equipment package (meaning the stacks) and all of which will be dealt with later 
for an aggregate estimated cost of $18Millions. This way MPS gets more time to provide the 
required information while the contract is released from suspension on time and on Monday. 

In other words, the contract will be released from suspension on Monday no matter what 
happens and that is very important. The only party that is benefiting from suspension is MPS 
and if it objects to OPA seemingly reasonable proposal then, in mind at least, this raises 
lots of questions about their tactics. 

Thanks, 

Safouh 

From: Michael Killeavy [mailto:Michael.Killeavy@powerauthority.on.ca] 
sent: January 29, 2011 8:19 AM 
To: JoAnne Butler; safouh@smsenergy-engineering.com; Deborah Langelaan 
Cc: Susan Kennedy; Anshul Mathur 
Subject: Re: (Revision.A)[REPLY about PRICE]Re: FW: MPS-TCE Equipment Supply Agreement and 
MPS Fast Start Proposal- Review of Technical Information Provided By MPS ... 

I think so. As Safouh says, the units are just being enhanced to start faster, as fast start 
capability is there already. I am suspicious that this was disclosed after it was approached 
about the split scope of work. It may be a simple administrative mistake, but we ought to 
confirm. 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
ontario Power Authority 
120 Adelaide St. West, Suite 1688 
Toronto, Ontario, M5H 1T1 
416-969-6288 (office) 
416-969-6871 (fax) 
416-S28-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 

From: JoAnne Butler 
Sent: Saturday, January 29, 2811 87:54 AM 
To: Michael Killeavy; 'safouh@smsenergy-engineering.com" <safouh@smsenergy-engineering.com>; 
Deborah Langelaan 
Cc: Susan Kennedy; Anshul Mathur 
Subject: Re: (Revision.A)[REPLY about PRICE]Re: FW: MPS-TCE Equipment Supply Agreement and 
MPS Fast Start Proposal- Review of Technical Information Provided By MPS .•. 
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So is that the recommendation then? Ask MPS to substantiate the difference (since Safouh 
thinks that it is now way to high) before we commit to anything else?? 

JCB 

From: Michael Killeavy 
Sent: Friday, January 28, 2811 85:54 PM 
To: 'safouh@smsenergy-engineering.com' <safouh@smsenergy-engineering.com>; Deborah Langelaan; 
JoAnne Butler; 'RSebastiano@osler.com' <RSebastiano@osler.com> 
Cc: Susan Kennedy; 'ESmith@osler.com' <ESmith@osler.com>; Anshul Mathur 
Subject: Re: (Revision.A)[REPLY about PRICE]Re: FW: MPS-TCE Equipment Supply Agreement and 
MPS Fast Start Proposal - Review of Technical Information Provided By MP~ 

I think Safouh makes good points. I am sure that we could have TCE get a start time guarantee 
with the smaller SFC, however, it likely will cost more since there isn't much bargaining 
leverage with the folks at MPS. 

If we are sure we have a peaking plant project, then I think we need to go with the fast 
start so that (a) TCE has the start time guarantee and can bid confidently into the 38-min OR 
market and (b) NOx emissions are at 15 ppm, which matches the performance specification for 
OGS. 

The remaining uncertainty, in my mind, is whether the OGS profit issue can get resolved. If 
it can be, then we have a project. If it can't be, then we may face litigation instead of 
proceeding with the project. 

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 

From: Safouh Soufi [mailto:safouh@smsenergy-engineering.com] 
Sent: Friday, January 28, 2811 85:33 PM 
To: Deborah Langelaan; JoAnne Butler; Michael Killeavy; rsebastiano@osler.com 
<rsebastiano@osler.com> 
Cc: Susan Kennedy; 'Smith, Elliot' <ESmith@osler.com>; Anshul Mathur 
Subject: RE: (Revision.A)[REPLV about PRICE]Re: FW: MPScTCE Equipment Supply Agreement and 
MPS Fast Start Proposal- Review of Technical Information Provided By MPS ••• 

Deborah: 

3 



This is unfortunate that MPS noticed their mistake after TCE approached them to split scope. 
We continue to believe that the benefit of 7MW over 4MW is 2.5 minutes in faster startup. 
Something we have asked TCE/MPS to confirm but to date we have not heard back from them. 

I heard; but have not seen it in writing; that MPS cannot guarantee startup time with a 4MW 
SFC but with the 7MW they can. If so, we would really like to understand where MPS is coming 
from on this. Absent all the facts, we question the credibility of that assertion. 

We also question the reasonableness of $7 Millions as a cost to up-rate from 4MW to 7MW SFC. 
Given that the OPA used $3Millions to make a decision to release MPS from contract suspension 
and given that MPS made a mistake that is fundamental to that decision, you may want to ask 
TCE to ask MPS to submit SFC cost from a supplier such as Melco (a Mitsubishi company) to 
substantiate the $7 Millions within the next 48 hours. If the OPA is satisfied with the 
submission, the decision to release contract from suspension can still go ahead on time. 

Thanks, 

Safouh 

From: Deborah Langelaan [mailto:Deborah.Langelaan@powerauthority.on.ca] 
Sent: January 28, 2811 4:28 PM 
To: JoAnne Butler; Michael Killeavy; rsebastiano@osler.com; safouh@smsenergy-engineering.com 
Cc: Susan Kennedy; Smith, Elliot; Anshul Mathur 
Subject: FW: (Revision.A)[REPLY about PRICE]Re: FW: MPS-TCE Equipment Supply Agreement and 
MPS Fast Start Proposal- Review of Technical Information Provided By MPS .•• 
Importance: High 

There has been a new turn of events with MPS. As you will read below MPS mistakenly included 
the price for the 7 MW SFC in ""Bucket C"" and they just realized today that it should have 
been included in ""Bucket D"". The change does not impact the overall cost of conversion ($33 
MM) but it does change the allocation of $3 MM that results in ""Bucket C"" being $12 MM and 
""Bucket D"" being $6 MM. 

Based on this new information is the OPA still agreeable to not objecting to TCE releasing 
the MPS contract from suspension? 

Deb 

Deborah Langelaan I Manager, Natural Gas ProjectsiOPA I Suite 1688 - 128 Adelaide St. W. I 
Toronto, ON M5H 1T1 I 
T: 416.969.6852 I F: 416.967.19471 deborah.langelaan@powerauthority.on.ca 
<blocked::mailto:ldeborah.langelaan@powerauthority.on.ca> I 
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From: John Mikkelsen [mailto:john_mikkelsen@transcanada.com] 
Sent: January 28, 2811 4:17 PM 
To: Deborah Langelaan 
Cc: Geoff Murray; Terri Steeves; Terry Bennett; John Cashin 
Subject: FW: (Revision.A)[REPLY about PRICE]Re: FW: MPS-TCE Equipment Supply Agreement and 
MPS Fast Start Proposal- Review of Technical Information Provided By MPS •.. 

Dear Deborah, 

Further to our discussion MPS has identified a required change to facilitate the splitting of 
the scope for release from suspension that we have discussed yesterday. The change is 
described in the following e-mail received this afternoon. 

Further to your e-mail of this afternoon, can you please review the following and confirm 
that the OPA continues to support release from suspension on Monday? 

Please do not hesitate to contact me should you have any questions. 

Best regards, 

John Mikkelsen, P.Eng. 

Director, Eastern Canada, Power Development 

TransCanada 

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

Tel: 416.869.2182 

Fax:416.869.2856 

Cell:416.559.1664 

From: KNamba@mpshq.com [mailto:KNamba@mpshq.com] 
Sent: Friday, January 28, 2811 3:14 PM 
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To: Terri Steeves 
Cc: George.Papaioanou@mpshq.com; John Mikkelsen; jpm-tec@comcast.net; KNamba@mpshq.com; Mark 
Brache; Phil.Prigge@mpshq.com; Bill Small; newsomb@osc.mpshq.com; sueki@mpshq.com; 
wunderg@osc.mpshq.com; KNamba@mpshq.com 
Subject: (Revision.A)[REPLY about PRICE]Re: FW: MPS-TCE Equipment Supply Agreement and MPS 
Fast Start Proposal- Review of Technical Information Provided By MPS ••• 

(Revision.A) 

Terri-san, 

As Bill (Newsom) informed you, we mistakenly included some amount in bucket 2 which is 
actually belong to bucket 3. 
Please see the correct numbers as follows. 
We will review a revised LOA#4 Release from Suspension sent from you today (Jan 28, 2010) 
and will reply with our comment (if any) by the end of today or Monday (Jan 31, 2010) noon. 

1. Price - We have been given an aggregate price for a number of different items. It 
seems that the price stated in the December 2010 Fast Start Proposal ("the Proposal") 
includes some cost provisions related to project schedule change/delay/suspension. 

Could you please itemize: 

(a) suspension from October 7, 2010 to 31 December 2010 and (b) delayed delivery; 

[REPLY] US$ 15 Million 

(c) additional scope including but not limited to the cost of the increased exhaust and 
cooling system scope (delineated by major works); and 

[REPLY] US$ 12 Million 

(d) conversion of the M501GAC to M501GAC Fast Start gas turbine; 

[REPLY] US$ 6 Million 

Best regards, 

Namba (MPS) 

Terri Steeves <terri_steeves@transcanada.com> 

2011/01/10 11:18 

To 

"Prigge, Phil" <Phil.Prigge@mpshq.com>, <KNamba@mpshq.com> 

cc 

"Papaioanou, George" <George.Papaioanou@mpshq.com>, Bill Small 
<william_small@transcanada.com>, Mark Brache <mark_brache@transcanada.com>, <jpm-
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tec@comcast.net>, John Mikkelsen <john_mikkelsen@transcanada.com>, Bill Small 
<william_small@transcanada.com> 

Subject 

FW: MPS-TCE Equipment Supply Agreement and MPS Fast Start Proposal - Review of 
Technical Information Provided By MPS ... 

Phil I Namba-san, 

Please find attached the request for additional information from the OPA. As I suspected, the 
OPA is looking for a more detailed breakdown of the costs. I believe the OPA needs to be able 
to reconcile the estimate and demonstrate to their decision makers that the cost is 
justified. Without the breakdown, they are having difficultly with their justification. I 
believe the breakdown would demonstrate further that the fast start conversion is very 
economic (versus going simple cycle with the original GAC machine). 

If you have any questions, please let me know, otherwise we can discuss tomorrow. 

Thank you, 
Terri 

From: Michael Killeavy [mailto:Michael.Killeavy@powerauthority.on.ca] 
Sent: Friday, January 07, 2011 3:49 PM 
To: John Mikkelsen 
Cc: Deborah Langelaan; Susan Kennedy; Sebastiana, Rocco; Ivanoff, Paul; Smith, Elliot; Safouh 
Soufi 
Subject: MPS-TCE Equipment Supply Agreement and MPS Fast Start Proposal - Review of Technical 
Information Provided By MPS ... 
Importance: High 

John, 
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We've the following questions and comments: 

1. Price - We have been given an aggregate price for a number of different items. It 
seems that the price stated in the December 2E11EI Fast Start Proposal ("the Proposal") 
includes some cost provisions related to project schedule change/delay/suspension. 

Could you please itemize: 

(a) suspension from October 7, 2EI1EI to 31 December 2EI1EI; 

(b) delayed delivery; 

(c) additional scope including but not limited to the cost of the increased exhaust and 
cooling system scope (delineated by major works); and 

(d) conversion of the M5EI1GAC to M5E11GAS Fast Start gas turbine; 

2. Fast Start - The Equipment Supply Agreement ("ESA") of July 2EIEI9 shows in Appendix 
I that the main equipment includes a Static Frequency Converter ("SFC") for starting device. 
SFC is an option provided by equipment suppliers for applications requiring fast start. The 
alternative would be a starting system based on AC electric motor or diesel engine that will 
take more time to complete the start-up process. SFC is used to run-up the machine quickly 
by using the generator itself as motor from push button to ignition speed. We concluded, 
subject to Item 3 below, that the equipment as originally purchased by TCE from MPS includes 
fast start capability. Is this correct? 

3. SFC - We noted from page 4-7 of the December 2EI1EI proposal in the comment section 
of line item 16 the inclusion of "7MW". The original ESA includes a SFC with a rated output 
of 4MW. MPS to confirm if the M5EI1GAC package comes with SFC starting device rated at 4MW as 
a standard supply from Mitsubishi? If not, what is the standard supply for starting device? 
The reference to 7MW may indicate that the SFC has been up-rated and the proposed price is 
for the size increase and not for the installation of a complete system. Further information 
and explanation is required. The original SFC rating of 4MW may add few minutes to start 
time of 7MW SFC but may still be acceptable for the purpose of offering 30-min OR. This is 
the most important issue for which we require further information and cooperation from MPS; 

4. Start-up Curve - We have compared the original and latest (December 2EI1EI) start up 
curves from MPS. The original may have been composed for a combined cycle where ramping of 
the gas turbine is restricted by HRSG thermal stress considerations. The benefit of faster 
ramping in start-up is not specifically discussed in the December 2EI1EI proposal and 
additional information on this subject is required; 

1. Purge Credit MPS statement concerning 5 minutes minimum purge is somewhat 
ambiguous and needs more clarification; 

2. SC v. CC - It would be helpful if MPS can tell us if the start-up curve included in 
Appendix I of Agreement No. 6519 is typical for when the machine is operating in Combined 
Cycle configuration? If so, then it would be helpful if they could provide a start-up curve 
for the machine described in Appendix I, having SFC of 4MW, operating in Simple Cycle 
configuration 

3. Synchronisation Time - It would appear that 5 minutes to synchronize is used in the 
original start-up curve whereas the latest curve assumes 1 minute. We would like MPS to 
confirm this; 
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5. Additional Technical Information - We would very much like the ramp rates for 
Simple Cycle operation. Could MPS please provide the machine's (M501GAC) normal and maximum 
ramp up rates together with the baseload curve for a temperature range from 16 - 100oF? 
More specifically, we'd like ramp rates for the following cases: 
1. To 100% speed no load, 
2. To 60% load and; 
3. From 60 to 100% load 

Thank you, 
Michael 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
120 Adelaide Street West, Suite 1600 
Toronto, Ontario 
M5H 1T1 
416-969-6288 
416-520-9788 (CELL) 
416-967-1947 (FAX) 

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. 

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: Michael Killeavy 
Sent: January 31, 2011 9:22AM 
To: Deborah Langelaan; Kevin Dick; Anshul Mathur 
Cc: 
Subject: 

JoAnne Butler; Susan Kennedy; 'Sebastiana, Rocco'; 'Smith, Elliot' 
K-W NRR Presentation .... 

Attachments: K-W NRR Analysis 31 Jan 2011 v4.ppt 

*** PRIVILEDGED AND CONFIDENTIAL- PREPARED IN CONTEMPLATION OF LITIGATION **** 

Attached is the presentation on NRR. Deb and I have estimated the NYR GD&M costs in order to compare the estimated 
K-W NRR with that of NYR. This is a preliminary analysis only. As we move through the discussions with TCE the 
estimates will hopefully become more refined. 

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) 
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. K-W Peaking Plant 

Net Revenue Requirement Analysis 

January 31, 2011 

Privileged and Confidential - Prepared in Contemplation of Litigation 



OGS Financial Information 

• TCE Economic Bid Statement for the SWGT A RFP had 
a Net Revenue Requirement (NRR) of $17,277. 

• TCE project pro forma income statement indicates that 
the CAPEX for OGS was roughly $1.2 billion. 

• The indicated return on investment for the project is 
5.25% 
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OGS Financial Information 

-~--------..-~---- ------------ -~-~----------------- - -------·-- --- -~- --·-· ------------- -----..., --- ·- --- -- ---- -~----- ________ ,_ ~-

• TCE project pro forma income statement indicate a NPV 
of free cash flows of $503 million over the 30-year life of 
the project. 

• Using TCE's project pro forma income statement, over 
the 20 year term of the SWGT A Contract, the N PV of 
free cash flows is $262 million. 

• We can support the $262 million figure. 
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K-W Preliminary Costs 

• At a meeting on 25 January 2011, TCE indicated that the 
preliminary CAP EX for the K-W peaking plant is $654 
million. 

• TCE also has indicated that OGS sunk costs are in the 
neighbourhood of $35 million. 

• TCE has also indicated that the "anticipated financial 
value of the Contract" is $500 million. 
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K-W Preliminary Costs 

==- ----~--~~~-~---.. ----- -------.----·. .. -- ---· ··--------~-- --. -~-- -- -----··· 

• The TCE CAPEX preliminary cost estimate is rather 
high. 

• We had anticipated a CAPEX of roughly $350 million to 
$400 million for a simple-cycle plant. 

• The TCE estimate is high likely because of its 
preliminary nature. 
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K-W NRR Comparison - Base Case 

• Using the $654 million CAP EX preliminary estimate and 
the disclosed 5.25%> project return, the NRR for the K-W 
peaking plant is $16,925.33/MW-month. 

• The NPV of the free cash flow is approximately $302 
million. 

11,4oo.oo NRR -~(MW*month) 
.. .. .·· .. 17,300.00 [ :··· . :.: '• . 

~~ I 

17,100.00 J " 
17,000.00 

16,900.00 . ' )~.: :1~;0::;! b·~{ ... 
16 soo.oo · ·• ··· · ''• • .. ,y~tc~ ,y. ·:-. 

I ·~ . • ' :.t~ ·;::·.·~;~:~(':~~, \ ,' '" -. ' 
16,700.00 

.J ,----
·.; 

K-W scrotal OGSCCTotal 
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K-W NRR Comparison - Only OGS Sunk Costs 

,.-·--------·----~----.--~---~----,..-- --------- ----~-~ ---·- ---- - ------- --"-

• Using the $654 million CAPEX preliminary estimate and the 
disclosed 5.25% project return, and adding the $35 million claimed 
OGS sunk costs, the NRR for the K-W peaking plant is 
$17,456.50/MW-month, slightly higher than the OGS NRR. 

• The OGS sunk costs increase the NRR by $530. 
17,500.00 

NRR- {MW*month) 
17,450.00 

17,400.00 

17,350.00 

17,300.00 

17,250.00 

17,200.00 

17,150.00 

7 

K-W SCTotal 

2-M1~t. 
OGS CC Total 



K-W NRR Comparison - OGS Sunk Costs + 
$500 million Profits 
~-~-~~---~-~-· --- --- -- ~ ·-

• Adjusting the CAPEX preliminary estimate to arrive at an NPV of 
free cash flows of $500 million, and the disclosed 5.25% project 
return, and adding the $35 million claimed OGS sunk costs, the 
NRR for the K-W peaking plant is $23,378.08/MW-month. 

20,000.00 

15,000.00 
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K-W NRR Comparison - OGS Sunk Costs + 
$500 million Profits 

~--~~-~--~---~-- ~~----------..,.--....------~--~------ -------~---·-~ -----~- ----------~~.~----------- -

• The NRR for the $500 million case is above that of OGS. 

• The NRR of $23,378.08/MW-month translates into an effective 
CAPEX value of $1.078 billion. 

• Based on the information provided by TCE, the CAPEX of OGS was 
roughly $1.2 billion. 
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K-W NRR Comparison - OGS Sunk Costs + 
$262 million Profits 

• Adjusting the CAPEX preliminary estimate to arrive at an NPV of 
free cash flows of $262 million, and the disclosed 5.25% project 
return, and adding the $35 million claimed OGS sunk costs, the 
NRR for the K-W peaking plant is $15,579.49/MW-month. 
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K-W NRR Comparison - OGS Sunk Costs + 
$262 million Profits 

-~-. -· ~-- ---~---.~--~--~-- ~---- ··--. ~- ~- ----.-- ---.- ---~- ---· -----~- --. ----- -- ----------- ___ _,..... --~- ---- -- ----. 

• The NRR for the $262 million case is less than that of OGS. 

• The NRR of $15,579.49/MW-month translates into an effective 
CAPEXvalue of $565 million, which is below the preliminary CAPEX 
estimate prepared by TCE. 

• As we have said, the TCE preliminary estimate is rather high. 
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K-W NRR Comparison - Realistic CAPEX Base 
Case 

• Since the TCE preliminary CAPEX estimate is too high, we can do 
the analysis with a more realistic value. 

• With a more realistic CAPEX of $400 million, the NRR is $13,070.54 
and the NPV of free cash flows is $185 million. 
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K-W NRR Comparison - Realistic CAPEX and 
OGS Sunk Costs + $500 million Profits 

----,_.,...,...-~~~....- ....... ---,---~-~----- ·~--- -~-------,---~------------·- --- - --- --- --------- ---· ------

• Adding in the OGS sunk costs and $500 million in profit, the NRR is 
$23,373.08 
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K-W NRR Comparison - Realistic CAPEX and 
OGS Sunk Costs + $262 million Profits 

• Adding in the OGS sunk costs and $262 million in profit, the NRR is 
$15,579.49 
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NYRNRR 

• We estimate that GD&M services may be worth an 
additional $2,000/MW-month. 

• Using this figure for GD&M the NYR would be 
$12,81 0/MW-month. 
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NYRNRR 

• Pristine is developing a 456 MW nameplate capacity 
peaking plant in NYR. The average Contract Capacity 
is 393 MW. 

• It's using 2x0 configuration with Siemens SGT6-PAC 
SOOOF GTs. 

• The NRR is $10,81 0/MW-month. 

• GO & M is not in the Supplier's scope of work, so it is 
hard to compare the NRR value with the K-W NRR. 
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Aleksandar Kojic 

From: 
Sent: 
To: 
Cc: 
Subject: 

Sebastiana, Rocco [RSebastiano@osler.com] 
January 31, 2011 6:34PM 
Deborah Langelaan 
Anshul Mathur; JoAnne Butler; Michael Killeavy; Michael Lyle; Susan Kennedy; Smith, Elliot 
Re: TransCanada- MPS- Release from Suspension · 

I don't see any need for the OPA to respond to TCE's email. 

· This is a reasoned approach by TCE and is a good result for the OPA. It ramps up the pressure on TCE to getthe lAin 
place, as they do not have a "Reliance Letter" supporting their decision to proceed with the Revised Fast Start Option. 

Regards, Rocco 

From: Deborah Langelaan [mailto:Deborah.Langelaan@powerauthoritv.on.ca] 
Sent: Monday, January 31, 2011 05:47 PM 
To: Sebastiana, Rocco 
Cc: Anshul Mathur <Anshui.Mathur@powerauthoritv.on.ca>; JoAnne Butler <joanne.butler@powerauthority.on.ca>; 
Michael Killeavy <Michaei.Killeaw@powerauthority.on.ca>; Michael Lyle <Michaei.Lyle@powerauthority.on.ca>; Susan 
Kennedy <Susan.Kennedy@powerauthority.on.ca>; Smith, Elliot 
Subject: Fw: TransCanada - MPS - Release from Suspension 

Rocco, 

Do you see a need for the OPA to respond? 

Deb 

From: John Mikkelsen [mailto:john mikkelsen@transcanada.coml 
Sent: Monday, January 31, 2011 05:40 PM 
To: Deborah Langelaan 
Cc: JoAnne Butler; Terry Bennett <terrv bennett@transcanada.com>; Michael Killeavy; Terri Steeves 
<terri steeves@transcanada.com>; John Cashin <john cashin@transcanada.com>; David Lever 
<DLEVER@MCCARTHY.CA>; rsebastiano@osler.com <rsebastiano@osler.com>; Susan Kennedy; Geoff Murray 
<geoff murray@transcanada.com> 
Subject: TransCanada - MPS - Release from Suspension 

With Prejudice 

Dear Deborah, 

Further to our recent discussions and emails, we have advised you that the suspension of the MPS contract for the gas 
turbines will expire today. Without further action by TCE, the suspension lapses and MPS would recommence work on 
the original turbines. 

Notwithstanding the changes in the scope delineation and pricing delineation provided by MPS on Friday January 28, 
2011, TCE believes that the most prudent course of action at this time would be to release MPS from suspension and 
direct them to commence work on converting the turbines to Fast Start, but to delay any decisions on the additional scope 
of work required for simple cycle operation at the Cambridge project (the cooling system and stacks). 
The choice of the fast start option will meet the requirements of the proposed Cambridge plant and, if that plant were not 
to proceed, will, in our opinion, increase the marketability of the turbines for reuse or resale. It will also fix the costs that 
TCE and the OPA are exposed to, in accordance with MPS's proposal, versus the unknown cost of continuing the 
suspension. 
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In light of our ongoing discussions regarding the Cambridge project, and notwithstanding the recent disagreement 
regarding OGS damages which we are attempting to resolve with you, TCE intends to proceed as described above. We 
trust that the OPA concurs with this decision. In the event that the OPA and TCE do not reach agreement on the 
Cambridge project or an alternative project, any costs incurred by TCE under the MPS contracts, including for the above 
changes, will form part of any damage claim which TCE will have against the OPA for repudiation I termination of the 
OGS 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 1he named addressee(s). This 
communication from TransCanada may contain information 1hat is privileged, confidential or o1herwise 
protected from disclosure and it must not be disclosed, copied, forwarded or distributed wi1hout au1horization. 
If you have received this message in error, please notif'y 1he sender immediately and delete 1he 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, confidential et 
Soumis il 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: 

JoAnne Butler 
February 1, 2011 5:44 AM 
Deborah Langelaan 
Michael Killeavy 

Subject: Fw: TransCanada - MPS - Release from Suspension 

Deb, 

This is good. Can you make sure Colin gets an update before his call this morning? Thanks ... 

JCB 

From: Sebastiane, Rocco [mailto:RSebastiano@osler.com] 
Sent: Monday, January 31, 2011 06:34PM 
To: Deborah Langelaan 
Cc: Anshul Mathur; JoAnne Butler; Michael Killeavy; Michael Lyle; Susan Kennedy; Smith, Elliot <ESmith@osler.com> 
Subject: Re: TransCanada - MPS - Release from Suspension -

I don't see any need for the OPA to respond to TCE's email. 

This is a reasoned approach by TCE and is a good result for the OPA. It ramps up the pressure on TCE to get the lAin 
place, as they do not have a "Reliance Letter" supporting their decision to proceed with the Revised Fast Start Option. 

Regards, Rocco 

From: Deborah Langelaan [mailto:Deborah.Langelaan@powerauthority.on.ca] 
Sent: Monday, January 31, 2011 05:47 PM 
To: Sebastiane, Rocco 
Cc: Anshul Mathur <Anshui.Mathur@powerauthority.on.ca>; JoAnne Butler <joanne.butler@powerauthority.on.ca>; 
Michael Killeavy <Michaei.Killeavy@powerauthority.on.ca>; Michael Lyle <Michaei.Lyle@powerauthority.on.ca>; Susan 
Kennedy <Susan.Kennedy@powerauthority.on.ca>; Smith, Elliot 
Subject: Fw: TransCanada - MPS - Release from Suspension 

Rocco, 

Do you see a need for the OPA to respond? 

Deb 

From: John Mikkelsen [mailto:john_mikkelsen@transcanada.com] 
Sent: Monday, January 31, 2011 05:40 PM 
To: Deborah Langelaan 
Cc: JoAnne Butler; Terry Bennett <terry_bennett@transcanada.com>; Michael Killeavy; Terri Steeves 
<terri_steeves@transcanada.com>; John Cashin <john_cashin@transcanada.com>; David Lever 
<DLEVER@MCCARTHY.CA>; rsebastiano@osler.com <rsebastiano@osler.com>; Susan Kennedy; Geoff Murray 
<geoff_murray@transcanada.com> 
Subject: TransCanada - MPS - Release from Suspension 

With Prejudice 

Dear Deborah, 
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Further to our recent discussions and emails, we have advised you that the suspension of the MPS contract for the gas 
turbines will expire today. Without further action by TCE, the suspension lapses and MPS would recommence work on 
the original turbines. 

Notwithstanding the changes in the scope delineation and pricing delineation provided by MPS on Friday January 28, 
2011, TCE believes that the most prudent course of action at this time would be to release MPS from suspension and 
direct them to commence work on converting the turbines to Fast Start, but to delay any decisions on the additional scope 
of work required for simple cycle operation at the Cambridge project (the cooling system and stacks). 
The choice of the fast start option will meet the requirements of the proposed Cambridge plant and, if that plant were not 
to proceed, will, in our opinion, increase the marketability of the turbines for reuse or resale. It will also fix the costs that 
TCE and the OPA are exposed to, in accordance with MPS's proposal, versus the unknown cost of continuing the 
suspension. 

In light of our ongoing discussions regarding the Cambridge project, and notwithstanding the recent disagreement 
regarding OGS damages which we are attempting to resolve with you, TCE intends to proceed as described above. We 
trust that the OPA concurs with this decision. In the event that the OPA and TCE do not reach agreement on the 
Cambridge project or an alternative project, any costs incurred by TCE under the MPS contracts, including for the above 
changes, will form part of any damage claim which TCE will have against the OPA for repudiation I termination of the 
OGS 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. 

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

Le contenu du present courriel est privil8gi8, confidentiel et 
soumis a des droits d'auteur. II est interdit de l'utiliser ou 
de Je divulguer sans autorisation. 
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Aleksandar Kojic 

From: Michael Killeavy 
Sent: February 3, 2011 12:56 PM 
To: 
Subject: 

Deborah Langelaan; Anshul Mathur; JoAnne Butler 
TCE Matter- K-W NRR and OGS ... 

Attachments: K-W NRR Analysis- Supplement 2 Feb 2011 v1.ppt; OGS Residual Value 3 Feb 2011 v1.ppt 

***CONFIDENTIAL AND WITHOUT PREJUDICE- PREPARED IN CONTEMPLATION OF LITIGATION*** 

Folks, 

Attached are the files we discussed at this morning's strategy session. 

Please limit the circulation of this material. 

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) 
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K-W Peaking Plant 

Net Revenue Requirement Analysis

Supplemental Analysis 

!tt!l'~~~ 

February 2, 2011 

Privileged and Confidential - Prepared in Contemplation of Litigation 



Background 

• At the 31 January 2011 meeting we discussed several 
options as a group. 

• This supplemental analysis presents the findings of 
additional model runs where the Contract Capacity and 
Contract Term are varied. 

• The model runs used a CAPEX of $654M, OGS sunk 
costs of $35M, alleged foregone profits of $500M, all 
discounted at 5.25o/o 

2 2!!"N~~ 



Variation in NRR with Term 
and Contract Capacity 

--,-~------------..,....---. --------~--····----~------.--··-··- ---~~~- - ·-· -· ---·-- __.,._ -~-~--·~- -- --- -- -- ~------·-··-

NRR 

Term 

450MW 500MW 

20 $23,373.08 $21,735.77 

25 $19,324.70 $18,092.23 

30 $16,993.70 $15,994.33 

35 $15,522.07 $14,669.86 
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450 MW Peaking Plant 
and Varying Contract Term 

--------- - ~--- -- ----- --- -- --------- -------
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500 MW Peaking Plant 
and Varying Contract Term 

~----.~--------- ----~--~ -~- -- -~-·---· -------- ----- -- ----~----·- --- --
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Conclusions 

• The NRR is reduced by increasing Contract Capacity and Contract 
Term, as we would anticipate. 

• The reduction in NRR to the level of OGS, i.e., $17,277/MW-month, 
only occurs for very long contract terms. 
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Oakville Generating Station 

Residual Value 

2!1.!..1!!!~ 

3 February 2011 

Privileged and Confidential - Prepared in Contemplation of Litigation 



Background 

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

• On 16 December 2010 TCE presented a project pro 
forma for the OGS bid into the SWGT A RFP. 

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

• It also shows a discount rate of 5.25% for discounting 
the cash flows. 
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Residual Value of the OGS 

-~~-------~,----------.,--~- -~~.,_---~.c·---.---.,...,.----------~-----~-----~--------- ----------- ----- ----------- ------ --------

• Upon examination, we discovered that the $503 million 
NPV is calculated over the thirty year life of the project, 
whereas the contract has a 20-year term. 

• We questioned the calculated NPV, and asked why an 
additional 10 years of cash flow had been included in the 
analysis? 

• TCE responded that the facility would still be viable at 
the end of the term and had counted upon getting either 
a term extension or a new contract. 

3 S!i'f.!!~t. 



Reasonable Damages 

• In the 7 October 2010 letter from the OPA to TCE we 
stated that TCE was entitled to its "reasonable damages 
from the OPA, including the anticipated financial value of 
the contract." 

• We assert that the OPA is only liable for OGS sunk costs 
plus any profits TCE might have earned over the term of 
the contract for the OGS. 

• Using the information supplied by TCE, we calculate the 
NPV of after-tax cash flows over the term to be $262 
million. 

mr.r~t 4 



TCE Position 

.,.....,.,.... .,_,...,-----~ -- ~-.,---,~-..,........--~~-----·------~ ----~-~---.-~~__,..,.-~---~---"·---- -~-.,----- --~~----- ·----~---~--~ ~--.-·· 

• TCE asserts that the financial value of the contract is 
$500 million. 

• TCE claims that this was the "deal" made with the 
Premier's Office. We have no direct knowledge of this. 

• TCE wants to enshrine this $500 million as the financial 
value of the contract in the Implementation Agreement. 

5 S!f1~~t. 



Legal Analysis 

• We have asked counsel to opine on whether contractual 
damages could potentially include consideration of 
residual value of the Contract Facility. 

• The argument that TCE might make is that but for the 
cancellation of the contract, not only would it have been 
able to earn contractual cash flows from the OPA, it 
would also have had a viable asset at the end of the 
term for which it might earn additional cash flows. 

• We have not yet received counsel's opinion. 
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Residual Value of the OGS 

-~~-------~,----------.,--~- -~~.,_---~.c·---.---.,...,.----------~-----~-----~--------- ----------- ----- ----------- ------ --------

• Upon examination, we discovered that the $503 million 
NPV is calculated over the thirty year life of the project, 
whereas the contract has a 20-year term. 

• We questioned the calculated NPV, and asked why an 
additional 10 years of cash flow had been included in the 
analysis? 

• TCE responded that the facility would still be viable at 
the end of the term and had counted upon getting either 
a term extension or a new contract. 

3 S!i'f.!!~t. 



Reasonable Damages 

• In the 7 October 2010 letter from the OPA to TCE we 
stated that TCE was entitled to its "reasonable damages 
from the OPA, including the anticipated financial value of 
the contract." 

• We assert that the OPA is only liable for OGS sunk costs 
plus any profits TCE might have earned over the term of 
the contract for the OGS. 

• Using the information supplied by TCE, we calculate the 
NPV of after-tax cash flows over the term to be $262 
million. 

mr.r~t 4 



Effect of Residual Value on NPV 

.........,.....__ -~ -~-..,-- _,....,..,..., .... ---~---------~------ -..--~------- -- ·------~-~ -~----~--~~,----~-- ~----~-

• With the very low discount rate of 5.25% used by TCE to 
calculate NPV, the residual value of the OGS has a 
significant impact on NPV of after-tax cash flows 
("NPV"). 

• In arriving at the $503 million NPV, TCE is discounting 
the final 10 years at the same discount rate as the 
contract cash flows. 
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Effect of Residual Value on NPV 

--------------- -- - -·--

• Usually, residual value cash flows are not discounted at 
the same rate as project cash flows because they are 
inherently riskier. 

• If are forced to consider residual value in the NPV, we 
will assert that it needs to be deeply discounted given 
the riskiness of these cash flows. 
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Effect of Residual Value on NPV 

..----~~--------------- ·---~---- -------~----~- -- ~- ---- --- -- ------ ---------------- ---------

Discount Rate NPV of Residual Net Contract Cash for Residual Cash Flows Flows Project NPV 
Cash Flows 

5.25% $241 $262.3 $503.3 

7.50% $142 $262.3 $404.3 

10.00% $80 $262.3 $342.2 

12.50% $46 $262.3 $307.8 

15.00% $26 $262.3 $288.6 

17.50% $15 $262.3 $277.6 

20.00% $9 $262.3 $271.4 
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Effect of Residual Value on NPV 
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Project NPV vs. Discount Rate for 
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Conclusions 

===·-~-------~--- ~- ---~ . ~-- -- . -- - -. --

• TCE is attempting to make the speculative, risky residual value cash 
flow less risky by building them into the val Lie of the K-W peaking 
contract. 

• This makes the risk profile of K-W a lot more attractive than OGS. 

• Any residual value that considered in the K-W NRR needs to be 
heavily discounted AND netted out for the residual value of the K-W 
peaking plant. The K-W Contract Facility will also have a residual 
value and we cannot compensate TCE twice for this. 
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Aleksandar Kojic 

From: Michael Killeavy 
Sent: February 7, 2011 2:46 PM 
To: 
Cc: 

Deborah Langelaan; Anshul Mathur; JoAnne Butler 
'Sebastiane, Rocco'; Susan Kennedy 

Attachments: Financial Value of the Contract Negotiation 7 Feb 2011 v2.ppt 

*** PRIVILEDGED AND CONFIDENTIAL- PREPARED IN CONTEMPLATION OF LITIGATION *** 

I put together the following slide presentation to guide our discussions with TCE tomorrow. This is an internal 
document only and I do not plan to share this with TCE at all. 

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) 
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Oakville Generating Station 

Financial Value of the Contract- Negotiation 
Strategy 

6 February 2011 

Privileged and Confidential - Prepared in Contemplation of Litigation 



Background 

• In the 7 October 2010 letter from the OPA to TCE we 
stated that TCE was entitled to its "reasonable damages 
from the OPA, including the anticipated financial value of 
the contract. " 

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

• The OPA disagrees that this is the financial value of the 
contract. 
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Alleged Financial Value of the Contract 

~.--~--.......,.,..,..-~-~--,.-~-..--,---- ........ - <~--------·--- ~--- - ---~-- -- ----- ~- ----~-- -~-~- --~---~---~--------~-~-~~ 

• The TCE financial model shows an NPV of $503 million. 

• $262 million are earned over the contract term. 

• $241 million are earned from the claimed 1 0-year remaining life of 
the Contract Facility. TCE has assumed that at the end of the 
contract term it would obtain a new contract for an additional 1 0 
years. 

• We can agree with TCE over the $262 million earned over the 
contract term. 

• We have the TCE OGS project pro form statement of after tax cash 

3 
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OPA Analysis 

•. We believe that the value assessed by TCE for the 
residual value of the Contract Facility is too high. 

• TCE has over-valued the residual value or salvage value 
of the Contract Facility .. 

• TCE has discounted the 1 0-year post-contract term cash 
flows ("residual cash flows") with the same discount rate 
as the cash flows during the contract term ("contract 
cash flows") even though the residual cash flows are 
riskier. 
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TCE Analysis 

.,....,....---·-~ --- --~-~-·-~--···--~- ·-.~-~-.- -- - --·.-· ··-- -- -·-- ···-

• TCE claims that its valuation of the residual value of the 
OGS is reasonable. 

• On policy grounds, TCE applies the same discount rate 
to contract cash flows and residual cash flows. 

• This results in the OGS have considerable residual 
value. 

• TCE claims that it has done to OGS that which it does 
for all the projects it develops. 
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Legal Analysis - Potential Damages 

• Normally, damages for a breach of a contract are the 
profits that would have been earned on the contract, but 
for the breach. 

• External counsel has advised us that consideration of 
the residual value of the Contract Facility, could be 
included in any assessment of damages. 

• In short, the OPA could be liable for contract cash flows 
AND cash flows it would have earned from the remaining 
life of the Contract Facility at the end of the term. 
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Legal Analysis - Exclusion Clause 

~~-.-----.--~~--~-. ---o-------·----------~--· ---------- ~----- ------ -·-- --- --- -,.....,...- ·- ----- --~--

• External counsel has also advised that the exclusion 
clause in s. 1.4 of the contract may well exclude any 
claimed loss of profits during the term and post-term 
insofar as the alleged loss is indirect. 

• The clause in the contract has never been tested by the 
courts [NTD: need to check with Os/erl 

• There could be an argument that the loss is a direct 
consequence of any alleged breach, but this is by no 
means an easy one to make. 
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Effect of Residual Value on NPV 

• With the very low discount rate of 5.25% used by TCE to 
calculate NPV, the residual value of the OGS has a 
significant impact on NPV of after-tax cash flows 
("NPV"). 

• Usually, residual value cash flows are not discounted at 
the same rate as project cash flows because they are 
inherently riskier. At the end of the term, no one knows if 
there will be a market needing contract support, whether 
a peaking facility will be needed at all, the condition of 
the facility, etc. 
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Effect of Residual Value on NPV 

-------·---~--.,..---~---~---.-----~--...,........_.. --------- ·---~~~------- ----~-- ... .,_.,.~------~ 

Discount Rate 
NPV of Residual Net Contract Cash 

for Residual Cash Flows Flows 
Project NPV 

Cash Flows 

5.25% $241 $262.3 $503.3 

7.50% $142 $262.3 $404.3 

10.00% $80 $262.3 $342.2 

12.50% $46 $262.3 $307.8 

15.00% $26 $262.3 $288.6 

17.50% $15 $262.3 $277.6 

20.00% $9 $262.3 $271.4 

9 ~~~ 



Effect of Residual Value on NPV 
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Principled Negotiation 

11 

-- ---.---,-~ --~--~-,...-.......-.......,..- ---- ··------~ -- --. ------~---------.-~---- - ~--- -------- ------ ------

• We should adopt a stance of principled negotiation, 
which places the focus on negotiating on interests 
derived from negotiating principles, as opposed to 
entrenching into positions and ·engaging in positional 
bargaining. 

• This will entail: 

1. Separating the people from the problem; 
2. Focusing on interests, not positions; 
3. Invent options for mutual gain; and 
4. Insist on using objective criteria. 
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Negotiation Principles 

• Our negotiations with TCE need to be founded on the 
following fundamental principles: 

12 

1. The OPA needs to ensure that the ratepayer interest is 
protected in getting value-for-money in the K-W peaking 
contract and not over-compensating TCE for the financial value 
of the OGS contract; 

2. The TCE relationship is a valuable one for the OPA and needs 
to be preserved; 

3. Whatever we do, and agree to, will be the subject of much 
scrutiny and needs to be completely defensible; 
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Negotiation Principles 

--.----~---.-----~----~~-----.-·~-----_,_.....-,..~--- --~---.---- --~----- --~- ~ ~ -- ---------------

13 

4. Residual cash flows for OGS need to be discounted 
appropriately to reflect the riskiness of these cash flows; 

5. There needs to be some basis for TCE arriving at the quantum 
of the residual cash flows for OGS; 

6. The OPA is only potentially liable for any incremental loss in the 
residual value of the OGS that is not captured by the new K-W 
peaking plant. 

!!f~~~ 



Protecting the Ratepayer 

• We should only compensate TCE for that which it might 
reasonably claim as damages if it were to commence an 
action for breach of contract. 

• This is the extent of the liability to which the ratepayer is 
exposed. 

• In arriving at a settlement we avoid all the costs 
associated with litigation, which is in the ratepayers' 
interest. 

14 ~~t, 



Preserving the TCE Relationship 

-~-- ....-~~--~-- ------------- --- -~-----·--- ~----- ----~-----,---~- ~---·--

• TCE is a good developer and commercial partner for the 
OPA. 

• It is has shown itself to be reasonable in its other 
commercial dealings with the OPA. 

• In preserving the relationship it is important to remember 
that this doesn't mean we "roll over and play dead." 

• We are not in the business of allowing counterparties to 
"fix" unrealistic bids in competitive procurements. 
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Defensibility 

• The settlement negotiations in general will likely be 
under great scrutiny. 

• Our decision as to what level we will compensate TCE 
for lost profits on OGS is going to be reviewed by the 
government, Auditor-General, and other parties. 

• Our decisions need to be based on objective criteria and 
benchmarks as much as possible so that they are 
defensible. 
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Discounting Residual Cash Flows 

~·--··-----__.,..~~~---··~~~ --~ --·-~~.·--·-·---~---·--·- ··--- ---·-·-·-··- -·-·~--

• We need to keep in mind that the residual value of the 
Contract Facility is not a "hard" value - it is speculative. 

• It is essentially TCE's educated guess at what economic 
life is left in the Contract Facility. 

• We need to be careful about allowing TCE to "lock in" 
this speculative value into the K-W peaking contract. 
This alters the risk profile of these cash flows- they 
become transformed into less risky cash flows if they are 
built into a contract NRR. 
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Discounting Residual Cash Flows 

• The financial information provided by to date has been 
very confusing. 

• TCE has provided a spreadsheet that purports to set out 
its unlevered economics for the OGS project. This 
spreadsheet indicates that all of the after-tax cash flows 
were discounted at 5.25o/o. 

• The TCE proposal in response to the SWGTA RFP 
indicated that TCE would fund the project entirely with 
equity. 
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Discounting Residual Cash Flows 

- --~~--~---.---~~~---~--~----·- ----· --- ---~------ ---~-·- -.---- ------~--~---- -~-~--

• The 5.25% discount rate is lower than TCE's cost of 
equity and it's even lower than its cost of debt. 

• Discounting the residual cash flows at a rate lower than 
the TCE cost of equity does not make economic sense 
since equity holders bear the risk of the cash flows not 
being realized. 

• The low discount rate does significantly increase the 
residual value of the contract facility. 

19 ONTARIO,, 
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TCE Rationale for Discounting 

• TCE states that it prefers to use a single discount rate for 
all cash flows, citing that varying the discount rate is 
arbitrary and confusing. 

• TCE has discounted the actual residual cash flows 
themselves to account for the riskiness of these cash 
flows. 

• TCE claims to have reduced the residual cash flows by 
20°/o, and then discounts them at 5.25o/o 
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Basis for the Quantum of the Residual Cash 
Flows 

.._,....---....--~----------~---- ~__,..------ ----~----~~~--~-- ·-T ·--~--- -··•· ---·• •••· • ·-- --·•• -----~--.----·~,..,.-~--·--.....,.----

• It's unclear how TCE arrived at the residual cash flows 
for OGS. 

• The first year after the end of the term the cash flows 
increase 4% from the last year of the contract and then 
stay level until years 9 and 10, when the cash flows 
increase dramatically to 130o/o and 214o/o, respectively, 
of the last year of the contract. 

• The increase in cash flows may represent sale of the 
peaking plant assets and land. 
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Basis for the Quantum of the Residual Cash 
Flows 

• There is no mention made of the potential liabilities 
associated with the plant in terms of decommissioning it. 
There can be significant liabilities associated with a plant 
at its end-of-life. 

• The quantum of the cash flows needs to be explained 
and justified by TCE. 

• The OPA needs to be satisfied that these are reasonable 
assumptions that can be defended by us when they are 
scrutinized. 
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Incremental Value 

~~----.--.. --..,..,--------.-----,-·-~~--~~-~--,.,.,.---··--~~~---·~·--··-· -- ~------ ·-- ~- ----- ----

• The K-W peaking plant will have a residual value, just as 
the OGS had a residual value. 

• The OPA is only liable for any shortfall in residual value. 

• We cannot allow the entire residual value for OGS into 
the K-W NRR because some, if not perhaps all, of this 
foregone residual value will be captured by the K-W 
peaking plant residual value. 
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Incremental Value 

----- --

• Assessing the residual value of the K-W facility at this 
point in time will be difficult because TCE hasn't yet done 
much site development work. 

• Given the increase in the amount of renewables being 
added to the system, a peaking plant could be quite 
valuable. On the other hand, depending on the price of 
carbon, the peaking plant might not be very valuable at 
all. 
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Incremental Value 

~~----~--~- --·-----·-·----,---· -------~~------ ----------- --

• In the absence of an agreement on the residual value of 
the K-W peaking plant we likely will need to resort to 
agreeing on the methodology to be used to determine 
the residual value of the K-W peaking plant. 

• We also need to achieve agreement from TCE that only 
the difference in plant residual values can be 
incorporated into the K-W peaking plant NRR. TCE has 
been reluctant to agree to this. 
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Conclusion 

• The OPA has sound principles upon which to engage in 
negotiations as to the financial value of the contract. 

• TCE has initiated the negotiations by staking out a 
position that the value is $500 million. It has held 
steadfast to that position until recently, when it appears 
to have relaxed its position. 

• TCE has had difficulty explaining the rationale for its 
position. No clear principles have emerged as being 
relevant to the calculation of this claimed $500 million 
financial value of the contract. 
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Conclusion 

-~----~-- -~-~----~-------,-~--,---.,---...,...~--------- --·~-- ·-- -- ·- --........ ---- ---- ----- -----· -.,--- -~--- ----· 

• In the negotiations we need to have TCE justify the 
residual residual value of the OGS Contract Facility. 

• We need to get TCE agree that the OPA can only 
compensate it for any incremental value lost in moving 
from Oakville to K-W. 

• In achieving these two objectives we can ensure that the 
ratepayer is protected and that our decisions are 
defensible. 
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Aleksandar Kojic 

From: Karen Frecker 
Sent: February 7, 2011 8:19PM 
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 
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-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 8:30AM 
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 
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? 

From: Michael Killeavy 
Sent: February 2, 2011 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, 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 

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, 2B11 1:53 PM 
To: Martha McOuat 
Subject: 

Attached is the scanned version of the BOARD STAFF's interrogatories. 

Cheers, 

Anna 
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2 QUESTION 

3 Supply Procurement and Contract Management 

4 Issue 3.3 

Filed: February 8, 2011 
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Exhibit I 
Tab 1 

Schedule 21 
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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 Bffab 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 TRe OPA has 
6 eAiere~ iRte RegetiatieRs with TraRsCaRa~a ERergy ta termiRate the OGS eeR!Reet aR 
7 m"t"ally satisfaetery terms. Three staff members from Electricity Resources and the Legal 
8 department have been have seeR ee~leyeeassiqned -to Regetiate the termiRatieR ef the 
9 OGS eentraetthe negotiating team. The OPA staff is assisted by external legal counsel and 

10 a technical consultant. •,s relleete~ iR the Bear~·s lss"es l:leeisieR, the OPA sees Ret 
11 e"rreRtly ha'/e the ability te alleeate er b"eget iRieFAal staff eests eR a ~rejeet l:ly ~rejeet 
12 l:lasis. The OPA aekRewleE1ges the statemeRt iR the lss"es l:leeisieR that "aR eF!JaRi~atieR 
13 'lAII"l tl"le OPA's sepl"listiealieR and respensibilities sl"le"le be able te pce•Aee iRfermalieR as 
14 te l"lew its b"E1get is allesate~ am eng initiatives" aR~. aeeer~iRgly, ll"le OPA will eReea•;e"r 
15 te ~e\•ele~ a ea~ability te alleeate iRtemal staff eesls fer the ~"r~eses ef its Re><l re•1eR"e 
16 re~"iremeAI s"bmissien. Performance will be measured in terms of limiting the cost to the 
17 ratepayer . ..= 
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Aleksandar Kojic 

From: Susan Kennedy 
Sent: February 8, 2011 9:31 AM 
To: 
Subject: 

JoAnne Butler; Michael Killeavy; Michael Lyle; Deborah Langelaan; "; " 
RE: Latest Attempt at Directive 

Attachments: KWC TransCanada Direction 26 01 2011 cln- OPA Comments_110204v2.docx 

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. 

Further to the below, attached is my "later [and greater, hopefully] attempt at a KWC 
Directive that might meet MEI and OPA needs if not wants). 

Susan H. Kennedy 
Director, Corporate/Commercial Law Group 

-----Original Message----
From: JoAnne Butler 
Sent: February 4, 2e11 1:59 PM 
To: Michael Killeavy; Michael Lyle; Deborah Langelaan; Susan Kennedy; 
Subject: RE: Latest Attempt-at Directive 

I r 0 I I 

' 

Yes, that could work - it would need to be changed in both background and directive 
paragraph. I am comfortable with the other red lines that Susan made •... 

JoAnne C. Butler 
Vice President, Electricity Resources 
Ontario Power Authority 

12e Adelaide Street West, Suite 16ee 
Toronto, Ontario MSH 1T1 

416-969-6ees Tel. 
416-969-6e71 Fax. 
joanne.butler@powerauthority.on.ca 

-----Original Message----
From: Michael Killeavy 
Sent: Viernes, e4 de Febrero de 2e11 e1:34 p.m. 
To: Michael Lyle; Deborah Langelaan; Susan Kennedy; JoAnne Butler; 
Subject: RE: Latest Attempt at Directive 

Sure, up to see MW is good. 

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) 
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416-969-6e71 (fax) 
416-52e-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 

-----Original Message----
From: Michael lyle 
Sent: Fri e4-Feb-11 1:28 PM 
To: Deborah langelaan; Michael Killeavy; Susan Kennedy; JoAnne Butler; 
Subject: RE: latest Attempt at Directive 

other option is "up to see MW". 

Michael lyle 
General Counsel and Vice President 
legal, Aboriginal & Regulatory Affairs 
Ontario Power Authority 
12e Adelaide Street West, Suite 1633 
Toronto, Ontario, MSH 1T1 
Direct: 416-969-6e35 
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: Deborah langelaan 
Sent: February 4, 2311 1:28 PM 
To: Michael Killeavy; Susan Kennedy; Michael lyle; JoAnne Butler; ; 
Subject: RE: latest Attempt at Directive 

I specifically asked Susan to include Contract Capacity of 4Se MW but based on yesterday's 
discussions it looks like we need a little wiggle room. Perhaps the language could be 
"approximately 4Se MW". 

Deb 

Deborah langelaan I Manager, Natural Gas ProjectsiOPA I Suite 163e - 12e Adelaide St. W. I 
Toronto, ON MSH 1T1 I 
T: 416.969.6e52 I F: 416.967.19471 deborah.langelaan@powerauthority.on.ca I 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2311 1:2e PM 
To: Susan Kennedy; Michael lyle; Deborah langelaan; JoAnne Butler; 'rsebastiano@osler.com'; 
'ESmith@osler.com' 
Subject: RE: latest Attempt at Directive 

2 



Could we mention the nameplate capacity of instead of referring to the Contract Capacity, or 
not mention capacity at all? We may need some flexibility in this regard as we go forward 
with TCE. 

Is it possible to mention the 7 October 2010 letter from the OPA to TCE in the last sentence 
on the second page,e.g., " •.. to reprofile investments already made by TransCanada and 
minimize overall costs in the context of the 7 October 2010 letter from the OPA to 
TransCanada"? I am thinking that we need something that links that letter's commitment to the 
negotiations, otherwise why are we doing it. 

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: Susan Kennedy 
Sent: Fri 04-Feb-11 9:18 AM 
To: Michael Lyle; Michael Killeavy; Deborah Langelaan; JoAnne Butler; 
'rsebastiano@osler.com'; 'ESmith@osler.com' 
Subject: Latest Attempt at Directive 

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. 

Attached is my latest attempt at a KWC Directive that might meet MEI and OPA needs (if not 
wants). 

All input welcome and appreciated. 

Susan H. Kennedy 

Director, Corporate/Commercial Law Group 

3 



Ontario Power Authority 

T: 416-969-6854 

F: 416-969-6383 

E: susan.kennedy@powerauthority.on.ca <mailto:susan.kennedy@powerauthority.on.ca> 

4 



LEGAL ADVICE- PRIVILEGED AND CONFIDENTIAL- NOT FOR CIRCULATION 

FebruaryJaauaey , 2011 

Mr. Colin Andersen 
Chief Executive Officer 
Ontario Power Authority 
Suite 1600 
120 Adelaide Street West 
Toronto, ON MSH I Tl 

Dear Mr. Andersen, 

Re: Kitchener-Waterloo-Cambridge Area New Supply (' 

I write in connection with my authority as the Minister of )':,~ergfi~ ot~:)o exercise the 
/~~/"-·., . ..__ · .. , ~'-_%-

statutory power of ministerial direction that I have in respec(Orthe:QJ]cir_i9 POWer Authority (the 
"OPA") under section 25.32 ofthe Electricity Act, 1998 (the''Act"). " · 

"'\, -;\->_,,. 

Background '..-:- ~;:. 

The 2007 proposed Integrated Power System Plan fOreC~ted need for a gas plant in Kitchener
Waterloo-Cambridge (the "KWC Area"). Buildillg on~futtieeds identified in the 2007 plan, in 
our Long Term Energy Plan, the Govemmefi{idenfffie_tthl value of natural gas generation for 
peak needs where it can address local and-S)'sterii· ~eliabllity issues. The Government confirmed 

·. -~ / '< -._ ' /': ' 
the continued need for a clean, modem ria:turai·gas-fif6d plant in the KWC Area. 

/,'."• "·"· •/,· 

The Government has deterrdiited ~i-~~ · i'llp~t···and advice from the OPA that it is prudent and 

necessary to build ~---.s~!llple.:CYrife __ Patl!r~J.'gas-fired power plant that has contract capacity of 
.•l'Jl'~"i~!lt•lx.1>~up to 5QO_ J\1,)\' Jor_~epl9)'1llell!J!l.th_e_ 1<,\\'C:. Are~ .~.Y.tll~ _sl'rinz.<?P()J5Jtlle. / .. { Formatted• H;ghl;ght 

"KWC Project") to rri~~(lo63.l_sYste~- needs. In the KWC Area, demand is growing at more than 
twice the provincial raie:o.:: 

. _: .• · . / 

Pursuant to a diridtion dated August 18, 2008 {the ''2008 Direction"), the OPA procured from 

Trai)§Canad{ E~~tgJi~~- ("TransCanada") the design, construction and operation of a 900MW 
natUral gas ger;t~rati_ilg Station in Oakville (the "Oakville Generating Station"). On October 7, 
2010)·1 annoum{~d' that the Oakville Generating Station would not proceed as changes in demand 
and su;(>Iy hav~ made the Oakville Generating station no longer necessary. 

In light of the foregoing, together with the OPA, the Government has discussed with 

TransCanada th~. -~~~!~-~~!~')- .<?K.~~~ -~<?_[}!!"~~- f<?t _t~e Q~l':Ym~ _ Q~f)-~~~~i_r:tB.~!~tj_<?~. ~r}~ _!! .P.~91t::~-~ ~ ... ·- { Formatted: Highlight 

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 



LEGAL ADVICE- PRIVILEGED AND CONFIDENTIAL- NOT FOR CIRCULATION 

capacity of 450MW in the KWC Area to address the reliability needs described above, including 

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. if it deems appropriate. combine such negotiations with settlement 

discussions in respect of the mutual termination of the contract for the Oakville Generating 
Station. looking for opportunities to reprofile investments already made by TransCanada and 
minimize overall costs. 

/1:' /»~ . ../.!· 
It is anticipated that the OPA will complete the contract for the KWC Proj~ct liy;!une 30, 201 I 

;,-,, ij/ "z 
having regard to a reasonable balance of risk for TransCanada, the mutuaUJsJmiri~pon of the 
contract for th_e Oakville Generation Project and the ~eeds and ~nteres~of~?'Iit~~-o :.;~ll6tricity 
customers. It ts further expected that the contract provide for an m service date ofno later than -:;;/ 7 '1/.. . 
spring of2015 to meet the demand needs of the community. %H'·· :/:?4 ~ wff%c 

/i{P//.:8':x: -~ ·;.;&w-:f 1ft % ~- ;.'/.-;• 
As with all electricity generation projects procured by th&~.QPA, 'b~e-·K;wc Project shall be 
required to undergo all applicable municipal and en~~:mmentfl\~npro~als to ensure it meets or 

"'l; -~ £ 
exceeds regulated standards, including those for air qu~ltty. noise~;~9dour and vibration. Any 
duty to consult and accommodate Aboriginal commuri1ties tittthe KWC Proiect must be fulfilled. 

'/ij :;..: » --~ '.) 
For greater clarity, the OPA is not required __ ._J)f··-~is(:Jtti:~ to enter into a contract with 
TransCanada if it is unable to reach agree-~e_pt w:i~" Ttihscanada on terms that satisfy the 
requirements of this direction and fully cbhSiq~ti-a~e.p~;Yers' interests. In such event, the OPA 

'0 ,, ''/. .,y;., 
may seek to recover· its costs, if any, r6l~t_ing~to the ·implementation agreement in accordance 

ffp7/::;: 'l/, '-'?. 
with its statutory authority. -:?:~~- ~ · ~~> ·~::::... •/ 

. ··-:Y- ~-,;;'-/ .. '-; 

I further direct that ~-*008 ~~ti-i~sJt.~by revoked. 
~ ~ '-% ~ 

This direction shallli'&effecitivd0and.bitiHing as of the date hereof. 
if-%. '''%-~ w.w 

'-:'\8;-. ·::;;--;?-



Aleksandar Kojic 

From: Susan Kennedy 
Sent: February 18, 2011 11 :23 AM 
To: 
Subject: 

Michael Lyle; JoAnne Butler; Michael Killeavy; Deborah Langelaan 
FW: KWC Directive - Suggested Revisions 

Attachments: MISC_110218_KWC TransCanada Direction.docx 

FYI 
-----Original Message----
From: Susan Kennedy 
Sent: Fri 2/18/2011 11:18 AM 
To: Calwell, Carolyn (MEI) 
Subject: KWC Directive - Suggested Revisions 

Carolyn, 

I'd mentioned that Colin had had some discussions with MEI (I can't quite remember who he 
spoke to) regarding some tweaks to the draft KWC directive - primarily regarding the need to 
allow the contract for the new plant to, potentially, form part of the settlement re Oakville 
Generating Station termination (if this happens, it would affect the pricing for the new 
plant which, without such a link, would be impossible to justify). 

Latest attempt to accomplish this objective is attached. 

Regards, 

Susan 

1 



LEGAL ADVICE- PRIVILEGED AND CONFIDENTIAL- NOT FOR CIRCULATION 

FebruaryJaaaary , 2011 

Mr. Colin Andersen 

Chief Executive Officer 

Ontario Power Authority 

Suite 1600 

120 Adelaide Street West 

Toronto, ON M5H I Tl 

Dear Mr. Andersen, 
~: -~?:¥%: 

"1:;#- -;;:;,;; 
~/ ;:;;~--. 

"<~:~, -~~..:? 
Re: Kitchener-Waterloo-Cambridge Area New Supply ,;p:::;~:~:/. ·.:/. 

:;;;, ·-:: 4f>::», % 
I write in connection with my authority as the Minister qf:.:.-~9.~rg9J_ in o~4er"}o exercise the 

statutory power of ministerial direction that I have in respec{Ofthtq~tatto pJ"\JJir Authority (the 

"OPA") under section 25.32 of the Electricity Act, 1998 (the7'Acf'). ·.\ "·\. 

Background ' .. ::::'"::,,, '''::\,,,;' 

The 2007 proposed Integrated Power System ··Pian forec~Jed 'l1~ed for a gas plant in Kitchener-
/ /,-;/ '?.· -;:. 

Waterloo-Cambridge (the "KWC Area"). Buildiilg_on:)be"lieeds identified in the 2007 plan, in 
'"#X' //.-. % L' 

our Long Term Energy Plan, the Govemmerff::~~eniifi.~;i ~the value of natural gas generation for 
peak needs where it can address local and;:S}'sterkreliability issues. The Government confirmed 

'/.'{: /0;; '0/ij, 
the continued need for a clean, modern natural ~-fired plant in the KWC Area. 

·~-. ;p;~/;;0, --::-~~--- ''0.o, 
The Government has deterffi~?-~2. ~~h<ihp~'t-"and advice from the OPA that it is prudent and 
necessary to build a simple/C)iC1€:;)laturai:.:gas-fired power plant that has contract capacity of 

I 
•//, .,, /~_ .. ,// -·-0-j_// 

i'l':l'f_OJ[iff!'!l~h:. 4_5!)ug ~o _500 M"~. fc)(~eQI O)'IJle!l!. i!l. th_e. I<.~(;. Are~. b_y_ t.~~-sprin_g_ ~[;!()I~. (the. _ .... · ·1 Fonnattedo Highhght 

"KWC Project") to n{€~(loifal.~~f~t~pf Deeds. In the KWC Area, demand is growing at more than 
twice the provincial rate."2"::--.. ··::;,,_ 

-:";;~·"''•::<.: .-•. <-\. -. 
Pursuant to a direCtion dated August 18, 2008 (the "2008 Direction"), the OPA procured from /;:;·:.-,_.,../, -.-; ., __ 

TratJ~Canad{Engrgy·itd. ("TransCanada") the design, construction and operation of a 900MW 
natt.fkl gas /enerad'iig station in Oakville (the "Oakville Generating Station"). On October 7, 

·-:;;.. ··;:;;-,.., ./'/, 
201 on}mnouneed that the Oakville Generating Station would not proceed as changes in demand 
and su{Pty;_ha~ made the Oakville Generating station no longer necessary. 

'".::-:/"'/ 

In light of the foregoing, together with the OP A, the Government has discussed with 

Trans Canada th~--~~~.'!!!!1:~~~~'! .. '?f -~~-~-~'?n!~~!- f<?~. _t_~~ _Q~~m~ _q_~':'l.~!"!l:~i.t:t't ~~t_i~~. ~~-~-P.~t?1~~-t ____ .. -- i Formatted: Highlight 

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 



LEGAL ADVICE- PRIVILEGED AND CONFIDENTIAL- NOT FOR CIRCULATION 

capacity of 450MW in the KWC Area to address the reliability needs described above, including 

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. if it deems aPPropriate. combine such negotiations with 
negotiations in respect of the mutual termination of the contract for the Oakville Generating 
Station. looking for opportunities to reprofile investments already made by TransCanada and 

minimize overall costs. 

<1- (;';;.4. 
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· mutui~(~hJriation of the 
contract for the Oakville Generation Project and the needs and interests:_o{diltarid{'btii"btricity 

,;~;r ··..-/-0 ''l,,, 

customers. It is further expected that the contract provide for an in s7§YiCe ~~t~f::of'ilp later than 

spring of201S to meet the demand needs of the community.&//:-·-;~~ ~t- ~ .,J:~· 
4/"'"·%. ·%'· ~~ 

/z-;, ·-;'% ~.}. 
As with all electricity generation projects procured by th'€~4?PA;r#},._.,e Kwc Project shall be 

required to undergo all applicable municipal and en.Jlr~nmenufi\~pro~als to ensure it meets or 

exceeds regulated standards, including those for air q~l!tf, noiSe;-~~~ur and vibration. Any 

duty to consult and accommodate Aboriginal c,zn:m'%-Jjiti.;0~~~;~: KWC Project must be fulfilled. 

For greater clarity, the OPA is not required:bfthis:dir<iCtion to enter into a contract with 
/~:J .;-., ///-.• //• 

TransCanada if it is unable to reach agree'ii:iemt with TiaflsCanada on tenus that satisfy the 

requirements of this direction and fully,C~hsidelfute ;i:Yers' interests. In such event, the OPA 
:;.-~ ··q~ '•//.;:_;;. 

may seek to recover its costs, if any, relating ·tp the implementation agreement in accordance 
• • • ,;- .-f/:<',;'~ --~ '1';-

Wlth tts statutory authonty. ;..;:;;__ ~ 5> :z;--
··..-- ( .. /-/ :.-;~ 

"//;• ·-~~- . 
I further direct that ~~008 ~tfbtt~s;h~~by revoked. 

~ 0. '?;; ~ 
This direction shall t)~effe6fivci'Bnc;l...biri'Ciing as of the date hereof. 

0"-t;., ''1:::. ''-'/@ 
""//_,. "/.;_,. 
'"\\. ~ 

.-;-., ., 



Aleksandar Kojic 

From: 
Sent: 
To: 

Michael Killeavy 
February 23, 2011 10:52 AM 
JoAnne Butler 

Subject: 
Attachments: 

TCE CAPEX Meeting Minutes 
Weekly_Mtg_Notes_2011 0217 _SMS_Revised (2).doc 

JoAnne, 

Attached are our minutes of the meeting held last Thursday to review the preliminary estimate 
.of the CAPEX for the K-W peaking plant. 

Michael 

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

1 



OPA/TransCanada OGS Negotiating Team 
Weekly Meeting Minutes 

February 17, 2011 
TCE Offices 

,•?<. 

Attendees: 
Michael Killeavy 
Deborah Langelaan 
Anshul Mathur 
Safouh Soufi (SMS) 
Elliot Smith (Osier) 

TransCanada 
Geoff Murray 
John Mikkelsen 
Andy Mather 

• ©I' 
~ 

.,;..'1} 
r~~(.J.J, 

TCE NRR 

c~~ 

"" .'> (. ''ir 

©';'> 
~ 

.:'<!,@ ,., 

John Cashin - by phone 

~"'t 
~~ 

0~ 
1. TCE still developing NRR's and not in a position to profiae to the OPA at this point in 

time. TCE was not able to provide a firm date wh~_nflWey expect to provide this 
information to the OPA In addition to providing fiRR's TCE will also be providing 
contract changes they will be seeking to meetJh\ir NRR targets. 

~ fQ 
~~ 

TCE Cambridge Peaking Plant CAPEX E~~ri!fte 
1. CAPEX discussion was prefaced~~he fact that this is an exercise to understand how 

TCE developed their costs andJJ"ot a negotiation of the costs; 
·-,1? cs. 

2. Parties agreed to focus Q,SPEX discussion on plant proper and exclude OGS sunk cost 
and OBL costs includir.!g. '?Cost of interconnections (electrcial & gas); 

~.~ 

3. TCE used an ISO·~ing of the GT's of 540 MW; however, SMS finds no support for such 
output from ~er'fal provided by TCErrurbine Vendor. SMS has information to suggest 
that the ISO,rating is more likely 51 OMW; 

~ '0'· 
4. TCE Ll~~d a proprietary process and an internal cost database to arrive at the cost 

estirn!ltes presented for the K-W peaking plant; costs are Class 5 Contingencies -

.~1J}!o"'l'~30% 
·~}\'>\·TeE defines any cost incurred prior to COD as CAPEX and any cost incurred after COD 

<%'t as OPEX; 

6. TCE will follow an EPCM approach for the construction of the potential project. Detail 
engineering will be carried out by an Engineer chosen by TCE. Construction using 
single contract with constructor selected using a competitive bidding process managed 
by TCE. Gas turbines will be "Free Issue" to the successful project constructor. 



7. IBL Costs 

• Equipment 

a. CGT r t cost es 1ma e ma d e up o f th ~ II e 0 OWinQ: 

2 X Gas Turbines US$144,698,480 TCE used 1.08 Exch Rate CN$156,000,000 

-<'" 
Transportation cost G"Jl$7,400,000 
based on Oakville .(; 0' 
transportaion study ~-> 

''I; 

"""~ Extra Technical US$3,600,000 TCE Exch Rate- NJA CN$3,888,000 
Assistance (T A) 

.... 
~ •AO @ 1. 08 Exch/R 

Fast Start, additional US$33,000,000 TCE Exc~~ale- N/A CN$35,640,000 
scope and schedule 

~~ delays @ 1.08 Exch/R 
0 ... n. 

Total used by TCE ~- CN$21 0,168,881 
(0 

Total calc. by OPA "'• CN$202,292,800 
"'i!~ 

-~ 
= .@ 

~ 
TCE is confident of the turbin~~sts and have not built much contingency into 
the figure; however, they ha1e included contingencies for FS, TA costs & 
transportation costs; ,.".,. 

b. Others - compressoH;}\ransformers; 
c. BOP Equipment - o\tier engineered equipment such as fire protection system 

and instrumentati&l'& control. Costs are only for equipment; 
.;,. ... ~'U 

• IBL- Executio9.,-.; 
0 

d. TCE'~'){PEX buildup assumes engineering is performed by a TCE-retained 
engin.eer and the work product is given to a Contractor; 

e. Eilg'ineering includes $4,000,000 of external development engineering; 
f. e~onstruction includes full scope construction, commissioning and startup. 

~(Jj Project Management, Construction management, O&M mobilization costs are 
@ estimated at $18,605,081 and not included in Construction. 

·~ .4 
4l!<l,<>; • IBL- Other IBL 
''·~ 

g. CGT Change Order- have included $4.1 MM (1% of project total) for GT change 
order allowance. Main driver for this is unknown noise mitigation costs due to the 
fact that TCE hasn't yet performed noise studies; 



h. Usually TCE will use Y:.% of GT costs for potential change orders (this works out 
to be around $1M) but used a higher figure (around $4M) because turbines have 
new technology. 

i. TCE's EPC Change Order allowances are based on other projects they've 
completed. OPA noted that such allowance is communsurate with projects 
where the detail engineering is released before it is complete or projects not well 
managed. This is essentially a large allowance for artificial risk; "".f;> 

j. Landscaping- $2MM. Landscaping is expensive as TCE experienced at PtC>& 
Halton Hills. • 'f/)11 

.~<~ 
8. Owner's Cost V 

~ 
a. Development Cost- this is TCE's personnel cost to develop the~roject; 
b. PM & CM - TCE intends on performing the commissioning, ~'11( {NTD: SMS 

doesn't recall TCE saying they will perform commissionipg}'> 
c. O&M Mobilization- TCE staff will be on site -12 montfls~rior to commissioning; 

back office activities; cost is less than what was budg!lted for OGS 
d. Net Start-up Energy- electricity and natural gas.c;p"!iis during commissioning; 

cost includes margins due to new technology f:>~ 
e. Capital Maintenance- L TSA (upfront pay~ of $17MM); life-cycle cost of 

L TSA included in OGS NRR; compressor,spurs, blades; 
f. Site Purchase- cost of Boxwood site,[s''estimated at $31.7MM (90 acres@ 

$325,000/acre). TCE needs to purcl;l~e a plot of land this large in order to 
acquire sufficient water rights an9Jnfake for the plant, but could use a smaller 
plot of land if they can negotiate""a& deal with the city that will provide them the 
necessary water rights; §<.<!,(!)'> 

g. Community Benefits- TCErassumed $20,000,000 for this activity and no further 
~ 

information is availa~l$-~t this time. 

9. Project Uncertaintities ft>~ 
~® 

tf~~ If;} 
a. Developmer;Jt'i,'\llowance - cost of $25MM may go away as TCE further develops 

the proj~ct;Jlnd acquires more certainy; 
b. Risk & G.ontingency - Contingency costs associated with things TCE hasn't yet 

identiffed but may be required; .. ~-~ ... 
c. Risk'& Contingency- Risk is now a calculated figure. CAPEX will be adjusted 

(gn the basis of the Monte Carlo analysis. Risk & Contingency are on average 
@¢§?about 4% of the total CAP EX budget as advised by TCE; 

1 O:>cSJsecific Cost - CAP EX in ($/kW) 
.~"-·' 

0<."" TCE Specific Cost for Equipment, Execution, Other IBL, Owner's Cost, Taxes and 
·'- project uncertianties ("TotaiiBL") is $1,023/kW based on 540 MW ISO rating. 

Using ISO rating of 510 MW, TCE Specific Cost for TotaiiBL is $1,084/kW. 



TCE Specific Cost for TotaiiBL and OBL ("AU-In-Cost") is estimated at $1 ,215/kW and 
$1 ,287/kW for ISO rating of 540 MW and 510 MW respectiveUy. OGS sunk cost is not 
included in AU-In-Cost. 

OPA advised TCE that based on publicly available information the AU-In-Cost for NYR 
based on that project ISO rating is $928/kW compared to TCE at $1 ,287/kW. TCE is over 
$350/kW higher than NYR. NYR specific cost should be higher than TCE's for a numbe,hQf• 
reasons including economy of scale, EPC approach and others. A more careful analy1)$" 
between the two projects is required to establish TCE's Specific Cost on an adjustediNYR 
basis. .;-..0) 

·~ \.'-" Other Business ·§i, 
0 

1. Senior Executives of OPA and TCE will be meeting on February '{;J.fJ~" 

2. TCE expects to provide OPA with Sunk Cost evidence by Fe~~ry 25th 

~ 
3. Next Negotiating Team meeting Thursday, Febr~ary 24~@ 2:30 p.m. needs to be 

rescheduled due to conflict w1th OPA Board of Directors meet1ng. 0 .. v 
. "'"" ~<:~ 

ru~ 
;f 

~<$.~~ 
~ .. 

. ..._llf 
~'.;;, 

f,...,-o(/1 
o<t;;i v 

~-~ 
~~ 

?:3-1/f 
,_0 

~'1) 
~{~~ 

-~""'" ~<;,"'> 



Aleksandar Kojic 

From: 
Sent: 
To: 

JoAnne Butler 
February 24, 2011 11:20 AM 
Deborah Langelaan 

Cc: 
Subject: 

Manuela Moellenkamp; Michael Killeavy; Deborah Langelaan 
RE: OGS Board Presentation 

Attachments: OGS_BOD_CM_20110224.ppt 

Deb, 

I added Hilary's slide and made some changes to the slides, again thinking that we are only going to get past the first two 
anyway. I had a brief chat with Michael as well. We can discuss when you get back .... 

Manuela, when Deb has checked over slides, can you please put on USB and make 15 copies .... 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@powerauthoritv.on.ca 

From: Deborah Langelaan 
Sent: Jueves, 24 de Febrero de 201110:05 a.m. 
To: JoAnne Butler 
Cc: Michael Killeavy 
Subject: RE: OGS Board Presentation 

JoAnne; 

I just finished a meeting and am heading to an off site meeting. I will be back around noon and will touch base with you 
then. 

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 1 F: 416.967.19471 deborah.langelaan@powerauthority.on.ca 1 

From: JoAnne Butler 
Sent: February 24, 2011 9:42 AM 
To: Deborah Langelaan 
Cc: Michael Killeavy 
Subject: RE: OGS Board Presentation 
Importance: High 

Deb, are you free to come by and see me asap or in a meeting? I just met with TCE and we can add a few updates to 
the slides. 

1 



Yes, I like the idea about the FN slide ... 

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@powerauthoritv.on.ca 

From: Deborah Langelaan 
Sent: Jueves, 24 de Febrero de 2011 09:02 a.m. 
To: JoAnne Butler 
Cc: Michael Killeavy 
Subject: OGS Board Presentation 

JoAnne; 

Attached is the OGS presentation for to day's Board meeting. Michael has reviewed it and I would appreciate if you would 
too and provide me with your comments. Hillary Thatcher has offered to provide us with a slide on TCE's First Nations 
work in the Kitchener/Waterloo area and I will add that once I receive it. 

Deb 

2 



Winding Up of the Oakville 

Generating Station (OGS) Contract 

Board of Directors 

2!!:".!!!!~ 

February 24, 2011 

Privileged and Confidential - Prepared in Contemplation of Litigation 



OGS Update 

• OPA/TransCanada Energy (TCE) negotiating team has met 5 times since 
January's Board update. 

• Discussions continue to be productive with respect to the "winding-up" of 
the Contract. 

• TCE planning to deliver proposal, implementation agreement and letter to 
Colin over next few weeks. 

• We have completed our due diligence, as much as we can at this point until 
site is chosen, on capital costs. Still contain large risk premiums. 

• We are doing our own due diligence on commercial factors and hiring third 
party expert. 

• OPA continues to work with the Ministry of Energy on the drafting of the 
Directive to authorize negotiations with TCE for the replacement project. 

• Ministry warming up to the idea of including language that references the 
inclusion of the financial value of the OGS Contract into the net revenue 
requirement of the replacement project. 

!!!.'W!~t. 



Next Steps 

---~--~--~-~-~~--.-- -.--.----~-- -- -- -----~-~---·-- --- --~ --

• Continue discussions with TCE to achieve the following: 
- Counter offer based on commercial review; 

- Finalize technical design requirements; 

- Siting of replacement facility; 

- Negotiation and execution of the Implementation 
Agreement; 

- TCE plan for handling First Nations issues. 

Inform MO/PO and get buy in to disclose and move forward. 

2!!!-J\!~ t, 



OGS Update 

• Excerpt from TCE's 2010 Annual Report: 
- In September 2009, the OPA awarded TransCanada a 20-

year Clean Energy Supply contract to build, own and 
operate a 900 MW power generating station in Oakville, 
Ontario. TransCanada expected to invest approximately 
$1.2 billion in the natural gas-fired, combined-cycle plant. 
In October 2010, the Government of Ontario announced 
that it would not proceed with the Oakville generating 
station. TransCanada is negotiating a settlement with the 
OPA that would terminate the Clean Energy Supply 
contract and compensate TransCanada for the economic 
consequences associated with the contract's termination. 

!!t~t. 



Replacement Generation Project 

-·-~--~·---~---~----------~--·- --- ---- - ·-- -- -·· 

• TCE still leaning toward development of the Boxwood 
Industrial Park site. 

• TCE and OPA continue to wait for Ministry of Energy 
authorization to contact the City of Cambridge about the 
proposed project. 

• The continued delay in contacting the City of Cambridge 
is becoming. extremely problematic as word is starting to 
leak out about the replacement project. 

• "Focus is on Cambridge site for power plant" 
headline of Toronto Star article dated February 18th 

2!!.'~~~ 





Aboriginal Relations and TransCanada 

~~~~-c-~-~~··---·---------·--------~ ·---- ---- --------• --- -·--y•·~- ---·-------------- -- ----

• TransCanada has begun high level consultation with Aboriginal 
communities in the Kitchener Waterloo Cambridge area, as they 
await an announcement from the OPA with respect to the project. 

• TransCanada has engaged the elected officials and community at 
the Mississauga of New Credit, as well as the Elected Council and 
Confederacy Chiefs at Six Nations of the Grand River on the KWC 
project. 

• In 2008, TransCanada entered into a community agreement with the 
Mississauga of New Credit First Nation to deal with projects in their 
territory. There continues to be a positive working relationship 
between the community and TransCanada. 

• TransCanada recently offered to enter into community agreements 
with each of the Elected Council and Confederacy Chiefs as it 
relates to TransCanada's operations and projects throughout their 
traditional territory. Both groups have expressed openness to 
developing such an agreement. 

!!!!.'~~t. 



Mitsubishi (MPS) Gas Turbines (GT's) 

• GT's originally purchased for OGS were designed for a 
Combined Cycle generation plant. 

• Fall 2010 TCE suspended MPS contract until January 
31,2011. 

• January 28, 2011 TCE released MPS from suspension 
and directed them to commence work on converting the 
GT's to Fast Start. 

• Fast Start option will meet the requirements of a Peaking 
generation plant in Cambridge. 

• Fixed the suspension costs that TCE had been incurring 
under terms of MPS ESA. 

2!!:"~!~~ 



Price of Peaking Plant Conversion 

--~~-~-----.....--~ --~---~--~----------~-------- --~--- --------- ~~ ---- -· 

• The incremental estimated price for the conversion remains $33 MM (US) 
+/- 25%. . 

• MPS revised the price to convert the GT's to Fast Start from $3 MM to $6 
MM. 

• MPS revised the price to convert from Combined Cycle to Simple Cycle 
from $15 MM to $12 MM. 

• Delayed delivery and suspension costs remain $15 MM. 

• TCE expects to receive MPS final price for Peaking plant conversion on 
February 28, 2011 and price is not to exceed 125% of the estimated price 
(US $41.25 MM). 

• If the final price is higher the OPA will pass the risk onto TCE in the 
commercial negotiations since TCE believes they have a cap on the price. 

2..~-9!~t. 



Cambridge Capital Costs 

• TCE has provided the OPA with its estimated capital 
cost for Cambridge. 

• OPA review has concluded that TCE has included large 
premiums for risk. 

• Site uncertainty has prevented TCE from firming up 
many of its capital costs. 

~~~ 



Aleksandar Kojic 

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

Dear Deborah, 

John Mikkelsen Oohn_mikkelsen@transcanada.com] 
March 1, 201111:49AM 
Deborah Langelaan; Michael Killeavy 
JoAnne Butler; Terry Bennett; Brandon Anderson; John Cashin; Geoff Murray 
TransCanada Potential Project- Schedules B and C 
lA Schedule B NRR (Feb 24 11)_0PA.doc; lA Schedule C NRR (Feb 24 11)_0PA.doc 

Further to the meeting of February 24, 2011 between TransCanada and the OPA, and in accordance with your 
designation letter of February 24, 2011, please find attached TransCanada Potential Project Pricing and Terms Proposal 
designated as Schedules B 1, B2, and B3 and Schedule C all dated February 24, 2011. 

Best regards, 

John Mikkelsen, P. Eng. 

Director, Eastern Canada, Power Development 

TransCanada 

Royal Bank Plaza 
zoo Bay 5 treet 
24th Floor, South Tower 
Toronto, Ontario MSJ 2J1 

Tel: 416.869.2102 

Fax:416.869.Z056 

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. 
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Net Revenue 
Requirem~nt 

.· 

.. · . 
NetRevenne 
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CONFIDENTIAL 
February 24'\ 2011 

SCHEDULEB1 
PRICING 

$ 16,900 I MW-month 

50% 
Requirement IndeXing 
Factor 

· .. .. • 
. • 

Annual Average Contract *MW 
Capacity (from and after 
thr Contract Facility COD) 

Nameplate Capacity *MW 

Start-Up Gas for the 1,500 MMBTUistart-up 
Contract Facility 

Start-Up Maintenance $ 51,000 I start-up 
Cost 

. 

O&MCosts $5.751MWb 
. 

OR Cost $ O.SOIMWb 

. Season 1 Season 2 

Contract Heat Rate 10,420 10,550 
MMBTU/MWb MMBTU/MWb 

(HIN) (HIN) 
- ---·. .. ·------

Contract Ca[!aci!J::: 510.0MW 481.5MW 

10nORCC OMW OMW 

Season 3 Season 4 

10,660 10,580 
MMBTU/MWb MMBTU/MWb 

(HIN) (HIN) 

455.9MW 475.0MW 

OMW OMW 



VP#l -Permits and Approvals 

CONFIDENTIAL 
February 24th, 2011 

SCHEDULEB2 
VALUE PROPOSITIONS 

In light of the cancellation of the Facility and the Original Contract, and the change in risk profile that this 
has created for developers since that decision, the Contract will provide that ifTCE is unable to secure a 
permit or approval for the construction or operation of the Potential Project or any level of government 
otherwise prevents the construction or operation of the Potential Project then TCE will be able to 
terminate the Contract and, upon such termination, recover from the OPA its reasonable costs incurred 
with respect to the Facility and the Potential Project and TCE's anticipated financial value of the Original 
Contract [Defined as a Number for the lA). In addition to TCE's relief from Force Majeure, TCE 
would also recover from the OPA its reasonable costs as a result of delays arising from Force Majeure 
relating to permitting. 

VP#2 -Oakville Sunk Costs 

The Contract will provide that sunk costs associated the development of the Facility totaling [$37 
million] will be paid immediately to TCE at time of executing the Contract. These sunk costs [havelbave 
not] been reviewed by the OPA and further due diligence and review [wi!Uwill not] be required. 

VP#3 - Interconnection Costs 

As a result of the compressed time for development of the Potential Project TCE will be unable to 
determine the costs associated with electrical and natural gas interconnections to the same level of detail 
as associated with the Facility. Accordingly, the Contract will provide a mechanism whereby the OPA 
will directly pay for all costs associated with the electrical and natural gas interconnections in a manner 
that will not subject TCE to carrying costs. For the gas connection this will include all costs paid to the 
local gas distribution company ("LDC') that is associated with the connection to the Potential Project 
from the LDC including a contribution in aid to construction ("CIAC") and terminating at the 
demarcation between the Potential Project and the LDC on the Potential Project site. For the electrical 
connection this will include all costs associated with the design engineering, construction and 
commissioning of the electrical facilities between the high voltage side of the Potential Project switchyard 
and the point of connection to the Hydro One transmission system including land and easements if 
applicable. 

VP#4 - Gas Delivery and Management Services Costs 

The Contract will provide that all gas delivery and management services costs will be excluded from the 
NRR and that such costs will be paid for by the OPA in a manner consistent with the Portlands ACES and 
Halton Hills CES Contracts. 

VP#S- Net Revenue Requirement Indexing Factor ("NRRlF") set at 50% 

As a result of utilizing the MPS gas turbines in this Potential Project service, operating cost is a materially 
larger part of the economic picture and accordingly significantly more of TCE's costs are escalating. The 
portion ofTCE's costs subject to escalation is approximately 50% as opposed to the current maximum of 
20%. Accordingly the Contract will be modified to reflect this higher proportion subject to escalation by 
incorporating a NRRIF of 50%. Specifically in Section 1.1 of Exhibit J of the Contract the NNRIF 
definition will be modified to remove the words "between 0.00 and 0.20". 



VP#6 - Option to Extend Term 

CONFIDENTIAL 
February 24'\ 2011 

As a mechanism for recovery of Potential Project costs, the costs incurred by TCE with respect to the 
Facility and TCE's anticipated financial value of the Original Contract, the Contract will be premised on a 
3 0 year term or premised on a 20 year term with a unilateral option for TCE to extend the term of the 
Contract, on the same terms, conditions and prices, for an additional I 0 years. 

VP#7- Capacity Check Test 

In an effort to more accurately reflect the actual capacity delivered to the Province of Ontario Section 
15.6 (b) of the Contract will be modified to reflect average ambient temperatures during each season. 
Specifically in Section15.6 (b) (i) replace "7.0" with "-5.8", in Section 15.6 (b) (ii) replace "21.0" with 
"5.7", in Section15.6 (b) (iii) replace "30.0" with "18.6", and in Section 15.6 (b) (iv) replace "24.0" with 
"8.3". 

VP#8- Potential One Hour Run 

Maintenance costs associated with the Mitsubishi Heavy Industries MSO I GAC Fast Start engine are 
significant and predominantly driven by number of starts. The logic contained Section 3 of Exhibit J to 
the NYR Contract can result in Imputed Production Intervals one hour in duration whereas the associated 
recovery of start costs is assumed to be over two hours. In an effort to recognize the unique attributes of 
these engines the Contract will be modified to ensure the plant is only deemed on when power prices 
provide for full recovery of start charges within an hour. Specifically Section 3 .1.1 (ii) (a) A of Exhibit J 
of the Contract will be modified to remove the words "50% of'. 



SCHEDULEB3 
NYRCONTRACTCLEANUP 

Value Proposition Incorporation 

CONFIDENTIAL 
February 24th, 2011 

The Value Propositions outlined in Schedule B2 will be incorporated. 

GD&M Partial Recovery 
The NYR Contract included a provision for a portion of the Gas Distribution and Management costs to be 
recovered via NRR and the rest to be recovered via a side agreement. The contract for the Potential 
Project will be premised on all costs being recovered via the side agreement as per VP# 4. There are 
references throughout the NYR Contract that will require clean up to reflect this situation. 

Schedule A 
There may be items in Schedule A of this Implementation Agreement that need to be incorporated into 
the NYR Contract including, but not limited to, the Emissions Limits and Emission Measurement 
Methodology. 



CONFIDENTIAL 
February 24th, 2011 

SCHEDULEC 
PROCESS 

Schedule Bl provides TCE's currently proposed contract parameters for eventual incorporation 
into the Contract. This Schedule C describes the mechanism by which the NRR set out in 
Schedule Bl will be adjusted between the effective date of this Agreement and the execution and 
delivery by the Parties of the Contract. 

The following contract parameters outlined in Schedule B 1 will not be adjusted from the values 
contained in Schedule B 1 (the "Fixed Parameters"): the Contract Heat Rates (MMBTU/MWh 
HHV) for Seasons 1, 2, 3 and 4; the Contract Capacities (MW) for Seasons 1, 2, 3 and 4; the 
Annual Average Contract Capacity (MW); Start-Up Gas for the Contract Facility (MMBTU/start
up); Nameplate Capacity (MW) and Net Revenue Requirement Indexing Factor (''NRRIF")(%); 
Start-Up Maintenance Costs ($/start-up); O&M Costs ($/MWh), and OR Cost ($/MWh). 

The only parameter in Schedule B 1 that may be adjusted prior to being incorporated into the 
Contract is Net Revenue Requirement (''NRR"). 

Upon execution of this Agreement, TCE will begin development work on the Potential Project 
including siting, stakeholder outreach, engineering design, contracts for equipment procurement, 
and contracts for construction. The development work will be undertaken in order to ascertain 
final estimates of capital costs, operating costs, plant performance and schedule prior to execution 
of the Contract. 

Adjustments to NRR will be based on changes in the following capital cost elements (the 
"Adjustment Capital Cost Elements"): 

Value at Time of 

Adjustment Capital Cost Elements 
lniplementation 

Category 
Agreement 
Execution 

Gas Turbine Fast Start (Additional Scope, stacks, coolers) $12,600,000 Soft 
Gas Turbine Technical Assistance $3,622,500 Estimated 
Gas Turbine Transportation $7,380,680 Estimated 
Engineering $20,738,776 Soft 
Maior Eouioment $24,349,133 Soft 
Construction $89,927,715 Hard 
Engineering and Construction Risk $6,552,116 Soft 
IBL Allowances (EPC, CTG, Noise, Grounding) $18,607,205 Soft 
Landscaoing $2,000,000 Estimated 
HV Switching Station I Tap Station $1,850,000 Estimated 
Interconnects Excluding gas and electrical (Potable Water 
Supply, Waste Water Discharge I Sewer, Construction $700,000 Estimated 
Power, Telco Interconnects) 
Storm Water Pond $4,394,750 Estimated 
Net Start-Up Energy (Fuel Cost+ Back Feed Power-

$6,234,172 Estimated Power Revenue) 
Fuel Gas Delivery & Mgmt Charges for start-up and 

$3,000,000 Estimated 
commissioning 
Capital & Operational Spares (excluding MPS GT Spares) $1,824,375 Soft 



Land Purchase 
Community Benefits and Contribution 

CONFIDENTIAL 
February 24th, 20 II 

-2-

Development Charges, Park's Fee, Permit & Development 
Fee (Site Plan Approval), Aboriginal Community 
Contribution 
Escalation 
TOTAL 

OPAReview 

$29,250,000 Hard 
$20,000,000 Soft 

$2,990,000 Estimated 

$9,372,568 Estimated 
$265,393,990 

Once the development work is complete TCE will provide the OPA with a final estimate for the 
Adjustment Capital Cost Elements and associated supporting documentation. 

Costs for which TCE will obtain contracts, binding quotes or other firm commitments prior to 
execution of the Contract (the "Hard Capital Costs") are categorized as such in the table above. 
TCE will provide the OPA, on a confidential basis, with copies of the contracts, binding quotes or 
other firm commitments as supporting documentation for the Hard Capital Costs. The OPA's 
review will be limited to ensuring TCE's final estimate is congruent with the supporting 
documentation. 

Costs that will be based on non-binding estimates, discussions or agreements with third parties at 
the time of execution of the Contract (the "Soft Capital Costs") are categorized as such in the 
table above. TCE will provide the OPA with copies or summaries of the non-binding estimates, 
discussions or agreements. The OPA's review will be limited to ensuring TCE's final estimate is 
congruent with the supporting documentation. 

Costs that are estimated, built-up or provided as allowances for development and risk at the time 
of execution of the Contract (the "Estimated Capital Costs") are categorized as such in the table 
above. TCE will provide the OPA a break dowri of such estimates and the OPA's review will be 
limited to ensuring such estimates are in line with good utility practice. 

It is possible that some costs may not fall into the predicted categories (Hard, Soft or Estimated) 
by the end of the development work. TCE will indicate to the OPA any changes in category and 
be held to the due diligence standard of the new category. 

Once the Parties have completed the above review the final estimate for the Adjustment Capital 
Cost Elements shall used to modify the NRR for inclusion in the Contract. 

Conversion Mechanism 

The final estimates for the Adjustment Capital Cost Elements will be used to adjust NRR, 
provided that the adjusted NRR incorporated in the Contract will not exceed $17,277/MW
Month, as follows: 

• For each Adjustment Capital Cost Element there is an estimated value at the time of 
executing this agreement, which is contained in the table above (the "ACCE !A Value") 

• For each Adjustment Capital Cost Element there will be a final estimated value provided 
by TCE to the OPA and agreed to through the OPA Review described above (the "ACCE 



Final Value") 

CONFIDENTIAL 
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• For each Adjustment Capital Cost Element there will be a difference between the ACCE 
lA Value and the ACCE Final Value determined as the arithmetic difference between the 
ACCE lA Value and the ACCE Final Value (the "ACCE Difference"). For clarity the 
ACCE Difference will be the ACCE Final Value minus the ACCE lA Value. By way of 
example, if the ACCE Final Value for a given element is higher than the ACCE lA Value 
then the ACCE Difference will be a positive number, demonstrating an increase in that 
element. 

• These differences will summed for all Adjustment Capital Cost Elements (the "Total 
ACCE Difference") 

• The Total ACCE Difference will be multiplied by 0.0000126813 (the "NRR Conversion 
Rate") to give the adjustment to the NRR (the "NRR Adjustment Value"). 

• The NRR that will be entered into the Contract will be the NRR indicated in Schedule B I 
plus the NRR Adjustment Value (the "Final NRR"). 

The development of this Schedule C is constructed on the basis of a set of assumptions and 
engineering at a very preliminary stage of the development process. For example, there were no 
technical design criteria available (Schedule A) at the time of this work and TCE was not able to 
determine the availability or suitability of the proposed site for the Potential Project. As such 
there is a risk that the more detailed engineering and development identifies issues or costs that 
may impact this Schedule C. 



Aleksandar Kojic 

From: JoAnne Butler 
Sent: March 2, 2011 4:02 PM 
To: John Zych; Michael Killeavy; Deborah Langelaan 
Subject: RE: Teleconference Board meeting on Wednesday, March 16,2011 from 12:00 (noon) to 

2:00p.m. 

John, please add an Oakville GS Update for fifteen minutes: 

Deb, Michael, the Board Chair has asked that we provide the slides in advance so please do that. Mike Lyle has said that 
it is ok. Consider the update from the last slides that we presented last week ... so maybe one or two slides at the most 
since we have to have them to Colin by Friday. The biggest thing to note is probably that the TCE offer has been 
received and what our proposed plans and timing are to counter. 

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@powerauthoritv.on.ca 

From: John Zych 
Sent: Miercoles, 02 de Marzo de 2011 03:45 p.m. 
To: Colin Andersen; Amir Shalaby; Michael Lyle; JoAnne Butler; Kim Marshall; Andrew Pride; Kristin Jenkins 
Cc: Irene Mauricette; Clare Hudson; Robert Godhue; Crystal Pritchard; Cathy Schell; Marsha Terry; Jacquie Davidson; 
OPA Directors 
Subject: Teleconference Board meeting on Wednesday, March 16, 2011 from 12:00 (noon) to 2:00 p.m. 

The (former) potential Board teleconference meeting on Wednesday, March 16,2011 from 12:00 (noon) to 2:00p.m. will 
now be held. 

A draft agenda is attached. Please advise whether I have described your agenda item correctly (title, information/decision 
and presenters) and have allotted an appropriate amount of time for it. The RES curtailment matter is still tentative. Are 
there any other ttems? 

Materials need to be submitted to Colin Andersen for his review by Friday, March 4 (with a copy to John Zych), materials 
must be received by LARA at the close of business on Tuesday, March 8, and the mailing will be on Wednesday, March 
9. (This will be a teleconference meeting, so no printed material will be needed.) 

The first slide of the slide deck, in the case of a presentation of information, should consist of the purpose of the 
presentation and a statement of present status of the matter and, in the case of presentation for a decision, the slide deck 
should consist of the purpose of the presentation and the "bottom line", i.e., what approval the Board is being asked to 
grant. 

A CEO report is already underway. 

John Zych 
Corporate Secretary 
Ontario Power Authority 
Suite 1600 
120 Adelaide Street West 
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Toronto, ON M5H 1T1 
416-969-6055 
416-967-7474 Main telephone 
416-967-1947 OPA Fax 
416-416-324-5488 Personal Fax 
John.Zych@powerauthority.on.ca 

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: March 1, 2011 2:10 PM 
To: Colin Andersen; Amir Shalaby; Michael Lyle; JoAnne Butler; Kim Marshall; Andrew Pride; Kristin Jenkins 
Cc: Irene Mauricette; Clare Hudson; Robert Godhue; Crystal Pritchard; Cathy Schell; Marsha Terry; Jacquie Davidson; 
OPA Directors 
Subject: Potential teleconference Board meeting on Wednesday, March 16, 2011 from 12:00 (noon) to 2:00 p.m. 

At last Friday's Board meeting, the Board members agreed to cancel the scheduled in-person Board meeting to be held 
on Tuesday, March 15 and Wednesday, March 16 and to potentially hold a Board teleconference meeting on 
Wednesday, March 16,2011 from 12:00 (noon) to 2:00p.m. (This meeting will not be held if we have no business for it.) 

Therefore, by 12:00 (noon), Wednesday (tomorrow), please advise me of any items of Board business that may need to 
go to (i) a potential Board teleconference meeting on Wednesday, March 16, 2011, or (ii) at any other time in March or in 
April prior to the April 6 and April 7 in-person Board meeting. (The April 6 and April 7 Board meeting days are to be 
devoted to a Board stakeholder day (April 6) and a Board strategy session (April 7) but I assume that any critical Board 
business can be fit into those days if needed.) 

If we hold the Wednesday, March 16 Board teleconference meeting, the mailing for it will be on Wednesday, March 9. 
Therefore, mailing materials will have to be received by LARA at the close of business on Tuesday, March 8 and will need 
to be submitted to Colin Andersen for his review by Friday, March 4. 

A CEO report is already underway. 

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 
416-416-324-5488 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. 
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Aleksandar Kojic 

From: 
Sent: 
To: 

JoAnne Butler 
March 2, 2011 4:05 PM 
Michael Lyle 

Subject: FW: Teleconference Board meeting on Wednesday, March 16,2011 from 12:00 (noon) to 
2:00p.m. 

Your view?? We can discuss verbally?? 

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: Michael Killeavy 
Sent: Miercoles, 02 de Marzo de 2011 04:04 p.m. 
To: JoAnne Butler; John Zych; Deborah Langelaan 
Subject: RE: Teleconference Board meeting on Wednesday, March 16, 2011 from 12:00 (noon) to 2:00 p.m. 

Ok but I advise against putting details of the offer in any slide presentation. 

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: JoAnne Butler 
Sent: March 2, 2011 4:02 PM 
To: John Zych; Michael Killeavy; Deborah Langelaan 
Subject: RE: Teleconference Board meeting on Wednesday, March 16, 2011 from 12:00 (noon) to 2:00 p.m. 

John, please add an Oakville GS Update for fifteen minutes. 

Deb, Michael, the Board Chair has asked that we provide the slides in advance so please do that. Mike Lyle has said that 
it is ok. Consider the update from the last slides that we presented last week ... so maybe one or two slides at the most 
since we have to have them to Colin by Friday. The biggest thing to note is probably that the TCE offer has been 
received and what our proposed plans and timing are to counter. 

JCB 
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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@oowerauthoritv.on.ca 

From: John Zych 
Sent: Miercoles, 02 de Marzo de 2011 03:45 p.m. 
To: Colin Andersen; Amir Shalaby; Michael Lyle; JoAnne Butler; Kim Marshall; Andrew Pride; Kristin Jenkins 
Cc: Irene Mauricette; Clare Hudson; Robert Godhue; Crystal Pritchard; Cathy Schell; Marsha Terry; Jacquie Davidson; 
OPA Directors 
Subject: Teleconference Board meeting on Wednesday, March 16, 2011 from 12:00 (noon) to 2:00 p.m. 

The (former) potential Board teleconference meeting on Wednesday, March 16,2011 from 12:00 (noon) to 2:00p.m. will 
now be held. 

A draft agenda is attached. Please advise whether I have described your agenda item correctly (title, information/decision 
and presenters) and have allotted an appropriate amount of time for it. The RES curtailment matter is still tentative. Are 
there any other items? 

Materials need to be submitted to Colin Andersen for his review by Friday, March 4 (with a copy to John Zych), materials 
must be received by LARA at the close of business on Tuesday, March 8, and the mailing will be on Wednesday, March 
9. (This will be a teleconference meeting, so no printed material will be needed.) 

The first slide of the slide deck, in the case of a presentation of information, should consist of the purpose of the 
presentation and a statement of present status of the matter and, in the case of presentation for a decision, the slide deck 
should consist of the purpose of the presentation and the "bottom line", i.e., what approval the Board is being asked to 
grant. 

A CEO report is already underway. 

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 
416-416-324-5488 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: March 1, 2011 2:10PM 
To: Colin Andersen; Amir Shalaby; Michael Lyle; JoAnne Butler; Kim Marshall; Andrew Pride; Kristin Jenkins 
Cc: Irene Mauricette; Clare Hudson; Robert Godhue; Crystal Pritchard; Cathy Schell; Marsha Terry; Jacquie Davidson; 
OPA Directors 
Subject: Potential teleconference Board meeting on Wednesday, March 16, 2011 from 12:00 (noon) to 2:00p.m. 
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At last Friday's Board meeting, the Board members agreed to cancel the scheduled in-person Board meeting to be held 
on Tuesday, March 15 and Wednesday, March 16 and to potentially hold a Board teleconference meeting on 
Wednesday, March 16, 2011 from 12:00 (noon) to 2:00 p.m. (This meeting will not be held if we have no business for it.) 

Therefore, by 12:00 (noon), Wednesday (tomorrow), please advise me of any items of Board business that may need to 
go to (i) a potential Board teleconference meeting on Wednesday, March 16, 2011, or (ii) at any other time in March or in 
April prior to the April 6 and April 7 in-person Board meeting. (The April 6 and April 7 Board meeting days are to be 
devoted to a Board stakeholder day (April 6) and a Board strategy session (April 7) but I assume that any critical Board 
business can be fit into those days if needed.) 

If we hold the Wednesday, March 16 Board teleconference meeting, the mailing for it will be on Wednesday, March 9. 
Therefore, mailing materials will have to be received by LARA at the close of business on Tuesday, March 8 and will need 
to be submitted to Colin Andersen for his review by Friday, March 4. 

A CEO report is already underway. 

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 
416-416-324-5488 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. 
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Aleksandar Kojic 

From: 
Sent: 
To: 
Cc: 
Subject: 

Importance: 

Michael Killeavy 
March 3, 2011 7:00 PM 
JoAnne Butler 
Deborah Langelaan 
SWGTA Contract Wind Up- Talking Points .... 

High 

*** PRIVILEGED AND CONFIDENTIAL - PREPARED IN CONTEMPLATION OF LITIGATION *** 

JoAnne, 

As a follow up to today's meeting with Deb, here are some talking points for your evening 
telephone call with TCE: 

1. TCE was asked to provide two things at our meeting of 8 February 2011: 

(i) An NRR between $11,000/MW-month and $15,000/MW-month along with a list of contract 
revisions required to get the NRR in the target range; and 

(ii) An NRR without any contract changes, using the NYR Contract as a baseline 

TCE never did this. It gave us a variation of (i) in providing an NRR of $16,900/MW
month, along with a list of "Value Propositions", which purport to revise the NYR Peaking 
Contract. We never got the NRR we asked for in(ii), i.e., a baseline NRR. The OPA needs to 
get both pieces of information from TCE. 

2. The OPA relayed orally all of its concerns with the Implementation Agreement at a meeting 
held on 25 January 2011. It is a fairly "bare bones" agreement, with all of the detail 
embedded in Schedules A to C, inclusive. These schedules were drafted upon the premise of 
the OPA and TCE negotiating over a CAPEX, which is then built up into an NRR. We have now 
changed the approach by having the parties potentially agreeing on an NRR first, which 
bypasses the need to discuss the CAPEX. We believe that we first must finalize these 
schedules in order to finalize the front-end Implementation Agreement. Until these detailed 
schedules are completed, we don't see the point in providing a blackline version of the 
Implementation Agreement since changes may need to be made to it based on the final form of 
Schedules B and C. 

3. We are actively reviewing the revisions to Schedules B and C proposed by TCE, which were 
only delivered to the OPA on 1 March 2011, a few hours prior to the negotiating meeting. We 
need time to evaluate the "Value Propositions" in Schedule 8 and Schedule C. Schedule A, the 
facility technical requirements, is still being worked on by us. Our technical consultant 
and PSP are discussing this document. We have already told TCE that the final form of 
Schedule A will not impact equipment selection at all. 

4. Based on some preliminary number crunching we've done, we don't see how TCE's NRR is at 
$16,900/MW-month given all the proposed contract changes, the CAPEX estimate presented on 25 
January 2011, and with the OPA's subsequent agreement to exclude the gas and electricity 
interconnection costs from that CAPEX estimate. It would be helpful if TCE could provide a 
breakdown of the the two NRR's we requested in paragraph 1 (above) at our 8 February 2011 
meeting. 

Deb, have I left anything out? 
1 



I will keep my BlackBerry with me all evening if either your or Deb want to contact me. 

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 
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Aleksandar Kojic 

From: 
Sent: 
To: 
Cc: 
Subject: 

JoAnne Butler 
March 3, 2011 7:12 PM 
Michael Killeavy 
Deborah Langelaan 
Re: SWGTA Contract Wind Up -Talking Points .... 

Ok ..• got it •.• thanks •.. 

Original Message ----
From: Michael Killeavy 
Sent: Thursday, March 03, 2011 06:59 PM 
To: JoAnne Butler 
Cc: Deborah Langelaan 
Subject: SWGTA Contract Wind Up- Talking Points .... 

*** PRIVILEGED AND CONFIDENTIAL - PREPARED IN CONTEMPLATION OF LITIGATION *** 

JoAnne, 

As a follow up to today's meeting with Deb, here are some talking points for your evening 
telephone call with TCE: 

1. TCE was asked to provide two things at our meeting of 8 February 2011: 

(i) An NRR between $11,000/MW-month and $15,000/MW-month along with a list of contract 
revisions required to get the NRR in the target range; and 

(ii) An NRR without any contract changes, using the NYR Contract as a baseline 

TCE never did this. It gave us a variation of (i) in providing an NRR of $16,900/MW
month, along with a list of "Value Propositions", which purport to revise the NYR Peaking 
Contract. We never got the NRR we asked for in(ii), i.e., a baseline NRR. The OPA needs to 
get both pieces of information from TCE. 

2. The OPA relayed orally all of its concerns with the Implementation Agreement at a meeting 
held on 25 January 2011. It is a fairly "bare bones" agreement, with all of the detail 
embedded in Schedules A to c, inclusive. These schedules were drafted upon the premise of 
the OPA and TCE negotiating over a CAPEX, which is then built up into an NRR. We have now 
changed the approach by having the parties potentially agreeing on an NRR first, which 
bypasses the need to discuss the CAPEX. We believe that we first must finalize these 
schedules in order to finalize the front-end Implementation Agreement. Until these detailed 
schedules are completed, we don't see the point in providing a blackline version of the 
Implementation Agreement since changes may need to be made to it based on the final form of 
Schedules B and C. 

3. We are actively reviewing the rev1s1ons to Schedules B and C proposed by TCE, which were 
only delivered to the OPA on 1 March 2011, a few hours prior to the negotiating meeting. We 
need time to evaluate the "Value Propositions" in Schedule B and Schedule C. Schedule A, the 
facility technical requirements, is still being worked on by us. Our technical consultant 
and PSP are discussing this document. We have already told TCE that the final form of 
Schedule A will not impact equipment selection at all. 

4. Based on some preliminary number crunching we've done, we don't see how TCE's NRR is at 
$16,900/MW-month given all the proposed contract changes, the CAPEX estimate presented on 25 
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January 2011, and with the OPA's subsequent agreement to exclude the gas and electricity 
interconnection costs from that CAPEX estimate. It would be helpful if TCE could provide a 
breakdown of the the two NRR's we requested in paragraph 1 (above) at our 8 February 2011 
meeting. 

Deb, have I left anything out? 

I will keep my BlackBerry with me all evening if either your or Deb want to contact me. 

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 
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Aleksandar Kojic 

From: 
Sent: 
To: 
Subject: 

JoAnne Butler 
March 3, 2011 10:35 PM 
Colin Andersen; Kristin Jenkins; Michael Killeavy; Deborah Langelaan 
TC Phone Call 

I did talk to Terry Bennett tonight and confirmed that they will be sending a letter to Colin 
on Monday from Alex Pourbaix. The letter will indicate that the teams have been meeting 
since early October and have made good progress in that a good candidate, replacement plant 
has been chosen - a smaller, more responsive, flexible plant which aligns with the LTEP. 
They will attach the proposal with the schedules and believe that they have a good value 
proposition and lets get on with getting a Directive and signing an implementation agreement. 
The letter will be cc'ed to someone at Energy and to Craig. TCE wants all this lined up by 
the end of March. He did not mention anything to me about getting back to them in 24 hrs. 

He said that Chris had talked to Craig who seemed amenable to that the timing was right and 
generally receptive to acting on it soon before the Opposition got all over it. Craig would 
not comment on the numbers and would "leave that to the OPA". 

It will be better to have a face to face on Monday to fill you in on the discussion of the 
"value proposition" but suffice to say that there were a a few tense back and forths as I had 
basically indicated that they were asking too much on all counts. He finally moved off and 
indicated that they would be receptive to a counter offer. I told him that I would let him 
know Monday afternoon when he could expect that offer. When I told him that they would 
putting too much risk on our side now, he said that the "risks are what they are because of 
what the government has done." 

Deb/Mike, as I indicated earlier, we can't wait any longer to sign up that third party 
commercial consultant. We need to have a credible third party view of the residual value and 
discount rate by mid next week to plug into our models. We can discuss their other asks on 
Monday and start to eliminate them. 

JCB 
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Aleksandar Kojic 

From: JoAnne Butler 
Sent: March 4, 2011 7:15AM 
To: 
Subject: 

Michael Killeavy; Deborah Langelaan 
Re: TC Phone Call 

Yes, we talked about the high end (approx 24) and he said it was impossible to meet the 
fifteen. We can do our own breakdown of the NRR. Let's stop waiting on them and do our own 
buildup to the NRR that we can live with. Safouh is working on the CAPEX, our banker will 
give us some commercial insights and let's run some scenarios. I will set something up for 
Monday. 
Thanks ... 

JCB 

Original Message ----
From: Michael Killeavy 
Sent: Friday, March 04, 2011 04:56 AM 
To: JoAnne Butler; Colin Andersen; Kristin Jenkins; Deborah Langelaan 
Subject: Re: TC Phone Call 

Ok. Thanks. 

Did TCE commit to providing us with the two NRR numbers we asked for in early February? 

Will they breakdown the NRR number they already gave us? 

We will engage a financial consultant. 

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: JoAnne Butler 
Sent: Thursday, March 03, 2011 10:34 PM 
To: Colin Andersen; Kristin Jenkins; Michael Killeavy; Deborah Langelaan 
Subject: TC Phone Call 

I did talk to Terry Bennett tonight and confirmed that they will be sending a letter to Colin 
on Monday from Alex Pourbaix. The letter will indicate tHat the teams have been meeting 
since early October and have made good progress in that a good candidate, replacement plant 
has been chosen - a smaller, more responsive, flexible plant which aligns with the LTEP. 
They will attach the proposal with the schedules and believe that they have a good value 
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proposition and lets get on with getting a Directive and signing an implementation agreement. 
The letter will be cc'ed to someone at Energy and to Craig. TCE wants all this lined up by 
the end of March. He did not mention anything to me about getting back to them in 24 hrs. 

He said that Chris had talked to Craig who seemed amenable to that the timing was right and 
generally receptive to acting on it soon before the Opposition got all over it. Craig would 
not comment on the numbers and would "leave that to the DPA". 

It will be better to have a face to face on Monday to fill you in on the discussion of the 
"value proposition" but suffice to say that there were a a few tense back and forths as I had 
basically indicated that they were asking too much on all counts. He finally moved off and 
indicated that they would be receptive to a counter offer. I told him that I would let him 
know Monday afternoon when he could expect that offer. When I told him that they would 
putting too much risk on our side now, he said that the "risks are what they are because of 
what the government has done." 

Deb/Mike, as I indicated earlier, we can't wait any longer to sign up that third party 
commercial consultant. We need to have a credible third party view of the residual value and 
discount rate by mid next week to plug into our models. We can discuss their other asks on 
Monday and start to eliminate them. 

JCB 
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Aleksandar Kojic 

From: JoAnne Butler 
Sent: March 6, 2011 2:15PM 
To: 
Subject: 

Michael Killeavy; Deborah Langelaan; anshul.mather@powerauthority.on.ca; Kristin Jenkins 
OGS Strategy 

****PRIVILEGED AND CONFIDENTIAL- PREPARED IN CONTEMPLATION OF LITIGATION**** 

I have prepared this in advance of our meeting tpmorrow as a go forward strategy for OGS. I am open to comments and 
suggestions. No need to respond today, I just wanted to get it out since I am intb.e Leadership meeting all tomorrow 
morning. 

We can also discuss in light of what the TCE letter says, which we will also review tomorrow. 

Kristin, this will really come down to how we communicate the outcome as well (in a no win situation for the OPA) so if 
you can make it tomorrow at 2:30 PM that would be great.... 

Thanks ... 

JCB 

OGSSTRATEGY 
March 6, 2011 

We are doing a disservice to the rate payer by not getting to a point of either a deal or litigation. Delays on the 
Government or the OPA will only increase the risk and therefore, increase the fmal cost of this procurement. 

Litigation is not preferred. It is not cheap; we will not necessarily win and the ratepayer will get no MW's out 
of it. TCE will litigate based on the promises received by them from the Premier's office. We also need to 
show that we have tried to mitigate. Only lawyers will make money out of this. 

This is not a competitive procurement and we need to recognize that and back up with third party validation our 
rationale for the difference (increase) in NRR to a competitive peaker plant procurement. At this moment, there 
is $36 MM of additional costs from OGS, plus capital costs have increased since the procurement ofNYR 
(CERA data to validate), plus an "additional" revenue promised by the Government. 

We are going to build our own credible counter proposal based to the current TCE offer, using the following 
concepts: 

• Our model is sufficiently good to build up our own NRR based on capital costs, return expectations, 
O&M, etc. Anything that does not match can be assumed to be excessive profits from TCE. We 
can back that out of our model and pare back accordingly. 

• We will continue to work on our CAPEX build-up with the assumption that we WILL NEVER GET 
TO AN AGREEMENT UNTIL WE HAVE A SITE. Therefore, it is essential that we agree on a 
model to share the decreases in CAPEX. TCE has proposed one that seems reasonable and is 
similar to what they use with their EPC contractors to share in the risk and reward. If this is not 
acceptable to us, then we will propose a regulated model similar to our HESA agreements. 
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• Technical data will continue to be validated by our technical consultant. All outside the boundary 
costs will assume to be have been covered on a straight pass through basis. 

• A conunercial consultant will validate the backend residual value. They need to be on board NOW. 
(Requested Feb. 17- will check with BSS to single source due to urgency of requirement). 

• A matrix ofNRR's will be calculated based on back end discount rates, CAPEX, etc. 

• We will go through the TCE offer point by point and accept or deny based on our NRR buildup. 

• Proposal or array of proposals to be vetted with Exec Conunittee the week of March 14th with the 
intent to get counter back to TCE by end of that week. 

• On the assumption that our counter will not be acceptable to TCE, negotiations will conunence to 
get or not get to, final agreement by end of March, 2011. 
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Aleksandar Kojic 

From: 
Sent: 
To: 
Subject: 

JoAnne Butler 
March 6, 2011 2:18 PM 
Anshul Mathur 
Fw: OGS Strategy 

Sorry ... didn't get to you the first time ... 

JCB 

From: JoAnne Butler 
Sent: Sunday, March 06, 2011 02:15 PM 
To: Michael Killeavy; Deborah Langelaan; anshul.mather@powerauthoritv.on.ca 
<anshul.mather@powerauthoritv.on.ca>; Kristin Jenkins 
Subject: OGS Strategy 

****PRIVILEGED AND CONFIDENTIAL- PREPARED IN CONTEMPLATION OF LITIGATION**** 

I have prepared this in advance of our meeting tomorrow as a go forward strategy for OGS. I am open to comments and 
suggestions. No need to respond today, I just wanted to get it out since I am in the Leadership meeting all tomorrow 
morning. 

We can also discuss in light of what the TCE letter says, which we will also review tomorrow. 

Kristin, this will really come down to how we communicate the outcome as well (in a no win situation for the OPA) so if 
you can make it tomorrow at 2:30 PM that would be great.... 

Thanks ... 

JCB 

OGS STRATEGY 
March 6, 2011 

We are doing a disservice to the rate payer by not getting to a point of either a deal or litigation. Delays on the 
Government or the OP A will only increase the risk and therefore, increase the final cost of this procurement. 

Litigation is not preferred. It is not cheap; we will not necessarily win and the ratepayer will get no MW's out 
of it. TCE will litigate based on the promises received by them from the Premier's office. We also need to 
show that we have tried to mitigate. Only lawyers will make money out of this. 

This is not a competitive procurement and we need to recognize that and back up with third party validation our 
rationale for the difference (increase) in NRR to a competitive peaker plant procurement. At this moment, there 
is $36 MM of additional costs from OGS, plus capital costs have increased since the procurement ofNYR 
(CERA data to validate), plus an "additional" revenue promised by the Government. 

We are going to build our own credible counter proposal based to the current TCE offer, using the following 
concepts: 
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• Our model is sufficiently good to build up our own NRR based on capital costs, return expectations, 
O&M, etc. Anything that does not match can be assumed to be excessive profits from TCE. We 
can back that out of our model and pare back accordingly. 

• We will continue to work on our CAPEX build-up with the assumption that we WILL NEVER GET 
TO AN AGREEMENT UNTIL WE HAVE A SITE. Therefore, it is essential that we agree on a 
model to share the decreases in CAPEX. TCE has proposed one that seems reasonable and is 
similar to what they use with their EPC contractors to share in the risk and reward. If this is not 
acceptable to us, then we will propose a regulated model similar to our HESA agreements. 

• Technical data will continue to be validated by our technical consultant. All outside the boundary 
costs will assume to be have been covered on a straight pass through basis. 

• A commercial consultant will validate the backend residual value. They need to be on board NOW. 
(Requested Feb. 17 -will check with BSS to single source due to urgency of requirement). 

• A matrix ofNRR's will be calculated based on back end discount rates, CAPEX, etc. 

• We will go through the TCE offer point by point and accept or deny based on our NRR buildup. 

• Proposal or array of proposals to be vetted with Exec Committee the week of March 14th with the 
intent to get counter back to TCE by end of that week. 

• On the assumption that our counter will not be acceptable to TCE, negotiations will commence to 
get or not get to, fmal agreement by end of March, 2011. 
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Aleksandar Kojic 

From: 
Sent: 
To: 
Subject: 

JoAnne Butler 
March 6, 2011 6:05 PM 
Kevin Dick 
Fw: OGS Strategy 

As discussed last Friday .. .! would be interested in your feedback but just between us for the moment .... 

I will link you in as appropriate going forward ... thanks ... 

JCB 

From: JoAnne Butler 
Sent: Sunday, March 06, 2011 02:15 PM 
To: Michael Killeavy; Deborah Langelaan; anshul.mather@powerauthority.on.ca 
<anshul.mather@powerauthority.on.ca>; Kristin Jenkins 
Subject: OGS Strategy 

****PRIVILEGED AND CONFIDENTIAL- PREPARED IN CONTEMPLATION OF LITIGATION**** 

I have prepared this in advance of our meeting tomorrow as a go forward strategy for OGS. I am open to comments and 
suggestions. No need to respond today, I just wanted to get it out since I am in the Leadership meeting all tomorrow 
morning. 

We can also discuss in light of what the TCE letter says, which we will also review tomorrow. 

Kristin, this will really come down to how we communicate the outcome as well (in a no win situation for the OPA) so if 
you can make it tomorrow at 2:30 PM that would be great.... 

Thanks ... 

JCB 

OGS STRATEGY 
March 6, 2011 

We are doing a disservice to the rate payer by not getting to a point of either a deal or litigation. Delays on the 
Government or the OPA will only increase the risk and therefore, increase the fmal cost of this procurement. 

Litigation is not preferred. It is not cheap; we will not necessarily win and the ratepayer will get no MW's out 
of it. TCE will litigate based on the promises received by them from the Premier's office. We also need to 
show that we have tried to mitigate. Only lawyers will make money out of this. 

This is not a competitive procurement and we need to recognize that and back up with third party validation our 
rationale for the difference (increase) in NRR to a competitive peaker plant procurement. At this moment, there 
is $36 MM of additional costs from OGS, plus capital costs have increased since the procurement ofNYR 
(CERA data to validate), plus an "additional" revenue promised by the Government. 

We are going to build our own credible counter proposal based to the current TCE offer, using the following 
concepts: 
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• Our model is sufficiently good to build up our own NRR based on capital costs, return expectations, 
O&M, etc. Anything that does not match can be assumed to be excessive profits from TCE. We 
can back that out of our model and pare back accordingly. 

• We will continue to work on our CAPEX build-up with the assumption that we WILL NEVER GET 
TO AN AGREEMENT UNTIL WE HAVE A SITE. Therefore, it is essential that we agree on a 
model to share the decreases in CAPEX. TCE has proposed one that seems reasonable and is 
similar to what they use with their EPC contractors to share in the risk and reward. If this is not 
acceptable to us, then we will propose a regulated model similar to our HESA agreements. 

• Technical data will continue to be validated by our technical consultant. All outside the boundary 
costs will assume to be have been covered on a straight pass through basis. 

• A commercial consultant will validate the backend residual value. They need to be on board NOW. 
(Requested Feb. 17 -will check with BSS to single source due to urgency of requirement). 

• A matrix ofNRR's will be calculated based on back end discount rates, CAPEX, etc. 

• We will go through the TCE offer point by point and accept or deny based on our NRR buildup. 

• Proposal or array of proposals to be vetted with Exec Committee the week of March 14th with the 
intent to get counter back to TCE by end of that week. 

• On the assumption that our counter will not be acceptable to TCE, negotiations will commence to 
get or not get to, final agreement by end of March, 2011. 
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Aleksandar Kojic 

From: 
Sent: 
To: 
Subject: 
Attachments: 

Letter attached. 

Sent using BlackBerry 

Kristin Jenkins 
March 6, 2011 7:54 PM 
JoAnne Butler 
Fw: TCE Letter 
TCE 001.pdf 

From: Kristin Jenkins [majlto:kmjkristin@gmail.com] 
Sent: Sunday, March 06, 2011 07:53 PM 
To: Kristin Jenkins 
Subject: TCE Letter 
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CONFIDENTIAL AND WITHOUT PREJUDICE 

March41
\ 2011 

Mr. Colin Andersen 
Chief Executive Officer 
Ontario Power Authority 
120 Adelaide Street West, Suite 1600 
Toronto, Ontario 
MSH 1Tl 

Re: Negotiations with TransCanada Energy Ltd. 

Dear Mr. Andersen, 

discuss our opportunity. 
~l~n.tin:ues to value its 

ratepayers it serves. 

'$}W(JT,'>'ltFP and executed a 
cycle natural gas power 

project, the Minister of 
due to significant changes in 

'~~~f=~~~' that the OPA would not proceed 
e1 reasonable damages from the OPA 

projects which could compensate us for the 
disappointed, we focused on the changing 

>mer"iir,rl "'elc:orrted the opportunity to meet those needs. 

teams have been seeking a mutually satisfactory 
discussions was the desire of both sides to find an 

value to Ontario electricity rate payers and fairness to 
TransCanada sh:rrelltoldeJrs. The purpose of this letter is for me to formally convey such a 
solution. ·Furthermore, I have taken the liberty of summarizing the solution in the 
attached iniplementation agreement summary. 

Ontario's Long Term Energy Plan states "As indicated in 2007 Plan, the procurement of 
a peaking natural gas fired plant in the Kitchener-Waterloo-Cambridge (KWC) area is 
still necessary. In that region, demand is growing at more than twice the provincial rate." 
This clear and consistent expression of electricity need became a natural focal point in 
our discussions. The plant described in the attached will meet the timing and reliability 



requirements of the KWC area as identified by the OP A and the Independent Electricity 
System Operator. We have identified potential sites more than 500 meters from 
residential neighborhoods and schools. The plant will of course meet or exceed all 
environmental standards related to emissions and noise. 

Simply put, this plant is a smaller, less expensive and more responsive plant than the one 
originally contracted for in the SWGTA RFP. Its capacity of515 megawatts compared 
to the SWGTA at 900 megawatts reflects today' s demand forecasts and is the basis for 
tremendous savings to Ontario's electricity ratepayers. The capital cost is estimated at 
$540 million where the SWGTA capital cost was $1.2 billion, a $660 
million reduction. Acting now Will allow us to use the $200 
purchased for the SWGTA plant, thus turning an OP A 
switching from combined cycle to simple cycle the 
and more efficiently to siioden increases in regional 

and 

TransCanada is confident 
project. Having built 
TransCanada is ..Jp,•nHYN,~•m' 

a successful power 
On.tario for over twenty years, 

local stakeholders including First 
groups. Wehavehad 

First Nations and have committed to 
~we:lop1mel1t efforts. 

I therefore OP A seek formal approval and directiQil from its Board and 
the with this project by March 31 ~ on the terms outlined in 
the attached implementation agreement summary and as more formally drafted in the 
attached lnlplementation Agreement. Once that agreement is executed, we can begin the 
development work necessary to complete the CBS contract in a time! y m8Qiler. 

I look forward to your earliest response and to concluding contractual arrangements on 
this great opportunity. 



Yours truly, 

Alex Pourbaix 
President 

Attachment 

c.c. David Lindsay, Deputy Minister of Energy 
Craig MacLennan, Chief of Staff to the Minister of Ener 
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Aleksandar Kojic 

From: JoAnne Butler 
Sent: March 7, 2011 11:28 AM 
To: 
Cc: 

Michael Killeavy; Deborah Langelaan; Anshul Mathur 
Manuela Moellenkamp 

Subject: Fw: TCE Letter 
Attachments: TCE 001.pdf 

FYI. Came in last night ... still unsigned ... 

Manuela, please print for me ... thanks ... 

JCB 

From: Kristin Jenkins 
Sent: Sunday, March 06, 2011 07:53 PM 
To: JoAnne Butler 
Subject: Fw: TCE Letter 

Letter attached. 

Sent using BlackBerry 

From: Kristin Jenkins [mailto:kmjkristin@gmail.coml 
Sent: Sunday, March 06, 2011 07:53 PM 
To: Kristin Jenkins 
Subject: TCE Letter 

1 



CONFIDENTIAL AND WITHOUT PREJUDICE 

March 41
\ 2011 

Mr. Colin Andersen 
Chief Executive Officer 
Ontario Power Authority 
120 Adelaide Street West, Suite 1600 
Toronto, Ontario 
M5H1Tl 

Re: Negotiations with TransCanada Energy Ltd. 

Dear Mr. Andersen, 

First, please accept my appreciation for your 
As Ontario's largest private-power Tr.msCan 
relationship with the Ontario Power 

As you are aware, we successfully and executed a 
contract with you to and cycle natural gas power 
plant. During the peimittUJfiihru;e project, the Minister of 
Energy announced due to significant changes in 
projected power 

Wiilirr~ed that the OPA would not proceed 
entitle:me1nt to reasonable damages from the OPA 

projects which could compensate us for the 
disappointed, we focused on the changing 

>m1er'imd welcomed the opportunity to meet those needs. 

teams have been seeking a mutually satisfactory 
discussions was the desire of both sides to find an 

value to Ontario electricity rate payers and fairness to 
TransCanada sh>rreliloldeJ:s. The purpose of this letter is for me to formally convey such a 
solution. -Furthermore, I have taken the liberty of summarizing the solution in the 
attached implementation agreement summary. 

Ontario's Long Term Energy Plan states "As indicated in 2007 Plan, the procurement of 
a peaking natural gas fired plant in the IGtchener-Waterloo-Cambridge (KWC) area is 
still necessary. In that region, demand is growing at more than twice the provincial rate." 
This clear and consistent expression of electricity need became a natural focal point in 
our discussions. The plant described in the attached will meet the timing and reliability 



. ,. -.. -- ~.-.·~ ':'"' ,. .. -. - ·-- ,~~' . -

requirements of the KWC area as identified by the OP A and the Independent Electricity 
System Operator. We have identified potential sites more than 500 meters from 
residential neighborhoods and schools. The plant will of course meet or exceed all 
environmental standards related to emissions and noise. 

Simply pnt, this plant is a smaller, less expensive and more responsive plant than the one 
originally contracted for in the SWGTA RFP. Its capacity of515 megawatts compared 
to the SWGTA at 900 megawatts reflects todsy's demand forecasts and is the basis for 
tremendous savings to Ontario's electricity ratepayers. The capital cost is estimated at 
$540 million where the SWGTA capital cost was $1.2 billion, a $660 
million reduction. Acting now will allow us to use the $200 
purchased for the SWGTA plant, thus turning an OPA 
switching from combined cycle to simple cycle the 
and more efficiently to sudden increases in re!~OJoal 

Our respective teams have worked diligently 
cost effective project. The anticipated cOIItirlJ!~ 
this project is now actually lower than that 
Clean Energy Supply contract. You will also note 
agreement summary that we have the anticiiJa· 
in event cost efficiencies are id(mtiifie< 

TransCanada is confident 
project. Having built 
TransCanada is 

a successful power 
uJlu•c.•u for over twenty years, 

local stakeholders including First 
groups. Wehavehad 

First Nations and have committed to 
~evelopment efforts. 

~tc•'lleJnt alternative that will provide great·V'!lue 
to J:ransCanada sh?I'eholders. However, 

~"~~~~;~.~~cr,:::~~~~~::~~o~~~~;·to ensiu'e.the · ~ the . scope, stakeholder 
work·needs to begin within the next several weeks. 

I therefore OP A seek formal approval and direction from its Board and 
the proceed with this project by March 31 51 on the temiS outlined in 
the attached inlplementation agreement summary and as more formally drafted in the 
attached Inlplementation Agreement. Once that agreement is executed, we can begin the 
developmrnt work necessary to complete the CBS contract in a timely manner. 

I look forward to your earliest response and to concluding contractual arrangements on 
this great opportunity. 



Yours truly, 

Alex Pourbaix 
President 

Attachment 

c.c. David Lindsay, Deputy Minister of Energy 
Craig MacLennan, Chief of Staff to the Minister ofEner 

,t(f• 

~ 
·~, 



Aleksandar Kojic 

From: JoAnne Butler 
Sent: March 7, 2011 4:10PM 
To: Michael Killeavy; Deborah Langelaan 
Subject: 
Attachments: 

FW: Board of Directors' OGS Contract Wind Up Update Presentation -16 March 2011 ... 
OGS_BOD_CM_2011 0316.ppt 

Importance: High 

Can you please revamp in light of what we talked about today ..• also, we should be able to do 
this in about four slides. They have already seen the detail on the turbines, please just 
highlight that we have a final price and have capped the interest exposure. 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 

-----Original Message----
From: Michael Killeavy 
Sent: Viernes, 04 de Marzo de 2011 03:37 p.m. 
To: Colin Andersen 
Cc: John Zych; Deborah Langelaan; JoAnne Butler 
Subject: Board of Directors" OGS Contract Wind Up Update Presentation- 16 March 2011 ... 
Importance: High 

*** PRIVILEGED AND CONFIDENTIAL - PREPARED IN CONTEMPLATION OF LITIGATION *** 

Colin, 

Attached is the OGS Contract update presentation for the next Board meeting. 

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 
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Winding Up of the Oakville 

Generating Station (OGS) Contract 

Board of Directors 

!!1..~!!~~ 

March 16, 2011 

Privileged and Confidential - Prepared in Contemplation of Litigation 



OGS Update 

• This presentation is for the Board's information. 
• OPA/TransCanada Energy (TCE) negotiating team has met once since 

February's Board update. 
• Discussions continue to be productive with respect to the "winding-up" of 

the Contract. 
• TCE planning to deliver a proposal, implementation agreement and letter to 

Colin on 7 March 2011. 
• MPS has provided its fixed price proposal to TCE for the fast-start GT 

option, scope of work for the conversion from combined-cycle to simple 
cycle, and delay/suspension costs. The cost increased by about 10% from 
$33M to $36M (US$). 

• TCE also presented us with commercial parameters for the proposed 
peaking plant, along with the revisions to the NYR contract that it needs. 

• We are continuing to do our due diligence on commercial 
parameters/contract changes and will be hiring a financial consultant to 
assist us. 

• OPA continues to work with the Ministry of Energy on the drafting of the 
Directive to authorize negotiations with TCE for the replacement project. 

Privileged and Confidential- Prepared in Contemplation of Litigation ONTARIO ' 
POWERAUTHORITY v 



Next Steps 

• Continue discussions with TCE to achieve the following: 
- An understanding of TCE's commercial position; 

- Finalize technical design requirements; 

- Siting of replacement facility; 

- Negotiation and execution of the Implementation 
Agreement; 

- TCE plan for handling First Nations issues. 

Inform MO/PO and get buy in to disclose and move forward. 

Privileged and Confidential - Prepared in Contemplation of Litigation 2.-t!.~~~ 



Replacement Generation Project 

• TCE still leaning toward development of the Boxwood 
Industrial Park site. 

• Colin has indicated that the MO has no issues with TCE 
approaching the City of Cambridge. 

• There was a mention of the OGS contract cancellation in 
the 3 March 2011 edition of the Toronto Star- "Oakville 
wins nearly $500,000 in legal costs" 

Privileged and Confidential - Prepared in Contemplation of Litigation 2-!!.:r~t. 



Mitsubishi (MPS) Gas Turbines (GT's) 

-----~- -- ~·--------~---- ·~------ ----- -- ---· -- ~---- - -- ___ ,- ~--, ---- -- ---- ' 

• GT's originally purchased for OGS were designed for a 
Combined Cycle generation plant. 

• Fall 2010 TCE suspended MPS contract until January 
31,2011. 

• January 28, 2011 TCE released MPS from suspension 
and directed them to commence work on converting the 
GT's to Fast Start. 

• Fast Start option will meet the requirements of a Peaking 
generation plant in Cambridge. 

• Fixed the suspension costs that TCE had been incurring 
under terms of MPS ESA. 

Privileged and Confidential - Prepared in Contemplation of Litigation !!f]~~ 



Price of Peaking Plant Conversion 

• The incremental estimated price for the conversion was $33 MM (US) +/-
25%. 

• MPS revised the price to convert the GT's to Fast Start from $3 MM to $6 
MM. 

• MPS revised the price to convert from Combined Cycle to Simple Cycle 
from $15 MM to $12 MM. 

• Delayed delivery and suspension costs remain $15 MM. 

• TCE received the MPS final price for Peaking plant conversion on February 
28, 2011 and price was $36 MM, which was within the 25% range indicated 
above by MPS 

Privileged and Confidential - Prepared in Contemplation of Litigation !!!'~~~ 



TCE Commercial Proposal 

~,_.._,-...,......,_--. ....--,-.-,-.,.------~~----~-~- ----_..,.,...,----,o--..,....,..-.---.-,.----.,....~-- --~--- -·-··· -- ----- --

• TCE has provided the OPA with its proposed costs for 
the peaking plant, along with a listing of changes it 
requires to the NYR Peaking Contract. 

• TCE indicates that the plant needs to have a NRR of 
$16,900/MW-month, which is slightly lower than its NRR 
for OGS of $17, 277/MW-month. 

• Using TCE's CAPEX figure and indicated OGS rate of 
return we have come up with an NRR that is about 
$15,000/MW-month 

Privileged and Confidential - Prepared ii1 Contemplation of Litigation !!!!.~~~ 



TCE Commercial Proposal 

• We are continuing to review our estimate in light of 
theirs. 

• We have requested more information from TCE to 
understand how it has arrived at its NRR figure. 

• TCE has also asked for a number of changes to the NYR 
Peaking Contract, the contract upon which we would 
base the K-W contract. 

• We continue to review these proposed changes. 

Privileged and Confidential- Prepared in Contemplation of Litigation ONTARIO ' 
POWERAUTHORITY (11 



Aleksandar Kojic 

From: JoAnne Butler 
Sent: March 8, 201112:15 PM 
To: 
Subject: 

Michael Killeavy; Susan Kennedy 
RE: Designation Letter for TCE .... 

I talked to Terry Bennett about this .... he says that they had it checked out and didn't feel 
that they were in violation. Please confirm that we remain clear that it is a violation and 
I will get back to him again. Thanks •• 

JCB 

JoAnne C. Butler 
Vice President, Electricity Resources 
Ontario Power Authority 

128 Adelaide Street West, Suite 1688 
Toronto, Ontario M5H 1T1 

416-969-6885 Tel. 
416-969-6871 Fax. 
joanne.butler@powerauthority.on.ca 

-----Original Message----
From: Michael Killeavy 
Sent: Lunes, 87 de Marzo de 2811 83:41 p.m. 
To: Susan Kennedy 
Cc: JoAnne Butler 
Subject:· Designation Letter for TCE .... 

Susan, 

Please do not send the Designation Letter to TCE. They are copying the Ministry on the Alex 
Pourbaix letter, which violates our confidentiality agreement. The Ministry is not a party 
to the confidentiality agreement. 

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 
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Aleksandar Kojic 

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

Deborah Langelaan 
March 8, 2011 1 :02 PM 
NimiVisram 
JoAnne Butler; John Zych; Michael Killeavy 
OGS Presentation for Board of Directors 
OGS_BOD _CM_2011 0316.ppt 

***PRIVILEGED AND CONFIDENTIAL- PREPARED IN CONTEMPLATION OF LITIGATION*** 

Nimi; 

Please find attached the Oakville Generating Station presentation for the upcoming Board meeting. 

Deb 

1 



Winding Up of the Oakville 

Generating Station {OGS) Contract 

Board of Directors 

2!!,1',!!1~ ~ 

March 16, 2011 

Privileged and Confidential - Prepared in Contemplation of Litigation 



OGS Update (for information purposes only) 

• OPA/TCE negotiating team met once since February's Board update 
• OPA awaiting response from the Ministry of Energy on the drafting 

of the Directive 
• February 28th MPS provided its fixed price proposal to TCE for: 

- Fast-start GT option 
- Scope of work for the conversion from combined-cycle to simple 

cycle 
- Delay/suspension costs 

• MPS cost increased by -1 0% (US $33MM to $36MM) 
• March 1st OPA received TCE's Potential Project Pricing and Terms 

Proposal 
- commercial parameters for the proposed peaking plant along 

with proposed revisions to the peaking contract 
• March 6th OPA received draft letter from Alex Pourbaix, President 

TCE requesting approval of the Cambridge project under their 
proposed terms 

Privileged and Confidential - Prepared in Contemplation of Litigation ~~t, 



TCE Potential Project Pricing and Terms Proposal 

~.--~.--...,.-~·.•- ··.-~-~-,.,----~ -~ ------~ --~·- - ~ --·--- -··- --. ~·-

• TCE provided OPA with its estimated costs for the 
peaking plant along with a list of suggested changes to 
the peaking Contract 

• TCE's position is they require a $16,900/MW-month 
NRR which is slightly lower than the $17, 277/MW-month 
NRR for OGS 

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

• OPA has requested more information from TCE to 
understand how it arrived at its NRR 

Privileged and Confidential - Prepared in Contemplation of Litigation a..MJ"~t. 



TCE Potential Project Pricing and Terms Proposal 

• OPA has retained NERA Economic Consulting as its 
Financial Consultant 

• OPA performing sensitivity analysis to develop matrix of 
NRR's based on various assumptions for discount rate, 
CAP EX, O&M contract term, etc. 

• OPA continuing its due diligence on commercial 
parameters and contract changes 

Privileged and Confidential - Prepared in Contemplation of Litigation ~~~ 



Next Steps 

-=~--~---------~.--------~------------ -------- -----

• Continue discussions with TCE to achieve the following: 
- An understanding of TCE's commercial position 

- Finalize technical design requirements 

- Siting of replacement facility 

- Negotiation and execution of Implementation Agreement 

- TCE plan for handling First Nations issues 

• Inform MO/PO and get buy in to disclose and move 
forward 

• OPA to provide TCE with counter offer before end of 
March 

Privileged and Confidential - Prepared in Contemplation of Litigation ~~~t. 



Aleksandar Kojic 

From: 
Sent: 
To: 

. JoAnne Butler 
March 8, 2011 3:22 PM 
Michael Killeavy 

Subject: RE: Designation Letter for TCE .... 

Yes, certainly offside if they send the attachments .•• a little less violation if they just 
send the letter ••.• I will convey this to Terry ... 

JCB 

JoAnne C. Butler 
Vice President, Electricity Resources 
Ontario Power Authority 

12e Adelaide Street west, Suite 16ee 
Toronto, Ontario MSH 1T1 

416-969-6ees Tel. 
416-969-6e71 Fax. 
joanne.butler@powerauthority.on.ca 

-----Original Message----
From: Michael Killeavy 
Sent: Martes, e8 de Marzo de 2e11 e2:56 p.m. 
To: JoAnne Butler 
Subject: FW: Designation Letter for TCE 

JoAnne, 

Here is Osler's advice on whether TCE's attempt to copy the Ministry on the draft letter from 
Alex Pourbaix is offside with the Confidentiality Agreement. In their opinion it is 
offside. 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
12e Adelaide Street West, Suite 16ee 
Toronto, Ontario 
MSH 1Tl 
416-969-6288 
416-52e-9788 (CELL) 
416-967-1947 (FAX) 

-----Original Message-----
From: Smith, Elliot [mailto:ESmith@osler.com] 
Sent: March 8, 2811 2:17 PM 
To: Michael Killeavy 
Cc: Sebastiane, Rocco 
Subject: RE: Designation Letter for TCE ..•. 

1 



Michael, 
We have reviewed the draft letter dated March 4, 2011, from Alex Pourbaix to Colin Andersen, 
with copies to the Deputy Minister of Energy and Chief of Staff to the Minister of Energy 
(the "Letter"). Although no attachments were included with the Letter, it is our 
understanding from the second last paragraph of the Letter that the final version will 
contain as attachments (i) an implementation agreement summary and (ii) the draft 
implementation agreement. We have considered the implication of sending this letter in 
connection with the October 8, 2010 Confidentiality Agreement between the OPA and TCE (the 
"CA"). The following is a summary of our analysis. 

It is likely that the attachments to the Letter will contain "Confidential Information", as 
such term is defined in the CA. Specifically, we believe that these attachments will contain 
Mutually Confidential Information, which is defined to include, amongst other things, 
information "related to or part of the financial parameters for any other project or 
potential opportunity being discussed between the Parties". There is also the possibility 
that these attachments will contain the OPA's Confidential Information, if they disclose 
anything that is derived from confidential information provided by the OPA. 

In accordance with the CA, a party is permitted to disclose Confidential Information to their 
Representatives. The Government of Ontario is included as a Representative of the OPA only, 
not of TCE, and· as a result this exception would not be applicable to TCE's disclosure of the 
Letter. Consequently, it appears that if TCE transmits the Letter (including its attachments) 
to the Ministry of Energy, this would be a disclosure of Confidential Information by TCE 
contrary to the term of the CA. We believe that if TCE were to send the Letter without the 
attachments to the Ministry, this would be less likely to violate the terms of the CA. 

If you have any further questions or would like to discuss, please let me or Rocco know. 

Thanks, 
Elliot 

Elliot Smith 
Associate 

416.862.6435 
416.862.6666 

DIRECT 
FACSIMILE 

esmith@osler.com 

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

osler.com 

-----Original Message----
From: Sebastiane, Rocco 
Sent: Tuesday, March 08, 2011 1:22 PM 
To: Smith, Elliot 
Subject: FW: Designation Letter for TCE 

Can you respond to this? I have a meeting out the GTAA all afternoon that I have to leave 
for soon. Thanks, Rocco 

-----Original Message-----

2 



From: Michael Killeavy [mailto:Michael.Killeavy@powerauthority.on.ca] 
Sent: Tuesday, March 08, 2011 12:35 PM 
To: Sebastiana, Rocco 
Subject: Fw: Designation Letter for TCE .... 

Can you provide me with some advice on this please? 

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: JoAnne Butler 
Sent: Tuesday, March 08, 2011 12:14 PM 
To: Michael Killeavy; Susan Kennedy 
Subject: RE: Designation Letter for TCE 

I talked to Terry Bennett about this •••• he says that they had it checked out and didn't feel 
that they were in violation. Please confirm that we remain clear that it is a violation and 
I will get back to him again. 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 

-----Original Message----
From: Michael Killeavy 
Sent: Lunes, 07 de Marzo de 2011 03:41 p.m. 
To: Susan Kennedy 
Cc: JoAnne Butler 
Subject: Designation Letter for TCE ••.• 

Susan, 

Please do not send the Designation Letter to TCE. They are copying the Ministry on the Alex 
Pourbaix letter, which violates our confidentiality agreement. The Ministry is not a party 
to the confidentiality agreement. 

3 



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 

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

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. 

******************************************************************** 
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Aleksandar Kojic 

From: JoAnne Butler 
Sent: March 8, 2011 6:56 PM 
To: 
Subject: 
Attachments: 

Deborah Langelaan; Michael Killeavy 
RE: Revised OGS Presentation 
OGS_BOD_CM_2011 0316.ppt 

I have taken a stab at the first slide. Let's discuss tomorrow ... 

JCB 

JoAnne C. Butler 
Vice President, Electricity Resources 
Ontario Power Authority 

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

416-969-6005 Tel. 
416-969-6071 Fax. 
joanne.butler@powerauthority.on.ca 

From: Deborah Langelaan 
Sent: Martes, 08 de Marzo de 2011 03:30 p.m. 
To: JoAnne Butler; Michael Killeavy 
Subject: Revised OGS Presentation 

JoAnne and Michael; 

Revised presentation incorporating John Zych's comments. Please provide me with your comments. 

Deb 

1 



Winding Up of the Oakville 

Generating Station (OGS} Contract 

Board of Directors 

!!!.'W!!~~ 

March 16, 2011 

Privileged and Confidential - Prepared in Contemplation of Litigation 



Summary 

• TCE has submitted proposal. 

• Significant due diligence has been completed on this 
project. We are evaluating their proposal with our 
external legal, financial and technical counsels, and will 
be preparing a counter offer. 

• Targeting end of March to determine if we will continue 
to negotiate to agreement or move to potential litigation. 

• Primary areas of concern continue to be timing of 
Directive and site location. 

2 Privileged and Confidential - Prepared in Contemplation of Litigation 2!.-w!~t 



OGS Update (for information purposes only) 

-~--~~-~--~--~------~---------~ ·--•-¥- ----- ~ --

• OPA/TCE negotiating team met once since February's Board update 
• OPA awaiting response from the Ministry of Energy on the drafting 

of the Directive 
• February 28th Mitsubishi Power Systems (MPS) provided its fixed 

price proposal to TCE for: · 
- Fast-start Gas Turbine (GT) option 
- Scope of work for the conversion from combined-cycle to simple 

cycle 
- Delay/suspension costs 

• MPS cost increased by -1 0% (US $33MM to $36MM) 
• March 1st OPA received TCE's Potential Project Pricing and Terms 

Proposal 
- commercial parameters for the proposed peaking plant along 

with proposed revisions to the peaking contract 
• March 6th OPA received draft letter from Alex Pourbaix, President 

TCE requesting approval of the Cambridge project under their 
proposed terms 

3 Privileged and Confidential - Prepared in Contemplation of Litigation ONTARIO I, 
POWER AUTHORITY L! 



TCE Potential Project Pricing and Terms Proposal 

• TCE provided OPA with its estimated costs for the 
peaking plant along with a list of suggested changes to 
the peaking Contract 

• TCE's position is they require a $16,900/MW-month Net 
Revenue Requirement (NRR) which is slightly lower than 
the $17, 277/MW-month NRR for OGS 

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

• OPA has requested more information from TCE to 
understand how it arrived at its NRR 

4 
Privileged and Confidential - Prepared in Contemplation of Litigation !!!."~~~ 



TCE Potential Project Pricing and Terms Proposal 

--~---~~~·- -~~ ~~·~~---- - ·-· ~--·~ -·· -· - -- - --. --

• OPA has retained NERA Economic Consulting as its 
Financial Consultant 

• OPA performing sensitivity analysis to develop matrix of 
NRR's based on various assumptions for discount rate, 
capital costs, operating & maintenance costs, contract 
term, etc. 

• OPA continuing its due diligence on commercial 
parameters and contract changes 

5 
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Next Steps 

• Continue discussions with TCE to achieve the following: 
- An understanding of TCE's commercial position 

- Finalize technical design requirements 

- Siting of replacement facility 

- Negotiation and execution of Implementation Agreement 

- TCE plan for handling First Nations issues 

• Inform Minister's Office/Premier's Office and get buy in 
to disclose and move forward 

• OPA to provide TCE with counter offer before end of 
March 

6 
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Aleksandar Kojic 

From: 
Sent: 

Smith, Elliot [ESmith@osler.com] 
March 8, 2011 7:42 PM 

To: 
Cc: 
Subject: 

Deborah Langelaan; Sebastiana, Rocco 
JoAnne Butler; Michael Killeavy; Susan Kennedy 
RE: Designation Letter for TCE .... 

Deb, 
Rather than send TCE a formal letter from the OPA, I would propose for me to send John Cashin 
an e-mail setting out our conversation "for the record". 

With respect to the possible designation of the Implementation Agreement under s. 25.13 of 
the Electricity Act, this raises a number of new issues which we have not previously 
considered. There is a good argument that if the OPA designates a record as confidential, 
that the designation would also apply to the Ministry. As such, it would be necessary to 
advise the Ministry of the designation so that they were aware that the record was deemed to 
be confidential. Before taking this approach, the OPA may wish to _have a discussion with the 
Ministry. As well, it is my understanding that the only documents related to this matter 
which have previously been designated were the commercially sensitive documents provided by 
MPS and TCE's proprietary cost information. 

It might be helpful for us to have a call tomorrow to discuss the possible designation of the 
TCE letter, and more generally to have a discussion about what information the OPA is 
prepared to designate as part of this ongoing negotiation. Rocco and I are available for this 
after 12:00 tomorrow. 

Thanks, 
Elliot 

Elliot Smith 
Associate 

416.862.6435 DIRECT 
416.862.6666 FACSIMILE 
esmith@osler.com 

Osler, Hoskin & Harcourt LLP 
Box 50, 1 First Canadian Place 
Toronto, Ontario, Canada MSX 1B8 

osler.com 

-----Original Message-----
From: Deborah Langelaan [mailto:Deborah.Langelaan@powerauthority.on.ca] 
Sent: Tuesday, March 08, 2011 4:06 PM 
To: Smith, Elliot; Sebastiana, Rocco 
Cc: JoAnne Butler; Michael Killeavy; Susan Kennedy 
Subject: RE: Designation Letter for TCE .... 

What do you propose our next steps should be? Do we wait and see how they handle the issue 
and then deal with it or should we be pre-emptive and send them a cautionary letter? In 
light of this is it even necessary to provide TCE with the designation letter they were 
seeking? 
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Deb 

-----Original Message-----
From: Smith, Elliot [mailto:ESmith@osler.com] 
Sent: March 8, 2B11 3:57 PM 
To: Deborah Langelaan; Sebastiana, Rocco 
Cc: Michael Killeavy 
Subject: RE: Designation Letter for TCE ••.. 

I just got off a short call with John. It seems he was aware of the "Mutually Confidential 
Information" issue, but wanted to confirm our understanding of it. I got the impression that 
he was going to review the proposed letter and attachments and redact anything that would go 
into Exhibit B of a replacement contract before sending it to the Ministry. I cautioned that 
the definition of Mutually Confidential Information was fairly broad, and that there may also 
be OPA Confidential Information contained in the letter. I suggested that he might be better 
off sending the Ministry only the letter without the attachments, but that did not appear to 
resonate with him. 

Elliot 

-----Original Message-----
From: Deborah Langelaan [mailto:Deborah.Langelaan@powerauthority.on.ca] 
Sent: Tuesday, March as, 2B11 3:16 PM 
To: Sebastiana, Rocco 
Cc: Michael Killeavy; Smith, Elliot 
Subject: RE: Designation Letter for TCE 

Rocco; 

Are you okay if I suggest to John Cashin to speak directly with you about this? 

Deb 

Deborah Langelaan I Manager, Natural Gas ProjectsiOPA I Suite 16aa - 12a Adelaide St. W. I 
Toronto, ON M5H 1T1 I 
T: 416.969.6B52 I F: 416.967.19471 deborah.langelaan@powerauthority.on.ca I 

-----Original Message----
From: Michael Killeavy 
Sent: March 8, 2B11 2:52 PM 
To: Smith, Elliot 
Cc: Sebastiana, Rocco; Deborah Langelaan 
Subject: RE: Designation Letter for TCE 

Thank you. This is helpful. 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
12a Adelaide Street west, Suite 16aa 
Toronto, Ontario 
M5H 1T1 
416-969-6288 
416-52B-9788 (CELL) 
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416-967-1947 (FAX) 

-----Original Message-----
From: Smith, Elliot [mailto:ESmith@osler.com] 
Sent: March 8, 2911 2:17 PM 
To: Michael Killeavy 
Cc: Sebastiane, Rocco 
Subject: RE: Designation Letter for TCE ...• 

Michael, 
We have reviewed the draft letter dated March 4, 2911, from Alex Pourbaix to Colin Andersen, 
with copies to the Deputy Minister of Energy and Chief of Staff to the Minister of Energy 
(the "Letter"). Although no attachments were included with the Letter, it is our 
understanding from the second last paragraph of the Letter that the final version will 
contain as attachments (i) an implementation agreement summary and (ii) the draft 
implementation agreement. We have considered the implication of sending this letter in 
connection with the October 8, 2919 Confidentiality Agreement between the OPA and TCE (the 
"CA"). The following is a summary of our analysis. 

It is likely that the attachments to the Letter will contain "Confidential Information", as 
such term is defined in the CA. Specifically, we believe that these attachments will contain 
Mutually Confidential Information, which is defined to include, amongst other things, 
information "related to or part of the financial parameters for any other project or 
potential opportunity being discussed between the Parties". There is also the possibility 
that these attachments will contain the OPA's Confidential Information, if they disclose 
anything that is derived from confidential information provided by the OPA. 

In accordance with the CA, a party is permitted to disclose Confidential Information to their 
Representatives. The Government of Ontario is included as a Representative of the OPA only, 
not of TCE, and as a result this exception would not be applicable to TCE's disclosure of the 
Letter. Consequently, it appears that if TCE transmits the Letter (including its attachments) 
to the Ministry of Energy, this would be a disclosure of Confidential Information by TCE 
contrary to the term of the CA. We believe that if TCE were to send the Letter without the 
attachments to the Ministry, this would be less likely to violate the terms of the CA. 

If you have any further questions or would like to discuss, please let me or Rocco know. 

Thanks, 
Elliot 

Elliot Smith 
Associate 

416.862.6435 
416.862.6666 

DIRECT 
FACSIMILE 

esmith@osler.com 

Osler, Hoskin & Harcourt LLP 
Box 59, 1 First Canadian Place 
Toronto, Ontario, Canada MSX 188 

osler.com 
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-----Original Message----
From: Sebastiana, Rocco 
Sent: Tuesday, March 08, 2011 1:22 PM 
To: Smith, Elliot 
Subject: FW: Designation Letter for TCE 

Can you respond to this? I have a meeting out the GTAA all afternoon that I have to leave 
for soon. Thanks, Rocco 

-----Original Message-----
From: Michael Killeavy [mailto:Michael.Killeavy@powerauthority.on.ca] 
Sent: Tuesday, March 08, 2011 12:35 PM 
To: Sebastiana, Rocco 
Subject: Fw: Designation Letter for TCE 

Can you provide me with some advice on this please? 

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: JoAnne Butler 
Sent: Tuesday, March 08, 2011 12:14 PM 
To: Michael Killeavy; Susan Kennedy 
Subject: RE: Designation Letter for TCE 

I talked to Terry Bennett about this •••. he says that they had it checked out and didn't feel 
that they were in violation. Please confirm that we remain clear that it is a violation and 
I will get back to him again. 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 

-----Original Message----
From: Michael Killeavy 
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Sent: Lunes, 07 de Marzo de 2011 03:41 p.m. 
To: Susan Kennedy 
Cc: JoAnne Butler 
Subject: Designation Letter for TCE ..•. 

Susan., 

Please do not send the Designation Letter to TCE. They are copying the Ministry on the Alex 
Pourbaix letter, which violates our confidentiality agreement. The Ministry is not a party 
to the confidentiality agreement. 

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 

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

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 au dele divulguer sans autorisation. 

******************************************************************** 
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Aleksandar Kojic 

From: 
Sent: 

Deborah Langelaan 
March 9, 2011 9:35 AM 

To: Michael Killeavy; Anshul Mathur; 'Rocco Sebastiane (rsebastiano@osler.com)'; 'Elliot Smith 
(esmith@osler.com)' 

Cc: 
Subject: 
Attachments: 

JoAnne Butler 
FW: OGS Memorandum 
OPA_Memo_2011 0308.pdf 

Please find attached SMS's summary of its review of TCE's financial model. 

Deb 

Deborah Langelaan 1 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: Safouh Soufi [mailto:safouh@smsenergy-engineering.coml 
Sent: March 8, 201111:18 PM 
To: Deborah Langelaan 
Subject: OGS Memorandum 

Privileged & Confidential 

Hello Deborah: 

I have just completed OGS memo. I would like to review it again in the morning and if necessary issue you a revised 
version later tomorrow. 

In the mean time I wanted you to have this advance copy today (tonight) as I promised to do so yesterday. 

Thanks, 
Safouh 
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****PRIVILEGED AND CONFIDENTIAL -PREPARED IN CONTEMPLATION OF LITIGATION**** 

SMS ENERGY-ENGINEERING INC 

MEMORANDUM 

TO: Deborah Langelaan, OPA- Manager Natural Gas Projects 

FROM: Safouh Soufi, SMS Energy-Engineering 

DATE: March 8, 2011 

SUBJECT: Summary of OGS Key Points 

Highly Confidential 
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 trade 
secret or scientific, technical, commercial, financial or labour relations information, 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. 

Background 
TCE supplied OPA with excerpts from their financial model ("TCE Model"). Not being a 
complete model, the information provided was not extensive enough to allow for a detail 
analysis nor does it provide firm answers to a number of questions. We used our internal 
model (SMS Model) to perform limited validation of the information TCE Model. Where the 
information is required but not available in TCE Model, SMS made certain assumptions to 
facilitate this comparison exercise. This memorandum provides a summary of the results of 
our review of TCE Model. 

O&M and GD&M 
SMS has prepared an estimate of OGS O&M costs including L TSA and a small allowance 
for GD&M. As mentioned later, TCE treats L TSA costs as capital expenditure and 
consequently are separate from O&M costs. We found the O&M costs estimated by TCE to 
be in the same order of magnitude as those estimated by SMS. When L TSA figures are 
added to TCE O&M costs a significant difference between TCE and SMS O&M becomes 
apparent. It is this difference that allowed us to infer OGS GD&M costs and as a result 
revised the GD&M allowance in SMS Model. 

EBITDA 
TCE EBITDA figures differ from SMS figures for a number of known reasons. Chief among 
them are the following: 

• SMS Model treats L TSA as OPEX but TCE Model shows it as CAPEX. It should be 
noted that CAP EX treatment of L TSA is not consistent with what TCE informed OPA 

Tel.: 905.845.5148 Fax: 905.845.8007 
www.smsenergy-engineering.com Page 1 of5 



SMS ENERGY-ENGINEERING 
MEMORANDUM 

at our meting of February 17, 2011. At that time, TCE mentioned that all expenses 
after COD are treated as OPEX and those before are CAPEX; 

• TCE Model includes market forecasted "upside" revenue whereas SMS Model 
doesn't include any upside. 

In addition to the above, there are several other parameters at play; each having its own 
impact on the outcome; some positive and others negative; resulting in an aggregate 
outcome that is not too material to the comparative exercise at this time. By way of 
example, we note the following: 

1. TCE project schedule before COD is based on 52 months whereas SMS 
Model is based on 50 months; 

2. TCE assumes COD to take place on November 15, 2013 whereas SMS Model 
assumes January 1, 2014. 

Figure 1.0 below shows a graphical comparison of EBITDA calculated by TCE and SMS 
Models. The combination of TCE treatment of L TSA and inclusion of "upside" potential in 
TCE Model do account for most of the difference between TCE and SMS figures shown 
below. We note the drop in TCE EBITDA in year 13 which we anticipate is due to major 
maintenance shutdown. SMS Model spreads this cost over the contract horizon. 

Figure 1.0 

EBITDA Com1larison (Read Qualification) 

-+-TCE Figures -+-SMS Figures 
200 

... ~ ..... ~ T .T T T T "V 
~ 150 

j 
100 

50 

1 2 3 4 s 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20 

Year 

Page 2 of5 



SMS ENERGY-ENGINEERING 
MEMORANDUM 

Cash after Tax 
TCE Model provides an estimate of annual project taxable income. We recognize that the 
information provided in connection with income tax is limited in scope and consequently 
may not be sufficient for a review and validation by an expert in the field. Depending on 
how the negotiation progresses, such validation may be required at a later time and if so 
further information must be disclosed by TCE. In the mean time, however, we based tax 
calculations in SMS Model on the tax rate provided in TCE Model. We did so as an interim 
solution to expedite our work and after consideration of TCE letter to the OPA of December 
16, 2010 in which Mr. John Mikkelsen stated: "This spreadsheet [referring to TCE Model] is 
a summary of the cash flow associated with the Oakville Generating Station and is an 
accurate representation of the cash flow that was presented to the TrasnCanada Board of 
Directors on June 17, 2009 to support Board approval of TransCanada's bid to the Ontario 
Power Authority". 

Figure 2.0 shows a graphical comparison between the Cash after Tax figures based on 
TCE and SMS Models. Estimated ROE( net) and project NPV discussed later were based 
on cash flow figures used in the chart below. 
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SMS ENERGY-ENGINEERING 
MEMORANDUM 

ROE 
TCE didn't disclose OGS expected ROE. We estimated OGS ROE after tax to be in the 
order of 9%. This is potentially the case assuming that TCE did actually built OGS despite 
local objection to the project. In addition, it is assumed that when the project is built it is 
completed on time and budget. Furthermore, it is assumed that when the project is in 
operation its O&M costs do not materially exceed those anticipated by TCE. Based on what 
TCE has advised the OPA to-date, the gas turbines have been ordered and all other 
equipment including long lead items for the combined cycle have not been ordered as of 
this date. 

NPV 
TCE Model determines NPV over a period of 30 years and includes an anticipated residual 
value in year 30. That is in addition to an anticipated market revenue stream together with 
a Contingency Support Payment (CSP) in years 21-30. It is not clear where the CSP stream 
will come from after the OPA contract has expired. SMS Model, on the other hand, 
estimates NPV of the OPA-TCE OGS contract over 20 years and includes no residual value 
in year 20. In regards to residual value we understand the OPA is seeking an expert 
opinion on this issue and we also understand that the OPA hasn't agreed to a 30-year NPV. 
If the OPA agrees to a 30-year time horizon then we will revise our model accordingly. 

Figure 3.0 below shows a graphical representation of a 20-year NPV estimated by TCE and 
SMS for different discount rates. 

5.25% 

Figure 3.0 
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SMS ENERGY-ENGINEERING 
MEMORANDUM 

Using TCE Model the 30-year NPV was estimated for two scenarios: a) where TCE is 
compensated for the unsubstantiated Contingency Support Payment in year 21-30 together 
with a plant residual value; b) where TCE is not compensated for CSP and residual value. 

.TCEModel 

5.25% 

Figure 4.0 

30-Year NPV 

• TCE Model NO CSP & Res Value 

6.00% 
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Aleksandar Kojic 

From: 
Sent: 
To: 
Cc: 

Subject: 
Attachments: 

Anshul Mathur 
March 9, 2011 6:01 PM 
JoAnne Butler; Michael Killeavy; 'Sebastiana, Rocco' 
'Smith, Elliot'; Deborah Langelaan; Susan Kennedy; Kevin Dick; Safouh Soufi 
(safouh@smsenergy-engineering.com); 'Meehan, Gene' 
Financial Analysis on OGS 
TCE Presentation Rev AM 9 March 2011.pptx 

*** PRIVILEGED AND CONFIDENTIAL- PREPARED IN CONTEMPLATION OF LITIGATION *** 

Hi JoAnne, Michael & Rocco: 
See attached the presentation on the financial model created to get a better understanding ofthe NRR's and OGS 
Value. I can go through this presentation in tomorrow's meeting. 

Let me know ifthere is any additional analysis you would like to see or if you have any comments. 

Thanks, 
Anshul 

P.S- Let me know you have trouble opening the presentation as this was done in Office 2007. 
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Value Propositions: Discussion on 
OPA's counter-offer to TCE's Proposal 
Privileged and Confidential- Prepared in Contemplation of Litigation 

March 10, 2011 
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Privileged and Confidential - Prepared in Contemplation of Litigation 

Value drivers for OPA's counter-offer 

• NRR for K-W is based on the following 
- Capex of K-W 

- Value of OGS 

- Term of the K-W Contract 

- Other (GD&M, O&M Fixed Costs, O&M Variable Costs, 
Interest During Construction, Connection Costs, Unknown 
unknowns - Risk, Other) 

- NRR Values 

- Value of NRR Index Factor 

• Risk Mitigation (Permit Risk etc- not quantifiable except 
through Risk Analysis such as Monte Carlo simulation) 

2!l.!!!~~ 



Privileged and Confidential - Prepared in Contemplation of Litigation 

TCE vs OPA Capex for K-W 

TCE's Proposal 

Total of $580M - includes OGS sunk 
costs 

OPA's Value (using CERA) 

Capex Ranges from $517M (low) to 
$562M (high) 

The above Capex does not include Connection Cost 

CAP EX: TCE and OPA $18M to $62M apart 

Capex Alignment 
• $103 to $116M - excess costs attributable to using OGS turbines for K-W 
• $37M - excess attributable to OGS Sunk Costs (include three cost 

buckets) 
• K-W Capex expected to be atleast $140M- $153M over CERA range 
(Note: Uncertain whether $14.4M additional scope is included in this excess cost range or whether 

it is beyond this range- if it is beyond this range then the TCE and CERA Capex are further 
apart by $14.4M i.e. The range goes up to $32M to $76M. $14.4M is equivalent to $193/MW
Month) 

3 S!!~~t. 



Privileged and Confidential - Prepared in Contemplation of Litigation 

Value of OGS 

TCE's Proposal 
$375M for 30 Year Term 

Discount Rate of 5.25% for first 20 
years and 8% for last 1 0 years 

OPA's Value (using CERA) 
OPA can propose a range from 

. $375M to $102M -discount rates 
ranging from 5.25% to 7.4% for 
the first 20 years and 8% to 10% 
for last 1 0 years 

OGS Value range from $375M to $102M- based on discount rates 

OGS Value Matrix & Discount Rates 
By TCE: 1st 20 Years - 5.25%; Last 10 Years - 8% 

By OPA: 1st 20 Years- 5.25% to 7.393%; Last 10 Years- 8 to 10% 

(in $MM) 

Interest Rate Adjustment for 
Years 1 to 20 

5.25% 

6.00% 

6.50% 

7.00% 

$ 414.9 

$ 362.0 

$ 313.4 

Interest Rate Adjustment for Years 21 to 30 

$ 369.4 

$ 316.5 

$ 267.8 

7.393% I $ 277.9 $ 232.4 

4 '-'•"-V/0 o,j.1 VU-.J.V .... ""!'VI,/ 

$ 267.7 

$ 179.4 

$ 126.4 

$ 77.8 
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Privileged and Confidential - Prepared in Contemplation of Litigation 

Term of the Contract - 20, 25, 30? 
---~-~---~- ------- ------- -·---....,..,. ----·- -- -~--- ____ , 

• Increasing the term decreases the NRR but 
increases the value for TCE 

$18,000 -1-~:::::=.-.o;;::::-_____________________ _ 

$17,250 -1--------~~:----------------------

$1e,5oo I .. 11.;::: 

$15,750 

-- ...._ .............. 
$15,000 ,..............,.. ~ ~ • 

--...--
$14,250 -................. ,......,.. .................... 

$13,500 , _______________ _____:~.....,.-~~~-ao------=--

"' $12,750 -

$12,000 -

~ ~ ~ ~ ~ ~ # # # £> s· s· s·'V s·'V s·'V s· s· s· 
00 00 00 0G 0G 00 00 00 00 

~ ~· ~ ~ ~ ~ ~ ~ ~ ~ ~~ ~ ~ ~ ~ ~ ~~ ~ 
,.,ei-' ,.,ei-' ,.,ei-' ,.,ei-' ,.,ei-' ,.,ei-' ,.,ei-' ,.,ei-' ,.,ei-' 
~ ~ ~ ~ ~ ~ ~ ~ ~ 

-+-20Years 

--25Years 

-•-30Years 

t. 
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Privileged and Confidential - Prepared in Contemplation of Litigation 

Other NRR Drivers ($/MW-Month) 

Factor 

GD&M 

O&M Fixed Cost 

O&M Variable Cost 

Interest During 
Construction 

Connection Costs 

Range I Value 

$1500 to $2000 
(used $1700) 

$1600 to $3000 
(used $3000) 

Comments 

None 

Conservative assumption 
made for modelling 

unknown Should be recovered through 
Market Revenues 

$700 to $1500 Variable based upon Interest 
Rates & Capex 

Pass through to the OPA 

Other Unknowns: Risk, Return, other construction or developmental 
factors- plug factor to the NRR 

~~~~ 
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Privileged and Confidential - Prepared in Contemplation of Litigation 

NRR's- based on Capex, OGS Value, Term of 
the Contract - sin le sna shot 

$20,000 

$18,000 

$16,000 

$14,000 

$12,000 

$10,000 

$8,000 

$6,000 

capex Capex Capex 
(480M) + (543M) + (525M) + 

Sunk Sunk OGS 
Sunk (37M) = (37M) = Sunk 

(37M)= $517M $580M (37M)= 
$562M $562M 

20 Year Term 

Capex 
(480M) + 

Sunk 
(37M)= 
$517M 

25 Year Term 

Capex 
(543M) + 

Sunk 
(37M)= 
$580M 

Capex 
(525M) + 

OGS 
Sunk 

(37M)= 
$562M 

30 Year Term 

Capex 
(480M) + 

Sunk 
(37M)= 
$517M 

5.25% & 8% = $375M 

5.25% & 9% = $348.5M 

5.25% & $0 = $262M 

7.39% & 8% = $149.8M 

7.39% & 9% = $123.1M 

2!r."a!! t. 
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Privileged and Confidential - Prepared in Contemplation of Litigation 

NRR's- based on Capex, OGS Value, Term of 
the Contract (20 Year Contract --· 
• NRR Variance with Capex & OGS Value for a 20 Year 

Contract and K-W Cost of Capital at 5.25% 
Variance with K-W Capex & OGS 

OGS NPV (5.25% & 8%) 
OGS NPV (5.25% & 9%) 
OGS NPV (5.25% & $0) 

OGS NPV (7.39% & 8%) 
OGS NPV 

$19,000 ~-----------

$18,000 t-~ii:::::::~:------
$17,000 -~--~:=- ~~ ..... -----
$16,000 -1-----~-.2~;:-----

$15,000 +------_::"~~~::: 
$14,000 +--------~~-. 
$13,000 +-------------
$12,000 +----~-----.---,----.-~ 

<:><:><:> 

!;)<:>' 

!;)<:> !;)<:> !;)<:> 
<;5 <;5 <;5 <:><:><:> 

.__<:><:>' 
<;5 

(\"'' .. , 
!;)<:>' !;)<:>' s;)<:>' 

<:l <;5 '!) 

~- "'"'' ~-.. ":) .,rc .. " ~-.. " 

--$580,263,700 

-11-$562,394,706 

- .. -$517,308,116 
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Privileged and Confidential - Prepared in Contemplation of Litigation 

NRR's - based on Capex, OGS Value, Term of 
the Contract (25 Year Contract 

• NRR Variance with Capex & OGS Value for a 25 Year 
Contract and K-W Cost of Capital at 5.25% 

Variance with K-W Capex & OGS 

OGS NPV (5.iS% & 8%) 
OGS NPV (5.25% & 9%) 
OGS NPV (5.25% & $0) 

OGS NPV (7.39% & 8%) 
OGSNPV 

$17,000 
$16,500 
$16,000 
$15,500 
$15,000 
$14,500 
$14,000 
$13,500 
$13,000 
$12,500 
$12,000 

r:,'0 r:,'0 r:,'0 
<::! <::! <::! 

'0<;:,'0 f:)<;:, 
~'0· ~ <::! ~'0· f:l' ~'0· 

'0~ <,<::! '0~ 
(\..<,' - ,;h' 10.,, 

.,, <0" .. ']; 

'b~ <;:,~' 
t>\1'' ,~ 

""" <o"'l; 

-•-$580,263, 700 

--$562,394,706 

-J.-$517,308,116 
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Privileged and Confidential - Prepared in Contemplation of Litigation 

NRR's - based on Capex, OGS Value, Term of 
the Contract (30 Year Contract 

• NRR Variance with Capax & OGS Value for a 30 Year 
Contract and K-W Cost of Capital at 5.25% 

Variance with K-W Capex & OGS 

OGS NPV (5.25% & 8%) 
OGS NPV (5.25% & 9%) 
OGS NPV (5.25% & $0) 

OGS NPV (7.39% & 8%) $14SitlUU,UUU 
OGSNPV 

$16,000 T-----------

$15,500 1 ~,-----------
$15.000 

$14,500 -

$14,000 +------~...---:~.------

$13,500 +-------~~~---

$13,000 +---------~..:::::::;;;:-. 
$12,500 +------------' ""=--
$12,000 +-----,----,------,---,-------, 

~~~ 
!;:)~' 

!;:) ~l:j !;:)~ 
~~- ~ l:j 

~~~ !;:)~ 
~~- ~l:j 

l:j 
(1,""' .. , w !i:JV' 

1><'0' ~~ 
.. <>; ._r{}> 

q,v ~v' 
1><0:>' r!J~ 

-." ..... <),; 
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Privileged and Confidential - Prepared in Contemplation of Litigation 

Conversion Rates: $$Value to/from NRR 

• What does $1M Capex or OGS Value mean in NRR? 

±$1 MM Capex or OGS Value 
change impact on NRR 

20 - Year Term 

25 -Year Term 

30 - Year Term 

$$ I MW-Month $$ I MW-Month 
(@ 5.25% Int. Rate) (@ 7.39% Int. Rate) 

$13.4 $15.9 

$11.9 $14.5 

$10.9 $13.6 

• And, what does $1 ,000 NRR mean in Capex or OGS? 

±$1,000 I MW-Month Change 
impact on Capex I OGS Value 

20 -Year Term 

25 -Year Term 

30 - Year Term 

$MM $MM 
(@ 5.25% Int. Rate) (@ 7.39% Int. Rate) 

$74.63 $62.89 

$84.03 $68.96 

$91.74 
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Privileged and Confidential - Prepared in Contemplation of Litigation 

Value of Index (NRRIF) 

• Increasing the index factor is 'pure' profits for 
TCE but could help reduce NRR for K-W 

• Graph· provides the value to TCE as per their 
proposal on NRR Indexing 

Value of NRRIF- Between 50% & 20% 

J .-- ~ -+-TCE Capex (543M) + OGS Sunk (37M)= 
$580M 

--High CERA Capex (525M) + OGS Sunk 
·~~ (37M)= $562M 

, .,.,1<J~ ~~'I:JP~ 
.,olo I , '!; 

'b-" '?Joo 
<. ').<J•Io .colo 'b-
·~· <;,'l-" 

.,~ '0~ "~ 
~'1-'0· .. ~'?!· "'~-"' ~~ ~~ ~~ 

'\ ()
0 1• 'b-9:J0 1• 'b- '?J•Io 

<;,•lo 'b- Q>0 1• 9°lo 
<J :J: 1 ::> 1 ::> 2!~t 



Aleksandar Kojic 

From: 
Sent: 
To: 

Michael Killeavy 
March 10, 2011 9:01 PM 
JoAnne Butler 

Cc: 
Subject: 

Deborah Langelaan; Anshul Mathur 
Fw: Double Dipping on K-W ... thoughts! 

Here's Anshul's thoughts on the "double-dip" issue. I believe that he's correct, the model doesn't double up on OGS and 
K-W. We set the model up to solve for a dollar profit level. These are profits earned on the K-W project. The level goes 
up, or down, depending on what we peg the OGS profits at because we treat the K-W profit AS the OGS profit. We do 
not consider a separate K-W profit and separate OGS profit. We consider a single profit and we peg it at the profit level 
for OGS in the model run. There is no separate K-W overlapping profit. 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Author.ity 
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: Anshul Mathur 
Sent: Thursday, March 10, 2011 06:43 PM 
To: Michael Killeavy 
Cc: Deborah Langelaan 
Subject: Double Dipping on K-W ... thoughts! 

Hi Michael, 
I have been thinking about whether our model allows for double-dipping of profits for TCE and I think you are right... it 
doesn't. 

If we just value the K-W at Cost of Capital (for ex. 5.25%), then the return Equity holders get is just to cover for the Cost 
of providing Equity and not an 'additional' return on Equity. However, if we don't agree with their 5.25% and assume 
that it is higher than what they state, then they are instead taking a loss on building K-W and then partially 
compensating by fudging up their Capex. 

The main question in my mind is- would we consider 'Cost of Equity' to be 'Return on Equity Investments'? 

We can discuss more tomorrow (or Monday if you are not in tomorrow). 

Anshul 

1 



Aleksandar Kojic 

From: Michael Killeavy 
Sent: March 12, 2011 10:32 AM 
To: 
Cc: 
Subject: 
Attachments: 

Sebastiana, Rocco; Smith, Elliot; Susan Kennedy; JoAnne Butler 
gene.meehan@nera.com; Deborah Langelaan; Anshul Mathur 
TCE Matter- Revised Analsysis of TCE Value Propositions .... 
TCE Value Proposition Analysis 12 Mar 2011.doc 

Importance: High 

*** PRIVILEGED AND CONFIDENTIAL - PREPARED IN CONTEMPLATION OF LITIGATION *** 

Attached is the revised analysis of the purported TCE Value Propositions based on our meeting 
this past Thursday. 

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 
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PRIVILEGED AND CONFIDENTIAL -PREPARED IN CDNTEMPLA TION OF LITIGATION 

ANALYSIS OF TCE PROPOSED SCHEDULE B TO THE IMPLEMENTATION AGREEMENT 

# Pureorted TCE Value Proposition Analysis Cost Recommendation 

1 ". .. the Contract will provide that ifTCE is unable to This provision significantly This is difficult to value. It The OPA rejects Ws-the broad 

secure a permit or approval for the construction or reduces the development risk is presumably the present extentTCE Value Proposition. 

operation of the Potential Project or any level of for TCE since If it encounters value of the foregone 
government otherwise prevents the construction or any regulatory approval profits under the SWGTA 

operation of the Potential Project then TCE will be problem, it can exit the Contract, which may range 
The OPA is amenable to grovlding 

able to terminate the Contract and ... recover from contract and receive from $268M to $503M plus TCE with the similar sort of 
the OPA its reasonable costs incurred with respect to reimbursement for its whatever costs TCE incurs 

munici(!:al (!:ermitting risk 
the Facility and the Potential Project and TCfls development costs and in developing the peaking 

mitigation as York Enerf!ri Centret 
anticipated financial value of the Original Contract financial value of the plant. This latter 

where a regulation was enacted 
[Defined as a Number for the lA}. In addition to TCE's contract. component depends on 

to exem(!:t the develo1;1ment of 
relief from Force Majeure, TCE would also recover when the permitting road 

the facllill:: from municigal 
from the OPA Its reasonable costs as a result of This risk profile is block occurs in the project 

delays arising from Force Majeure relating to inconsistent with the SWGTA development timeline. 
(!:Ianning a(!:provals under the 

permitting." (emphasis added) Contract and with all other f)'!f!.'!!'!H~~--- .. -- .· ................ -- . .... · [FOrmatted: Font: Italic ] 

OPA gas·fired generation 

contractst with the exce(!:tion 

of the Portlands Enerf!ri 

Centre. 

Recovery afforce majeure· 

related costs is inconsistent 
with the common law 

position on force majeure 

I 
and other OPA contracts ... 
~III+D· Csl.ln&elts Gs,;fifm 

12 March 2011 Page 1 of 6 



PRIVILEGED AND CONFIDENTIAL-PREPARED IN CONTEMPLATION OF LITIGATION 

ANALYSIS OF TCE PROPOSED SCHEDULE B TO THE IMPLEMENTATION AGREEMENT 

# Pur11orted TCE Value Proposition Analysis Cost Recommendation 

!l!!il 

2 "The Contract will provide that sunk costs associated The OPA is likely liable for We have been told that The OPA can agree to reimburse 

the development of the Facffity totaling (sic) {$37 these sunk costs if the matter these costs would be TCE for its sunk costs, provided 
' mflflon] will be paid Immediately to TCE at time of were ever to be litigated. approximately $33M, and they can be substantiated. 

executing the Contract. These sunk costs [have/have lNTD: Counsel to comment would not exceed $35M. 

not] been reviewed by the OPA and further due on thlsl TCE now indicates that 
diligence and review [will/will not] be required. " these are $37M. We have 

The OPA Is amenable to havjng 

I 

{emphasis added) The mechanism for direct been given substantiating 
and immediate payment has information from TCE on 

the costs reimbursed by: 

to be considered. Can we do these sunk costs and we 
incoregratingthem Into the Net 

this within the scope of the are reviewing this 
Revenue Reguirement {"NRR"l 

draft directive? The draft information now. 
for the K-W peaking plant. 

directive is silent on this right 

now. 

3 " ••• the Contract will provide a mechanism whereby the These costs are hard to TCE has estimated $100M OPA should agree to pay these 

I 

OPA will directly pay for all costs associated with the quantify at this point in time. for these costs. CNTD: costs, but we Aeeei ta iA\•estigate 

electrical and natural gas interconnections in a If we include them in the check with PSPtoseeifthe amt laAB a A a meeAaAism far 

manner that will not subject TCE to carrying costs. NRR, TCE will add an addition K-Wr!,eaklng Qlont tleiAg-se;the OPA reguires that 

For the gas connection this wilf Include all costs paid to risk premium, which will be warklnrt. grou12. has an)! TCE bear the risk of completion 

the local gas distribution company ("LDC') that Is paid for by the ratepayer. better lnformatlon?l and so it reguires that the costs 

associated with the connection to the Potential Project Even If we include the cost in be paid directly: on a 

from the LDc_i_!lcluding a CO!Jtribution in old to the NRR, if the estimate is reimbursement basis to TCE. This 
------

12 March 2011 Page 2 of 6 



PRIVILEGED AND CONFIDENTIAL- PREPARED IN CONTEMPLATION OF LITIGATION 

ANALYSIS OF TCE PROPOSED SCHEDULE 8 TO THE IMPLEMENTATION AGREEMENT 

# Pur11orted TCE Value Proposition Analysis Cost Recommendation 

construction (HCIAC") and terminating at the overrun we will likely face a is the mechanism for 

demarcation between the Potential Project and the claim anyway, so we'd pay reimbursement on all other OPA 

LDC on the Potential Project site. For the electrical for the risk premium and the contracts. 

connection this will include all costs associated with overrun. 

the design engineering, construction and 

commissioning of the electrical facilities between the ~he cheapest option for the 

high voltage side of the Potential Project switchyord ratepayer is to pay for these 

and the point of connection to the Hydro One costs directly. 

transmission system including land and easements if 
The "no carrying cost" 

applicable." (emphasis added) 
language suggests a direct 

payment by the OPA and not 

a pass-through cost. We 

need to confirm this with 

TCE. Can the OPA make such 

a direct cost? 

4 "The Contract will provide that all gas delivery and This transfers all gas risk to We estimate that this is OPA should reject this 

management services costs will be excluded from the the OPA. OPA is not the best worth about $2,000/MW- proposition since it is not the 

NRR and that such costs wilf be paid for by the OPA in placed to manage this risk. month based on NYR plant operator and therefore not 

a manner consistent with the Portlands ACES and information. the best placed to manage this 

Holton Hills CES Contracts." risk. 

5 " ... The portion of TCE's costs subject to escalation is It's unclear that 50% of the ~~l'fiJ· Meed t;s rJs ~9R'Ie OPA should reject this 

approximately 50% as opposed to the current NRR is related to the ffireei R'JorJem,,o, ~lffs IA'B'"e proposition since it is (a) 

maximum of 20%. Accordingly the Contract will be AS~ ll'frJeverJ sRyM'Wg lA inconsistent with our other 

12 March 2011 Page 3 of 6 



PRIVILEGED AND CONFIDENTIAL- PREPARED IN CONTEMPLATION OF LITIGATION 

ANALYSIS OF TCE PROPOSED SCHEDULE B TO THE IMPLEMENTATION AGREEMENT 

I# Purgorted TCE Value Proposition Analysis Cost Recommendation 

modljled to reflect this higher proportion subject to OPEX. the mgrJels to d&te tg kes contracts and (b) doesn't seem to 

escalation by incorporating a NRRIF of 50% ... " tfteM &lmll,le We &sifld reflect the proportion that ffiEeG 
This is quite a departure from "ee·.simpr.· Msdifr Me OPEX has in the NRR. 
all other CPA contracts, At¥R iJ.IIJiugtfBR mgfk! ta 
which either do not permit BeFMft S1J« iluiMiAQ 9Rd 
indexing or cap it at 20% of let'& see w"•t the e~Gt i& 
the contract price or NRR. "" eWJiwated &DstiZlQur 

We see no justification for 
modelling indicates that 

this this. 
this is worth about another 
~;!00 million in terms of 

NPV over a 20-~ear term. ... ..... ··············----------·····-········ 

6 " ... the Contract will be premised on a 30 year term or Extending the terms is a fNTD: Let1S do some CPA can agree to a longer than 20 

premised on a 20 year term with a unilateral option means of spreading the costs modelling to determine year term, but we need to make 

for TCE to extend the term of the Contract, on the out over more years to what value the extra 10 certain that the return to TCE is 

same terms, conditions and prices, for an additiona/10 reduce the $/MW-month )!.ears has on a $.LMW- consistent with what we've 

years." value of NRR. month basis over tht:, agreed to is the "financial value" 
standard 20-'f.ear teem. of the OGS Contract. 

It is also a means for TCE to This Is relatlvel'f. eas'i. to do 

I 

earn more since there are (Qr a range ofNRRs (!g_m 
more contract years of sal! S.151000{.MW-month 
contract revenue. and $17.000{.MW-monthl 

The OPA O,Qenlng ,QOsition is that 

we can accegt a 25-y:earterm to 

I 

the K-W geaklng contract. 

12 March 2011 Page 4 of 6 
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PRIVILEGED AND CONFIDENTIAL- PREPARED IN CONTEMPLATION OF LITIGATION 

ANALYSIS OF TCE PROPOSED SCHEDULE 8 TO THE IMPLEMENTATION AGREEMENT 

# I Purported TCE Value Proposition 

7 I " ... the Contract will be modified to reflect average 
ambient temperatures during each season ... H 

Analysis Cost 

Plan output is inversely CNTD: Can SMS Energy 

related to ambient 1 help with thls?l 
temperature. The proposed 

changes in temperature 

seem odd, though.J~!7:1?:.~-~~--t-----· 
I SMS ERergy Rei~ "'itA 

~This will result in a 
much higher capacitv for the 
plant. 

TCE might be concerned 

about meeting capacity 
check test requirements. 

Recommendation 

I PreviEieEI tAat we eaR agree aR 

tAe temperatures, the OPA eaR 

agree te tRis. CA'J'D• Subf.eGt t9 

teehR~ fldV'Ge ffom SMS 

~e might be able to ·····i··········································• 
achieve the result TCE is 

interested in by modifving the 

default provisions associated with 
the capacitv check tests in the 

contract. 

8 I " ... the Contract will be modified to ensure the plant is I TCE is attempting to tie fMTIJ· We Reed ts ds ssme I opa ~:~esitieR is URdetermiAe6This 

only deemed on when power prices provide for full 
recovery of start charges within an hour ... " 

12 March 2011 

physical operation of the 

plant with the financial 

contract means of imputing 

start up and earning market 

revenues. 

1 Ge~;~lel·\·e j~;~st relmb~;~FSe 

them fer eaeR star:t ~;~p?We 

believe that ExhibitJ In the 

NYR Contract mitil!ates the 

1 Rtsdell!ll« ts determiRe 

~oufJgt the '9&t sf til's Rti«ht 

be !.'te Reed ts rtet 'Rts 

the di&P&t'" #6&16 sf the 1Bsl6sflhe 

II')!~ iwf!u&tleR Rf&def RRd 

msrlifr the IBB1G ts &ee 

l"hst the effeet ~~~i'l 

may well be a matter of walking 

TCE through Exhibit J for NYR and 

demonstrating how the peaking 

facllitv will be imputed to earn 

~· 

beJUnknown, ................. { .. .. ········ 
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PRIVILEGED AND CONFIDENTIAL -PREPARED IN CONTEMPLATION OF LITIGATION 

ANALYSIS OFTCE PROPOSED SCHEDULE 8 TO THE IMPLEMENTATION AGREEMENT 

# Pureorted TCE Value Proposition Analysis Cost Recommendation 

risk that TCE Identifies. 

12 March 2011 Page 6 of 6 



Aleksandar Kojic 

From: 
Sent: 
To: 

JoAnne Butler 
March 14,2011 9:10AM 
Michael Killeavy 

Cc: 
Subject: 

Deborah Langelaan; Anshul Mathur 
RE: Double Dipping on K-W ... thoughts! 

I never did ascribe to the double dipping theory .... we have always been working back from a profit target. .. ! am 
absolutely fine with this ... 

JCB 

JoAnne C. Butler 
Vice President, Electricity Resources 
Ontario Power Authority 

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

416-969-6005 Tel. 
416-969-6071 Fax. 
joanne.butrer@powerauthoritv.on.ca 

From: Michael Killeavy 
Sent: Jueves, 10 de Marzo de 2011 09:01 p.m. 
To: JoAnne Butler 
Cc: Deborah Langelaan; Anshul Mathur 
Subject: Fw: Double Dipping on K-W ... thoughts! 

Here's Anshul's thoughts on the "double-dip" issue. I believe that he's correct, the model doesn't double up on OGS and 
K-W. We set the model up to solve for a dollar profit level. These are profits earned on the K-W project. The level goes 
up, or down, depending on what we peg the OGS profits at because we treat the K-W profit AS the OGS profit. We do 
not consider a separate K-W profit and separate OGS profit. We consider a single profit and we peg it at the profit level 
for OGS in the model run. There is no separate K-W overlapping profit. 

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

From: Anshul Mathur 
Sent: Thursday, March 10, 2011 06:43 PM 
To: Michael Killeavy 
Cc: Deborah Langelaan 

1 



Subject: Double Dipping on K-W ... thoughts! 

Hi Michael, 
I have been thinking about whether our model allows for double-dipping of profits for TCE and I think you are right .. .it 
doesn't. 

If we just value the K-W at Cost of Capital (for ex. 5.25%), then the return Equity holders get is just to cover for the Cost 
of providing Equity and not an 'additional' return on Equity. However, if we don't agree with their 5.25% and assume 
that it is higher than what they state, then they are instead taking a loss on building K-W and then partially 
compensating by fudging up their Cap ex. 

The main question in my mind is- would we consider 'Cost of Equity' to be 'Return on Equity Investments'? 

We can discuss more tomorrow (or Monday if you are not in tomorrow). 

Anshul 

2 



Aleksandar Kojic 

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

Anshul Mathur 
March 17,201112:16 PM 
JoAnne Butler 
Michael Killeavy; Deborah Langelaan; Susan Kennedy 
NRRs using TCE Model 
NRR Cales Using TCE Model March 17 2011.pptx 

*** Privileged and Confidential- Prepared in Contemplation of Litigation*** 

Hi JoAnne, 
See attached the NRR values using TCE Model (the presentation I distributed this morning). As requested, I have 
attached a slide for Opex sensitivity (slide 3). 

If you have any questions, please Jet me know. 

Thanks, 
Anshul 

1 
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NRR Differentiators using TCE Model 
Privileged and Confidential- Prepared in Contemplation of litigation 
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Privileged and Confidential - Prepared in Contemplation of Litigation 

Main NRR Differentiators (TCE vs. OPA) 

Factor Input Values Range of fl. NRRs for each 'Factor' 
(keeping all other variables same) 

OGSValue 

Opex Costs 

Capex 

TCE- $375M 
OPA- $200M 

TCE- $29M 
OPA- $12M 

TCE- $540M 
OPA- $470M 

$4400 - $3345 

$3042 - $2684 

$1300-$964 

Schedule TCE- Start 2015 $1943 - $995 
Difference OPA- Start 2014 

Capacity TCE- 450MW $2898-$1736 
Factor OPA- 510MW 

Max possible difference between OPA & TCE NRR: $11606 
TCE Assumptions- 450MW, $375M, $29M, $540M, Start 2015 
OPAAssumptions- 510MW, $200M, $12M, $470M, Start 2014 1~ 

2 · ONTARIO 
POWER AUTHORITY • 



Privileged and Confidential - Prepared in Contemplation of Litigation 

Sensitivity on Opex 

NRR with Variable Opex 
(OGS- $375M, Capex- $540M 

& TCE's Schedule) 
$25,000 

$24,000 

$23,000 

$22,000 

$21,000 

$20,000 
$29M $24M $18M $12M 

•NRR 

NRR with Variable Opex 
(OGS- $375M, Capex- $470M 

& TCE's Schedule) 
. $24,000 

$23,000 

$22,000 

$21,000 

$20,000 

$19,000 
$29M $24M $18M $12M 

•NRR 

NRR with Variable Opex 
(OGS - $200M, Capex - $540M 

& TCE's Schedule) 
$21,000 

$20,000 

$19,000 

$18,000 

$17,000 

$16,000 
$29M $24M $18M $12M 

•NRR 

NRR with Variable Opex 
(OGS - $200M, Capex - $470M 

& TCE's Schedule) 
$20,000 

$19,000 

$18,000 

$17,000 

$16,000 

$15,000 
$29M $24M 

•NRR 

$18M $12M I' 
POWER AUTHORITY v 



Privileged and Confidential - Prepared in Contemplation of Litigation 

NRR Values - 450MW & $540M Capex 

4 



Privileged and Confidential - Prepared in Contemplation of Litigation 

NRR Values - 450MW & $470M Capex 
....,....,-~---~-··.,....,-~-----, ---- -· ---··--" 

5 
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Privileged and Confidential - Prepared in Contemplation of Litigation 

NRR Values - 51 OMW & $540M Capex 

6 



Privileged and Confidential - Prepared in Contemplation of Litigation 

NRR Values - 51 OMW & $470M Capex 
------------~~.....,.~·--- ----~·--·--··-.·----~ ----- - -· --- - ----- -- . 
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Aleksandar Kojic 

From: 
Sent: 
To: 
Cc: 

Subject: 
Attachments: 

Michael Killeavy 
March 18, 2011 3:10PM 
'Smith, Elliot'; 'Sebastiane, Rocco'; Susan Kennedy 
JoAnne Butler; Deborah Langelaan; 'Gene.Meehan@NERA.com'; Anshul Mathur; 'Safouh 
Soufi' 
TCE Matter- Analysis of TCE Purported Value Propositions ... 
TCE Value Proposition Analysis 18 Mar 2011.doc 

*** PRIVILEGED AND CONFIDENTIAL- PREPARED IN CONTEMPLATION OF LITIGATION **** 

Based on a meeting held yesterday, we have revised our position on one ofthe purported value propositions from TCE. 
The updated analysis table is attached, which reflects the revision. All changes are in MS-WORD track changes for ease 
of reference. 

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) 

1 



PRIVILEGED AND CONFIDENTIAL- PREPARED IN CONTEMPLATION OF LITIGATION 

ANALYSIS OF TCE PROPOSED SCHEDULE 8 TO THE IMPLEMENTATION AGREEMENT 

# Purported TCE Value Proposition Analysis Cost Recommendation 

1 " ... the Contract will provide that ifTCE is unable to This provision significantly This is difficult to value. It The OPA rejects the broad extent 

secure a permit or approval for the construction or reduces the development risk is presumably the present TCE Value Proposition. 

operation of the Potential Project or any level of for TCE since if it encounters value of the foregone 

government otherwise prevents the construction or any regulatory approval profits under the SWGTA 

operation of the Potential Project then TCE will be problem, it can exit the Contract, which may range 
The OPA is amenable to providing 

able to terminate the Contract and ... recover from contract and receive from $268M to $S03M plus 
TCE with the similar sort of 

the OPA its reasonable costs incurred with respect to reimbursement for its whatever costs TCE incurs 
municipal permitting risk 

the Facility and the Potential Project and TCE's development costs and in developing the peaking 
mitigation as York Energy Centre, 

anticipated financial value of the Original Contract financial value of the plant. This latter 
where a regulation was enacted 

[Defined as a Number for the fA]. In addition to TCE's contract. component depends on 
to exempt the development of 

relief from Farce Majeure, TCE would also recover when the permitting road 

from the OPA its reasonable costs as a result of This risk profile is block occurs in the project 
the facility from municipal 

delays arising from Force Majeure relating to inconsistent with the SWGTA development timeline. 
planning approvals under the 

permitting." (emphasis added) Contract and with all other Planning Act. 

OPA gas-fired generation 

contracts~ with the exception 

of the Portlands Energy 

Centre. 

Recovery afforce majeure-

related costs is inconsistent 

with the common law 

position on force majeure 

and other OPA contracts. 

---

42-18 March 2011 Page 1 of 5 



PRIVILEGED AND CONFIDENTIAL- PREPARED IN CONTEMPLATION OF LITIGATION 

ANALYSIS OF TCE PROPOSED SCHEDULE B TO THE IMPLEMENTATION AGREEMENT 

# Purported TCE Value Proposition Analysis Cost Recommendation 

2 '7he Contract will provide that sunk costs associated The OPA is likely liable for We have been told that The OPA can agree to reimburse 
the development of the Facility totaling (sic) [$37 these sunk costs if the matter these costs would be TCE for its sunk costs, provided 

million] will be paid immediately to TCE at time of were ever to be litigated. approximately $33M, and they can be substantiated. 

executing the Contract. These sunk costs [have/have [NTD: Counsel to comment would not exceed $35M. 

not] been reviewed by the OPA and further due on this! TCE now indicates that 

diligence and review [will/will not] be required. " these are $37M. We have 
The OPA is amenable to RaviRg 

(emphasis added) The mechanism for direct been given substantiating 
and immediate payment has information from TCE on 

the eests Feimb"FSea b•; 

to be considered. Can we do these sunk costs and we 
iAeeF~eFatiAg them iAte the Net 

this within the scope of the are reviewing this 
Re;•eA"e Req"iFemeAt ("NRR") 

draft directive? The draft information now. 
fer tAe K 'A' 13ealdRg J3I8AtRID!in.g 

directive is silent on this right for the substantiated OGS sunk 

now. costs as a lumg sum gay:ment and 
not incorgorating the amount 
into the NRR. 

3 " ... the Contract will provide a mechanism whereby the These costs are hard to TCE has estimated $100M OPA should agree to pay these 

OPA will directly pay for all costs associated with the quantify at this point in time. for these costs. [NTD: costs, but the OPA requires that 

electrical and natural gas interconnections in a If we include them in the check with PSP to see ltfhe TCE bear the risk of completion 

manner that will not subject TCE to carrying costs. NRR, TCE will add an addition K-W (leaking rz.laat and so it requires that the costs 
Fort he gas connection this will include all costs paid to risk premium, which will be working_ g_roufl has anl! be paid directly on a 

the local gas distribution company ("LDC') that is paid for by the ratepayer. better information ?l reimbursement basis to TCE. This 

associated with the connection to the Potential Project Even if we include the cost in is the mechanism for 
from the LDC including a contribution in aid to the NRR, if the estimate is reimbursement on all other OPA 
construction ("CIAC11

) and terminating at the overrun we will likely face a contracts. 
demarcation between the Potential Project and the claim anyway, so we'd pay 
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PRIVILEGED AND CONFIDENTIAL- PREPARED IN CONTEMPLATION OF LITIGATION 

ANALYSIS OF TCE PROPOSED SCHEDULE B TO THE IMPLEMENTATION AGREEMENT 

# Purported TCE Value Proposition Analysis Cost Recommendation 

LDC on the Potential Project site. For the electrical for the risk premium and the 

connection this will include all costs associated with overrun. 

the design engineering, construction and 
commissioning of the electrical facilities between the The cheapest option for the 

high voltage side of the Potential Project switchyard ratepayer is to pay for these 

and the point of connection to the Hydro One costs directly. 

transmission system including land and easements if The 11no carrying cost" 
applicable." (emphasis added) language suggests a direct 

payment by the OPA and not 

a pass-through cost. We 

need to confirm this with 

TCE. Can the OPA make such 

a direct cost? 

4 ''The Contract will provide that all gas delivery and This transfers all gas risk to We estimate that this is OPA should reject this 

management services costs will be excluded from the the OPA. OPA is not the best worth about $2,000/MW- proposition since it is not the 

NRR and that such costs will be paid for by the OPA in placed to manage this risk. month based on NYR plant operator and therefore not 

a manner consistent with the Portlands ACES and information. the best placed to manage this 

Halton Hills CES Contracts." risk. 

5 " ... The portion a! TCE's casts subject to escalation is It's unclear that SO% of the Our modelling indicates OPA should reject this 

approximately 50% as apposed to the current NRR is related to the OPEX. that this is worth about proposition since it is (a) 
maximum of 20%. Accordingly the Contract will be another $100 million in inconsistent with our other 
modified to reflect this higher proportion subject to This is quite a departure from terms of NPV over a 20- contracts and (b) doesn't seem to 

all other OPA contracts, reflect the proportion that OPEX 
-
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ANALYSIS OF TCE PROPOSED SCHEDULE B TO THE IMPLEMENTATION AGREEMENT 

# Purported TCE Value Proposition Analysis Cost Recommendation 

escalation by incorporating a NRRIF of 50% ... " which either do not permit vearterm. has in the NRR. 
indexing or cap it at 20% of 

the contract price or NRR. 

We see no justification for 

this this. 

6 " ... the Contract will be premised on a 30 year term or Extending the terms is a [NTD: Let's do some CPA can agree to a longer than 20 

premised on a 20 year term with a unilateral option means of spreading the costs modelling to determine year term, but we need to make 

for TCE to extend the term of the Contract, on the out over more years to what value the extra 10 certain that the return to TCE is 

same terms, conditions and prices, for an additiona/10 reduce the $/MW-month ~ears has on a $l.MW- consistent with what we've 
years." value of NRR. month basis over the agreed to is the (/financial value" 

standard 20-~ear term. of the CGS Contract. 
It is also a means for TCE to This Is relative/~ easJ! to r!..o 
earn more since there are (or a range ofNRRs from 
more contract years of sa~ $.1S,OOO{MW-manth 
contract revenue. and $.17,000/MW-monthl 

The CPA opening position is that 

we can accept a 25-year term to 

the K-W peaking contract. 

7 " ... the Contract will be modified to reflect average Plan output is inversely [NTD: Can SMS Energ~ We might be able to achieve the 

ambient temperatures during each season .... " related to ambient hele with this?l result TCE is interested in by 

temperature. The proposed modifying the default provisions 
changes in temperature associated with the capacity 

seem odd, though. This will check tests in the contract. 

result in a much higher 
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ANALYSIS OF TCE PROPOSED SCHEDULE B TO THE IMPLEMENTATION AGREEMENT 

# Purported TCE Value Proposition Analysis Cost Recommendation 

capacity for the plant. 

TCE might be concerned 

about meeting capacity 

check test requirements. 

8 " ... the Contract will be modified to ensure the plant is TCE is attempting to tie Unknown This may well be a matter of 

anfy deemed on when pawer prices provide for full physical operation of the walking TCE through Exhibit J for 

recovery of start charges within an hour ... # plant with the financial NYR and demonstrating how the 

contract means of imputing peaking facility will be imputed to · 

start up and earning market earn revenues. 

revenues. 

We believe that ExhibitJ in 

the NYR Contract mitigates 

the risk that TCE identifies. 
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Aleksandar Kojic 

From: JoAnne Butler 
Sent: March 24, 2011 9:45 AM 
To: 
Cc: 

Michael Killeavy; Deborah Langelaan; 'rsebastiano@osler.com'; 'esmith@osler.com' 
Anshul Mathur 

Subject: Re: Two meetings scheduled with TCE 

Agreed ... 

JCB 

From: Michael Killeavy 
Sent: Thursday, March 24, 2011 09:31AM 
To: Deborah Langelaan; 'Rocco Sebastiana (rsebastiano@osler.com)' <rsebastiano@osler.com>; 'Elliot Smith 
(esmith@osler.com)' <esmith@osler.com>; JoAnne Butler · 
Cc: Anshul Mathur 
Subject: RE: Two meetings scheduled with TCE 

OK but we ought to meet them here, not at their offices. 

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: Deborah Langelaan 
Sent: March 24, 2011 9:31 AM 
To: Michael Killeavy; Rocco Sebastiana (rsebastiano@osler.com); Elliot Smith (esmith@osler.com); JoAnne Butler 
Cc: Anshul Mathur 
Subject: Two meetings scheduled with TCE 

Yesterday you received two meeting notices from TCE and I thought it would be helpful to explain their purpose. Last 
week we decided to provide TCE with our counteroffer on Monday morning and meet with them that afternoon to walk 
through the offer. TCE may; however, feel they need a little more time to digest the contents of the offer before they're in 
a position to meet. Thus the two meeting times. 

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 
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Aleksandar Kojic 

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

Deborah Langelaan 
March 24, 2011 9:51 AM 
Michael Killeavy; 'Elliot Smith (esmith@osler.com)'; 'Safouh Soufi' 
'Rocco Sebastiana (rsebastiano@osler.com)'; Anshul Mathur; JoAnne Butler 
FW: TransCanada OPA Replacement Project Negotiations- MPS Canada, Inc. - L TSA 
Earthquake Event MPS Canada 2011 0311.pdf 

It is expected that MPS will provide the OPA with a copy of the L TSA on Monday and they have requested that the OPA 
designate the document as confidential under Section 25.13(3) of the Electricity Act. I have asked Susan to prepare the 
letter. You will see in John's comments below that they have requested we follow the same protocol as we did with their 
pricing proposal. I have been told that the decision to redact the L TSA is solely up to MPS and TCE expects they will 
redact portions but are hopeful that the pricing information will be provided intact. 

Also, MPS has provided TCE with a notice of force majeure resulting from the recent earthquake and tsunami. It's 
unclear what the effect of this will have on TCE since the manufacturing site of the turbines is at MPS's sole discretion. 

Deb 

Deborah Langelaan I Manager, Natural Gas Projects I OPA I 
Suite 1600-120 Adelaide St. W. I Toronto, ON MSH 1Tl I 
T: 416.969.60521 F: 416.967.19471 deborah.langelaan@powerauthority.on.ca 1 

From: John Mikkelsen [mailto:john mikkelsen@transcanada.coml 
Sent: March 23, 2011 3:17PM 
To: Deborah Langelaan 
Cc: Terry Bennett; Geoff Murray 
Subject: Transcanada OPA Replacement Project Negotiations - MPS Canada, Inc. - LTSA 

Dear Deborah, 

Further to my voicemail this afternoon, we have received a response from MPS Canada, Inc. regarding status of the 
L TSA. MPS believes they should be able to provide the document by Monday March 28, 2011. 
The document would be provided in accordance with our previously defined protocol through your counsel. MPS has 
also requested the Ontario Power Authority designate the materials to be provided as confidential pursuant to Section 
25.13(3) of the Electricity Act. 

The title on the LTSA is "Long Term Service Agreement No. 7011 between TransCanada Energy Ltd. And MPS Canada, 
Inc. Dated July 7, 2009." 

Would you please consider provision of this designation to allow the MPS materials to be provided as expeditiously as 
possible. Please let me know if this description is sufficient for the purpose of the designation. 

Also please find attached Notice of Force Majeure from MPS Canada, Inc. with respect to the recent earthquake and 
tsunami that struck Japan on March 11, 2011. We have no additional information regarding the potential impact on our 
equipment or activities of MPS at this point in time. 

Please do not hesitate to call me should you have any questions regarding the above request, the L TSA or the FM notice. 

Best Regards, 

John Mikkelsen, P.Eng. 
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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 



• Toror\lo, ON MSJ 

March 11, 2011 

RE: Catastrophic Earthquake in Japan, Force Majeure Event 

To Our Valued Clients: 

As many of you are aware, on the afternoon of March 11, 2011 in Japan an 8.9 magnitude earthquake 
struck the island nation north of the Tokyo area causing a catastrophic loss of life and property. This 
disaster, including the resultant tsunami, has resulted in a widespread shutdown of factories, power 
generation, processing facilities, and transportation systems. Mitsubishi facilities and personnel and 
those of our suppliers in Japan are among those affected. Our company's focus is now on assisting the 
employees and their families impacted by this tragedy. , We are also beginning the task of assessing the 
extent of damage to facilities and impacts to our operations, including the resultant effects on our 
deliverable goods and services to our clients. 

As a result of this natural disaster, MPS Canada is notifying our clients of a Force Majeure event in 
accordance with the terms and conditions of our Contract. At this early stage, the extent of impacts to 
our commitments cannot be determined, however when enough information has been collected, we 
will provide our clients with specific impacts and requests for relief. We will strive to recover from this 
disaster and resume our normal operations as quickly as possible with the safety of personnel 
considered foremost. We kindly ask for your patience and cooperation as we move forward from this 
tragedy. 

Sincerely, 

~~ 
Phil Prigge 
Project Manager 



Aleksandar Kojic 

From: 
Sent: 

Smith, Elliot [ESmith@osler.com] 
March 24,201111:40 AM 

To: 
Cc: 

Deborah Langelaan; Michael Killeavy; Susan Kennedy 
JoAnne Butler; Sebastiane, Rocco 

Subject: RE:OGSUC 

Deb, 
We certainly understand the OPA's desire to mitigate the costs associated with the termination of the OGS 
contract, but we do have some concerns with returning the LC. In particular, returning the LC would be a fact 
that could be admissible in potential litigation and may support TCE's allegation that the contract has been 
repudiated. Conversely, the fact that they have not requested the return of the LC could support the OPA's 
position that we are negotiating a mutual termination. 

At this time, we would suggest waiting until after we meet with TCE and gauge their reaction to our proposal, 
when we'll have a better idea of where things stand. If the process is moving forward productively then there 
may be an opportunity to mitigate the LC costs as well as some of the interest costs. 

Elliot 

D 
Elliot Smith 
Associate 

416.862.6435 DIRECT 
416.862.6666 FACSIMILE 
esmith@osler.com 

Oster, Hoskin & Harcourt LLP 
Box 50, 1 First Canadian Place 
E:Jario, Canada M5X 188 

From: Deborah Langelaan [mailto:Deborah.Langelaan@powerauthoritv.on.ca] 
sent: Wednesday, March 23, 2011 10:21 AM 
To: Smith, Elliot; Michael Killeavy; Susan Kennedy 
Cc: JoAnne Butler; Sebastiana, Rocco 
Subject: OGS l/C 

***Privileged & Confidential*** 

TCE has provided the OPA with an UC in the amount of $30 million for their Completion and Performance 
Security under the OGS Contract. TCE's cost to maintain the UC is approximately $25,000/month and they have 
rolled this monthly cost into their OGS Sunk Costs. Given the circumstances, is TCE still obligated to provide the 
OPA with this security? 

Deb 
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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@powerauthoritv.on.ca 1 

"*-**********'**_" ____ ,_, __ ._ ....... 

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

Le contenu du present courriel est privih§gil3, confidentiel et 
SOUmis 8 des droits d'auteur. II est interdit de l'utJliser OU 
de le divulguer sans autorisation. 

2 



Aleksandar Kojic 

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

Importance: 

Michael Killeavy 
March 25, 2011 9:15PM 
JoAnne Butler; Susan Kennedy 
Deborah Langelaan 
TCE Matter- Response to TCE Letter of 10 March 2011 to the OPA .... 
#20297127v6_LEGAL_1_- Draft Response to A. Pourbaix Letter with Project Proposal.doc; 
OPA Counter-Proposal NRR Model25 Mar 2011 COUNTER-PROPOSAL v4.xls; Draft 
Schedule C- Adjustment Methodology 20325513_1.DOC 

High 

*** PRIVILEGED AND CONFIDENTIAL - PREPARED IN CONTEMPLATION OF LITIGATION *** 

Attached is the proposed response back to TCE and the model used to calculate the NRR. The 
salient points are: 

1. We have responded to each of TCE's purported value propositions as we discussed and 
agreed. 

2. We spent a great deal of time reviewing the CAPEX and we believe that the CAPEX ought to 
be pegged at $375 million. We used the TCE CAPEX spend profile and just pro-rated it down 
from $540 million to $375 million. 

3. The resulting NRR is $12,887/MW-month. NERA has independently developed a model that is 
somewhat different from ours and has confirmed the figure. This is encouraging: two 
different models and the variation in calculated NRR is -$100/MW-month (<1%). We have done 
an "all equity" analysis with a cost of equity at 7.5%, which is at about the middle of the 
calculated costs of equity. We are ignoring the 5.25% that TCE purports is its unlevered 
cost of equity since it is far too low. NERA has confirmed that 7.5% is a reasonable cost of 
equity to use. If we used TCE's 5.25% the NRR would be $10,530/MW-month, keeping all other 
parameters the same. We used as many of TCE's other modelling parameters as we could. 

4. The financial value of the OGS is set at $50 million. NERA has some good arguments for 
using a value in this neighbourhood, so we used this to solve for the NRR. We recognize that 
we may need to raise this, but I think we can push back on claims for a higher value. NERA 
thinks it might go as high as $200 million and still be defensible, but that puts the NRR up 
around $15,984/MW-month, holding all other parameters the same. 

5. The alleged OGS Sunk Costs are included in the NRR. 

6. We still haven't seen the LTSA so we estimated our own figures for O&M. Deb has worked 
out some reasonable figures for GD&M, too. 

7. We have developed a framework for target costing the CAPEX and then adjusting the NRR 
(also attached). We thought that it was best to disclose this to TCE once we had gauged 
their reaction to the main proposal. Accordingly, it isn't part of the proposed response 
back, but can be given to TCE at the afternoon or Tuesday meeting if they are dismayed at the 
low NRR. We thought that if they did grudging accept the counter-proposal, why bother 
offering up target costing the CAPEX? In any event, it is developed and ready to go if we 
need it. We also developed a formula for converting the final target cost adjusted CAPEX 
into NRR to avoid getting into a "battle of the financial models" with TCE afterward. 

8. Although it isn't part of the letter, we thought that you might tell TCE when you call 
that we are prepared to give TCE the full residual value for K-W peaking plant, i.e., we will 
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not build in a "clawback" mechanism in the substantive contract with TCE to re-capture any 
residual value for the plant - it's theirs to keep. Their reaction to this may help us 
counter their arguments for a high OGS residual value to boost up the OGS $50 million 
financial value. I think there is value in holding this back for the time being and using our 
judgment on when it's best to propose target costing the CAPEX and adjusting the NRR. 

NERA won't be at the meeting with TCE as we want to preserve NERA's independence in the event 
we need to go to litigation and rely on Gene as an expert. Safouh will come in case there 
are questions about the technical specifications in Schedule A. I did the modelling, so I 
can answer the modelling questions. So we think we've got all the bases covered. 

I am very pleased with how everyone came together this week to develop and finalize this 
response back to TCE. 

I'll be monitoring my BlackBerry over the weekend if you should have any questions. 

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 
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DRAFT: MARCH 25, 2011 

PRIVILEGED, CONFIDENTIAL AND WITHOUT PREJUDICE 

Dear Mr. Pourbaix: 

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

We are writing to you in response to your Jetter to Colin Andersen, dated March 10, 2011. As 
stated in Colin's October 7, 2010 letter to you, we wish to work with you to identify projects and 
the extent to which such projects may compensate TCE for termination of the Contract while 
appropriately protecting the interests of ratepayers. We have reviewed the proposal contained in 
the draft implementation agreement and schedules TCE provided to us, and fmd that it does not 
meet this requirement. We would like to suggest an alternative proposal which we believe meets 
this requirement. 

The Government of Ontario's Long-Term Energy Plan has identified a need for a peaking natural 
gas-fired plant in the Kitchener-Waterloo-Cambridge area. We believe such a plant is a project 
that could compensate TCE for the termination of the Contract and at the same time protect the 
interests of ratepayers (the "Replacement Project"). We have set out in Schedule "A" to this 
Jetter a technical description of the requirements of the Replacement Project. 

We would propose to enter into a contract with TCE for TCE to construct, own, operate and 
maintain the Replacement Project as compensation for the termination of the Contract. The 
contract for the Replacement Project (the "Replacement Contract") would be based on the final 
form of contract (the "NYR Contract") included as part of the Northern Y ark Region Peaking 
Generation Request for Proposals, subject to the changes set out below and otherwise as 
necessitated by Schedule "A". The fmancial parameters of the Replacement Contract would be 
as set out in Schedule "B" to this Jetter. 

The following sets out the changes to the NYR Contract that would be applicable to the 
Replacement Contract: 

1. Permits and Approvals. With respect to the approvals required pursuant to the Planning 
Act to construct the Replacement Project, the OP A would work with TCE, the host 
municipality and the Province of Ontario to ensure that once all of the requirements for 
the Planning Act approvals have been satisfied, the approvals are issued in a timely 
marmer, or if they are not issued in a timely marmer, that so long as the Replacement 
Project has been approved under Part II or Part ILl of the Environmental Assessment Act 
or is the subject of(i) an order under section 3.1 or a declaration under section 3.2 of that 
Act, or (ii) an exempting regulation made under that Act, such Planning Act approvals do 
not impede the development of the Replacement Project. 

If this did not occur and the delay in the issuance of such Planning Act approvals caused 
TCE not to achieve Commercial Operation by the Milestone Date for Commercial 
Operation, such delay would be considered an event of Force Majeure, and TCE would 
be entitled to recover its reasonable, out-of-pocket costs resulting from such delay, by 
way of a corresponding increase in the Net Revenue Requirement (NRR). In addition, the 
OP A would not have the right to terminate the Replacement Contract for such event of 
Force Majeure, unless the event of Force Majeure resulted in a delay that was greater 
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