
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 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 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 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 
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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 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 5:32 PM . . . . . . 

Deborah L?ngelaan; JoAnne Butler; 'RSebastianq@osler.com'; 'safouh@smsenergy-To: 
engineering.com' . . · 
Susan Kennedy; 'ESmith@osler.com'; Anshul Mathur Cc: 

Subject: Re: (Revision.A)[REPLY about PRICE]Re: FW: MPS-TCE Equipment Supply Agreement and 
MPS Fast Start Proposal -Review of Technicallnrormation 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 $SM for delay/suspension. Does it now make sense to incur a liability for cost of $6M as 
opposed to $SM 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 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 MSH 1Tl I 
T: 416.969.6052 I F: 416.967.19471 deborah.langelaan@powerauthoritv.on.ca 1 
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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 aboutPRICE]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 

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 numher 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> 

2011/01/1011:18 

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 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 3:49PM 
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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 Fas.t 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 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 of4MW. 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 of7MW 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. 5C 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 (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 lTl 
416-969C6288 
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: 
Sent: 
To: 
cc: 
Subject: 

Deborah: 

. Safouh Soufi [safouh@smsenergy-engineering,com] 
January 28,2011 5:33PM . · .. . . .· . . . · . 
Deborah Langelaan; JoAnne Butler; Michael Killeavy; rsebastiano@osler.com 
Susan Kennedy; 'Smith, Elliot'; 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 ... · · 

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 $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, 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 aboyt 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 sti.ll 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 I 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 ... 
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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 

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@rnpshq.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: 

2 



(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 ofthe 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 
bfTechnicallnformation 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 
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 
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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 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 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 offaster 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 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, 
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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 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 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)[REPLY about PRICE]Re: FW: MPSCTCE 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 st<irt 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 PRJCE]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. 

1 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 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: 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. 

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, 20113:14 PM 
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, 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> 

2011/01/1011:18 

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 

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: 

(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 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 
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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 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 ofthe gas turbine is restricted by HRSG thermal stress considerations. 
The benefit offaster 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 S 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 S 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 
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 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. 
· Ifyou 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: Anshul Mathur 
Sent: Januar}' 28, 2011 5:56 PM 
To: Michael Killeavy; Deborah Langelaan 
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 ... 

From a perspective of a new person involved in this- what is the probability of us not reaching an agreement to use 
these turbines with a fast start? Considering that the new costs is $6MM while a delay cost, which would be sunk as of 
1'1 of Feb, would be $5MM. We can maybe in return if we agree to this ask for good faith negotiation and get some 
information that is required for us to make a judgement on their NRRINPV. 

From: Michael Killeavy 
Sent: January 28, 2011 5:32 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: FIN: 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 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: FIN: (Revision.A)[REPLY about PRICE]Re: FIN: 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 
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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@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 dis·cussion 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 

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'.eom; suel<i@mpshq.corri; wunderg@osc.mpshq.com; 
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KNamba@mpshq.coin 
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 tci 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, 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 ofthe 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" <PhiJ.Prigge@mpshq.com>, <KNamba@mpshq.com> 

cc "Papaloanou, 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 demonstrpte 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). 
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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 3:49PM 
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: 

(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 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 ifthe 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; 
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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; 

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 -lOO'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 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 6:00 PM 
To: Anshul Mathur; Deborah Langelaan 
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 don't really know what the likelihood of agreement on a profit number will be. I suspect there will be no agreement 
and that it will be punted to us to resolve as a point of negotiation. I'm not sure litigation would commence 
immediately, but rather TCE will see if it's argument for its number has any traction first. There are lots of moving parts 
on this one. 

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 

From: Anshul Mathur 
Sent: Friday, January 28, 2011 05:55 PM 
To: Michael Killeavy; Deborah Langelaan 
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 ... 

From a perspective of a new person involved in this- what is the probability of us not reaching an agreement to use 
these turbines with a fast start? Considering that the new costs is $6MM while a delay cost, which would be sunk as of 
1st of Feb, would be $5MM. We can maybe in return if we agree to this ask for good faith negotiation and get some 
information that is required for us to make a judgement on their NRRINPV. 

From: Michael Killeavy 
Sent: January 28, 2011 5:32 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 ... 

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 disp.ute 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 
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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 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 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 "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, 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, 
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John Mikkelsen, P.Eng. 

Director, Eastern Canada, Power Development 

TransCanada 

Royal Ba.nk Plaza 
200 Bay Street 
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; 
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, 201 O) 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$ 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 MS01GAC to MSOlGAC Fast Start gas turbine; 
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[REPLY] US$ 6 Million 

Best regards, 

Namba (MPS) 

Terri Steeves <terri_steeves@transcanada.com> 

2011/01/1011:18 

Phil/ Namba-san, 

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-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 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; 
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(c) additional scope including but not limited to the cost ofthe increased exhaust and cooling system scope (delineated by major 
works); and 

(d) conversion of the M501GAC to M501GA5 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 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 informati_on 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 offaster 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 S 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; 

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 -l00°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) 
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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 information that is 
privileged, confidential and/or exempt from disclosure under applicable law. If you are not the intended recipient(s), any dissemination1 

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: 

Michael Killeavy 
January 28, 2011 6:01 PM 
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 memorandum of understanding binds both parties to good faith negotiation already. 

Nice try though! :-) 

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

From: Anshul Mathur 
Sent: Friday, January 28, 2011 05:55 PM 
To: Michael Killeavy; Deborah Langelaan 
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 ... 

From a perspective of a new person involved in this- what is the probability of us not reaching an agreement to use 
these turbines with a fast start? Considering that the new costs is $6MM while a delay cost, which would be sunk as of 
151 of Feb, would be $5MM. We can maybe in return if we agree to this ask for good faith negotiation and get some 
information that is required for us to make a judgement on their NRR/NPV. 

From: Michael Killeavy 
Sent: January 28, 2011 S:32 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 ... 

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 $SM 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 
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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 "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 1Tl I 
T: 416.969.6052 I F: 416.967.19471 deborah.langelaan@powerauthority.on.ca 1 

From: John Mikkelsen [mailto:john_mikkelsen@transcanada.com] 
Sent: January 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, 
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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: 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 PRJCE]Re: PN: 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 M501GAC to M501GAC Fast Start gas turbine; 
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[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; 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; 
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(c) additional scope including but not limited to the cost of the increased exhaust and cooling system scope (delineated by major 
works); and . 

(d) con·version of the M501GAC 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 ofline 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 offaster 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 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) 
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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 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. 

6 



Aleksandar Kojic 

From: Anshul Mathur 
Sent: 
To: 
Subject: 

January 28, 2011 6:05PM 
Michael Kilh~avy 
RE:: (Revfsion.A)[REPLY about PRICE]Re: FW: MPS-TCE Equipment Supply Agreement and 
MPS Fast Start Proposal- Review of Technical Information Provided By MPS ... 

There are a lot more moving parts in this- I better read up on this over the weekend. 

On the NPV for OGS- the main reason for the discrepancy ($500MM vs. -$260MM) is due to the fact that they claim a 
30-year plant operation while we have a contract only for 20-year. Is this correct? 

From: Michael Killeavy 
Sent: January 28, 2011 6:00 PM 
To: Anshul Mathur; Deborah Langelaan 
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 don't really know what the likelihood of agreement on a profit number will be. I suspect there will be no agreement 
and that it will be punted to us to resolve as a point of negotiation. I'm not sure litigation would commence 
immediately, but rather TCE will see if it's argument for its number has any traction first. There are lots of moving parts 

on this one. 

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

From: Anshul Mathur 
Sent: Friday, January 28, 2011 05:55 PM 
To: Michael Killeavy; Deborah Langelaan 
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 ... 

From a perspective of a new person involved in this- what is the probability of us not reaching an agreement to use 
these turbines with a fast start? Considering that the new costs is $6MM while a delay cost, which would be sunk as of 
151 of Feb, would be $5MM~ We can maybe in return if we agree to this ask for good faith negotiation and get some 
information that is required for us to make a judgement on their NRRINPV. 

From: Michael Killeavy 
Sent: January 28, 2011 5:32 PM 
To: Deborah Langelaan; JoAnne Butler; 'RSebastiano@osler.com'; 'safouh@smsenergy-engineering.com' 

1 



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 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 $SM for delay/suspension. Does it now make sense to incur a liability for cost of $6M as 
opposed to $SM 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 ofthe fast start would facilitate or hinder re-sale ofthe 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 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 M PS. 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 I F: 416.967.19471 deborah.langelaan@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 ... 
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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 pleas~ 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 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 28,20113:14 PM 
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 ("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 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> 

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 3:49PM 
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 M PS ... 
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 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 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 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 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; 

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 cuive 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: 
1. To 100% speed no load, 
2. To 60% load and; 
3. From 60 to 100% load 

Thank you, 
Michael 
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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 inlmediately 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: 

Michael Killeavy 
January 28, 2011 6:40 PM 
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 ... 

Yes. TCE damages are based on (a) restitution for costs expended on OGS prior to the decision to seek a mutually 
agreeable termination {"OGS sunk costs")and (b) potential profits foregone during the term of the Contract {"financial 
value ofthe contract"). 

Feel free to email me with questions over the weekend if you wish. 

Michael 

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

From: Anshul Mathur 
Sent: Friday, January 28, 2011 06:05 PM . 
To: Michael Killeavy 
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 ... 

There are a lot more moving parts in this - I better read up on this ov.er the weekend. 

On the NPV for OGS- the main reason for the discrepancy ($500MM vs. -$260MM) is due to the fact that they claim a 
30-year plant operation while we have a contract only for 20-year. Is this correct? 

From: Michael Killeavy 
Sent: January 28, 2011 6:00 PM 
To: Anshul Mathur; Deborah Langelaan 
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 don't really know what the likelihood of agreement on a profit number will be. I suspect there will be no agreement 
and that it will be punted to us to resolve as a point of negotiation. I'm not sure litigation would commence 
immediately, but rather TCE will see if it's argument for its number has any traction first. There are lots of moving parts 
on this one. 
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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, MSH 1T1 
416-969-6288 (office) 
416-969-6071 (fax) 
416-520-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 

From: Anshul Mathur 
Sent: Friday, January 28, 2011 05:55 PM 
To: Michael Killeavy; Deborah Langelaan 
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 ... 

From a perspective of a new person involved in this- what is the probability of us not reaching an agreement to use 
these turbines with a fast start? Considering that the new costs is $6MM while a delay cosL which would be sunk as of 
1'1 of Feb, would be $5MM. We can maybe in return if we agree to this ask for good faith negotiation and get some 
information that is required for us to make a judgement on their NRR/NPV. 

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)[REPLY 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 $SM for delay/suspension. Does it now make sense to incur a liability for cost of $6M as 
opposed to $SM 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 
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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 MP.S 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: 416.969.60S2 IF: 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 ?teeves; 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 
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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 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 

To "Prigge, Phil" <Phii.Prigge@mpshq.com>, <KNamba@mpshq.com> 
cc "Papaioanou, George" <George.Papaioanou@mpshq.com>, Bill Small 

<wi11iam_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 ... 
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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. 1 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 [rna ilto: M ichaei.Killeavy@powerauthority .on .ca] 
Sent: Friday; January 07, 2011 3:49PM 
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: 

(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 of4MW. MPS to confirm if the MS01GAC package comes with SFC 
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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 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 1Tl 
416-969-6288 
416-520-9788 (CELL) 
416-967-1947 (FAX) 

This e-m2!il 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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This electronic message and any attached docmnents 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 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 Larigelaan 
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 tnue. 

TCE and MPS increased the SFC rating from 4MW to ?MW. It is simply that increase in SFC capability that MPS/TCE 
call the "fast start conversion" package. The $3Millions (now $?Millions) for "fast start conversion" is the incremental cost 
of adding SFC cabinets to go ?MW. 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. 
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Director, Contract Management 
Ontario Power Authority 

120 Adelaide St. West, Suite 160D 
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 04:36 PM 
To: Michael Killeavy; JoAnne Butler; 'RSebastiano@osler.com' <RSebastiano@osler.com>; 'safouh@smsenergy
engineering.com' <safouh@smsenergy-engineering.com> 
Cc: Susan Kennedy; 'ESmith@cisler.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 1Tll 
T: 416.969.6052 I F: 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 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 forthe 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, 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 
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 3:14 PM 
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 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 ... 
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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 gqing simple cycle with 
the original GAG machine). 

If you have any questions, please Jet 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: 

(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 I that the main equipment includes a 
Static Frequency Converter ("SFC") for starting device. SFC is an opiion 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 of7MW 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 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 machin·e described in Appendix 1,. 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: 
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 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. 
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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: 
Sent: 
To: 
Cc: 
Subject: 

Safouh Soufi [safouh@smsenergy-engineering.com] 
January 28, 2011 8:08 PM 
'Sebastiana, Rocco:; Deborah Langelaan; Michael Killeavy 
Susan Kennedy; 'Smith, Elliot' · 
RE: MPS Negotiations- Next Steps 

I generally agree with what Rocco says and have couple of points that I wish to point out. 

When the OPA agreed to 125% on the $33 Million estimate, it did so with the understanding 
that: 

1. the proposed cost is the estimated cost of equipment associated with Fast Start Conversion
and the addition of Stacks and Cooling; and 2. MPI couldn't obtain definite cost estimate 
from its suppliers and vendors prior to a certain date in February. 

MPS December proposal of $33M was essentially an offer for the above mentioned equipment and 
a notice of change in schedule. At the time, TCE didn't make mention of the fact that the 
$33 Million include other cost provisions such as suspension and the OPA couldn't have known 
that on its own. 

In the New Year the OPA continued to ask for the breakdown of the $33M. As we all know it is 
little over couple of weeks ago (this January) that the OPA found out thru TCE that $15M is 
for other costs and not for equipment. 
This point is worth keeping in mind. 

The second point which Rocco correctly pointed out is that the $15 Millions include 
accumulative effect of suspension, schedule delay charges and escalation. All of which do 
not depend on input from vendors or suppliers and in any event are calculated for a given 
schedule date. The components that one may reasonably argue that their cost depends on input 
from third parties are handling and storage. We have reason to believe that this cost may no 
longer apply in view of the fact that it is only applicable if the Purchaser (meaning TCE) 
directs MPS to store the units after the schedule shipping dates. TCE has extended the 
schedule date such that this is not likely to happen not so that TCE saves on storage costs 
but most importantly not to compromise MPS warranty period. 

Thanks, 
·safouh 

-----Original Message-----
From: Sebastiana, Rocco [mailto:RSebastiano@osler.com] 
Sent: January 28, 2011 1:21 PM 
To: 'Deborah Langelaan'; 'Michael Killeavy' 
Cc: 'Susan Kennedy'; Smith, Elliot; Safouh Soufi 
Subject: RE: MPS Negotiations - Next Steps 

Safouh raises a good point, but to date the discussions around the cap of 125% of the amount 
quoted in the budget has been in the context of the overall $33 million and not broken down 
into the three category of costs (i.e., suspension/delay, FS conversion and SC scope). Put 
another way, is MPS in agreement that the $15 million in delay and suspension costs is a 
definitive number based on the December Budgetary Proposal? In this regard, I took a look at 
that "looooong thread" of emails that Deb sent along this morning about the details for the 
$15 million in delay and suspension costs. 
MPS said: 
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"The bucket for suspension and delivery delay includes not only storage, handling and 
inspection of components but also escalation of manufacturing costs due to deferred 
manufacturing schedule based on new shipping schedule. 
Since we did not investigate the cost impacts from delivery schedule change and suspension 
separately, it is difficult for us to split them into "suspension and delay delivery. In 
addition to above, this bucket also includes payment interests caused by deferred payment 
schedule shown in the budgetary commercial proposal submitted on December 16, 2010." 

TCE's email also referred to the 18 months delay in delivery. So, this means that the $15 
million is not simply for three months of suspension (Nov 1 to Jan 31) (or $5 million per 
month as we were kicking around yesterday afternoon), rather it is for a cumulative impact of 
suspension and delaying the delivery of the turbines by 18 months over the original delivery 
schedule (which then includes, price escalation for materials and components, interest on 
delayed milestone payments at completion, storage and handling costs ... ). Therefore, I would 
suggest that adding another month of suspension may or may not push out the delivery schedule 
by another month (i.e., to 19 months) and even if it did, it should not add another $5 
million to the delay/suspension bucket as was being kicked around yesterday afternoon, but it 
will add some dollar amount. 

Also, given the inputs to the delay/suspension cost estimate, I suspect that MPS would 
probably argue that they need to firm up some of the inputs such as price escalation and so, 
will not likely agree that the 125% only apply to the $3 million FS bucket of costs. 

One final point is that we need to respond to TCE's statement in John's email below that "the 
OPA agrees that it is prudent for TransCanada to .•• " 
and "OPA's acceptance of our request to proceed to negotiate with MPS on the above basis". 
As we put it to TCE yesterday, the OPA has no objections to TCE lifting the suspension of the 
basis that we dis.cussed. 

Regards, Rocco 

-----Original Message-----
From: Safouh Soufi [mailto:safouh@smsenergy-engineering.com] 
Sent: Friday, January 28, 2011 11:25 AM 
To: 'Deborah Langelaan'; 'Michael Killeavy'; Sebastiana, Rocco 
Cc: 'Susan Kennedy'; Smith, Elliot 
Subject: RE: MPS Negotiations - Next Steps 
Importance: High 

Deborah: 

The $15 Millions for delays and suspension is a calculated figure and should not have any 
uncertainties (i.e. not subject to +/-25%) as long as the schedule is not modified. 

The $3 Millions for faster start is an order of magnitude estimate and is subject to the +/-
25% accuracy. 

Having said that, the OPA maximum exposure to the $18M (in net terms) is $750,000. It is not 
$4.5 Millions that may be allowed by the way TCE email below is worded. 

Thanks, 
Safouh 

-----Original Message-----
From: Deborah Langelaan [mailto:Deborah.Langelaan@powerauthority.on.ca] 
Sent: January 28, 2011 10:04 AM 
To: Michael Killeavy; Mr. Rocco Sebastiana; safouh@smsenergy-engineering.com 
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Cc: Susan Kennedy; Smith, Elliot 
Subject: FW: MPS Negotiations - Next Steps 
Importance: High 

Gentlemen; 

Please see TCE's proposed path forward with respect to lifting the suspension with MPS. 
Let's discuss. 

Deb 

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

-----Original Message-----
From: John Mikkelsen [mailto:john_mikkelsen@transcanada.com] 
Sent: January 28, 2011 9:42 AM 
To: Deborah langelaan 
Cc: Terri Steeves; John Cashin; Geoff Murray 
Subject: MPS Negotiations - Next Steps 

Dear Deborah, 

Further to our discussions yesterday afternoon the OPA agrees that it is prudent for 
TransCanada to request that MPS consider a release from suspension for the scope of the 
Budgetary Proposal defined by buckets 
(a) and (d) of the MPS price breakdown provided by MPS in their e-mail of January 21, 2011 
including the costs for suspension and delay and the conversion to fast start but are not to 
proceed with the additional scope (cooling system and stacks) defined by item (c) until the 
implementation agreement between TransCanada and the OPA has been executed. TransCanada will 
seek that the pricing and not to exceed of 125% and cancellation obligations would be 
applicable to the components as delineated. 

Please confirm the OPA's acceptance of our request to proceed to negotiate with MPS on the 
above basis. 

Best Regards, 

John Mikkelsen 

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, 
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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: 
Sent: 
To: 
Cc: 
Subject: 

Safouh Soufi [safouh@smsenergy-engineering.com] 
Jahuary28, 20118:18 PM 
Deborah Larigelaan; JoAnne Butler; Michael Killeavy; rsebastiano@osler.com 
Susan Kennedy; 'Smith, Elliot'; Arishul Mathur · · , . 
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 ... 

Supplementary to email message below: 

Below I made reference to "$7 Millions" which is not correct. The correct figure is "$6 Millions". 

Safouh 

From: Safouh Soufi 
Sent: January 28, 2011 5:33 PM 
To: Deborah Langelaan; JoAnne Butler; Michael Killeavy; rsebastiano@osler.com 
Cc: Susan Kennedy; Smith, Elliot; 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 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 $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 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 
1 



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@oowerauthority.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 
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, 
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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$ 1S Million 

{c) additional scope including but not limited to the cost ofthe 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> 

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@comcaslnet>, 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 
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From: Michael Killeavy [mailto:Michaei.Killeavy@powerauthority.on.ca] 
Sent: Friday, January 07, 2011 3:49PM 
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: 

(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 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 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 offaster 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 
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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 
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 innnediately 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 innnediately and delete the original 
message. Thank you. 
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Aleksandar Kojic 

From: JoAnne Butler 
Sent: January 29, 2011 7:55AM 
To: 
Cc: 

Michael Killeavy; 'safouh@smsenergy-engineering.com'; Deborah Langelaan 
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 ... 

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: 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 $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 t.he $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: FVV: (Revision.A)[REPLY about PRICE]Re: FVV: 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 Projects I OPA I 
Suite 1600-120 Adelaide St. W. I Toronto, ON MSH 1Tl I 
T: 416.969.6052 I F: 416.967.19471 deborah.langelaan@powerauthoritv.on.ca 1 

From: John Mikkelsen [mailto:john_mikkelsen@transcanada.com] 
Sent: January 28, 2011 4:17PM 
To: Deborah Langelaan 
Cc: Geoff Murray; Terri Steeves; Terry Bennett; John cashin 
Subject: FVV: (Revision.A)[REPLY about PRICE]Re: FVV: 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? 
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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.comi John Mikkelseni jpm-tec@comcast.neti KNamba@mpshq.comi Mark Brachei 
Phii.Prigge@mpshq.comi Bill Smalli newsomb@osc.mpshq.comi sueki@mpshq.comi wunderg@osc.mpshq.comi 
KNamba@mpsllq.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, 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 
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[REPLY] US$ 12 Million 

(d) conversion of the M501GACto 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 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 3:49PM 
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: 
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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 of the M501GAC to M501GAS Fast Sta~t gas turbine; · 

2. Fast Start- The Equipment Supply Agreement ("ESA") of July 2009 shows in Appendix I thatthe 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 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 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 
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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 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 
January 29,2011 8:19AM Sent: 

·To: 
Cc: 

JoAnne Butler; '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 ... 

I think so. As Safouh says, the units are just being enhanced to start faster, as fast start capability is there already. 1 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, M5H lTl 
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 
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 ... 

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: 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 
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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) 
416-520-9788 (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 sccpe. 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 
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 
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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, 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 
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 3:14 PM 
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; 
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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> 

2011/01/10 11:18 

Phil/ Namba-san, 

To "Prigge, Phil" <Phii.Prigge@mpshq.com>, <KNamba@mpshq.com> 
cc "Papaioanou, George" <George.Papaioanou@mpshq.com>, Bill Small 

<witliam_small@transcanada.cam>, 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 GAC machine). 
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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 3:49PM 
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: 

(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 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 of4MW. 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; 
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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; 

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 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 cop)iing 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 nan1ed 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: 

Safouh.Soufi [safouh@smsenergy-engineering.com] 
Jahuary29, 2011 1:58 PM 

To: 
Cc: 

Michael Killeavy; JoAnne Butler; Deborah Langelaan 
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 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 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: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 ... 

1 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: 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 05:54 PM 
To: 'safouh@smsenergy-engineerlng.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 M·Ps Fast Start 
Proposal - Review of Technical Information Provided By MPS ... 

1 think Saf6uh 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'f much bargaining ieverage 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 TCEIMPS 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 rele.ase MPS from coniract 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 next48 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 cha.nge 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@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 
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 
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, 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, 
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Namba (MPS) 

Terri Steeve:s <terri_sieeves@transcimada.~om> 

2011/01/1011:18. 

Phil/ Namba-san, 

To "Pri~ge,-Phil:' <Phii.PrigQe@nipsh(J.com>; <kN_a~ba@mpshq.cOni>· 
cc "PapaioimoU, GeOi-99" <George.Pap'~iiOanou@mPshq.com>,-Biii·Small . . 

<'.Villiaril_s_rTiall@tr:"@_!i§,caoa,~_a_.corn>, M~rk !3rac!le_,~~a.r:k_braq,~@.trans~na.da,com>, 
<jpm-tec@comcast.net::-, John Mikkels_en <john mikkelsen@transcanada.com>, Bill 
Sm81!' <WilliSffi_Smi:ill@iransca~:ada.cam·> - - . '_ . . . . 

Subject FW: MPS-TCE-E(jllipmeilt sUppl}rAgreement 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 3:49PM 
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: 

(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 

5 



(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 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 of7MW 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 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 
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, 
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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) 1 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: . 
Cc: .. 
Subject:· 
Attachments: 

Safouh Soufi [safouh@smsenergy-engineering.com] 
January 29, 2011 11:28 PM 
Michael Killeavy 
Debor?Jh Largelaan 
TCE Letter. . • ... 
Oakville Unlevered Economics July 8, 2009.pdf 

Speaking of OGS profit and in particular the figure that TCE was kicking around at this week's meeting. 1 decided to dig 
into TCE-Supplied information to the OPA in the last little while. 

The attached letter offers good evidence in support of the fact that the parties are to determine the financial value of the 
contract. The attached makes no express reference to the assertion made by TCE that such value has been agreed to 
by others. 

Thanks, 
Safouh 

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: 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, MSH 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> 
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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 iMW 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. 

1 heard; but have not seen it in writing; that MPS cannot guarantee startup time with a 4MW SFG 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, 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 Projects I OPA I 
Suite 1600 -120 Adelaide St. W. I Toronto, ON MSH 1T1 I 
T: 416.969.6052 IF: 416.967.19471 deborah.langelaan@powerauthoritv.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. 
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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 

From: KNamba@mpshq.com [mailto:KNamba@mpshq.com] 
Sent: Friday, January 28, 2011 3:14 PM 
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 
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works); and 

[REPLY] US$ 12 Million 

(d) conversion ofthe 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 I 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 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 
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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 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 of4MW. 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 increas·e 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 of7MW 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 offaster 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 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 -lOO"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 
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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 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 
co=unication from TransCanada may contain information that is privileged, confidential or otherwise 
protected from disclosure and it must not be disclosed, copied, forwarded or distributed without authorization. 
If you have received this message in error, please notify the sender i=ediately and delete the original 
message. Thank you. 

This electronic message and any attached documents are intended only for the named addressee(s). This 
co=unication from TransCanada may contain information that is privileged, confidential or otherwise 
protected from disclosure and it must not be disclosed, copied, forwarded or distributed without authorization. 
If you have received this message in error, please notify the sender i=ediately and delete the original 
message. Thank you. 
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Thursday, December 16, 2010 

Ontario Power Authority 
120 Adelaide Street West, Suite 1600 
Toronto, Ontario 
MSHlTl 

Attention: Michael Killeavy, Director, Contract Management 

k'K TransCanada 
'-~ · Ii:> business to.deiivr!i 

TransCariada Energy ltd. 
Royal Bank Plaza 
200 Bay Street, South Tower 
Suite 2400, P.O. Box43 
Toronto, ON MSJ 2J1 

tel416-869-2102 
fax 416-869·2056 
email john_mikkelsen@transcanada.com 
web www.transcanada.com 

Re: TransCanada Base Oakville Generation Station Unlevered Economics 

Dear Michael, 

In accordance with our discussions concerning a methodology for the determination of the anticipated 
financial value of the Contract as such term is used in the letter of October 7, 2010 from Colin Andersen to 
TransCanada, please find attached a Microsoft Excel spreadsheet named "Base Oakville Generation 
Station Un!evered Economics_OPA.xls". This spreadsheet and the information that it contains are highly 
confidential and are provided to you on the basis that the OPA has designated them and any resulting 
work product pursuant to Section 25.13(3) of the Electricity Act, 1998 as confidential or highly 
confidential for the purposes of Section 17 of the Freedom ofinformation and Protection of Privacy Act. 

This spreadsheet 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 TransCanada Board of Directors on 
June 17, 2009 to support Board approval of TransCanada's bid submission to the Ontario Power 
Authority's Southwest GTA RFP. The net present value calculation shown at the bottom of the 
spreadsheet uses a discount rate of 5.25% consistent with TransCanada's cost of capital. 

As we have discussed, the provision of this spreadsheet is for the express purposes of determining the 
anticipated financial value of the Contract. The spreadsheet and infonriation contained is not to be used 
for the purposes of evaluating future projects nor is it ·a representation of TransCanada economics on 
other past or future project developments. 

TransCanada looks forward to continuing discussions with the Ontario Power . Authority to find 
alternative mutually beneficial projects which can compensate us. for the termination of the Oakville 
Generating Station project while providing value for the ratepayers of Ontario. 

John Mikkelsen 
Director, Eastern Canada, Power Development 
Trans Canada 
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Aleksandar Kojic 

From: 
Sent: 
To: 

Michael Killeavy 
January 30, 2011 10:05 AM 
JoAnne Butler 

Subject: FW: (Revision.A)[REPL Y about PRICE]Re: FW: MPS-TCE Equipment Supply Agreement and 
MPS" FastStart Proposal- Review ofTechnicallnformation 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 1T1 
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 
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, 
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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 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: Saturday, January 29, 2011 07:54 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 

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: FW: MPS-TCE Equipment Supply Agreement and 
MPS Fast Start Proposal- Review of Technical Information Provided By MPS ... 
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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 Melco (a Mitsubishi company) to 
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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 1699 - 129 Adelaide St. W. I 
Toronto, ON MSH 1T1 I 
T: 416.969.6952 I F: 416.967.19471 deborah.langelaan@powerauthority.on.ca 
<blocked::mailto:ldeborah.langelaan@powerauthority.on.ca> I 

From: John Mikkelsen [mailto:john_mikkelsen@transcanada.com] 
Sent: January 28, 2911 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, 
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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 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 3:14 PM 
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, 
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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
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 ... 
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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, 

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 
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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 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 
original start-up curve whereas the latest curve assumes 1 minute. 
confirm this; 

synchronize is used in the 
We would like MPS to 

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 
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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 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: 
Sent: 
To: 

JoAnne Butler 
January 30, 2011 2:15 PM 
Michael Killeavy 

Subject: Re: (Revision.A)[REPL Y about PRICE]Re: FW: MPS-TCE Equipment Supply Agreement and 
MPS Fa.st Start Proposal- Review ofTechnicallnformation 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:e4 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, MSH lTl 
416-969-6288 (office) 
416-969-6071 (fax) 
416-52e-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, 2811 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 
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: 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, 2e11 e5:54 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 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 3e-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 
12e Adelaide St. West, Suite 16ee 
Toronto, Ontario, M5H 1T1 
416-969-6288 (office) 
416-969-6e71 (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: 
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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, 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. 

Director, Eastern Canada, Power Development 

TransCanada 

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

Tel: 416.869.2102 

Fax:416.869.2056 

Cell:416.559.1664 

From: KNamba@mpshq.com [mailto:KNamba@mpshq.com] 
Sent: Friday, January 28, 2011 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, 2818) 
and will reply with our comment (if any) by the end of today or Monday (Jan 31, 2818) 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 2818 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, 2818 to 31 December 2818 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 M581GAC to M581GAC Fast Start gas turbine; 

[REPLY] US$ 6 Million 

Best regards, 

Namba (MPS) 

Terri Steeves <terri steeves@transcanada.com> 

2811/81/18 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 diff.erent i terns. 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 
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 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 startcup 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 (M5elGAC) normal and maximum 
ramp up rates together with the baseload curve for a temperature range from 16 - 1eeoF? 
More specifically, we'd like ramp rates for the-following cases: 
1. To lee% speed no load, 

. 2. To 5e% load and; 
3. From 5e to lee% load 

Thank you, 
Michael 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
12e Adelaide Street West, Suite 15ee 
Toronto, Ontario 
M5H lTl 
416-969-6288 
416-52e-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: 
Sent: 
To: 

Michael Killeavy 
January 30, 2011 2:21 PM 
Deborah Langelaan 

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 ... 

FYI .•• We'd better touch base early Monday morning. 

Michael Killeavy, LL.B., MBA, P.Eng. 
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 

Original Message ----
From: JoAnne Butler 
Sent: Sunday, January 30, 2011 02:15 PM 
To: Michael Killeavy 
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 

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 1T1 
416-969-6288 (office) 
416-969-6071 (fax) 
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416-52e-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 

-----Original Message-----
From: 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 
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, 2e11 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. 
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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 

From: JoAnne Butler 
Sent: Saturday, January 29, 2011 07:54 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: MP5-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 
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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 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, 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 
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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 $i2 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. 1 
Toronto, ON MSH 1T1 I 
T: 416.969.6052 I F: 416.967.19471 deborah.langelaan@powerauthority.on.ca 
<blocked::mailto:ldeborah.langelaan@powerauthority.on.ca> I 

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, 
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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 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 3:14 PM 
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 

6 



(d) conversion of the M5e1GAC to M5e1GAC Fast Start gas turbine; 

[REPLY] US$ 6 Million 

Best regards, 

Namba (MPS) 

Terri Steeves <terri_steeves@transcanada.com> 

2e111e1;1e 11:1s 

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
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 
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From: Michael Killeavy [mailto:Michael.Killeavy@powerauthority.on.ca] 
Sent: Friday, January 87, 2811 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 2818 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, 2818 to 31 December 2818; 

(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 M581GAC to M581GAS Fast Start gas turbine; 

2. Fast Start - The Equipment Supply Agreement ("ESA") of July 2889 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 2818 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 M581GAC 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 38-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 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 (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 
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 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, 
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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. 

10 



Aleksandar Kojic 

From: 
Sent: 
To: 

Michael Killeavy 
January 30, 2011 3:09 PM 
Deborah Langelaan 

Attachments: OGS- Fast Start Split Scope 30 Jan 2011.ppt 

Importance: High 

Deb, 

Further to JoAnne's email, I've tried to lay out the options and way forward on the fast 
start option given the recent news from MPS. 

Michael 

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 
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MSOlGAC Fast Start 

Gas Turbine Conversion 

Split Scope of Work 

.. ·~·· 

ON. TJM.::RI·'·e.';;;\··· ·· .·•····.· · POWERAUTHORlTY . . . 
~ 

January3.0',2011•· 

Privileged and Confidential - Prepared in Contemplation of Litigation 



Background 

• At the meeting on 27 January 2011 TCE offered to 
approach MPS to proceed with only the fast start 

. 
convers1on. 

• The cost of the fast start conversion was $3M. 

• MPS has indicated that its delay and .disruption costs 
were $15 M for the suspension of work since October 
2010 up until December 2010, or roughly $5M per 
month. 

2 ONTAJRIOfJ 
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Split Scope Decision 

• On 27 January 2011 the OPA indicated that it did not 
object with TCE approaching MPS for a split scope of 
work. 

• In doing so, the OPA would commit to $3M additional 
costs for the turbine conversion and avoid approximately 
$5M in further suspension costs. 

• On 28 January 2011 TCE indicated that TCE has 
misallocated costs for the turbine conversion and that 
the new cost was $6M not $3M. 
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Decision 

• What is the OPA response to the latest information from 
TCE on the fast start proposal cost? 

• There are two basic alternatives: 

4 

1. Proceed with lifting the suspension and committing to an 
additional $6M in costs; and 

1. Continue with the suspension and commit to an 
additional approximately $5M in suspension costs. 

ONTARIO I, 
POWERAUTHORITY (JI 



Proceed With Lifting Suspension 

PRO CON 

• Obtaining a firm fixed price for fast start • Commit to greater cost than the cost of 
conversion; continued suspension; 

• The incremental cost of $3M ($6M • Continued delay in getting to a firm fixed 
instead of $3M) is de minimis in the price for the fast start conversioh; . 
context of the overall CAP EX, which is 
estimated at $650M; 

• If we have a project the fast start option 
is required in any event; 

• Lowering of the stress level between the 
negotiating parties; 

• MPS will begin to see a way forward 
with the project with OPA/TCE. 
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Continue with Suspension 

PRO CON 

• Commitment to a lower cost of • Further delay in obtaining the firm fixed 
approximately $5M instead of $6M; price for the fast start option; 

• Further negotiating effort is wasted on a 
matter that is small in the overall 
scheme of things; 

• MPS may just "walk" if they don't see 
some progress and a way forward with 
TCE/OPA. 
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Recommendation 

• We have more to lose than to gain in continued 
. 

suspens1on. 

• We need to keep MPS interested and committed to the 
project in order to use the already-purchased GTs in 
Cambridge. 

7 ONTARIO (I· 
POWER AUTHORITY C! 



Aleksandar Kojic 

From: 
Sent: 
To: 

Anshul Mathur . 
January 30, 2011 6:30 PM 
Michael Killeavy 

Subject: Re: (Revision.A)[REPLY about PRICE]Re: FW: MPS-TCE Equipment Supply Agreement and 
MPS Fast Start Proposal - Review ofTechnicallnformation Provided ByMPS ... · 

I have a bunch of q's on the financial model and otherwise now that I have had a chance to go through some stuff. I'll 
can ask tomorrow ... 

Sent from BB 

From: Michael Killeavy 
Sent: Saturday, January 29, 2011 08:19 AM 
To: JoAnne Butler; '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 arid 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, M5H 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 
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 ... 

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 
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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 ... 

1 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 1S 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 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 
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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 incl~ded 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 1Tll 
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 ... 

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 you·r 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 
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Fax:416.869.2056 

Cell:416.559.1664 

From: KNamba@mpshq.com [mailto:KNamba@mpshq.com] 
Sent: Friday, January 28, 20113:14 PM 
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 ("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> 

2011/01/1011:18 

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> 

Subject FW: MPS-TCE Equipment Supply Agreement and MPS Fast Start Proposal- Review 
ofTechnicallnformation 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 
detaiied breakdown of the costs .. I believe the OPA needs to be .able to reconcile the estimate and demonstrate to their 
deci~ibh 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:Michael.Killeavy@powerauthority.on.ca] 
Sent: Friday, January 07, 2011 3:49PM 
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: 

(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 MSOlGAC 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 originaiESA includes a SFC with a rated output of4MW. MPS to confirm if the MSOlGAC package comes with SFC 
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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 wouldbe 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 (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 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 error1 

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 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 notify 1he sender immediately and delete 1he original 
message. Thank you. 
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· 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 immediately and delete the original 
message. Thank you. -
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Aleksandar Kojic 

From: 
Sent: 
To: 

Michael Killeavy 
January 30, 2011 6:45 PM 
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 ... 

Yes. Of course. 

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

From: Anshul Mathur 
Sent: Sunday, January 30, 2011 06:29 PM· 
To: Michael Killeavy 
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 have a bunch of q's on the financial model and otherwise now that I have had a chance to go through some stuff. I'll 
can ask tomorrow ... 

Sent from BB 

From: Michael Killeavy 
Sent: Saturday, January 29, 2011 08:19AM 
To: JoAnne Butler; '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 ... 

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 
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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 
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 ... 

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: 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@smsenergycengineering.com] 
Sent: Friday, January 28, 2011 05:33 PM 
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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 
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 2B, 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 Projects I OPA I 
Suite 1600- 120 Adelaide St. W. I Toronto, ON MSH 1T1 I 
T: 416.969.6052 1 F: 416.967.19471 deborah.langelaan@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. 
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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 

From: KNamba@mpshq.com [mailto:KNamba@mpshq.com] 
Sent: Friday, January 28, 20113:14 PM 
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 
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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 <terrl_steeves@transcanada.com> 

2011/01/1011:18 

Phil/ Namba-san, 

To "Prigge, Phil" <Phii.Prigge@mpshq.com>, <KNamba@mpshq.com> 
cc "Papaioanou, George" <Geotge.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. 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 3:49PM 
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 
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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 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 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 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 
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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 ir:"Jtended 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: 
Sent: 
To: 
Cc: 
Subject: 
Attachments: 

Sebastiana, Rocco [RSebastiano@osler.com] 
Jahuar}t 31, 2011 7:40AM 
Michael Killeavy; Deborah Langelaan 
Susan Kennedy; Smith, Elliot 
Potential Outcomes re. Equipment Supply Contract 
5105140_1.doc 

Here iss summary of the potential outcomes relating to the Equipment Supply Contract with MPS depending 
on what were to transpire today with the current MPS suspension ending today. 

By the way, as I mentioned on Friday, Elliot will be attending in my place today as I am teaching at Ryerson 
Engineering this morning. 

Also, I have reviewed the revised OP A "turbine reliance" letter that TCE sent over on Friday and have a few 
comments that we should discuss before finalizing it. 

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 privi19gi9, confidentiel et 
soumis a des droits d'auteur. II est interdit de l'utiliser ou 
de le divulguer sans autorisation. 

********"*"""****"'*****"-*****-**********************--
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POTENTIAL OUTCOMES RELATING TOEOUIPMENT SUPPLY CONTRACT 

Scenarios 

1. Equipment Supply Contract (ESC) suspension continues 

• TCE can elect to unilaterally extend ·the suspension (provided that costs 
associated with further delays are subject to agreement under the Change Order 
provisions of the ESC). 

• Suspension and delay costs increase by approximately $5 million/month if the 
current $15 million cost from MPS is attributed solely to suspension costs. MPS 
has not provided a detailed breakdown of the split between suspension costs (for 
suspension between November 1 to January 31) and delay costs (i.e., delaying the 
turbine delivery date by 18 months). 

2. ESC suspension released (current suspension ends January 31) 

• Turbines go back on the production line, either (i) without fast start (and with an 
agreement on a revised turbine delivery date and delay/suspension costs which 
would be unknown at this stage), (ii) with fast start conversion and payment for 
suspension and delay ($18 million. increase in contract price) (but without 
additional scope for simple cycle conversion (i.e., cooling system and stacks) or 
(iii) with full fast start and simple cycle conversion ($33 million increase in 
contract price). 

• TCE has indicated that an amending letter agreement is required to give effect to 
(i), (ii) or (iii) above (and TCE has provided a draft of such letter for (iii) above 
which the OP A has reviewed and TCE is currently discussing revisions to the 
letter to give effect to (ii) above). 

3. TCE walks away from negotiations with OPA (potentially as a result of the impasse 
over the $503 million NPV) 

(a) TCE decides to terminate the ESC- 10 days' notice required 

(i) cancellation fee of 90% of Contract Price crystallizes and TCE may also 
have an exposure to certain costs associated with the suspension period 

(ii) TCE's duty to mitigate its damages would require TCE to justify its 
decision to incur such a large cancellation fee in light of current 
negotiations with the OP A and without the OP A's "sign-off' on 
termination of the ESC 

(iii) there is a strong possibility oflitigation against the OPA 

(iv) TCE's ongoing business interests in Ontario are adversely affected 

(b) TCE decides not to terminate the ESC (more likely) 

TOR_P2Z:Sl05140.1 
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(i) TCE would have to decide whether to lift suspension and whether to 
proceed with fast start option (additional scope for simple cycle 
conversion would likely be set aside) 

(ii) TCE's duty to mitigate its damages would cause TCE to try to find a 
second-hand buyer for the turbines to minimize its losses or try to find an 
alternate use for the turbines. 



Aleksandar Kojic 

From: Anshul Mathur 
Sent: January 31, 2011 ~8:49AM 
To:· 
Subject: 

Kevin Dick; Michael Killeavy; Deborah Langelaan 
RE: 

One question I have is whether the 5.25% is TCE's targeted ROI or their project WACC? WACC 
of 5.25% seems very low as their cost of debt itself would be at least 2ee-3eebp higher than 
the 1e-year Govt of Canada Bond Rate. 

-----Original Message----
From: Kevin Dick 
Sent: January 31, 2e11 8:37 AM 
To: Michael Killeavy; Deborah Langelaan; Anshul Mathur 
Subject: RE: 

Michael, 

As mentioned, your presentation looks good and I don't have any issues with the attached 
analysis. As discussed previously, my main concern continues to be the low discount rate used 
to derive the numbers (i.e. 5.25%). While a 5.25% WACC is in the realm of possibility for a 
company like TransCanada, a project/risk adjusted discount rate would intuitively be higher. 
Most people mention low double digit (11%) discount rates for these projects and with 
reference .to TransCanada some people mention single digit project discount rates but 5.25% 
still seems very low. 

For now I don't think you can do anything other than rely on the numbers that TransCanada has 
provided. 

Regards, 
Kevin 

-----Original Message----
From: Michael Killeavy 
Sent: January 28, 2e11 9:28 PM 
To: Deborah Langelaan; Kevin Dick; Anshul Mathur 
Subject: 
Importance: High 

*** PRIVILEGED AND CONFIDENTIAL - PREPARED IN CONTEMPLATION OF LITIGATION *** 

Deb, Kevin and Anshul, 

I went through the presentation again tonight and found a few typographical errors and a 
graph that needed fixing. I also augmented the conclusions a bit. 

I added a summary tab to each spreadsheet that displays the NRR and free cash flow NPV for 
each scenario. There were no other changes made to the models. 

Please have a look at this. We are briefing JoAnne and Colin Monday morning. 

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, 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: 
Subject: 

Kevin Dick 
January 31, 2011. 8:55AM 
Anshul Mathur; Michael Killeavy; Deborah Langelaan 
RE: 

Anshul I agree, that is the debate we currently are having. TCE '.s average cost of debt based 
on book value (not YTM) is roughly 6.73%. Their tax rate is. roughly 31%. 

Back solving WACC based on these numbers and a reasonable return on equity yields a WACC of 
5.98% so we are pretty certain 5.25% represents WACC and not project return (ROI). 

-----Original Message----
From: Anshul Mathur 
Sent: January 31, 2011 8:49 AM 
To: Kevin Dick; Michael Killeavy; Deborah Langelaan 
Subject: RE: 

One question I have is whether the 5.25% is TCE's targeted ROI or their project WACC? WACC 
of 5.25% seems very low as their cost of debt itself would be at least 200-300bp higher than 
the 10-year Govt of Canada Bond Rate. 

-----Original Message----
From: Kevin Dick 
Sent: January 31, 2011 8:37 AM 
To: Michael Killeavy; Deborah Langelaan; Anshul Mathur 
Subject: RE: 

Michael, 

As mentioned, your presentation looks good and I don't have any issues with the attached 
analysis. As discussed previously, my main concern continues to be the low discount rate used 
to derive the numbers (i.e. 5.25%). While a 5.25% WACC is in the realm of possibility for a 
company like TransCanada, a.project/risk adjusted discount rate would intuitively be higher. 
Most people mention low double digit (11%) discount rates for these projects and with 
reference to TransCanada some people mention single digit project discount rates but 5.25% 
still seems very low. 

For now I don't think you can do anything other than rely on the numbers that TransCanada has 
provided. 

Regards, 
Kevin 

-----Original Message----
From: Michael Killeavy 
Sent: January 28, 2011 9:28 PM 
To: Deborah Langelaan; Kevin Dick; Anshul Mathur 
Subject: 
Importance: High 

*** PRIVILEGED AND CONFIDENTIAL - PREPARED IN CONTEMPLATION OF LITIGATION *** 
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Deb, Kevin and Anshul, 

I went through the presentation again tonight and found a few typographical errors and a 
graph that needed fixing. I also augmented the conclusions a bit. 

I added a summary tab to each spreadsheet that displays the NRR and free cash flow NPV for 
each scenario. There were no other changes made to the models. 

Please have a look at this. We are briefing JoAnne and Colin Monday morning. 

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: Kevin Dick 
Sent: January 31, 2011 9:01 AM 
To: 
Subject: 

Anshul Mathur; Michael Killeavy; Deborah Langelaan 
RE: 

All of these values were derived from TransCanada's public financial statements. 

-----Original Message----
From: Kevin Dick 
Sent: January 31, 2811 8:55 AM 
To: Anshul Mathur; Michael Killeavy; Deborah Langelaan 
Subject: RE: 

Anshul I agree, that is the debate we currently are having. TCE's average cost of debt based 
on book value (not YTM) is roughly 6.73%. Their tax rate is roughly 31%. 

Back solving WACC based on these numbers and a reasonable return on equity yields a WACC of 
5.98% so we are pretty certain 5.25% represents WACC and not project return (ROI). 

-----Original Message----
From: Anshul Mathur 
·sent: January 31, 2811 8:49 AM 
To: Kevin Dick; Michael Killeavy; Deborah Langelaan 
Subject: RE: 

One question I have is whether the 5.25% is TCE's targeted ROI or their project WACC? WACC 
of 5.25% seems very low as their cost of debt itself would be at least 288-388bp higher than 
the 18-year Govt of Canada Bond Rate. 

-----Original Message----
From: Kevin Dick 
Sent: January 31, 2811 8:37 AM 
To: Michael Killeavy; Deborah Langelaan; Anshul Mathur 
Subject: RE: 

Michael, 

As mentioned, your presentation looks good and I don't have any issues with the attached 
analysis. As discussed previously, my main concern continues to be the low discount rate used 
to derive the numbers (i.e. 5.25%). While a 5.25% WACC is in the realm of possibility for a 
company like TransCanada, a project/risk adjusted discount rate would intuitively be higher. 
Most people mention low double digit (11%) discount rates for these projects and with 
reference to TransCanada some people mention single digit project discount rates but 5.25% 
still seems very low. 

For now I don't think you can do anything other than rely on the numbers that TransCanada has 
provided. 

Regards, 
Kevin 
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-----Original Message----
From: Michael Killeavy 
Sent: January 28, 2011 9:28 PM 
To: Deborah Langelaan; Kevin Dick; Anshul Mathur 
Subject: 
Importance: High 

*** PRIVILEGED AND CONFIDENTIAL - PREPARED IN CONTEMPLATION OF LITIGATION *** 

Deb, Kevin and Anshul, 

I went through the presentation again tonight and found a few typographical errors and a 
graph that needed fixing. I also augmented the conclusions a bit. 

I added a summary tab to each spreadsheet that displays the NRR and free cash flow NPV for 
each scenario. There were no other changes made to the models. 

Please have a look at this. We are briefing JoAnne and Colin Monday morning. 

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: 

Sebastiane, Rocco [RSebastiano@osler.com] 
January 31, 2011 9:08AM 
Michael Killeavy; Deborah Langelaan 
Susan Kennedy; Smith, Elliot; Ivanoff, Paul 
Re: Potential Outcomes re. Equipment Supply Contract 

Here are a few thoughts and suggested revisions to TCE's draft of the OPA's turbine "reliance letter". 

-On page 2, TCE has added a number of new paragraphs setting out certain events which TCE would like to add to this 
letter. I suspect that TCE has added them so that they form part of the "record" for future reference, but I only see a 
down side to including this level of detail. First of all, some of the detail relates only to dealings between TCE and MPS 
of which OPA only has second hand knowledge. Secondly, some ofthe detail is not relevant to this letter. The only 
relevant detail is the detail relating to the Revised Fast Start Option. It doesn't really matter how we got here if we 
continuing to negotiate in good faith. 

-On page 2, the paragraph starting "Given the above information .. ", the word "continues" only applies to clause {i) and 
not to (ii) and {iii). Also, in clause {iii), presumably the Contract can only be amended once MPS provides the final pricing 
on the Revised Fast Start Option and TCE and the OPA have signed off on it. In the meantime, TCE can sign the draft 
letter agreement which was exchanged last week which needs to be updated to reflect the Revised Fast Start Option 
and deferral of the simple cycle conversion scope. 

-On the bottom of page 2, in clause (b), change "were" back to "was". 

-On the top of page 3, in clause {c), delete the words "and their associated amendment" because until we see the 
proposed amendment to the actual Contract, we cannot make this statement. 

-Also, on page 3, delete clause {d). As drafted, this clause is very problematic. Perhaps Paul can comment further, but as 
I see it, whether TCE has acted to mitigate its damages as a result of the TCE Action is dependent upon many 
considerations, including whether TCE has exercised proper due diligence to vet MPS's price proposal for the. Revised 
Fast Start Option. Given the limited information provided to the OPA, we cannot agree to make this statement. 

Thanks, Rocco 

From: Sebastiane, Rocco 
Sent: Monday, January 31, 2011 07:40AM 
To: Michael Killeavy (Michael.killeaw@powerauthority.on.ca) <Michael.killeaw@powerauthority.on.ca>; 'Deborah 
Langelaan' <Deborah.Langelaan@powerauthority.on.ca> 
Cc: 'Susan Kennedy' <susan.kennedy@powerauthority.on.ca>; Smith, Elliot 
Subject: Potential Outcomes re. Equipment Supply Contract 

Here iss summary of the potential outcomes relating to the Equipment Supply Contract with MPS depending 
on what were to transpire today with the current MPS suspension ending today. 

By the way, as I mentioned on Friday, Elliot will be attending in my place today as I am teaching at Ryerson 
Engineering this morning. 

Also, I have reviewed the revised OP A ''turbine reliance" letter that TCE sent over on Friday and have a few 
comments that we should discuss before finalizing it. 

Regards, Rocco 
1 
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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. ll est interdit de l'utiliser au 
dele divulguer sans autorisation. 

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

From: 
Sent: 
To: 
Cc: 
Subject: 

Sebastiane, Rocco [RSebastiano@osler.com] 
January 31, 2011 9:08AM · 
Michael Killeavy; Deborah Langelaan 
Susan Kennedy; Smith, Elliot; Ivanoff, Paul 
Re: Potential Outcomes re. Equipment Supply Contract 

Here are a few thoughts and suggested revisions to TCE's draft of the OPA's turbine "reliance letter". 

-On page 2, TCE has added a number of new paragraphs setting out certain events which TCE would like to add to this 
letter. I suspect that TCE has added them so that they form part of the "record" for future reference, but 1 only see a 
down side to including this level of detail. First of all, some of the detail relates only to dealings between TCE and MPS 
of which OPA only has second hand knowledge. Secondly, some of the detail is not relevant to this letter. The only 
relevant detail is the detail relating to the Revised Fast Start Option. It doesn't really matter how we got here if we 
continuing to negotiate in good faith. 

-On page 2, the paragraph starting "Given the above information .. ", the word "continues" only applies to clause (i) and 
not to (ii) and (iii). Also, in clause (iii), presumably the Contract can only be amended once MPS provides the final pricing 
on the Revised Fast Start Option and TCE and the OPA have signed off on it. In the meantime, TCE can sign the draft 
letter agreement which was exchanged last week which needs to be updated to reflect the Revised Fast Start Option 
and deferral of the simple cycle conversion scope. 

-On the bottom of page 2, in clause (b), change "were" back to "was". 

-On the top of page 3, in clause (c), delete the words "and their associated amendment" because until we see the 
proposed amendment to the actual Contract, we cannot make this statement. 

-Also, on page 3, delete clause (d). As drafted, this clause is very problematic. Perhaps Paul can comment further, but as 
1 see it, whether TCE has acted to mitigate its damages as a result of the TCE Action is dependent upon many 
considerations, including whether TCE has exercised proper due diligence to vet MPS's price proposal for the Revised 
Fast Start Option. Given the limited information provided to the OPA, we cannot agree to make this statement. 

Thanks, Rocco 

From: Sebastiana, Rocco 
Sent: Monday, January 31, 2011 07:40AM 
To: Michael Killeavy (Michael.killeaw@powerauthority.on.ca) <Michael.killeaw@powerauthority.on.ca>; 'Deborah 
Langelaan' <Deborah.Langelaan@powerauthoritv.on.ca> 
Cc: 'Susan Kennedy' <susan.kennedy@powerauthoritv.on.ca>; Smith, Elliot 
Subject: Potential Outcomes re. Equipment Supply Contract 

Here is s summary of the potential outcomes relating to the Equipment Supply Contract with MPS depending 
on what were to transpire today with the current MPS suspension ending today. 

By the way, as I mentioned on Friday, Elliot will be attending in my place today as I am teaching at Ryerson 
Engineering this morning. 

Also, I have reviewed the revised OP A "turbine reliance" letter that TCE sent over on Friday and have a few 
comments that we should discuss before finalizing it. 

Regards, Rocco 
1 
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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 privilf§gie, 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: 

Smith, Emot [ESmith@osler.com] 
January 31, 2011 3:33 PM 

To: 
Cc: 
Subject: 

Deborah Langelaan; Michael Killeavy 
Sebastiane, Rocco; Ivanoff, Paul 
Draft Response to TCE 

Michael/Deb- Here's a draft response to TCE. Also, we looked at our Dec 21 "Reliance Letter". We don't 
think there's anything further that we need to do at this stage ifTCE is going to continue with the suspension as 
the Reliance Letter as drafted should continue to cover them. The draft letter they provided last week was to 
cover them for the decision to lift the suspension and proceeding with Revised Fast Start. 

John, 
In light of the revised pricing information provided to us last Friday, the OP A requires more time to determine 
if it is of the view that it is prudent to proceed with the implementation of the "Fast Start Option" or the 
"Revised Fast Start Option". 

As we indicated at our meeting last week, the issue of proceeding with the "Fast Start Option" or "Revised Fast 
Start Option" is connected to the issue of whether the OPA and TCE are able to reach agreement on the major 
issues in finalizing the Implementation Agreement. 

Elliot Smith 
Associate 
416.862.6435 

--- ******-********"****-*****************-

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€!gi8, confidentiel et 
soumis a des droits d'auteur. II est interdit de J'utiliser ou 
dele divulguer sans autorisation. 

***"***-**-"************"'***"*******-*********** __ _ 
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Aleksandar Kojic 

From: 
Sent: 
To:, 
Subject: 

Debora.h Langelaan . 
January 31, 2011 3:42 PM 

· MichaeJKillea\Jy 
· RE: Draft Response to TCE 

Ok, plug your nose ... here it goes. 

Deborah Langelaan I Manager, Natural Gas Projects I OPA I 
Suite 1600-120 Adelaide St. W. I Toronto, ON M5H 1T1 I 
T: 416.969.6052 I F: 416.967.19471 deborah.langelaan@powerauthoritv.on.ca 1 

From: Michael Killeavy 
Sent: January 31, 2011 3:42 PM 
To: Deborah Langelaan 
Subject: Re: Draft Response to TCE 

Yes. Please send. 

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: Deborah Langelaan 
Sent: Monday, January 31, 2011 03:41 PM 
To: Michael Killeavy 
Subject: PN: Draft Response to TCE 

Are you okay with this language? If so, I will fire off a response to John Mikkelsen's e-mail from Friday afternoon. 

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: Smith, Elliot [mailto:ESmith@osler.com] 
Sent: January 31, 2011 3:33 PM 
To: Deborah Langelaan; Michael Killeavy 
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Cc: Sebastiane, Rocco; Ivanoff, Paul 
Subject: Draft Response to TCE 

Michael/Deb- Here's a draft response to TCE. Also, we looked at our Dec 21 "Reliance Letter". We don't 
think there's anything further that we need to do at this stage ifTCE is going to continue with the suspension as 
the Reliance Letter as drafted should continue to cover them. The draft letter they provided last week was to 
cover them for the decision to lift the suspension and proceeding with Revised Fast Start. 

John, 
In light of the revised pricing information provided to us last Friday, the OPA requires more time to determine 
if it is of the view that it is prudent to proceed with the implementation of the "Fast Start Option" or the 
"Revised Fast Start Option". 

As we indicated at our meeting last week, the issue of proceeding with the "Fast Start Option" or "Revised Fast 
Start Option" is connected to the issue of whether the OPA and TCE are able to reach agreement on the major 
issues in finalizing the Implementation Agreement. 

Elliot Smith 
Associate 
416.862.6435 

"'""*************************"*******"**-**********"'************** 

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

Le contenu du present courriel est priVil9gi9, confidential et 
scum is 8 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: 

John, 

Deborah Langelaan 
January31, 20113:45 PM 
'John Mikkelsen' 
'Geoff Murray'; 'Terri Steeves'; 'Terry Bennett'; 'John Cashin'; Michael Killeavy; 'Rocco 
Sebastiana (rsebastiano@osler.com)'; Susan Kennedy 
RE: MPS Revision to allocation of $33MM to buckets 

In light of the revised pricing information provided to us last Friday, the OPA requires more time to determine if it is of the 
view that it is prudent to proceed with the implementation of the "Fast Start Option" or the "Revised Fast Start Option". 

As we indicated at our meeting last week, the issue of proceeding with the "Fast Start Option" or "Revised Fast Start 
Option" is connected to the issue of whether the OPA and TCE are able to reach agreement on the major issues in 
finalizing the Implementation Agreement. 

Kind Regards, 
Deb 

Deborah Langelaan I Manager, Natural Gas Projects I OPA I 
Suite 1600 ~ 120 Adelaide St. W. I Toronto, ON MSH 1Tll 
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 
Subject: FW: MPS Revision to allocation of $33MM to buckets 

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 
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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, 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/pelayjsuspension. 

Could you please itemize: 

(a) suspension from October 7, 2010 to 31 December 2910 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 MSOlGAC Fast Start gas turbine; 

[REPLY] US$ 6 Million 

Best regards, 

Namba (MPS) 

Terri Steeves <terri_steeves@transcanada.com> 

2011/01/1011:18 

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> 

Subject FW: MPS-TCE Equipment Supply Agreement and MPS Fast start Proposal- Review 
ofT echnical Information Provided By MPS ... 
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Phil 1 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. 1 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:Michael.Killeavy@powerauthority.on.ca] 
Sent: Friday, January 07, 2011 3:49PM 
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: 

(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 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 



3. 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 rating of 4MW may add few 
minutes to start time of 7MW SFC put 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 offaster ramping in start-up is not specifically discussed in the December 2010 proposal and additiona I 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; 

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 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 reciplent(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. 
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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 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: 

With Prejudice 

Dear Deborah, 

John Mikkelsen Qohn_mikkelsen@transcanada.com] 
·January 31, 2011 5:40 PM · · 
Deborah Langelaan 
JoAnne Butler; Terry Bennett; Michael Killeavy; Terri Steeves; John Cashin; David Lever; 
rsebastiano@osler.com; Susan Kennedy; Geoff Murray 
TransCanada- MPS- Release from Suspension 

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 5 treet 
24th Floor, South Tower 
Toronto, Ontario M5J 2J1 

Tel: 416.869.2102 

Fax:416.869.2056 

Cell:416.559 .1664 
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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 immediately and delete the original 
message. Thank you. 
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Aleksandar Kojic 

From:· 
Sent: 
To: 
Cc: 
Subject: 

Sebastiane, Rocco [RSebastiano@osler.com] 
January 31, 2011 6:34 PM 
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 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@powerauthoritv.on.ca] 
·Sent: Monday, January 31, 2011 05:47 PM 
To: Sebastiane, Rocco 
Cc: Anshul Mathur <Anshui.Mathur@powerauthoritv.on.ca>; JoAnne Butler <joanne.butler@powerauthoritv.on.ca>; 
Michael Killeavy <Michaei.Killeaw@powerauthoritv.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 OS: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 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 privi18gi8, confidential et 
soumis a des droits d'auteur. 11 est interdit de l'utiliser au 
dele divulguersans autorisation. 

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

From: 
Sent: 
To: 
Cc: 

Deborah Langelaan 
February.1, 2011 7:21.AM 
JoAnne Butler 
Michael Killeavy 

Subject: Re: TransCanada - MPS - Release from Suspension 

Will do. 

Deb 

From:· JoAnne Butler 
Sent: Tuesday, February 01, 2011 05:44AM 
To: Deborah Limgelaan 
Cc: 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: Sebastiana, Rocco [mailto:RSebastiano@osler.com] 
Sent: Monday, January 31, 2011 06:34 PM 
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: Sebastiana, 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 
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From: John Mikkelsen [mailto:john_mikkelsen@transcanada.com] 
Sent: Monday, January 31, 2011 05:40PM 
To: Deborah Langelaan 

--------·---------------· 

Cc: JoAnne B.utler; 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, 

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 
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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 immediately and delete the original 
message. Thank you. 

This e-mail message and any files transmitted with it are intended only for the named recipiertt(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 disseminatlori, 
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 deJE!te 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 prlvilegle, confidentiel et 
soumis a des droits d'auteur. II est interdit de l'utiliser au 
de le d!vulguer sans autorlsation. 

****************"*************************************""'"************ 
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Aleksandar Kojic 

From: 
Sent: 
To: 

Deborah Langelaan 
February 1, 2011 10:02 AM · 
Colin Andersen 

Cc: JoAnne l:lutler; Michael Killeavy; Irene Mauricette 

Colin; 

1 wanted to provide you ari update of OGS before your call with Alex this morning. 

As you know the suspension of the MPS contract for the gas turbines expired yesterday. Although the OPA's strategy 
was to have TCE extend the suspension for another month TCE released the MPS contract from suspension and directed 
them to commence work on converting the turbines to Fast Start, but delayed any decisions on the additional scope of 
work required for simple cycle operation at the Cambridge project (the cooling system and stacks). It is TCE's opinion 
that if the plant were not to proceed, the Fast Start conversion will increase the marketability of the turbines for reuse or 
resale. 

OPA's Counsel feels 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 Implementation Agreement in place, as they do not have a "Reliance Letter" supporting their decision to 
proceed with the Revised Fast Start Option. 

Deb 

Deborah Langelaan I Manager, Natural Gas Projects I OPA I 
Suite 1600 -120 Adelaide St. W. I Toronto, ON MSH 1Tl I 
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Aleksandar Kojic 

From: 
sent: 
To: 
Cc: 

Michael Killeavy 
February 1, 20111:29 PM 
Anshul Mathur 
Kevin Dick; Deborah Langelaan 

Subject: 
Attachments: 

K-W Peaking Plant NRR Analysis- Varying Contract Term .... 
K-W Peaking Plant NRR Analysis 1 Feb 2011 Varying Term.xlsx 

*** PRIVILEDGED AND CONFIDENTIAL- PREPARED IN CONTEMPLATION OF LITIGATION *** 

Anshul, 

Can you please check my modelling results for the attached spreadsheet model. We are interested in knowing the 
effect that varying the term will have on the NRR for the proposed plant. I did this for the worst case scenario, i.e., 
initial high TCE CAP EX estimate, $35M OGS sunk costs and alleged foregone OGS profits of $500M. I need this by the 

end of the day. 

Thanks, 

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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K-W Peaking Plant NRR Analysis- BASE CASE: TCE CAPEX of $654M and 20'yr Term 
· Project Reb,Jm 5.25% 

Term 10f~iJ1~£~n;~;:;::}.t~~~years 
sc 450 cc 900 

$1,400,000,000 
$1,453,333 IMW $1,555,556 JMW 

O&M 10,000,000 /year 20,000,000 /year 
0 1 2 3 4 

sc 654,000,000 34,335,000 34,335,000 34,335,000 34,335,ooo 
cc 1,400,000,000 73,500,000 73,500,000' 73,500,000 73,500,000 
Delia ·.- 39,165,000 39,165,000. 39,165,000 39,165,000 

Project Returns 
Discount rate 5.25% 

. sc $440,958,886.16 
cc $943,948,685.97 

sc cc 
NRR Capital cost repayment $6,056 $6.481 

FIXed O&M $1,852 $1,852 
Return and Capital Repayment $8,358 $6,806 

$14,266 $15,139 
Delta profit $7,253 

sc Principal 654,000,000 634,738,207 614,465,169 593,127,798 
Annuity Payment 53,596,793 53,596,793 53,596,793 53,596,793 
Interest Payments 34,335,000 33,323,756 32,259,421 31,139,209 
Pn'ncipal Payments 19,261,793 20,273,037 21,337,372 ' 22,457,584 

NPV liiiDii£111 

NRR SC Total Capex 9,925.33 

cc Principal 1,400,000,000 1,358,766,804 1,315,368,864 1,269,692,533 
Annuity Payment 114,733,196 114,733,196 114,733,196 114,733,196 
Interest Payments 73,500,000 71,335,257 69,056,865 ' 66,658,858 
Principal Payments 41,233,196 43,397,939 45,676,331 48,074,338 

NPV 616,471,327 

Delta ln Return 313,372,191 

NRR CC Total Capex 10,623.44 

$345,736,935.27 39,165,000 38,011,501 36,797,444 35,519,649 

$345,736,935.27 26,920,600 26,920,600. 26,920,600 26,920,600 

$0.00 4,985.30 

K-WSCTotal WJSIW<& 

OGS CCTotal $17,277.00 17277 -

$16,900.00 _· ______ __,; ---·------ ----· 

$16,800.00 -~~~---1 

$16,700.00 --;.. ________ ____J 

K-W SCTotal OGSCCTotal 

5 
'-34,335,000 
73,qoo,ooo 
39,165,000 

570,670,214 
53,596,793 
29,960,186 
23,636,607 

1,221,618,195 
114,733,196 
64,134,955 
50,598,241 

34,174,769 

26,920,600 

·o.oo 

6 7 8 9 10 11 12 13 14 15 16 17 18 19 20 
34,335,000 34,335,000 34,335,000 34,335,0_00 34;335,000 ' 34,335,000 ~.335,000 34,335,000 34,335,000 34,335,000· 34,335,000 34,335,000 34,335,000 34,335,000 34,335,000 
73,500,000 73-,500,000 73,500,000 73,500,000 73,500,000 73~500,000 73,500,000 73,500,000 73,500,000 73,500,000 73,500,000 .73,500,000 73,500,000 ?3,5oo,qoo 73,500,000 
39,165,000 39,165,000 39,165;ooo 39,165,000 39,165,000 39,165,000 39,165,000 39,165,000 39,165,000 39,165,000 39,165,000 39,165,090 39;165,000 39,165,000 39,165,000 

547,033,607 522,156,078 495,972,479 468,414,241 439,409,195 408,881,385 376,750,865 3;42,933,492 307,340,707 269,879,301 230,451,171 188,953,064 145,276,307 99,306,520 50,923,319 
53,596,793 53,596,793 53,596,793 53,596,793 53,596,793 53,596,793 53,596,793 . 53,596,793 53,5~6.793 53,596,793 53,596,793 .53,596,793 53,596,793 53,596,793 53,596,793 
28,719,264 27,413,194 26,038,555 24,591,748 23,068,983 21,466,273 19,779,420 18,004,008 16,135,387 14,168,663 12,098,686 9,920,036 7,627,006 5,213,592 2,673,474 
24,877,529 26,183,599 27,558,238 29,005,046 30,527,810 32,130,520 33,817,373 35,592,785 37,461,406 39,428,130 41,498,107 43,676,757 45,969,787 48,383,201 50,923,319 

1,171,019,954 1,117,765,305 1,081,714,787 1,002,721,617 940,631,305 875,281,252 806,500,322 734,108,392 657,915,886 577,723,274 493,320,549 404,486,682 . 310,989,036 212,582,764 109,010,163 
114,733,196 114,733,196 114,733,196 114,733,196 114,733,196 114,733,196 114,733,196 114,733,196 114,733,196 114,733,196 114;733,196 114,733,196 114,733,196 114,733,196 114,733,196 
61,478,548 58,682,679 55,740,026 52,642,885 49,383,144 45,952,266 42,341,267 38,540,691 34,540,584 30,330,472 25,899,329 21,235,551 16,326,924 11,160,595 5,723,034 
53,254,649 56,050,518 58,993,170 62,090,312 65,350,053 68,780,931 72,391,930 76,192,506 80,192,612 84,402,725 88,833,868 93,497,646 98!406,272 103,572,601 109,010,163 

32,759,283 31,269,484 29,701,471 28,051,137 26,314,161 24,485,993 22,561,846 20,536;682 18,405,197 16,161,809 13,800,642 11,315,515 8,699,918 5,947,003 3,049,559 

26,920,600 26,920,600 26,920,600 26,920,600 26,920,600 26,920,600 26,920,600 26,920,600 26,920,600 26,920,600 26,920,600 26,920,600 26,920,600 26,920,600 26,920,600 



K-W Peaking P,lant NRR Analysis • TCE CAPEX of $654M + $500M OGS Profits +$35M OGS Sunk Costs For 20 Years 
Project RetUm - 5.25% ~ _. 
Te<m Y,ears 
sc 450 cc 900 

CAP EX ~;'1qfFJ~-t:il;'$)i('Q'@;§_§'1;,~~ $1,460,000,000. 

- $2,39?',455 /WNII $1;555,556 /WNII 
O&M 10,000,000 /year 20,000,000 /year 

0 1 2 3 4 '5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20 
sc 1 ,078,~.938 56,639,884 56,639,884 '56,639,884 56,639,864 56,639,884 56,639,884 56,639,884 56,639,884. 56,639,884 56,639,884 56,639,884 . 56,639,884 56,639,884 56,639,884 56,639,884 56,639,884 56,639,884 56,639;884 56,639,884 56,639,884 
cc 1,4oo,ooo;ooo. 73,500,000 73,500,000 73,500,000 73,509,000 73,500,000 73,500,000 73,500,.000 73,500,000 73,500,000 73,500,000 73,500,000 73,500,000 ?s,soo;ooo 73,500,000 73,500,000 73,500,000 73,500,000 73,500,000 73,~bo,oop 73,500,000 
Della 16,860,116 16,860,116 16,860,116 16,860,116 16,860,116 16,860,116 16,860,116 16,860,11~ 16,860,116 16,860,116 16,860,116 16,860,116 16,860,116 16,860,116 16,860,116 16,860,116 16,860,116 16,860,116 16,860,116 16,860,116 

Discount rate 5.25% 
sc $727,416,929.60 
cc $943,948,685.97 

sc cc 
NRR Capital cost repayment $9,989 $6,481 

Fixed O&M $1,852 $1,852 
Return and Capital Repayment $10,489 $6,806 

$22,330 $15,139 
Delta_profi~ $3,122 -

sc Principal 1,078,854,938 1,047,080,197 1,013,637,282 978,438,614 941,392,016 902,400,471 861,361,871 818,168,744 772,707,977 724,860,521 674,501,073 621,497,753 565,711,760 506,997,002 445,199,719 380,158,079 311,701,753. 239,651,470 163,818,546 84,004,395 
Annuity Payment 88,414,625 88,414,625 88,414,625 88,414,625 88,414,625 88,414,625 88,414,625 88,414,625 88,414,625 88,414,625 88,414,625 88,414,625 88,414,625 88,414,625 88,414,625 88,414,625 88,414,625 88,414,625 88,414,625 88,414,625 
Interest Payments 56,639,884" 54,971,710 53,215,957 . 51,368,027 49,423,081 47-,376,025 45,221,498 42,953,859 40,567,169 38,055,177 35,411,306 32,628,632 29,699,867 26,617,343 23,372,985 19,958,299 '16,364,342 12,581,702 8,600,474 4,410,231 
Principal Payments 31,774,741 33,442,915 35,'198,668 37,046,598 38,991,545 . 41,038,601 43,193,127 45,460,766 47,84.I,457 50,359,448 53,003,319 55,785,993 58,714,758 61,797,283 65,041,640 68,456,326 72,050,283 75,832,923 79,814,152 84,004,395 

NPV -$~Q~,Qd9",Q_o_(! PROFITS 

NRR SC Total Capex 16,373.08 

cc Principal 1,400,000,000 1,358,766,804 1,315,368,864 1,269,692,533 1,221,618,195 1,171,019,954 1,117,765,305 1,061,714,787. 1,002,721,617 940,631,305 875,281,252 806,500,322 734,108,392 657,915,886 577,723,274 493,320,549 404,486,682 310,989,036 212,582,764 109,010,163 
Annuity Payment 114,733,196 114,733,196 114,733,196 114,733,196 114,733,196 114,733,196 114,733,196 114,733,196 114,733,196 114,733,196 114,733,196 114,733,196 1j4,733,196 114,733,196 114,733,196 114,733,196 114,733,196 114,733,196 114,733,196 114,733,196 
Interest Payments 73,500,000 71,335,257 69,056,865 66,658,858 64,134,955 61,478,548 58,682:679 55,740,026 52,642,885 49,383,144 45,952,266 42,341_,267 38,540,691 34,540,584 30,330,472 25,899,329 21,235,551 16,326,924 11,160,595 5,723,034 
Principal Payments 41,233,196 43,397,939 45,676,331 48,074,338 50,598,241 53,254,649 56,050,518 . 58,993,170 62,090,312 65,350,053 68,780,931 72,391,930 76,192,506 80,192,612 84,402,725 88,833,868 93,497,.646 98,406,272 103,572,601 1_09,010,163 

~PV s4e,836,072 

Delta in Return 148,836,072 

NRR CC Total Capex 10,623.44 

$148,836,071.56 16,860,116 16,363,547 15,840,908 15,290,831 14,?11,874 14,102,523 13,461,180 12,786,167 12,075,716 11,327,966 10,540,959 9,712,635 8,840,823 7,923,241 6,957,487 5,941,030 4,871,209 3,745,222 2,560,121 1,312,803 

$197,431,547.49 15,372,889 15,372,889 15,372,889 15,372,889 15,372,889 15,372,889 15,372,889 15,372,889 15,372,889 15,372,889 15,372,889 15,372,889 15,372,889 15,372,889 15,372,889 15,372,889 15,372,889 15,37;2.,889 15,372,889 15,372,889 

-$48,595,475.93 2,846.83 

K~WSC Total 
OGS CCTolal 17,277.00 

$5,000.00 --'---------------·--

K·WSCTotal OGSCCTotal 



K-W Peaking Plant NRR Analysis - TCE CAP EX of $654M + $50 0M OGS Profits +.$35M 0GS-Sunk Costs For 25 Years 
Project Return 5.25% 
Term years 
sc 450 cc 

O&M 

sc 
cc 

. Delta 

sc 
cc 

NRR 

sc 

cc 

CAPEX ~f~:;;:~?j"ffj914~t;~40-$'85ll 

D<scountrate 

20,000.00 

$2,033,201 JMoN 
10,000,000-/yeer 

0 
914,940,585 

1,400,000,000 

5.25% 
S616,897,830.80. 
$943,948,685.97 

capital cost repayment 
FaedO&M 
Return and Capital Repayment 

Delta profit · 

sc 

"·""""' ;..·--·--·-··1 

; 10,000.00 

' s,ooo.oo ----------1 

K-WScTotal • 

"' $1 ,400,000,00_0 

1 
48,034,381 
73,500,000 
25,465,519 

cc 
$8,472 
$1,852 
$S,B95 

$19,219 
$4,716 

$1,555,555 fMW 
2o,ooo,ooo !year 

2 
48,034,381 
_73,500,000 
25,465,619 

$6,481 
$1,BS2 
$6,806 

!$15,139 

., 
4 5 ' 48,034,381 48,004,381 48,034,381 48,034,381 

73,500,000 73,500,000 73,500,000 . 73,500,000 
25,465,619. 25,465,619 25,465,619 25,465,619 

'· 

OGSCCTotal 

7 ' ' 48,034,381 48,034,381 48,034,391 
73,500,000 73,500,000 73,500,000 
25,465,619 25,465,519 25,465,619 

) 

10 11 12 13 14 15 " 17 " " " 21 22 23 24 " 48,034,381 48,034,381 48,034,381 48,034,381 48,034,381 48,034,381 48,034,381 48,034,381 48,034,381 48,034,381 48,034,381 48,034,381 48,034,381 48,034,381 48,034,381 48,034,381 
73,500,000 73,500,000 73,500,000 73,500,900 73,500,000 73,500,000 73,500,000 73,5Dii,OOO 73,!;;00,000 73,500,000 73,500,000 73,500,000 73,500,000" ~;:~~~:~~3 -. ~:1~~:~~~ 73,500,000 
25,465,619 25,465,619 25,465,619 25,465,619 25,465,619 25,465,619 25,465,619 25,465,619 25,465,619 25,465,619 25,465,619 25,465,619 25,465,619 25,465,619 

'-



K-W Peaking Plant NRR Analysis- TCE CAPEX of$654M + $500M OGS Profits+ $35M OGS Sunk Costs For30 Years 
Project Return . 5.25% 
Term voars. 

'' CAPEX!ffi.:..\:o'?'>;-"JR.:~®§~~j; CC. '" $1.400.000.000 
$1,792,1311 IIIIN $1,555,556 IMW 

o•M 10,000000 /year 20,000,000 /yoar 
0 ' ' ' • ' ·' ' ' ' " " " " " "· " " " " " " " " " " " " " " " " 11011,452,026 42,339.2:56 42,3:3.9.2511 42,339,256 42,339.256 42,3:!9,255 42,3:3.9,256 42,339.256 42,3:!9,256 42,3:!9,255 42,339,256 42,339,256 42,3:!9.256 42,339.2:56 42,339,255 42,339.256 42,339,256 42,339,256 42,3:!9,256 42,339,256 42,3:!9.256 42,3:!9,256 42,339,256 42,339,256 42,339.256 42,339.2:55 42,339,255 42,539,256 42,339.2:56 42,339,256 42,339,256 

cc 1,400,000,01?0 73,500,000 73,500,000 73,500,000 73,500,000 73,500,000 73,500,000 73,500,000 73,500,000· 73,500,000 73,500,000 73,500,000 73,500,000 73,500,000 73,500,000 73,500,000 73,500,0011 73,500,000 73,500,000 73.500,000 73,500,000 73.500,000 73,500,000 73,500,000 73,500.000 73,500,000 73,500,000 73,500,000 73,500,000 73,500,000 73,500,000 

"'~ 31,\60,744 31,\60,744 31,160,744 31,160,7'!4 3\,160,744 3\,160,744 31,160,744 31J60,744 31.160,744 3\,\50,744 3\,160,744 31,160,744 31,160,744 31,160,744 31,160,744 31.150,744 31,\60,744 31.160,744 31.160,744 31,160,744 31,160,744 31.160.744 31,160,744 31,160,744 31,160,744 3\,160,744 3\,160,744 31,160,744 3\,160,744 31,\60,744 

Discount tale ,_,, 
" $543,755,264.27 
cc $943,948,665.97 

" cc ,. C!l!libtl cast repayme':"- $7,467 $6,4111 
FlxedO&M $\,852 $1,1152 
Rotum and C!l!llbil Repayment $7,841 $6",606 

$17,160 $15,139 
Delta profit $s.n1 

" Principal 806,41>2.026 794,635,3\7 71)2.596,205 .759,718,545 755,162,908 741,895,495 725,879,043 711.074,2Zl 6"94,439,658 676,931.n4 658,504,726 639,110,259 618,697,582 597,2\3,239 574,600,969 550,801,553 525,752,669 499,388,716 471.640,660 442.435,629 411,697,744 379,345,910 345,295,604 309,457,658 271,738.2\9 232.038,510 190,254,566 146,276,964 99,990,539 51,274,on 
Amlli!v Payrnonl 53,965,966 !;3,965,956 53,955,966 53,965,966 53,965,956 53,965,966 53,965,966 53,965,966 53.965,91>6 53,965,966· 53,965,966 53,965,S66 53,965,966 53,965,966 ' 53,965,955 53,955,966 53,955,966 53,965,966 53.965,966 53,965,966 53,955,966 53,965,966 53,965,966 53,955,966 53,965,956 53,965,96& 53,965,966 53,S55,966 53,9fi5,966 53,965,966 
Interest P;svmenls 42,339,255 41,726,654 41,066,406 40,410,229 39,698,553 38,949,513 38,16"1,150 37,331,397 36.456.082 35,538,9\6 34.571,496 33,553,289 32,481,623 31,353,695 30,166,551 26,917,()82 27,602,015 26,ZI7,906 24,76\,135 23,227,881 21.6\4,\32 19,915,650 18,128,019. 15,246,527 14.256.255 12.182.022 9,986,365 7,679,541 5,249,503 2,691,889 
Principal P.,ymenls 1\.626,709 12.237.112 12,879,560 13,555,737 \4.267.413 15,0\6,452 \5,804,816 \6,634,569 17,507,884 18.427,046 19.394,468 20.412.P 2\,484,343 22,6\2,271 23,799.415 25,048,1184 26,36:!,951 27,748,058 29.204,1131 30,736,085 32,351,634 34,050,305 35,837,947 37,7\9,439 39,699,709 41,783,944 43,977,601 4S.286,425 48,718,462 51.274.on 

'~ $5oo;ooiJ,ooo· PROFITS 

NRRSCTotaiCapox 9,993.70 

cc Principal 1.400.000,000 1,379,616,293 1,358,572,942 1,336,214,314 1,312,681,859 1.287,913,949 1,261,645,725 1.234.400,9111 1,205,531,680 1,175,138,3&6 1,143,149,444 1.109,481.083 1,074,045,133 1,036,748,795 997,494.400 956,179,149 9\2,694,848 856,927,620 818,757,6"13 766,058,661 
Allnullv Payment 93,683,707 93,663,707 93,683,707 93,6~.707 93,683,707 93,683,707 93,683,707 93,883,707 93,563,707 93,6fl3,707 93,683,707 93,683,707 93,663,707 93,683,707 93,683,707 . 93,683,707 93,6113,707 . 93,683,707 93,683,707 93,583,707 
Interest Payments 73,500,000 72,440,355 71,325,079 70,151,251 58,915,798 67,615,462 6"6".246,901 64,806.466 63.290,413 61,694,765 60,015,346 58,247,757 56,367.3&9 54,429,312 52,383,456 50,199,405 47,916,4~0 45,5\3,700 42.984.n5 40,323,081 
Princ:ipaiPavmenls 20.183,707 21.243,352 22,358,6211 23,532,455 24,757,909 26,068,225 27,436.806 26,677.239 30,393.2!14 31.~8.942 33,658,361 39,435,950 37,200,337 39,254,395 41,315,251 43,484,302 45,757,227 46,170.007 . 50,698,932 53,360,626 

'"" • 799,490,651 

Oel!ainRetum 269,490,651 

NRR ~c Tolal cap..c 8,674,42 

$338,948,615.10 31,160,744 30,711,501 ;J0.238,674 29.741.023 29.217.245· 28,655,969 28,065,751 27,475,071 25.632.331 25,155,847 25.443,848 24,694,468 23,905,746 23,075,617 22,20\,905 21,282.324 20,314.464 19,295,792 111,223,640 17,095.200 

$197,431,547.49 15,372,889 15,372,889 15,372,889 15,372.889 \5,372,1189 15,372,889 15,372,8e9 \5,372,889 15.372,1169 15,372,889 15.372.8e9 15.372,889 \5,372,889 15.372,889 15,372,889 \5,372,689 15,372,8!19 15.372,889 15,372,889 15,372.889 

$141,517.067.62 2,846.63 

K.WSCTolal §AI 
OGSCCTotal 15,327.96 

--·-~-----~~-·--·-----~·-----------· ---"-
_,_, ... _____ --:;,------~-------

15,SDO.OO -----j 

15,000.00 -:---------

14,500.00 ~· --~-

14,DO!l.IXJ ---~---
~-WSC:Tor.l OGStCTotal 
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Term 
20 
25 
30 
35 

NRR 
$23,373.08 
$19,324.70 
$16,993.70 
$15,522.07 

$5,000 +---

$0 +---
20 

NPV 
$500,000,000 
$500,000,000 
$500,000,000 
$500,000,000 

25 30 35 



Aleksandar Kojic 

From: 
Sent: 

Sebasti.ano, Rocco [RSebastiano@osler.com] 
February 1, 2011 8:08 PM 

To: Michael Killea\ty 
Subject: Re: Blackline of Implementation Agreement 

That's consistent with what I had suggested. Discuss internally and then meet with TCE. 

From: Michael Killeavy [mailto:Michaei.Killeayy@powerauthority.on.ca] 
Sent: Tuesday, February 01, 2011 07:07 PM 
To: Sebastiane, Rocco; Deborah Langelaan <Deborah.Langelaan@powerauthority.on.ca> 
Cc: Smith, Elliot 
Subject: Re: Blackline of Implementation Agreement 

I'd prefer to meet internally on these first, rather than try to do it on the fly with TCE. 

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

From: Sebastiana, Rocco [mailto:RSebastiano@osler.com) 
Sent: Tuesday, February 01, 2011 07:03 PM 
To: Deborah Langelaan 
Cc: Michael Killeavy; Smith, Elliot <ESmith@osler.com> 
Subject: RE: Blackline of Implementation Agreement 

I tried calling you earlier this afternoon to discuss next steps on the IA and the schedules. I don't think that I 
will be able to turn around a draft and get it out to TCE with enough time to discuss it on Thursday afternoon. 
Would we be able to meet internally to discuss our collective comments on Schedules Band C and then meet 
with TCE to discuss our comments on those schedules. I suspect that there is lots to discuss on those schedules. 

Thanks, Rocco 

From: Deborah Langelaan [mailto:Deborah.Langelaan@powerauthority.on.ca) 
Sent: Tuesday, February 01, 2011 9:49 AM 
To: Sebastiane, Rocco 
Cc: Michael Killeavy; Smith, Elliot 
Subject: Blackline of Implementation Agreement 

Hi Rocco; 

1 



When will you have a backline ready of the Implementation Agreement? Are you available to meet with TCE on 
Thursday afternoon at 2:30 p.m. to discuss the lA as well as Schedules B & C? 

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 

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 dissemination1 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 prlvilf~giS, confidentiel et 
soumis a des droits d'auteur. II est interdit de l'utiliser ou 
dele divulguer sans autorisation. 

*-*******-*************************************"*********"** 

2 



Aleksandar Kojic 

From: 
Sent: 
To: 

Michael Killeavy 
February 1, 2011 8:10PM 
'RSebastiano@osler.com' 

Subject: Re: Blackline of Implementation Agreement 

Yes. Haste makes waste. 

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

From: Sebastiane, Rocco [mailto:RSebastiano@osler.com] 
Sent: Tuesday, February 01, 2011 08:08PM 
To: Michael Killeavy 
Subject: Re: Blackline of Implementation Agreement 

That's consistent with what I had suggested. Discuss internally and then meet with TCE. 

From: Michael Killeavy [mailto:Michaei.Killeaw@powerauthoritv.on.ca] 
Sent: Tuesday, February 01, 2011 07:07 PM 
To: Sebastiane, Rocco; Deborah Langelaan <Deborah.Langelaan@powerauthoritv.on.ca> 
Cc: Smith, Elliot 
Subject: Re: Blackline of Implementation Agreement 

I'd prefer to meet internally on these first, rather than try to do it on the fly with TCE. 

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

1 



-----------·------------------·--~ 

From: Sebastiana, Rocco [mailto:RSebastiano@osler.com] 
Sent: Tuesday, February 01, 2011 07:03 PM 
To: Deborah Langelaan 
Cc: Michael Killeavy; Smith, Elliot <ESmith@osler.com> 
Subject: RE: Blackline of Implementation Agreement 

I tried calling you earlier this afternoon to discuss next steps on the IA and the schedules. I don't think that I 
will be able to turn around a draft and get it out to TCE with enough time to discuss it on Thursday afternoon. 
Would we be able to meet internally to discuss our collective comments on Schedules Band C and then meet 
with TCE to discuss our comments on those schedules. I suspect that there is lots to discuss on those schedules. 

Thanks, Rocco 

-------------------·---
From: Deborah Langelaan [mailto:Deborah.Langelaan@powerauthority.on.ca] 
Sent: Tuesday, February 01, 2011 9:49 AM 
To: Sebastiana, Rocco 
Cc: Michael Killeavy; Smith, Elliot 
Subject: Blackline of Implementation Agreement 

Hi Rocco; 

When will you have a backline ready of the Implementation Agreement? Are you available to meet with TCE on 
Thursday afternoon at 2:30 p._m. to discuss the lA as well as Schedules B & C? 

Deb 

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

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

-*********-***"**-********-**"*********"**************** 

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

Le contenu du present courriel est privi19gi9, confidentiel et 
soumis a des droits d'auteur, II est interdit de l'utiliser ou 
de le divulguer sans autorisation. 

******************** ****************"'*"************* 

2 



Aleksandar Kojic 

From: 
Sent: 
To: 

Michael KHieavy 
February 1, 2.011 8:28 PM 
Sebastiana, Rocco · 

Cc: 
Subject: 

Deborah Langelaan; Anshul Mathur; Smith, Elliot 
OGS Salvage Value Analysis .... 

Attachments: OGS Salvage Value Analysis.xls 

Importance: High 

*** PRIVILEGED AND CONFIDENTIAL - PREPARED IN CONTEMPLATION OF LITIGATION *** 

Rocco, 

Further to our telephone conversation this afternoon, I took the OGS financial model provided 
by TCE and did some work this evening to segregate the cash flows so that we can see the 
effect of the salvage value of the NPV of after-tax cash flows. I split the cash flows into 
three "buckets", so to speak: 

1. Cash flows expended prior to the Milestone Date for Commercial Operation, which is 
essentially the CAPEX investment; 2. Cash flows earned over the 2e-year contract term; 3. 
Cash flows attributable to the salvage value of the project. 

As we discussed, the cash flows attributable to the salvage value of the project are much 
more riskier than the cash flows earned over the contract term and prior to Commercial 
Operation of the Contract Facility. As such, I would argue that these cash flows ought not 
to be discounted at the weighted average cost of capital, but rather at a much higher 
discount rate. I have modified the TCE spreadsheet to allow for discounting the salvage 
value cash flows at a different discount rate from that of the other cash flows. In doing 
so, we can easily see the impact that these cash flows have on the alleged anticipated 
financial value of the contract. The results are quite interesting. 

TCE is attempt to bundle all three sets of cash flows under the contract. This drastically 
alters the risk profile of the project since the very risky, speculative salvage value cash 
flows are essentially "locked into" the contract, and are no longer all that risky, if we 
agree that the financial value of the contract is $seeM. 

Michael 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
12e Adelaide St. West, Suite 16ee 
Toronto, Ontario, MSH 1T1 
416-969-6288 (office) 
416-969-6e71 (fax) 
416-52e-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 

1 
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TransCanada Oakvtlle GS - Unlavered Economics (JLily 8, 2009) 

~ h TransCanada '"'.1 h-..,.IOHif....-

Note; All Values in SM CAD 
Pricing & Index Assumptions 

2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 2037 2038 2039 2040 2041 2042 2043 2044 
7/1/2022 711/2023 7/1/2024 711/2025 7/112026 7/112027 7/1/2028 7/1/2029 7/1/2030 7/1/2031 7/112032 71112033 7/112034 7/112035 7/1/2036 7/1/2037 7/1/2038 7/1/2039 7/1/2040 7/112041 7/1/2042 711/2043 71112044 

lniUai.Capitalincludlngland S S S S S S S S S S S S S S S $ $ $ S S s S 
Landsa!Ei(afterlaxamounQ S S S S ___ $__ S s s s s s s s s s s s s s s s s 1102.21 
captia!Expendlture s s s s s s s s s s s s s s s s s s s s $ s (!02.2) s. 

!PC Calculation 
Opening Balance 
Current Period Spending 
Ending Balance 

LTSACosts 

149.0 $ 

• 
$ 149.0 $ 

• 22.7 $ 

149.0 $ 

• 
149.0 $ 

149.0 

149.0 

149.0 

149.0 

19.7 $ 23.2 $ 20.6 

149.0 $ 

• 149.0 $ 

21.3 $ 

149.0 

149.0 

149.0 $ 

• 149.0 $ 

149.0 

149.0 

149.0 $ ' 149.0 

• 149.0 $ 149.0 

22.1 $ 24.1 $ 24.9 $ 25.4 $ 25.9 

149.0 $ 

• 
149.0 $ 

149.0 $ 

• 
149.0 $ 

149.0 $ 149.0 
s 

149.0 $ 149.0 

26.4 $ 26.9 $ 27.5 28.0 

149,0 $ 149.0 149.0 149.0 149,0 $ 149.0 
$ $ 

149.0 $ 149.0 149.0 149.0 149.0 $ 149.0 

28.6 $ 29.1 $ 29.7 $ 30.3 $ 30.9 $ 31.5 $ 

149.0 

149.0 

149.0 $ 149.0 

• 149.0 $ 149.0 

$ 

lti~®P.Ji!Oms argr Ef022§l!!:!l&!l!ij02.,1iP!'f51t1M 'foz a·'IT"'!ft?m~oz9 203;> 203'i t 2o35f+& 2036' nn o38! 203' 'D:4iW!l42. ih oa£ 

Calculated NRR 
Imputed Net Revenue· 
Contingency Support Payment 

Revenues 
Actual Gross Markel Revenues 
Contigency Support Payments (CSP) 
Revenue·ShaJin!l Pavment CRSP} 
Total Revenues 

Expenses 
·Fuel Costs 
VaJiable Energy Costs 
Fixed Costs 
Total Expenses 

EBITDA I Cash Margin 

$ 
$ 

192.7 $ 
49.7 $ 

143.0 $ 

193.6 $ 
35.4 $ 

158.1 $ 

$ 302.5 $ 253.7 
$ 143.0 $ 158.1 

$ 

• $ 
$ 

$ 

445.5 

240.1 $ 
6.0 $ 

28.7 $ 
274.7 $ 

17o.7 $ 

411.8 

207.0 $ 
5.1 $ 

28.7 $ 
240.8 $ 

171.0 s 

194.4 
44.5 

149.9 

195.4 $ 
29.9 $ 

165.5 $ 

196.3 $ 
37.8 $ 

158.5 $ 

197.2 $ 
47.3 $ 

149.9 $ 

198.2 $ 
55.6 $ 

142.6 $ 

199.2 $ 
66.8 $ 

132.4 $ 

200.2 $ 
59.4 $ 

140.8 $ 

201.2 
60.8 

140.5 

202.3 $ 
57.7 $ 

144.6 $ 

152.6 
63.2 
89A 

312.1 $ 250.8 $ 268.7 $ 305.2 $ 355.6 $ 379.3 $ 358.2 $ 365,7 $ 373.4 $ 381.2 $ 388.8 $ 396.8 
149.9 $ 185.5 $ 158.5 $ 149.9 $ 142.8 $ 132.4 $ 140.8 $ 140.5 $ 144.6 $ 107.2 $ 112.0 $ 111.8 

462.0 s 416.3 $ 427.2 $ 455.1 $ 498.3 

251.1 $ 
6,3 $ 

29.6 $ 
287.0 $ 

175,0 $ 

207.2 $ 
5.2 $ 

29.5 $ 
241.9 $ 

174.4 

218.8 $ 
5.4 $ 

44.0 $ 
268.2 $ 

159.1 $ 

245.6 $ 
6.1 $ 

30.8 $ 
282.5 $ 

172.6 $ 

283.3 $ 
7.1 $ 

31.7 $ 
322.1 $ 

176.2 

511.7 

295.9 $ 
7.4 $ 

32.3 $ 
335.6 $ 

176.1 $ 

499.0 s 506.2 s 518.0 s 488.4 s 5oo.a s 508.4 

281.1 $ 
7.0 $ 

32.5 $ 
320.6 $ 

178.4 $ 

287.0 $ 
7.1 $ 

33.1 $ 
327.2 $ 

179.0 

293.0 $ 
7.3 $ 

33.6 $ 
333.8 $ 

184.1 $ 

299.1 $ 
7.4 $ 

32.7 $ 
339.3 s 

149.1 ·s 

305.1 $ 
7.6 $ 

33.3 $ 
346.0 .$ 

154.8 $ 

311.2 $ 
7.7 $ 

33.9 $ 
352.9 $ 

155.5 

$ 

404.5 $ 412.6 $ 420.9 $ 429.3 $ 437.9 
111.7 $ 111.5 $ 111.4 $ 111.2 $ 111.1 

446.6 $ 455.8 $ 349.4 
110.9 $ 110.7 $ 83.0 

516.2 $ 524.1 $ 532.2 $ 540.5 $ 548.9 $ 557.5 $ 566.3 

317.5 $ 
7.9 $ 

34.6 $ 
359.9 $ 

156.3 s 

323.8 $ 
8.0 $ 

35.3 $ 
367.1 $ 

157.0 s 

330.3 $ 
8.2 $ 

36.0 $ 
374.5 s 
157.8 $ 

336:9 $ 
8.3 $ 

36.7 $ 
382.0 s 

158.5 $ 

343.8 $ 350.5 $ 
8.5 $ 8.7 $ 

37.5 $ 38.2 $ 
389.6 $ 397.4 $ 

159.3 $ 160.1 $ 

357.5 $ 
8.8 $ 

39.0 $ 
405.3 $ 

161.0 $ 

432.4 $ 

273.5 
6.8 

34.1 
314.4 s 

118.1 $ 

ilm:qmeiitax.J~atculitions&££&d _ !ittffi:© .• LCL_ ~ -~&.£,._ .§l!llkl £&4aif .ed5\it2022A.!£.1lio23~2024il\liliii:\iiti025~026~20~~.:E02i~JK21l39i,.f'i£\i2~~~~2o33z.W@i2o3~~o36~2038?#@iiiii2oa9~€ii-i#¥140414#§@!Mi4~043~~04;4Jfil 

Capital Taxes 

Taxable lneome 
Cash Margin (ESlTDA) 
Ont Capital Taxes 
Capitalized Interest 
CCA AI!Qwanee 

Taxable lneome 

Tax Pooling 
Opening Balance 
Additions 
loss Re~lized 
Closing Balance 

Taxable Income after Pooling 
Tax Rate 

Cash Taxes 

Y9 
• • s 

Hig~i;·,~~·~fid~nti~;: ·.11\iS: reco_rd conta.inS lnfom:uition p~vided to. the 0PA that is 
desi!inated by the OPA as. highly confidential and it and all resulting work product is 
inte_n'i:led,-for_the Purpose ·of ~ectio~ 17 of the Freert_om,of lrtfonilatiorl aild Protection 

- ·c,, :~~~~-~~·A~; .·t.o,._,t:~e ,a- ·~~~rd. ~~t __ ~~t_s. :a ,b:;i~~ -~~Cr:ef·o~ .. ~CIEtn~?·:~.chnic~l,: · _. 
commercial, finanelal or labour relations information, supplied in confidence lmplieltly · 
or explicitly, the disclosure of whleh could ll!ISonably ·be expected to prejudice 
signifiCantiY-the·compi:!titiVe position or interfere significantly with the contractual or 
otli.e'r neg~il:~~ris of'a person, group of persons, or org~nization.~ 

170.72 $ 
s 
• 62.38 s 

108.34 

108.34 
25.0% 
27.09 

• 

171.(!.1 s 
• • 54.82 $ 

116.19 

116.19 
25.0% 
29.05 

• 
175.D1 s 

• • 54,30 $ 

120.71 

120.71 
25.0% 
30.18 

• 

• 
174.41 $ 

s 
s 

48.15 s 

126.27 

126.27 
25.0% 
31,57 

• 

159.05 

45.77 

113.28 $ 

11328 
25.0% 
28.32 

--< : 

$ 
s 
• 

172.60 $ 

• • 
43.88 $ 

128.72 

128.72 
25.0% 
32.18 

• • • 

176.21 

43.43 

132.78 

132.78 
25.0% 
33.20 

176.07 $ 
$ 

• 
42.22 $ 

133.85 

133.85 
25,0% 

33.46 

• • • 

178.43 $ 

• • 40.79 $ 

137.64 

137.64 

"-"' 
"-" 

$ 
$ 
$ 

179.00 

39.67 

139.33 

139.33 

"-"' ,..., 

184.13 

38.75 

145.38 

145.38 
25.0% 
36,34 

• • • • 

149.14 

38.01 

111.13 

111.13 
25.0% 
27.78 

• • s 

154.82 

37.42 

117.40 

117,40 
25.0% 
29.35 

155,53 

36,97 

118.57 

118.57 
25.0% 
29.64 

156.26 $ 

• • 
36.64 $ 

119.63 

119.63 
25.0% 
29.91 

157.01 $ 

• • 35.41 $ 

120.59 

120.59 
25.0% 
30.15 

$ 
s 
$ 

• 
157.77 $ 

• $ 
'36.29 $ 

121.48 

121.48 
25.0% 

"-" 

$ 

• s 

158,54 $ 

• • 36.25 s 

122.29 

12229 
25.0% 
30.57 

• • • 

159.33 

"-" 

123.114 

123.04 
25.0% 

"-" 

160.13 

36.40 

123.73 

123.73 
25.0% 
30.93 

160.96 $ .. 
• 4.41 s 

156.55 

15f.i.55 
25.0% 
39.14 

•, 

118.05 $ 
$ 

46.07 

71,98 

71.98 
25.0% 
18.00 

• 

• • • 
0.00 

25.0% 
0.00 



Aleksandar Kojic 

From: 
Sent: 
To: 

Anshul Mathur 
February 1, 2011 8:35 PM 
Michael Killeavy 

Subject: RE: OGS Salvage Value Analysis .... 

*** PRIVILEGED AND CONFIDENTIAL - PREPARED IN CONTEMPLATION OF LITIGATION *** 

I will do some research on getting some Salvage Value numbers tomorrow· to make our case 
stronger. 

-----Original Message----
From: Michael Killeavy 
Sent: February 1, 2e11 8:28 PM 
To: Sebastiana, Rocco 
Cc: Deborah Langelaan; Anshul Mathur; Smith, Elliot 
Subject: OGS Salvage Value Analysis .... 
Importance: High 

*** PRIVILEGED AND CONFIDENTIAL - PREPARED IN CONTEMPLATION OF LITIGATION *** 

Rocco, 

Further to our telephone conversation this afternoon, I took the OGS financial model provided 
by TCE and did some work this evening to segregate the cash flows so that we can see the 
effect of the salvage value of the NPV of after-tax cash flows. I split the cash flows into 
three "buckets", so to speak: 

1. Cash flows expended prior to the Milestone Date for Commercial Operation, which is 
essentially the CAPEX investment; 2. Cash flows earned over the 2e-year contract term; 3. 
Cash flows attributable to the salvage value of the project. 

As we discussed, the cash flows attributable to the salvage value of the project are much 
more riskier than the cash flows earned over the contract term and prior to Commercial 
Operation of the Contract Facility. As such, I would argue that these cash flows ought not 
to be discounted at the weighted average cost of capital, but rather at a much higher 
discount rate. I have modified the TCE spreadsheet to allow for discounting the salvage 
value cash flows at a different discount rate from that of the other cash flows. In doing 
so, we can easily see the impact that these cash flows have on the alleged anticipated 
financial value of the contract. The results are quite interesting. 

TCE is attempt to bundle all three sets of cash flows under the contract. This drastically 
alters the risk profile of the project since the very risky, speculative salvage value cash 
flows are essentially "locked into" the contract, and are no longer all that risky, if we 
agree that the financial value of the contract is $seeM. 

Michael 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
12e Adelaide St. West, Suite 16ee 
Toronto, Ontario, MSH 1T1 
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Aleksandar Kojic 

From: 
__ Sent: 
To: 

Michael Killeavy-
February 1, 2011.8:35 PM 
Anshul Matliur _ . . _ . _ 

Subject: RE: OGScSalvage \{alue_ Analysis, ... 

- .Good. Thank you for the all the help. 

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

-----Original Message----
From: Anshul Mathur 
Sent: Tue 01-Feb-11 8:34 PM 
To: Michael Killeavy 
Subject: RE: OGS Salvage Value Analysis 

*** PRIVILEGED AND CONFIDENTIAL - PREPARED IN CONTEMPLATION OF LITIGATION *** 

I will do some research on getting some Salvage Value numbers tomorrow to make our case 
stronger. 

-----Original Message----
From: Michael Killeavy 
Sent: February 1, 2011 8:28 PM 
To: Sebastiana, Rocco 
Cc: Deborah Langelaan; Anshul Mathur; Smith, Elliot 
Subject: OGS Salvage Value Analysis .... 
Importance: High 

*** PRIVILEGED AND CONFIDENTIAL - PREPARED IN CONTEMPLATION OF LITIGATION *** 

Rocco, 

Further to our telephone conversation this afternoon,- I took the OGS financial model provided 
by TCE and did some work this evening to segregate the cash flows so that we can see the 
effect of the salvage value of the NPV of after-tax cash flows. I split the cash flows into 
three "buckets", so to speak: 

1. Cash flows expended prior to the Milestone Date for Commercial Operation, which is 
essentially the CAPEX investment; 2. Cash flows earned over the 20-year contract term; 3. 
Cash flows attributable to the salvage value of the project. 

1 



As we discussed, the cash flows attributable to the salvage value of the project are much 
more riskier than the cash flows earned over the contract term and prior to Commercial 
Operation of the Contract Facility. As such, I would argue that these cash flows ought not 
to be discounted at the weighted average cost of capital, but rather at a much higher 
discount rate. I have modified the TCE spreadsheet to allow for discounting the salvage 
value cash flows at a different discount rate from that of the other cash flows. In doing 
so, we can easily see the impact that these cash flows have on the alleged anticipated 
financial value of the contract. The results are quite interesting. 

TCE is attempt to bundle all three sets of cash flows under the contract. This drastically 
alters the risk profile of the project since the very risky, speculative salvage value cash 
flows are essentially "locked into" the contract, and are no longer all that risky, if we 
agree that the financial value of the contract is $SeeM. 

Michael 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
12e Adelaide st. West, Suite 16ee 
Toronto, Ontario, MSH lTl 
416-969-6288 (office) 
416-969-6e71 (fax) 
416-52e-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 
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Aleksandar Kojic 

From: 
Sent:· 
To: 
Cc: 

Deborah Langelaan 
February 2, 2011 9:44AM 
'Sebastiana: Rocco' 
Michael KiHeavy; 'Smith, Elliot' 

Subject: RE: Blackline of Implementation Agreement 

Rocco; 

Thursday's meeting with TCE has been cancelled due to the fact that OPA (Colin, JoAnne, Michael and me) is meeting 
with Alex Pburbaix, Terry Bennett, Chris Breen, Geoff Murray and Brandon Anderson a\3:00 p.m. the same day. We 
would like to set up an internal meeting to review Schedules Band Cas wen as review the blackline Implementation 
Agreement. Please let me know what works best for you. 

Thanks, 
Deb 

Deborah Langelaan I Manager, Natural Gas Projects I OPA I 
Suite 1600-120 Adelaide St. W. I Toronto, ON M5H 1Tl I 
T: 416.969.6052 I F: 416.967.19471 deborah.langelaan@powerauthoritv.on.ca 1 

From: Sebastiana, Rocco [mailto:RSebastiano@osler.comJ 
Sent: February 1, 2011 7:03 PM 
To: Deborah Langelaan 
Cc: Michael Killeavy; Smith, Elliot 
Subject: RE: Blackline of Implementation Agreement 

I tried calling you earlier this afternoon to discuss next steps on the IA and the schedules. I don't think that I 
will be able to turn around a draft and get it out to TCE with enough time to discuss it on Thursday afternoon. 
Would we be able to meet internally to discuss our collective comments on Schedules B and C and then meet 
with TCE to discuss our comments on those schedules. I suspect that there is lots to discuss on those schedules. 

Thanks, Rocco 

From: Deborah Langelaan [mailto:Deborah.Langelaan@powerauthoritv.on.ca] 
Sent: Tuesday, February 01, 2011 9:49AM 
To: Sebastiana, Rocco 
Cc: Michael Killeavy; Smith, Elliot 
Subject: Blackline of Implementation Agreement 

Hi Rocco; 

When will you have a backline ready of the Implementation Agreement? Are you available to meet with TCE on 
Thursday afternoon at 2:30 p.m. to discuss the lA as wen as Schedules B & C? 

Deb 

Deborah Langelaan I Manager, Natural Gas Projects I OPA I 
Suite 1600 -120 Adelaide St. W. I Toronto, ON M5H 1T1 I 
T: 416.969.6052 I F: 416.967.19471 deborah.langelaan@powerauthoritv.on.ca 1 
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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 
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 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: 
Subject: 

Michael Killeavy 
February 3, 2011 9:14AM 
JoAnne Butler 
Re: BOARD STAFF JR 1-1-21 

I think it's safe to say three (3) FTE. Deb, Anshul and me. 

Michael Killeavy, LL.B., MBA, P .Eng. 
Director, Contract Management 
Ontario Power Authority . 
120 Adela ide 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: Thursday, February 03, 2011 09:12AM 
To: Michael Lyle; Michael Killeavy 
Subject: RE: BOARD STAFF IR l-1-21 

Yep, Mike's comments look great to me ... ! think that we should confirm the resource numbers, though .... between Anshul, 
Deb, you, me, Susan, execs as appropriate, we have more than 2 ER part time. I don't want it to appear understaffed 
considering the incredible value and scrutiny that this contract has, nor do I want it to seem overstaffed. We need to 
strike tlhe balance. 

JCB 

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

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

416·969.0005 Tel. 
416-969·6071 Fax. 
joanne.butler@powerauthority.on.ca 

From: Michael Lyle 
Sent: Miercoles, 02 de Febrero de 2011 05:11 p.m. 
To: Michael Killeavy; JoAnne Butler 
Subject: RE: BOARD STAFF IR l-1-21 

1 think the answer is to (a) that we are negotiating a mutually agreed termination of the OGS contract in light of the 
Minister's announcement of October 7, 2010. PSP can help you with the supply component of the answer. On (b), the 
answer is that we are in negotiations with TCE, describe that a component of internal staff (2 ER part of the time) time is 
assigned to this work along with internal legal time and external legal counsel and consultant. We will insert some 
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general language about no specific budget having been created for this particular matter. On performance metric, 1 
assume that limiting the cost to ratepayers in negotiating mutually agreed termination is how we will judge our 

performance. 

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 
andlor exempt from disclosure under applicable law. If you are not the intended recipient(s), any dissemination, distribution or copying of this e-mail message or 
any files transmitted with it is strictly prohibited. If you have received this message in error, or are not the named recipient(s), please notify the sender immediately 
and delete this e-mail message. 

From: Michael Killeavy 
Sent: February 2, 2011 4:49 PM 
To: JoAnne Butler 
Cc: Michael Lyle 
Subject: Fw: BOARD STAFF IR I-1-21 

Do you have any thoughts on how to answer this? I don't think we/1 can answer (a). I'm not sure what we can say about 
(b) unless it's "we are awaiting a directive from the Minister", or words to this effect. 

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

From: Anna LeBourdais 
Sent: Wednesday, February 02, 2011 04:44PM 
To: Michael Killeavy 
Cc: Martha McOuat; Miriam Heinz 
Subject: BOARD STAFF IR I-1-21 

Michael, 

Martha McOuat has asked me to forward this Interrogatory to you to complete. I've attached the template for that 
purpose. 
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Aleksandar Kojic 

From: 
Sent: 
To: 

Deborah Langelaan 
February 3; 2011.11:44 AM 

· Susan Kennedy 
Cc: · Michael Killeavy . 
Subject: RE: Designation under the Electricty Act 

Hi Susan; 

The OPA negotiating team is anxious to acquire a copy of one of the documents referenced below (Item #1) for our due 
diligence efforts. Ideally we would like to acquire a copy of the PP presentation this week. Is this doable? 

Deb 

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

From: Deborah Langelaan 
Sent: January 28, 2011 4:41PM 
To: Susan Kennedy 
Cc: 'ESmith@osler.com'; Michael Killeavy; 'RSebastiano@osler.com' 
Subject: FW: Designation under the Electricty Act 

Susan; 

TCE is requesting that the records identified below be designated as confidential pursuant to Section 25.13(3) of the 
Electricity Act We are agreeable to doing so and look to you for your opinion on their request 

Thanks, 
Deb 

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

From: John Mikkelsen [mailto:john mikkelsen@transcanada.com] 
Sent: January 28, 2011 4:34 PM 
To: Deborah Langelaan 
Cc: Michael Killeavy; Geoff Murray; John Cashin; Terry Bennett 
Subject: Designation under the Electricty Act 

Dear Deb, 

Further to our discussion yesterday we would like the OPA to consider designating the following records pursuant to 
section 25.13(3) of the Electricity Act, 1998. 

1. TransCanada PowerPoint presentation to the OPA on Janua~ 25, 2011 titled "Proposed Ontario SCGT Project
Execution and Preliminary Capital Cost Review'', filename "25 Jan 2011 -Capex and Construction Strategy 
Review R1 .ppt". 
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2. The expected Implementation Agreement between TransCanada Energy Ltd. and Ontario Power Authority for the 
potential development of a simple cycle natural gas-fired power generation project in the Kitchener-Waterloo
Cambridge area (the "Potential Project") 

3. The following sections of the expected Kitchener-Waterloo-Cambridge Peaking Generation Contract: Article 5.5 
(Payment Account Information), Exhibit A (Project Description), Exhibit B (Contract Capacity, Net Revenue 
Requirement, and other Stated Variables), Exhibit F (Milestone Events and Milestone Dates for the Contract 
Facility) and as may be relocated, amended or replaced. 

Thanks, 

John Mikkelsen, P.Eng. 

Director, Eastern Canada, Power Development 

TransCanada 

Royal Bank Plaza 
200 Bay Street 
24th Floor, South Tower 
Toronto, Ontario M5J 2J 1 

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. 
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Aleksandar Kojic 

From: 
Sent: 

Sebastiana, Rocco [RSebastiano@osler.ccim] 
February 3, 20111.:10 PM 

To: 
Cc: 
Subject: 

Deb, 

Deborah LarigeHaan 
Michael Killeavy; Smith, Elliot 
RE: Updated: TCE OGS 

On Monday, I have a meeting booked until 3 pm, Can we please move this meeting to an hour or so later? 

Thanks, Rocco 

-----Original Appointment-----
From: Deborah Langelaan [mailto:Deborah.Langelaan@powerauthoritv.on.ca] 
Sent: Thursday, February 03, 20111:07 PM 
To: Michael Killeavy; Sebastiana, Rocco; Smith, Elliot 
Subject: Updated: TCE OGS 
When: Monday, February 07, 2011 2:00 PM-3:00 PM (GMT-05:00) Eastern Time (US & Canada). 
Where: 16 Meeting Room North 

Review of Implementation Agreement and Schedules B & C 

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 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. 

***************"**************"*****"'************************-*** 

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

Le contenu du present courriel est priviiEigiEi, confidential et 
soumis a des droits d'auteur. II est interdit de l'utiliser au 
de le divuJguer sans autorisation. 

1 



Aleksandar Kojic 

From: 
Sent: 
To: 
Cc:. 
Subject: 

Rocco, 

• 

Michael Killeavy 
Februaiy 3, 2011 4:25 PM 
'RSebastiano@osler.com' 
Deborah Langelaan 
Opinion on Residual Value .... 

When might we get your op1n1on on whether residual value of a project might reasonably 
considered as damages for a breach of contract? 

We need to meet with TCE next week· to "negotiate" alleged loss of profit on OGS and it would 
be helpful to have your opinion before we meet. 

Thanks, 
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: 

Sebastiana, Rocco [R~ebastiano@osler.com] 
Fe6ruary 3, 2011 4:58 PM · 

To: Michael Killeavy . . . . . 
Cc: 
Subject: 

Deborah Langelaan; Smith, Elliot; Ivanoff, Paul 
RE: Opinion on Residual Value .... 

We have one of our lawyers in our research group doing some research on the issue to see if 
there has been any case law on this as it is a bit of an esoteric point. We'll try to get 
our memo revised iri the next couple of days to consider this issue. 

Given that this is also a commercial/business point as opposed to simply a legal 
interpretation issue, I wonder whether it would make sense to get someone at a financial 
advisory firm like Macquarie's (for example, Paul Bradley) or someone like Rob Cary to weigh 
in on this point. The benefit of this is that if we end up having to negotiate the issue 
"anticipated financial value of the Contract" someone with Paul's or Rob's background on 
project financing and financial modelling would be able to assist us in ways that Safouh 
cannot given that his background is more on the technical aspects of the project. 

Regards, Rocco 

-----Original Message-----
From: Michael Killeavy [mailto:Michael.Killeavy@powerauthority.on.ca] 
Sent: Thursday, February 03, 2011 4:25 PM 
To: Sebastiana, Rocco 
Cc: Deborah Langelaan 
Subject: Opinion on Residual Value .... 

Rocco, 

When might we get your opinion on whether residual value of a project might reasonably 
considered as damages for a breach of contract? 

We need to meet with TCE next week to "negotiate" alleged loss of profit on OGS and it would 
be helpful to have your opinion before we meet. 

Thanks, 
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 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 
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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: 
Sent: 
To: 

Michael Killeavy 
February 3, 2011 5:17 PM 
'RSebastiano@osler.ccim' 

Cc: 
Subject: 

Deborah Langelaan; 'ESmith@osler.com'; 'Pivanoff@osler.com' 
Re: Opinion on Residual Value .... 

We need this as soon as you can provide it and no later than Monday afternoon. Sorry to jam 
you. 

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 Mess.age -----
From: Sebastiane, Rocco [mailto:RSebastiano@osler.com] 
Sent: Thursday, February 03, 2011 04:58 PM 
To: Michael Killeavy 
Cc: Deborah Langelaan; Smith, Elliot <ESmith@osler.com>; Ivanoff, Paul <Pivanoff@osler.com> 
Subject: RE: Opinion on Residual Value .••. 

We have one of our lawyers in our research group doing some research on the issue to see if 
there has been any case law on this as it is a bit of an esoteric point. We'll try to get 
our memo revised in the next couple of days to consider this issue. 

Given that this is also a commercial/business point as opposed to simply a legal 
interpretation issue, I wonder whether it would make sense to get someone at a financial 
advisory firm like Macquarie's (for example, Paul Bradley) or someone like Rob Cary to weigh 
in on this point. The benefit of this is that if we end up having to negotiate the issue 
"anticipated financial value of the Contract" someone with Paul's or Rob's background on 
project financing and financial modelling would be able to assist us in ways that Safouh 
cannot given that his background is more on the technical aspects of the project. 

Regards, Rocco 

-----Original Message-----
From: Michael Killeavy [mailto:Michael.Killeavy@powerauthority.on.ca] 
Sent: Thursday, February 03, 2011 4:25 PM 
To: Sebastiane, Rocco 
Cc: Deborah Langelaan 
Subject: Opinion on Residual Value •... 

Rocco, 

When might we get your op~n~on on whether residual value of a project might reasonably 
considered as damages for a breach of contract? 
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we need to meet with TCE next week to "negotiate" alleged loss of profit on OGS and it would 
be helpful to have your opinion before we meet. 

Thanks, 
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 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: 
Sent: 
To: 
Cc: 
Subject: 

Michael/Deb, 

Smith, Elliot [ESmith@osler.com] 
February 3, 2011 7:04PM 
Michael Killeavy; Deborah Langelaan 
Ivanoff, Paul; Sebastiane, Rocco 
RE: Opinion on Residual Value .... 

As discussed, we have had a lawyer in our research group look into the question of whether the salvage value of 
TCE's facility is encompassed by the words of the OPA's October 7 letter to TCE. I've set out below his 
preliminary findings. 

Based on the standard principal of damages at common law, if we look at the benefit of the contract to TCE, it 
includes both the 20-year revenue stream from the OPA and whatever TCE is left with at the end of the term. In 
other words, on an assessment of the expectation value of damages of the contract, we would typically expect 
the residual value would factor in. This result is more intuitive if you look to an analogy that goes the other 
way. For example, if this were a nuclear power plant rather than a gas-fired power plant, we would expect to 
discount the significant decommissioning costs from any lost profits in calculating the damages for breach of 
contract. 

That said, although we would expect the residual value of the facility to factor into an assessment of damages, it 
is necessary to take into account a significant contingency in the residual value to reflect the possibility that the 
facility either does not exist or does not function in 20 years. In this particular case, that contingency would also 
need to take into account the considerable uncertainty around both the price of gas and the price of electricity in 
20 years. 

There was very little case law on point, but we did fmd one case that considered the concept of salvage value. It 
was a dispute between Air Canada and Ticketnet, who were partnering to develop an e-ticketing application. 
When the application was partially complete, Air Canada was to finish it and share the fmal product with 
Ticketnet. A dispute arose and Air Canada refused to finish the application or permit Ticketnet to finish the 
application. Ticketnet sued Air Canada for loss of profits. In calculating its lost profits, Ticketnet did not 
include any residual value for the software. The trial judge found that the lack of residual value constituted a 
conservative assumption by Ticketnet, and in part used this to draw his conclusion that the valuation wa's a 
reasonable one. This analysis was affirmed by the Ontario Court of Appeal. From this point, it can be inferred 
that the court considered residual value to be a valid head of damage since if the court did not, it would not 
have seen the exclusion of residual value as a conservative assumption. 

With respect to the words of the October 7 letter, it references "reasonable damages ... including the anticipated 
financial value of the Contract." As written, the words "anticipated fmancial value of the Contract" are 
encompassed as part of the "reasonable damages" and not a stand-alone or separate head of damages. From this 
we would tend to draw the conclusion that the words of the letter do not change the analysis of the damages 
resulting from a breach of the contract since the letter itself only promises "reasonable damages". 

Lastly, as you know there is an exclusion of consequential damages (including loss of profits) set out in the 
agreement, so to the extent that was applicable, it would considerably change the overall analysis of the 
damages for breach of contract. 

I hope this has been helpful. Please let us know if you have any follow-up questions or comments. 
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Elliot 

D 
Elliot Smith 
Associate 

416.862.6435 DIRECT 
416.862.6666 FACSIMILE 
esmith@osler.com 

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

X r··~·T·'·~· -,~ 

-----Original Message-----
From: Michael Killeavy [mailto:Michael.Killeavy@powerauthority.on.ca] 
Sent: Thursday, February 03, 2011 5:17 PM 
To: Sebastiana, Rocco 
Cc: Deborah Langelaan; Smith, Elliot; Ivanoff, Paul 
Subject: Re: Opinion on Residual Value ...• 

We need ·this as soon as you can provide it and no later than Monday afternoon. Sorry to jam 
you. 

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: Thursday, February 03, 2011 04:58 PM 
To: Michael Killeavy 
Cc: Deborah Langelaan; Smith, Elliot <ESmith@osler.com>; Ivanoff, Paul <Pivanoff@osler.com> 
Subject: RE: Opinion on Residual Value .... 

We have one of our lawyers in our research group doing some research on the issue to see if 
there has been any case law on this as it is a bit of an esoteric point. We'll try to get 
our memo revised in the next couple of days to consider this issue. 

Given that this is also a commercial/business point as opposed to simply a legal 
interpretation issue, I wonder whether it would make sense to get someone at a financial 
advisory firm like Macquarie's (for example, Paul Bradley) or someone like Rob Cary to weigh 
in on this point. The benefit of this is that if we end up having to negotiate the issue 
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"anticipated financial value of the Contract" someone with Paul's or Rob's background on 
project financing and financial modelling would be able to assist us in ways that Safouh 
cannot given that his background is more on the technical aspects of the project. 

Regards, Rocco 

-----Original Message-----
From: Michael Killeavy [mailto:Michael.Killeavy@powerauthority.on.ca] 
Sent: Thursday, February 03, 2011 4:25 PM 
To: Sebastiane, Rocco 
Cc: Deborah Langelaan 
Subject: Opinion on Residual Value .•.• 

Rocco, 

When might we get your op1n1on on whether residual value of a project might reasonably 
considered as damages for a breach of contract? 

We need to meet with TCE next week to "negotiate" alleged loss of profit on OGS and it would 
be helpful to have your opinion before we meet. 

Thanks, 
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 

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 
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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: 

Michael Killeavy . · .· · 
Februaiy3,20117:18PM 
'ESmith@osler.coni'; Deborah Langelaan 

Cc: 
Subj~ct: 

'Pivimoff@osler'.com'; 'RSebastiano@osler.com'; Michael Lyle; Susan Kennedy 
Re: Opinion on Residual Value .... 

Thahk you Elliot. Your analysis is very helpful.· 

As a follow up, if the OPA were to be found by a court to have repudiated the contract, would the OPA be able to rely on 
the exclusion clause related to consequential damages? 

Thanks again for this. 

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 

From: Smith, Elliot [mailto:ESmith@osler.com] 
Sent: Thursday, February 03, 2011 07:04 PM 
To: Michael Killeavy; Deborah Langelaan 
Cc: Ivanoff, Paul <Pivanoff@osler.com>; Sebastiane, Rocco <RSebastiano@osler.com> 
Subject: RE: Opinion on Residual Value .... 

Michael/Deb, 

As discussed, we have had a lawyer in our research group look into the question of whether the salvage value of 
TCE's facility is encompassed by the words of the OPA's October 7 letter to TCE. I've set out below his 
preliminary findings. 

Based on the standard principal of damages at common law, if we look at the benefit of the contract to TCE, it 
includes both the 20-year revenue stream from the OPA and whatever TCE is left with at the end of the term. In 
other words, on an assessment of the expectation value of damages of the contract, we would typically expect 
the residual value would factor in. This result is more intuitive if you look to an analogy that goes the other 
way. For example, if this were a nuclear power plant rather than a gas-fired power plant, we would expect to 
discount the significant decommissioning costs from any lost profits in calculating the damages for breach of 
contract. 
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That said, although we would expect the residual value of the facility to factor into an assessment of damages, it 
is necessary to take into account a significant contingency in the residual value to reflect the possibility that the 
facility either does not exist or does not function in 20 years. In this particular case, that contingency would also 
need to take into account the considerable uncertainty around both the price of gas and the price of electricity in 
20 years. 

There was very little case law on point, but we did find one case that considered the concept of salvage value. It 
was a dispute between Air Canada and Ticketnet, who were partnering to develop an e-ticketing application. 
When the application was partially complete, Air Canada was to finish it and share the fmal product with 
Ticketnet. A dispute arose and Air Canada refused to fmish the application or permit Ticketnet to finish the 
application. Ticketnet sued Air Canada for loss of profits. In calculating its lost profits, Ticketnet did not 
include any residual value for the software. The trial judge found that the lack of residual value constituted a 
conservative assumption by Ticketnet, and in part used this to draw his conclusion that the valuation was a 
reasonable one. This analysis was affirmed by the Ontario Court of Appeal. From this point, it can be inferred 
that the court considered residual value to be a valid head of damage since if the court did not, it would not 
have seen the exclusion of residual value as a conservative assumption. 

With respect to the words of the October 7 letter, it references "reasonable damages .. .including the anticipated 
fmancial value of the Contract." As written, the words "anticipated financial value of the Contract" are 
encompassed as part of the "reasonable damages" and not a stand-alone or separate head of damages. From this 
we would tend to draw the conclusion that the words of the letter do not change the analysis of the damages 
resulting from a breach of the contract since the letter itself only promises "reasonable damages". 

Lastly, as you know there is an exclusion of consequential damages (including loss of profits) set out in the 
agreement, so to the extent that was applicable, it would considerably change the overall analysis of the 
damages for breach of contract. 

I hope this has been helpful. Please let us know if you have any follow-up questions or comments. 

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 

X r··~·,r-· _,, 
-----Original Message-----
From: Michael Killeavy [mailto:Michael.Killeavy@powerauthority.on.ca] 
Sent: Thursday, February 03, 2011 5:17 PM 
To: Sebastiana, Rocco 
Cc: Deborah Langelaan; Smith, Elliot; Ivanoff, Paul 
Subject: Re: Opinion on Residual Value .... 
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We need this as soon as you can provide it and no later than Monday afternoon. Sorry to jam 
you. 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
129 Adelaide St. West, Suite 1699 
Toronto, Ontario, M5H 1T1 
416-969-6288 (office) 
416-969-6971 (fax) 
416-529-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 

Original Message. -----
From: Sebastiane, Rocco [mailto:RSebastiano@osler.com] 
Sent: Thursday, February 93, 2811 94:58 PM 
To: Michael Killeavy 
Cc: Deborah Langelaan; Smith, Elliot <ESmith@osler.com>; Ivanoff, Paul <Pivanoff@osler.com> 
Subject: RE: Opinion on Residual Value ••.. 

We have one of our lawyers in our research group doing some research on the issue to see if 
there has been any case law on this as it is a bit of an esoteric point. We'll try to get 
our memo revised in the next couple of days to consider this issue. 

Given that this is also a commercial/business point as opposed to simply a legal 
interpretation issue, I wonder whether it would make sense to get someone at a financial 
advisory firm like Macquarie's (for example, Paul Bradley) or someone like Rob cary to weigh 
in on this point. The benefit of this is that if we end up having to negotiate the issue 
"anticipated financial value of the Contract" someone with Paul's or Rob's background on 
project financing and financial modelling would be able to assist us in ways that Safouh 
cannot given that his background is more on the technical aspects of the project. 

Regards, Rocco 

-----Original Message-----
From: Michael Killeavy [mailto:Michael.Killeavy@powerauthority.on.ca] 
Sent: Thursday, Feb·ruary B3, 2911 4:25 PM 
To: Sebastiane, Rocco 
Cc: Deborah Langelaan 
Subject: Opinion on Residual Value •... 

Rocco, 

When might we get your opinion on whether residual value of a project might reasonably 
considered as damages for a breach of contract? 

We need to meet with TCE next week to "negotiate" alleged loss of profit on OGS and it would 
be helpful to have your opinion before we meet. 

Thanks, 
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, MSH 1T1 
416-969-6288 (office) 
416-969-6071 (fax) 
416-520-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 

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

If you have received this message in error, or are not the named 
recipient(s), please notify the sender immediately and delete this 
e-mail message. 

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

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

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

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

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

Susan Kennedy 
February4, 2011 8:21AM 
Michael Killeavy · 
Bonny Wong; Terry Gabriele; Michael Lyle 
Financial Audit 2010- Osler Audit Letter 
20110204091233.pdf 

Attached is the current Audit Letter for Osiers. I have confirmed that Rocco is fine re the TCE description. He mentioned 
Greenfield South when we were chatting, which I believe is the GCG matter. 

I believe that the "evaluation" of the matter is the same as for TCE; however, I don't know enough about the matter to 
describe it. Can I trouble_ you to _provide the text for the description (and the evaluation if you think something is more 
appropriate for GCG than what we said for TCE). 

If you flip the text to me and Bonny Wong (cc'd on this letter). Finance wiil update the Jetter for signature by Michael Lyle 

Thanks, 

Susan H. Kennedy 
Director, Corporate/Commercial Law Group 
Ontario Power Authority 
T: 416-969-6054 
F: 416-969-6383 
E: susan.kennedy@powerauthority.on.ca 
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Osler, Hoskfu & Harcourt LLP 
1 First Canadian Place 
Toronto, ON, M5X 1B8 

Attention: Mr. Rocco Sebastiano 

January 24, 2011 

Dear Sir(s): 

·1·20 Adelaide Stre~t w~Sf ·: 
·suite 16oo ·~: ·· · · · 
Toronto," Ontario M5H rt1 

T 416-967~7474 
. F 416·967-1947 

www.Powera:uthority.on.ca: 

In connection with the preparation and audit of our fmancial statements for the fiscal period ended December 31, 20 I 0, 
we bave made th\' following evaluations of claims and possible claims with respect to which your frrm's advice or 
representation has been sought: 

Description 

TransCanada and Ontario Power 
Authority - In light of the Ontario 
Government's announcement with respect 
to the Oakville Generating Station, that 
the gas plant in Oakville is no longer 
needed and the plant will not proceed, 
TransCanada and Ontario Power 
Authority (OPA) have begun discussions 
where both sides have mutually agree to 
terminate the contract and are in the 
process of discussing reasonable payments 
TransCanada is entitled to. 

Evaluation 

Likelihood of loss is not 
determinable and the amount is 
not reasonably estimable. 

Would you please advise us, as of February 2, 2011, on the following points: 

(a) Are the claims and possible claims properly described? 

(b) Do you consider that our evaluations are reasonable? 

(c) Are you aware of any claims not listed above which are outstanding? If so, please include in your response 
letter the names of the parties and the amount claimed. 



Ontario Power Authority 

This enquiry is made in accordance with the Joint Policy Statement of January 1978 approved by The Canadian Bar 
Association and the Auditing Standards Committee of The Canadian Institute of Chartered Accountants. 

Please address your reply, marked "Privileged and Confidential," to this company and send a signed copy of the reply 
directly to our auditors, KPMG LLP, Attention: Sandra Chin via email at schiu1@kpmg.ca 

Yours truly, 

Michael Lyle 

General Council and VP Legal 
cc: KPMGLLP 



Aleksandar Kojic 

From: Michael Killeavy 
Sent: February A, 2011 8:30AM 
To: 
Cc: 
Subject: 

Susanl(e~nedy .· . . .. · . . ·. . .. · 
·Bonny Wong; Teriy Gabriele; Michael Lyle 
RE: Financial Audit 2010- Osier Audit Letter 

Will do. Thx 

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: Susan Kennedy 
Sent: Fri 84-Feb-11 8:28 AM 
To: Michael Killeavy 
Cc: Bonny Wong; Terry Gabriele; Michael Lyle 
Subject: Financial Audit 2818 - Osler Audit Letter 

Attached is the current Audit Letter for· Osiers. I have confirmed that Rocco is fine re the 
TCE description. He mentioned Greenfield South when we were chatting, which I believe is the 
GCG matter. 

I believe that the "evaluation" of the matter is the same as for TCE; however, I don't know 
enough about the matter to describe it. Can I trouble you to provide the text for the 
description (and the evaluation if you think something is more appropriate for GCG than what 
we said for TCE). 

If you flip the text to me and Bonny Wong (cc'd on this letter). Finance wiil update the 
letter for signature by Michael Lyle 

Thanks, 

Susan H. Kennedy 

Director, Corporate/Commercial Law Group 

Ontario Power Authority 
1 
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Aleksandar Kojic 

From: Anshul Mathur 
Sent: February 4, 2011 9:48AM 
To: 
Subject: 

Michael Killeavy; Deborah Langelaan 
RE: TCE Matter- OGS Financial Model 

*** CONFIDENTIAL AND WITHOUT PREJUDICE - PREPARED IN CONTEMPLATION OF LITIGATION *** 

Hi Michael, 
I will do some research. From speaking with Kevin a few days back, he did calculate the cost 
of Equity using CAPM (not from financial statements). Anwyays, let me work on Cost of Debt 
and Equity values. 

Also, I am still working on the model for NRR but here is my approach: 

Calculate the NRR and NPV for K-W based on the following: 
1. Variable K-W Capex ($400MM to $689MM) 2. Variable K-W Term (20 - 30 years) 3. Calculate 
OGS Profits with two variables - Term of Last 10 years and Return of Last 10 years. 

I am trying to match the NPV of OGS and K-W in various scenarios mentioned above to see what 
our NRR for K-W would look like in each of those cases. 

Anshul 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 9:34 AM 
To: Deborah Langelaan; Anshul Mathur 
Subject: TCE Matter - OGS Financial Model 
Importance: High 

*** CONFIDENTIAL AND WITHOUT PREJUDICE - PREPARED IN CONTEMPLATION OF LITIGATION *** 

Anshul, 

Could you please do a little bit of research using TransCanada published financial statements 
for the last five years to arrive at an average cost of equity for energy projects and the 
cost of its LT debt on a weighted-average basis? Also, what is the energy business effective 
corporate tax rate? 

I think that Kevin was doing something like this for one of his MBA courses, so he may have 
some of this done or can point you in the right direction anyway. I've been assuming an cost 
of equity of 9% and cost of debt of 7%, but I'm not sure if this is right. 

Thanks, 
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) 

1 



e3·uo·A+1~04+ne~aMod@AAeaii1~"Ia2431W 
(IIa3) 88L6-0ZS-9tv 
(xe~) tL09-696-9tv 



Aleksandar Kojic 

From: 
Sent: 
To: 
Subject: 

Michael Killeavy 
February 4, 2011 9:50AM 
Anshul Mathur; Deborah Langelaan 
RE: TCE Matter- OGS Financial Model 

CAPM is good too. I'd be interested in the comparison. There are lot's of utilities betas 
out there, but the energy business is more risky, so I'd be interested in what he used for a 
beta .. Do you happen to know? 

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

-----Original Message----
From: Anshul Mathur 
Sent: Fri 04-Feb-11 9:48 AM 
To: Michael Killeavy; Deborah Langelaan 
Subject: RE: TCE Matter - OGS Financial Model 

*** CONFIDENTIAL AND WITHOUT PREJUDICE - PREPARED IN CONTEMPLATION OF LITIGATION *** 

Hi Michael, 
I will do some research. From speaking with Kevin a few days back, he did calculate the Cost 
of Equity using CAPM (not from financial statements). Anwyays, let me work on Cost of Debt 
and Equity values. 

Also, I am still working on the model for NRR but here is my approach: 

Calculate the NRR and NPV for K-W based on the following: 
1. Variable K-W Capex ($400MM to $689MM) 2. Variable K-W Term (20 - 30 years) 3. Calculate 
OGS Profits with two variables - Term of Last 10 years and Return of Last 16 years. 

I am trying to match the NPV of OGS and K-W in various scenarios mentioned above to see what 
our NRR for K-W would look like in each of those cases. 

Anshul 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 9:34 AM 
To: Deborah Langelaan; Anshul Mathur 
Subject: TCE.Matter- OGS Financial Model 
Importance: High 

*** CONFIDENTIAL AND WITHOUT PREJUDICE - PREPARED IN CONTEMPLATION OF LITIGATION *** 
1 



Anshul, 

Could you please do a little bit of research using TransCanada published financial statements 
for the last five years to arrive at an average cost of equity for energy projects and the 
cost of its LT debt on a weighted-average basis? Also, what is the energy business effective 
corporate tax rate? 

I think that Kevin was doing something like this for one of his MBA courses, so he may have 
some of this done or can point you in the right direction anyway. I've been assuming an cost 
of equity of 9% and cost of debt of 7%, but I'm not sure if this is right. 

Thanks, 
Michael 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
126 Adelaide St. West, Suite 1666 
Toronto, Ontario, MSH 1T1 
416-969-6288 (office) 
416-969-6671 (fax) 
416-526-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 
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Aleksandar Kojic 

From: Anshul Mathur 
Sent: February 4, 2011 9:54AM 
To: 
Subject: 

Michael Killeavy; Deborah Langelaan 
RE: TCE Matter - OGS Financial Model 

From speaking with him, he used a really low beta (based on internet search for TransCanada 
as a company - not sure whether he used it specifically for energy business) and apparently 
his Cost of Equity was lower than Cost of Debt - which makes me a little uncomfortable. To 
confirm some of these numbers, I am going to try and get Cost of Debt and Equity and compare 
it with other companies such as Transalta I Capital Power I ATCO or other comparable publicly 
traded companies. 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, .2011 9:50 AM 
To: Anshul Mathur; Deborah Langelaan 
Subject: RE: TCE Matter- OGS Financial Model ..•. 

CAPM is good too. I'd be interested in the comparison. There are lot's of utilities betas 
out there, but the energy business is more risky, so I'd be interested in what he used for a 
beta. Do you happen to know? 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
120 Adelaide St. West, Suite 1600 
Toronto, Ontario, MSH 1T1 
416-969-6288 (office) 
416-969-6071 (fax) 

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

-----Original Message----
From: Anshul Mathur 
Sent: Fri 04-Feb-11 9:48 AM 
To: Michael Killeavy; Deborah Langelaan 
Subject: RE: TCE Matter - OGS Financial Model 

*** CONFIDENTIAL AND WITHOUT PREJUDICE - PREPARED IN CONTEMPLATION OF LITIGATION *** 

Hi Michael, 
I will do some research. From speaking with Kevin a few days back, he did calculate the Cost 
of Equity using CAPM (not from financial statements). Anwyays, let me work on Cost of Debt 
and Equity values. 

Also, I am still working on the model for NRR but here is my approach: 

Calculate the NRR and NPV for K-W based on the following: 
1. Variable K-W Capex ($400MM to $689MM) 2. Variable K-W Term (20 - 30 years) 3. Calculate 
OGS Profits with two variables - Term of Last 10 years and Return of Last 10 years. 
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I am trying to match the NPV of OGS and K-W in various scenarios mentioned above to see what 
our NRR for K-W would look like in each of those cases. 

Anshul 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 9:34 AM 
To: Deborah Langelaan; Anshul Mathur 
Subject: TCE Matter - OGS Financial Model 
Importance: High 

*** CONFIDENTIAL AND WITHOUT PREJUDICE - PREPARED IN CONTEMPLATION OF LITIGATION *** 

Anshul, 

Could you please do a little bit of research using TransCanada published financial statements 
for the last five years to arrive at an average cost of equity for energy projects and the 
cost of its LT debt on a weighted-average basis? Also, what is the energy business effective 
corporate tax rate? 

I think that Kevin was doing something like this for one of his MBA courses, so he may have 
some of this done or can point you in the right direction anyway. I've been assuming an cost 
of equity of 9% and cost of debt of 7%, but I'm not sure if this is right. 

Thanks, 
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: 

Michael Killeavy 
February 4, 2011 9:58 AM 

To: 
Subject: 

Anshul Mathur; Deborah Langelaan 
RE: TCE Matter - OGS Financial Model 

*** PRIVILEGED AND CONFIDENTIAL - PREPARED IN CONTEMPLATION OF LITIGATION *** 

As for the analysis, we should focus on what Colin wants: 

If the plant NRR is $15,000/MW-month and contract term is 25 years, what is NPV of the free 
cash flows to equity, i.e., "profit after-tax." Use a $654M CAPEX and $35M sunk OGS costs 
and Contract capacity-of 500-MW. 

From this we can see how far away we are from the alleged $503 million NPV. We are then just 
arguing about the difference. It likely will save time. Don't worry about scenarios right 
now. Let's get the lay of the land, so to speak, and then see how it can be adjusted to 
produce other outcomes. 

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

-----Original Message----
From: Anshul Mathur 
Sent: Fri 04-Feb-11 9:48 AM 
To: Michael Killeavy; Deborah Langelaan 
Subject: RE: TCE Matter - OGS Financial Model 

*** CONFIDENTIAL AND WITHOUT PREJUDICE - PREPARED IN CONTEMPLATION OF LITIGATION *** 

Hi Michael, 
I will do some research. From speaking with Kevin a few days back, he did calculate the Cost 
of Equity using CAPM (not from financial statements). Anwyays, let me work on Cost of Debt 
and Equity values. 

Also, I am still working on the model for NRR but here is my approach: 

Calculate the NRR and NPV for K-W based on the following: 
1. Variable K-W Capex ($400MM to $689MM) 2. Variable K-W Term (20 - 30 years) 3. Calculate 
OGS Profits with two variables - Term of Last 10 years and Return of Last 10 years. 

I am trying to match the NPV of OGS and K-W in various scenarios mentioned above to see what 
our NRR for K-W would look like in each of those cases. 

Anshul 
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-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 9:34 AM 
To: Deborah Langelaan; Anshul Mathur 
Subject: TCE Matter - OGS Financial Model 
Importance: High 

*** CONFIDENTIAL AND WITHOUT PREJUDICE - PREPARED IN CONTEMPLATION OF LITIGATION *** 

Anshul, 

Could you please do a little bit of research using TransCanada published financial statements 
for the last five years to arrive at an average cost of equity for energy projects and the 
cost of its LT debt on a ,weighted-average basis? Also, what is the energy business effective 
corporate tax rate? 

I think that Kevin was doing something like this for one of his MBA courses, so he may have 
some of this done or can point you in the right direction anyway. I've been assuming an cost 
of equity of 9% and cost of debt of 7%, but I'm not sure if this is right. 

Thanks, 
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: 

Michael Killeavy 
February 4,2011 9:58AM 

To: 
Subject: 

Anshul Mathur; Deborah Langelaan 
RE: TCE Matter- OGS Financial Model 

That doesn't sound right. The energy beta would have to be much greater than 1 - more likely 
1.5 to 1.75, or so. TC has two distinct businesses (1) regulated utility, which is low risk 
and (2) energy business, which is relatively higher risk. We need to focus on the latter, 
not the former. 

Check the analyst teleconferences if they post recordings. Sometimes they'll get into 
discussions on returns, etc. 

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

-----Original Message----
From: Anshul Mathur 
Sent: Fri 04-Feb-11 9:54 AM 
To: Michael Killeavy; Deborah Langelaan 
Subject: RE: TCE Matter - OGS Financial Model 

From speaking with him, he used a really low beta (based on internet search for TransCanada 
as a company - not sure whether he used it specifically for energy business) and apparently 
his Cost of Equity was lower than Cost of Debt - which makes me a little uncomfortable. To 
confirm some of these numbers, I am going to try and get Cost of Debt and Equity and compare 
it with other companies such as Transalta I Capital Power I ATCO or other comparable publicly 
traded companies. 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 9:50AM 
To: Anshul Mathur; Deborah Langelaan 
Subject: RE: TCE Matter- OGS Financial Model •••. 

CAPM is good too. I'd be interested in the comparison. There are lot's of utilities betas 
out there, but the energy business is more risky, so I'd be interested in what he used for a 
beta. Do you happen to know? 

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

-----Original Message----
From: Anshul Mathur 
Sent: Fri 04-Feb-11 9:48 AM 
To: M1chael Killeavy; Deborah Langelaan 
Subject: RE: TCE Matter - OGS Financial Model 

*** CONFIDENTIAL AND WITHOUT PREJUDICE - PREPARED IN CONTEMPLATION OF LITIGATION *** 

Hi Michael, 
I will do some research. From speaking with Kevin a few days back, he did calculate the Cost 
of Equity using CAPM (not from financial statements). Anwyays, let me work on Cost of Debt 
and Equity values. 

Also, I am still working on the model for NRR but here is my approach: 

Calculate the NRR and NPV for K-W based on the following: 
1. Variable K-W Capex ($400MM to $689MM) 2. Variable K-W Term (20 - 30 years) 3. Calculate 
OGS Profits with two variables - Term of Last 10 years and Return of Last 10 years. 

I am trying to match the NPV of OGS and K-W in various scenarios mentioned above to see what 
our NRR for K-W would look like in each of those cases. 

Anshul 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 9:34AM 
To: Deborah Langelaan; Anshul Mathur 
Subject: TCE Matter - OGS Financial Model 
Importance: High 

*** CONFIDENTIAL AND WITHOUT PREJUDICE - PREPARED IN CONTEMPLATION OF LITIGATION *** 

Anshul, 

Could you please do a little bit of research using TransCanada published financial statements 
for the last five years to arrive at an average cost of equity for energy projects and the 
cost of its LT debt on a weighted-average basis? Also, what is the energy business effective 
corporate tax rate? 

I think that Kevin was doing something like this for one of his MBA courses, so he may have 
some of this done or can point you in the right direction anyway. I've been assuming an cost 
of equity of 9% and cost of debt of 7%, but I'm not sure if this is right. 

Thanks, 
Michael 

Michael Killeavy, LL.B., MBA, P.Eng. 
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Director, contract Management 
Ontario Power Authority 
120 Adelaide St. West, Suite 1600 
Toronto, Ontario, MSH 1Tl 
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: 

February 4, 2011 10:28 AM 
Deborah Langelaan; Anshul Mathur · 
RE: TransCanada Corp ~ beta 

Ok. Maybe use the financial statements to see what sorts of return equity gets. 

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

-----Original Message----
From: Deborah Langelaan 
Sent: Fri 04-Feb-11 10:22 AM 
To: Michael Killeavy; Anshul Mathur 
Subject: RE: TransCanada Corp - beta 

Yes 

Deborah Langelaan I Manager, Natural Gas ProjectsiOPA I Suite 1600 - 120 Adelaide St. W. I 
Toronto, ON M5H 1T1 I 
T: 416.969.6052 I F: 416.967.19471 deborah.langelaan@powerauthority.on.ca 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 10:20 AM 
To: Anshul Mathur; Deborah Langelaan 
Subject: RE: TransCanada Corp - beta 

OK. Are there financial statements for the just the energy business? 

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-----
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From: Anshul Mathur 
Sent: Fri 04-Feb-11 10:14 AM 
To: Michael Killeavy; Deborah Langelaan 
Subject: RE: Transcanada Corp - beta 

Transcanada is split into two business segments - Pipelines and Energy. 

They are one publicly traded Common· Stock and others seem preferred shares or some other 
units of Equity (not common equity). 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 10:11 AM 
To: Deborah Langelaan; Anshul Mathur 
Subject: RE: TransCanada Corp - beta 

Is TCE a subsidiary of TransCanada Corp? 

It would have to be separate from the pipeline business. 

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

-----Original Message----
From: Deborah Langelaan 
Sent: Fri 04-Feb-11 10:10 AM 
To: Michael Killeavy; Anshul Mathur 
Subject: RE: Transcanada Corp - beta 

Transcanada has two publically traded companies: TransCanada Corp and Transcanada Pipeline. 

Deborah Langelaan I Manager, Natural Gas ProjectsiOPA I 
Suite 1600 - 120 Adelaide st. W. I Toronto, ON M5H 1T1 I 
T: 416.969.6052 I 'F: 416.967.19471 deborah.langelaan@powerauthority.on.ca 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 10:07 AM 
To: Deborah Langelaan; Anshul Mathur 
Subject: RE: TransCanada Corp - beta 

Thanks. That must be utility beta. 

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, MSH 1T1 
416-969c6288 (office) 
416-969-6071 (fax) 
416-520"9788 (cell) 
Michael.killeavy@powerauthority.on.ca 

-----Original Message----
From: Deborah Langelaan 
Sent: Fri 04-Feb-11 10:06 AM 
To: Anshul Mathur 
Cc: Michael Killeavy 
Subject: TransCanada Corp - beta 

The link below will take you to TransCanada's published Beta - 0.363 

Deb 

http://www.theglobeandmail.com/globe-investor/markets/stocks/summary/?q~trp-T 
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Aleksandar Kojic 

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

John; 

Deborah Langelaan 
February 4, 2011 10:52 AM 
'John Mikkelsen' 
Michael Killeavy; 'Rocco Sebastiana (rsebastiano@osler.com)' 
Designation Letter 
OPA_FIPPA_Designation_PP _Presentation_20110204.pdf · 

Please find attached the OPA's letter designating TransCanada's PowerPoint presentation 
presented to the OPA on January 25, 2011 pursuant to Section 25.13(3) of the Electricity Act 
1998. 

It would be greatly appreciated if TCE would forward an unredacted version of the referenced 
presentation at its earliest convenience. 

Kind Regards, 
Deb 

The message is ready to be sent with the following file or link attachments: 

OPA_FIPPA_gesignation_PP_Presentation_20110204 

Note: To protect against computer viruses, e-mail programs may prevent sending or receiving 
certain types of file attachments. Check your e-mail security settings to determine how 
attachments are handled. 
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ONTARIO., 
POWER AUTHORITY (.#' 

ONTARIO POWER AUTHORITY 
Designation Pursuant To Section 25.13(3) of the Electricity Act, 1998 

Article I. Authority for Designation 

Section 1.01 Section 25.13(3) of the Electricity Act, 1998 provides that a record that is 
designated by the Ontario Power Authority as confidential-or highly confidential shall be deemed, 
for the plllJlose of section l 7 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. 

Article II. Effect of Designation 

Section 2.01 Section 17(l)(a) of the Freedom of Information and Protection of Privacy Act 
provides that a head sball refuse to disclose a record that reveals a trade secret or scientific, 
technical, commercial, financial or labour relations information, supplied in confidence implicitly 
or explicitly, where the disclosure could reasonably be expected to, prejudice significaotly the 
competitive position or interfere significantly with the contractual or other negotiations of a 
person, group of persons, or orgaoization. 

Section 2.02 The undersigned is the designated head of the Ontario Power Authority pursuaot 
to Regulation made under the Freedom of Information and Protection of Privacy Act (R.R.O. 
1990, Regulation 460). 

Article III. Designation 

The following record is hereby designated pursuant to section 25.13(3) of the Electricity Act, 
1998: 

TransCanada PowerPoint presentation to the OPA on January25, 2011 titled 
"Proposed Ontario SCGT Project- Execution and Preliminary Capital Cost Review", 
filename "251

" Jan 2011 -Capex and Construction Strategy Review R1.ppt" 

DATED this 41
• day of February, 2011. 

\ 

Colin An~ 
Chief Executive Officer 



Aleksandar Kojic 

From: 
Sent: 

Anshul Mathur 
February4, 20111:15 PM 

To: Michael Killeaity; Deborah Langelaan 
Subject: 
Attachments: 

RE: TransGahada Energy Ltd Corporate Structure 
Cost ofCapital.ppt 

*** CONFIDENTIAL AND WITHOUT PREJUDICE - PREPARED IN CONTEMPLATION OF LITIGATION *** 

See attached the Cost of Capital Models. I have put that in a power point to make it an easy read. 

From: Michael Killeavy 
Sent: February 4, 201111:33 AM 
To: Anshul Mathur; Deborah Langelaan 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

Thank you both. 

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

From: Anshul Mathur 
Sent: Friday, February 04, 2011 11:32 AM 
To: Deborah Langelaan 
Cc: Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Thanks Deb. I found a bunch of information in their Financial Statements regarding Cost of Debt and Return on Equity 
(Targeted and Actual). I will be sending that out shortly. 

From: Deborah Langelaan 
Sent: February 4, 201111:31 AM 
To: Anshul Mathur 
Cc: Michael Killeavy 
Subject: TransCanada Energy Ltd Corporate Structure 

Anshul; 

Attached is a hodgepodge of corporate info on TCE. 

Deb 
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Assumptions Used 

Getting the 
Effective Tax Rate 

To estimate 
Transcanada Energy's 
Beta 

Transcanada Tax Rates 
< • 

2004 26.70% 

2005 28.90% . 

2006 18.75% 

2007 27.70% 

2008 27.71% 

2009 20.77% 

Avg. Efective Tax Rates 25.09% 

Comparable Companies to calculate Beta 

Weighting of similarities Beta 

Capital Power 6 3. 798 

Transalta 24 

Enbridge Energy 24 

Duke Energy 16 

Edison International 12 

0.792 

0.785 

0.405 

0.607 

1.138 

3.73 

0.374 

Brookfield Asset 6 

Ameresco 6 

A teo 6 

Aver~ 100 1.05852 

ONTARIO~. 
POWER AUTHORITY L! 



Cost of Capital using CAPM 

lc:ost of Eauitv: Based on CAPM Model 
~ _. ,_ -··:-~_-;;~~>::-ii;~·i')·;:-

Risk Free Rat~(10-year Cdn Govt Bond, 2009) . .,. ·'·'3.86% 

h-ranscanada beta 1.01 

Cost of Equity (CAPMl 7.95% 

Cost of Debt (Actual Values from Financial Statements) 

nterst on LonQ-Term Debt (in 2009) 
··.;;~ .. · $··· .····.•· 

LonQ Term Debt (Market Value) 
.--~ 

jj(,, 

Effective Cost of Debt 6.63% 

Effective Tax Rate (Average of 6 years) 25.09% 

b.ostofDebt(afterTaxes) 4.97% 

bebt I Capital Ratio 
-~ 

. 

~quity I Capital Ratio 20% 

~ost of Capitai_(Weightedl 5.56"/c 

ONTARIO I 
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Cost of Capital using Financial Statement 

I 

Cost of Equity: Based on Financial Statements 

Return on Equity (Net Income IS. Equity) . 9.80% 

Dividend Yield 4.80% 

otal Shareholder Return 14.40% 

Cost of Debt (Actual Values from Financial Statements) 
... '·' · .... _; ·, 

lnterst on Long-Term Debt (in 2009) $ , .. ''1'285 
·. ·· .. _·.r. r:· x·· . y 

Long Term Debt (Market Value) , .. $' .. . '.19 377 

Effective Cost of Debt 6.63% 

Effective Tax Rate (Averaoe of 6 vearsl 25.09% 

b.ost of Debt (after Taxes) 4.97% 

. ... . . · ' '· 

. 

bebt I Capital Ratio ...• 80% 

Equity_! Capital Ratio 20% 

Cost of Capital (Weighted) 6.85% 

ONTARIO I 
POWER AUTHORITY (/I 



Aleksandar Kojic 

From: Michael Killeavy 
Sent: February 4, 2011 1:20 PM . . 
To: Susan Kennedy; Michael Lyle; Deborah Langelaan; JoAnne Butler; 'rsebastiano@osler.com'; 

'ESmith@osler.com' · · · · 
. Subject: RE: Latest Attempt at Directive 

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). 
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All input welcome and appreciated. 

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 <mailto:susan.kennedy@powerauthority.on.ca> 
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Aleksandar Kojic 

From: 
Sent: 

Deborah Langelaan 
February 4, 2011 1:28 PM 

To: .. 
Subject: 

Michael Kil!eavy; Susan. Kennedy; Michael Lyle; JoAnne Butler; "; " 
RE: Latest Attempt at Directive · · 

I specifically asked Susan to include Contract Capacity of 4S0 MW but based on yesterday's 
discussions it looks like we need a little wiggle room. Perhaps the language could be 
"approximately 450 MW". 

Deb 

Deborah Langelaan I Manager, Natural Gas ProjectsiOPA I Suite 1600 - 120 Adelaide St. W. 1 
Toronto, ON M5H 1T1 I 
T: 416.969.6052 I F: 416.967.19471 deborah.langelaan@powerauthority.on.ca I 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 1:20 PM 
To: Susan Kennedy; Michael Lyle; Deborah Langelaan; JoAnne Butler; 'rsebastiano@osler.com'; 
'ESmith@osler.com' 
Subject: RE: Latest Attempt at Directive 

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 
Onta.rio 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: 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 
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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 

Ontario Power Authority 

T: 416-969-6054 

F: 416-969-6383 

E: susan.kennedy@powerauthority.on.ca <mailto:susan.kennedy@powerauthority.on.ca> 
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Aleksandar Kojic 

From: Michael Lyle 
Sent: 
To: 
Subject: 

February 4, 2011 1:29 PM . . . . .. . . 
Deborah Langelaan: Michael Killeavy; Susan Kennedy; JoAnne Butler; "; " 
RE: Latest Attempt at Directive· 

Other option is "up to 500 MW". 

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: Deborah Langelaan 
Sent: February 4, 2011 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 450 MW but based on yesterday's 
discussions it looks like we need a little wiggle room. Perhaps the language could be 
"approximately 450 MW". 

Deb 

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

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 1:20 PM 
To: Susan Kennedy; Michael Lyle; Deborah Langelaan; JoAnne Butler; 'rsebastiano@osler.com'; 
'ESmith@osler.com' 
Subject: RE: Latest Attempt at Directive 

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. 
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Is it possible to mention the 7 October 2818 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 2818 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 
128 Adelaide St. West, Suite 1688 
Toronto, Ontario, M5H 1T1 
416-969-6288 (office) 
416-969-6871 (fax) 
416-528-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 

-----Original Message----
From: Susan Kennedy 
Sent: Fri 84-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 

Ontario Power Authority 

T: 416-969-6854 
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F: 416-969-6383 

E: susan.kennedy@powerauthority.on.ca <mailto:susan.kennedy@powerauthority.on.ca> 
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Aleksandar Kojic 

From: 
Sent: 

Michael Killeavy 
February 4, 2011 1.:34 PM 

To: Anshul Mathur; Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

**** PRIVILEGED AND CONFIDENTIAL - PREPARED IN CONTEMPLATION OF LITIGATION *** 

This is good. I think the CAPM result is a bit low. I like the financial statement analysis 
value better. It seems intuitively right. 

Anshul, 

Now, the reason why I asked for this. At yesterday's meeting the TCE folks indicated that 
the 5.25% was a blended rate and that the residual value could be discounted at a higher 
value, but that in the end it was still $500M. I have been thinking about this, and I don't 
see how the residual value could be discounted at a significantly higher discount rate, 
unless the contract cash flows over the term were discounted dirt cheap, i.e., well below 
TCE's cost of capital. This doesn't make much sense to me. When you have some time, can you 
please try a few model runs with the OGS model to see what the contract cash flows would need 
to be discounted at to still arrive at an NPV of %503M, if the residual casn flows were 
discounted at say 10%, 15% and 20%. Assume that the pre-COD CAPEX cash flows and contract 
cash flows are discounted at the same rate. 

Deb, 

I believe in the TCE proposal to the SWGTA RFP it said that the project would be funded 
entirely with equity. Is this correct? 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
120 Adelaide st. West, Suite 1600 
Toronto, Ontario, M5H 1T1 
416-969-6288 (office) 
416-969-6071 (fax) 
416-528-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 

-----Original Message----
From: Anshul Mathur 
Sent: Fri 04-Feb-11 1:14 PM 
To: Michael Killeavy; Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

*** CONFIDENTIAL AND WITHOUT PREJUDICE - PREPARED IN CONTEMPLATION OF LITIGATION *** 
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See attached the Cost of Capital Models. I have put that in a power point to make it an easy 
read. 

From: Michael Killeavy 
Sent: February 4, 2011 11:33 AM 
To: Anshul Mathur; Deborah Langelaan 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

Thank you both. 

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

From: Anshul Mathur 
Sent: Friday, February 04, 2011 11:32 AM 
To: Deborah Langelaan 
Cc: Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Thanks Deb. I found a bunch of information in their Financial Statements regarding Cost of 
Debt and Return on Equity (Targeted and Actual). I will be sending that out shortly. 

From: Deborah Langelaan 
Sent: February 4, 2011 11:31 AM 
To: Anshul Mathur 
Cc: Michael Killeavy 
Subject: TransCanada Energy Ltd Corporate Structure 

Anshul; 
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Attached is a hodgepodge of corporate info on TCE. 

Deb 
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Aleksandar Kojic 

From: 
Sent: 

Michael Killeavy 
February 4, 2011 1:34 PM 

To: 
Subject: 

Michael Lyle; Deborah Langelaan; Susan Kennedy; JoAnne Butler; "; " 
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) 
416-969-6e71 (fax) 
416-S2e-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 16ee 
Toronto, Ontario, MSH 1T1 
Direct: 416-969-6e35 
Fax: 416.969.6383 
Email: michael.lyle@powerauthority.on.ca 

I I • I I 

J 

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, 6r 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, 2e11 1:28 PM 
To: Michael Killeavy; Susan Kennedy; Michael Lyle; JoAnne Butler; ; 
Subject: RE: Latest Attempt at Directive 
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I specifically asked Susan to include Contract Capacity 
discussions it looks like we need a little wiggle room. 
"approximately 4Se MW". 

Deb 

of 45e MW but based on yesterday's 
Perhaps the language could be 

Deborah Langelaan I Manager, Natural Gas ProjectsiDPA I Suite 16ee - 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, 2e11 1:2e PM 
To: Susan Kennedy; Michael Lyle; Deborah Langelaan; JoAnne Butler; 'rsebastiano@osler.com'; 
'ESmith@osler.com' 
Subject: RE: Latest Attempt at Directive 

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 2e1e 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 2e1e 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 
12e Adelaide St. West, Suite 16ee 
Toronto, Ontario, MSH 1T1 
416-969-6288 (office) 
416-969-6e71 (fax) 
416-52e-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 

-----Original Message----
From: Susan Kennedy 
Sent: Fri e4-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. 
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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 

Ontario Power Authority 

T: 416-969-6054 

F: 416-969-6383 

E: susan.kennedy@powerauthority.on.ca <mailto:susan.kennedy@powerauthority.on.ca> 
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Aleksandar Kojic 

From: Deborah Langelaan 
Sent: 
To: 

February 4, 2011 1:39 PM 
Michael Killeavy; Anshul Mathur 

Subject: RE: TransCanada Energy Ltd Corporate Structure 

Yes, in TCE's Executive summary that was submitted as part of their sw GTA Proposal they are 
quoted as saying •.• "One hundred percent (100%) equity financing has been approved by 
TransCanada Corporation's Board of Directors." 

Deb 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 1:34 PM 
To: Anshul Mathur; Deborah Langelaan· 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

**** PRIVILEGED AND CONFIDENTIAL - PREPARED IN CONTEMPLATION OF LITIGATION *** 

This is good. I think the CAPM result is a bit low. I like the financial statement analysis 
value better. It seems intuitively right. 

Anshul, 

Now, the reason why I asked for this. At yesterday's meeting the TCE folks indicated that 
the 5.25% was a blended rate and that the residual value could be discounted at a higher 
value, but that in the end it was still $500M. I have been thinking about this, and I don't 
see how the residual value could be discounted at a significantly higher discount rate, 
unless the contract cash flows over the term were discounted dirt cheap, i.e., well below 
TCE's cost of capital. This doesn't make much sense to me. When you have some time, can you 
please try a few model runs with the OGS model to see what the contract cash flows would need 
to be discounted at to still arrive at an NPV of %503M, if the residual cash flows were 
discounted at say 10%, 15% and 20%. Assume that the pre-COD CAPEX cash flows and contract 
cash flows are discounted at the same rate. 

Deb, 

I believe in the TCE proposal to the SWGTA RFP it said that the project would be funded 
entirely with equity. Is this correct? 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
120 Adelaide St. West, Suite 1600 
Toronto, Ontario, M5H 1T1 
416-969-6288 (office) 
416-969-6071 (fax) 
416-520-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 
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-----Original Message----
From: Anshul Mathur 
Sent: Fri 04-Feb-11 1:14 PM 
To: Michael Killeavy; Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

*** CONFIDENTIAL AND WITHOUT PREJUDICE - PREPARED IN CONTEMPLATION OF LITIGATION *** 

See attached the Cost of Capital Models. I have put that in a power point to make it an easy 
read. 

From: Michael Killeavy 
Sent: February 4, 2011 11:33 AM 
To: Anshul Mathur; Deborah Langelaan 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

Thank you both. 

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

From: Anshul Mathur 
Sent: Friday, February 04, 2011 11:32 AM 
To: Deborah Langelaan 
Cc: Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Thanks Deb. I found a bunch of information in their Financial Statements regarding Cost of 
Debt and Return on Equity (Targeted and Actual). I will be sending that out shortly. 
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From: Deborah Langelaan 
Sent: February 4, 2011 11:31 AM 
To: Anshul Mathur 
Cc: Michael Killeavy 
.Subject: TransCanada Energy Ltd Corporate Structure 

Anshul; 

Attached is a hodgepodge of corporate info on TCE. 

Deb 
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Aleksandar Kojic 

From: 
Sent: 
To: 

Kevin Dick 
February4, 20111:40 PM 
Anshul Mathur 

Cc: Deborah Langelaan; Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

*** CONFIDENTIAL AND WITHOUT PREJUDICE - PREPARED IN CONTEMPLATION OF LITIGATION *** 

I get very similar numbers (bounded by Anshul's numbers). See below. I think we can 
safely say the enterprise WACC is in the range of 5.25%. I have done an equity valuation 
on TRP if you are interested. 

l..ong Term Debt 
pg 116 of 2000 "'slahlht:&l'miiE!II"'''iilst.i 

AIIE!~iig~!IJI!!bi:Cmt 

Costof &pmylhq:CAPM 
Cost ot I'I'Eti!rrm EtPtY 
Total 

Tax: Rate 

6.73~ 

7.24~ 

17.60\ll; 

0.<11 

Plefen ed DivilbJd Ll 
lfl!fenedS1Dck !'ria! 25 

l8,fiffi.OO 54~ 

15,220.00 44..2r¥> 
539.00. 1..51'.¥i 

34,424.00 :l.I)OJC; 

I still think the issue is that a project like this must have a return (un-levered) that 
is greater than 5.25% 

Kevin 

From: Anshul Mathur 
Sent: February 4, 20111:16 PM 
To: Kevin Dick 
Subject: FW: TransCanada Energy Ltd Corporate Structure 

A fyi - 1 am getting some what different Cost of Capital numbers. 

From: Anshul Mathur 
Sent: February 4, 20111:15 PM 
To: Michael Killeavy; Deborah Langelaan 
Subject: RE: Transcanada Energy Ltd Corporate Structure 

*** CONFIDENTIAL AND WITHOUT PREJUDICE - PREPARED. IN CONTEMPLATION OF LITIGATION *** 

See attached the Cost of Capital Models. I have put that in a power point to make it an easy read. 
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From: Michael Killeavy 
Sent: February 4, 201111:33 AM 
To: Anshul Mathur; Deborah Langelaan 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

Thank you both. 

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

From: Anshul Mathur 
Sent: Friday, February 04, 201111:32 AM 
To: Deborah Langelaan 
Cc: Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Thanks Deb. I found a bunch of information in their Financial Statements regarding Cost of Debt and Return on Equity 
(Targeted and Actual). I will be sending that out shortly. 

From: Deborah Langelaan 
Sent: February 4, 201111:31 AM 
To: Anshul Mathur 
Cc: Michael Killeavy 
Subject: TransCanada Energy Ltd Corporate Structure 

Anshul; 

Attached is a hodgepodge of corporate info on TCE. 

Deb 
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Aleksandar Kojic 

From: 
Sent: 
To: 

Michael Killeavy 
February 4, 2011 1:41 PM 
Deborah Langelaan 

Subject: RE: TransCanada Energy Ltd Corporate Structure 

Was my understanding correct about what TCE said? My notes say that 5.25% was·a blended 
rate. 

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

-----Original Message----
From: Deborah Langelaan 
Sent: Fri 04-Feb-11 1:39 PM 
To: Michael Killeavy; Anshul Mathur 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Yes, in TCE's Executive Summary that was submitted as part of their SW GTA Proposal they are 
quoted as saying ... "One hundred percent (100%) equity financing has been approved by 
TransCanada Corporation's Board of Directors." 

Deb 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 1:34 PM 
To: Anshul Mathur; Deborah Langelaan 
Subject: RE: TransCanada Energy ltd Corporate Structure 

**** PRIVILEGED AND CONFIDENTIAL - PREPARED IN CONTEMPLATION OF LITIGATION *** 

This is good. I think the CAPM result is a bit low. I like the financial statement analysis 
value better. It seems intuitively right. 

Anshul, 

Now, the reason why I asked for this. At yesterday's meeting the TCE folks indicated that 
the 5.2S% was a blended rate and that the residual value could be discounted at a higher 
value, but that in the end it was still $500M. I have been thinking about this, and I don't 
see how the residual value could be discounted at a significantly higher discount rate, 
unless the contract cash flows over the term were discounted dirt cheap, i.e., well below 
TCE's cost of capital. This doesn't make much sense to me. When you have some time, can you 
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please try a few model runs with the OGS model to see what the contract cash flows would need 
to qe discounted at to still arrive at an NPV of %503M, if the residual cash flows were 
discounted at say 10%, 15% and 20%. Assume that the pre-COD CAPEX cash flows and contract 
cash flows are discounted at the same rate. 

Deb, 

I believe in the TCE proposal to the SWGTA RFP it said that the project would be funded 
entirely with equity. Is this correct? 

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

-----Original Message----
From: Anshul Mathur 
Sent: Fri 04-Feb-11 1:14 PM 
To: Michael Killeavy; Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

*** CONFIDENTIAL AND WITHOUT PREJUDICE - PREPARED IN CONTEMPLATION OF LITIGATION *** 

See attached the Cost of Capital Models. I have put that in a power point to make it an easy 
read. 

From: Michael Killeavy 
Sent: February 4, 2011 11:33 AM 
To: Anshul Mathur; Deborah Langelaan 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

Thank you both. 

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

From: Anshul Mathur 
Sent: Friday, February 04, 2011 11:32 AM 
To: Deborah Langelaan 
Cc: Michael Killeavy 
Subject: RE: Transcanada Energy Ltd Corporate Structure 

Thanks Deb. I found a bunch of information in their Financial Statements regarding Cost of 
Debt and Return on Equity (Targeted and Actual). I will be sending that out shortly. 

From: Deborah Langelaan 
Sent: February 4, 2011 11:31 AM 
To: Anshul Mathur 
Cc: Michael Killeavy 
Subject: TransCanada Energy Ltd Corporate Structure 

Anshul; 

Attached is a hodgepodge of corporate info on TCE. 

Deb 
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Aleksandar Kojic 

From: 
Sent: 
To: 
Cc: 

Michael Killeavy 
February 4, 2011 1:43 PM 
Kevin Dick; Anshul Mathur . 
Deborah Langelaan 

Subject: RE: TransCanada Energy ltd Corporate Structure 

Thanks. I agree. The spreadsheet title we got from TCE refers to unlevered economics, I 
believe, which makes no sense if they claim they used a cost of capital of 5.25%. 

I'd be interested in seeing your equity valuation. 

BTW I screwed up on the disclaimer before - it should be "Privileged and Confidential -
Prepared in Contemplation of Litigation" 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
12e Adelaide st. West, Suite 16ee 
Toronto, Ontario, M5H lTl 
416-969-6288 (office) 
416-969-6e71 (fax) 
416-52e-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 

-----Original Message----
From: Kevin Dick 
Sent: Fri e4-Feb-11 1:4e PM 
To: Anshul Mathur 
cc: Deborah Langelaan; Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

*** CONFIDENTIAL AND WITHOUT PREJUDICE - PREPARED IN CONTEMPLATION OF LITIGATION *** 

I get very similar numbers (bounded by Anshul's numbers). See below. I think we can safely 
say the enterprise WACC is in the range of 5.25%. I have done an equity valuation on TRP if 
you are interested. 

I still think the issue is that a project like this must have a return (un-levered) that is 
greater than 5.25% 
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Kevin 

From: Anshul Mathur 
Sent: February 4, 2811 1:16 PM 
To: Kevin Dick 
Subject: FW: Transcanada Energy Ltd Corporate Structure 

A fyi - I am getting some what different Cost of Capital numbers. 

From: Anshul Mathur 
Sent: February 4, 2811 1:15 PM 
To: Michael Killeavy; Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

*** CONFIDENTIAL AND WITHOUT PREJUDICE - PREPARED IN CONTEMPLATION OF LITIGATION *** 

See attached the Cost of Capital Models. I have put that in a power point to make it an easy 
read. 

From: Michael Killeavy 
Sent: February 4, 2811 11:33 AM 
To: Anshul Mathur; Deborah Langelaan 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

Thank you both. 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
128 Adelaide St. West, Suite 1688 
Toronto, Ontario, M5H 1Tl 

2 



416-969-6288 (office) 
416-969-6871 (fax) 
416-528c9788 (cell) 
Michael.killeavy@powerauthority.on.ca 

From: Anshul Mathur 
Sent: Friday, February 84, 2811 11:32 AM 
To: Deborah Langelaan 
Cc: Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Thanks Deb. I found a bunch of information in their Financial Statements regarding Cost of 
Debt and Return on Equity (Targeted and Actual). I will be sending that out shortly. 

From: Deborah Langelaan 
Sent: February 4, 2811 11:31 AM 
To: Anshul Mathur 
Cc: Michael Killeavy 
Subject: TransCanada Energy Ltd Corporate Structure 

Anshul; 

Attached is a hodgepodge of corporate info on TCE. 

Deb 
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Aleksandar Kojic 

From: 
Sent: 
To: 

Deborah Langelaan . 
February 4, 2011 1 :49 PM 
Michael Killeavy 

· Subject: RE: TransCanada Energy Ltd Corporate Structure 

I concur with your understanding. Terry Bennett stated the following .•. " they could use a. 
higher discount rate for the back end but. they vJOuld use a lower rate at the front end but 
the number stays at $51313MM. He further stated that ... "TCE uses a standardized discount rate 
across the board." 

Deb 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 21311 1:41 PM 
To: Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Was my understanding correct about what TCE said? My notes say that 5.25% was a blended 
rate. 

Michael Killeavy, LL.B., MBA, P.Eng . 
. Director, Contract Management 
Ontario Power Authority 
1213 Adelaide St. West, Suite 161313 
Toronto, Ontario, MSH 1T1 
416-969-6288 (office) 
416-969-61371 (fax) 
416-5213-9788 (cell) 

· Michael.killeavy@powerauthority. on. ca 

-----Original Message----
From: Deborah Langelaan 
Sent: Fri 134-Feb-11 1:39 PM 
To: Michael Killeavy; Anshul Mathur 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Yes, in TCE's Executive Summary that was submitted as part of their SW GTA Proposal they are 
quoted as saying ... "One hundred percent (11313%) equity financing has been approved by 
TransCanada Corporation's Board of Directors." . 

Deb 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 21311 1:34 PM 
To: Anshul Mathur; Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 
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**** PRIVILEGED AND CONFIDENTIAL - PREPARED IN CONTEMPLATION OF LITIGATION *** 

This is good. 
value better. 

Anshul, 

I think the CAPM result is a bit low. 
It seems intuitively right. 

I like the financial statement analysis 

Now, the reason why !,asked for this. At yesterday's meeting the TCE folks indicated that 
the 5.25% was a blended rate and that the residual value could be discounted at a higher 
value, but that in the end it was still $500M. I have been thinking about this, and I don't 
see how the residual value could be discounted at a significantly higher discount rate, 
unless the contract cash flows over the term were discounted dirt cheap, i.e., well below 
TCE's cost of capital. This doesn't,make much sense to me. When you have some time, can you 
please try a few model runs with the OGS model to see what the contract cash flows would need 
to be discounted at to still arrive at an NPV of %503M, if the residual cash flows were 
discounted at say 10%, 15% and 20%. Assume that the pre-COD CAPEX cash flows and contract 
cash flows are discounted at the same rate. 

Deb, 

I believe in the TCE proposal to the SWGTA RFP it said that the project would be funded 
entirely with equity. Is this correct? 

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

-----Original Message----
From: Anshul Mathur 
Sent: Fri 04-Feb-11 1:14 PM 
To: Michael Killeavy; Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

*** CONFIDENTIAL AND WITHOUT PREJUDICE - PREPARED IN CONTEMPLATION OF LITIGATION *** 

See attached the Cost of Capital Models. I have put that in a power point to make it an easy 
read. 
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From: Michael Killeavy 
Sent: February 4, 2011 11:33 AM 
To: Anshul ~lathur; Deborah langelaan 
Subject: Re: Transcanada Energy Ltd Corporate Structure 

Thank you both. 

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

From: Anshul Mathur 
Sent: Friday, February 04, 2011 11:32 AM 
To: Deborah Langelaan 
Cc: Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Thanks Deb. I found a bunch of information in their Financial Statements regarding Cost of 
Debt and Return on Equity (Targeted and Actual). I will be sending that out shortly. 

From: Deborah Langelaan 
Sent: February 4, 2011 11:31 AM 
To: Anshul Mathur 
Cc: Michael Killeavy 
Subject: TransCanada Energy Ltd Corporate Structure 

Anshul; 

Attached is a hodgepodge of corporate info on TCE. 

Deb 
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Aleksandar Kojic 

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

Kevin Dick 
February 4, 2011 1:51 PM 
Michael Killeavy; Anshul Mathur 
Deborah Langelaan 
RE: TransCanada Energy Ltd Corporate Structure 
20092007Statements_2.xlsx 

"Privileged and Confidential - Prepared in Contemplation of Litigation" 

Keep in mind this is a 2009 valuation. 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 1:43 PM 
To: Kevin Dick; Anshul Mathur 
Cc: Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Thanks. I agree. The spreadsheet title we got from TCE refers to unlevered economics, I 
believe, which makes no sense if they claim they used a cost of capital of 5.25%. 

I'd be interested in seeing your equity valuation. 

BTW I screwed up on the disclaimer before - it should be "Privileged and Confidential -
Prepared in Contemplation of Litigation" 

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

-----Original Message----
From: Kevin Dick 
Sent: Fri 04-Feb-11 1:40 PM 
To: Anshul Mathur 
Cc: Deborah Langelaan; Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

*** CONFIDENTIAL AND WITHOUT PREJUDICE - PREPARED IN CONTEMPLATION OF LITIGATION *** 
' 

I get very similar numbers (bounded by Anshul's numbers). See below. I think we can safely 
say the enterprise WACC is in the range of 5.25%. I have done an equity valuation on TRP if 
you are interested. 
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I still think the issue is that a project like this must have a return (un-levered) that is 
greater than 5.25% 

Kevin 

From: Anshul Mathur 
Sent: February 4, 2611 1:16 PM 
To: Kevin Dick 
Subject: FW: TransCanada Energy Ltd Corporate Structure 

A fyi - I am getting some what different Cost of Capital numbers. 

From: Anshul Mathur 
Sent: February 4, 2611 1:15 PM 
To: Michael Killeavy; Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

*** CONFIDENTIAL AND WITHOUT PREJUDICE - PREPARED IN CONTEMPLATION OF LITIGATION *** 

See attached the Cost of Capital Models. I have put that in a power point to make it an easy 
read. 

From: Michael Killeavy 
Sent: February 4, 2611 11:33 AM 
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To: Anshul Mathur; Deborah Langelaan 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

Thank you both. 

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

From: Anshul Mathur 
Sent: Friday, February 04, 2011 11:32 AM 
To: Deborah Langelaan 
Cc: Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Thanks Deb. I found a bunch of information in their Financial Statements regarding Cost of 
Debt and Return on Equity (Targeted and Actual). I will be sending that out shortly. 

From: Deborah Langelaan 
Sent: February 4, 2011 11:31 AM 
To: Anshul Mathur 
Cc: Michael Killeavy 
Subject: TransCanada Energy Ltd Corporate Structure 

Anshul; 

Attached is a hodgepodge of corporate info on TCE. 

Deb 
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b 0.279620853 b 0.279621 

1-b 0.720379147 1-b 0.720379 

k 7.24% k 7.24% 

g 3.05% g 5.74% 

Trailing P/E 17.72499906 P/E 50.68609 
Leading P/E 17.2 P/E 47.93566 

Given P/E P/E 17.2- 0.0000 

Trailing g 2.93% 

Leading g =(b-1)*E/P+k 3.05% 



Consolidated Income 
Year ended December 31 

(millions of dollars except per share amounts) 2009 2008 2007 2006 2005 
Revenues 8966 8619 8828 7520 6124 
Operating and Other Expenses/(lncome) 
Plant operating costs and other 3367 3014 3030 2411 1825 
Commodity purchases resold 1511 1501 1901 1707 1232 
Other income -49 -38 -48 0 0 
Calpine b·ankruptcy settlements (Note 18) 0 -279 0 0 0 
Writedown of Broadwater LNG project costs (Note 7) 0 41 0 0 0 

4829 4239 4883 4118 3057 
Net Operating Income 4137 4380 3945 3402 3067 
Depreciation and amortization (Note 7) 1377 1247 1237 1059 1017 

2760 3133 2708 2343 2050 

Financial Charges/(lncome) 
Interest expense (Note 10) 954 943 943 825 836 

Interest expense of joint ventures (Note 11) 64 72 75 92 66 
Income from equity investments (Note 7) -33 -247 

Interest income and other -121 -54 -120 -123 -63 

Gains on sales of assets -23 -445 
897 961 898 738 147 

Income before Income Taxes and Non-Controlling Interests 1863 2172 1810 1605 1903 

Income Taxes (Note 19) 
Current 30 526 432 301 550 

Future 357 76 58 175 60 
387 602 490 476 610. 

Non-Controlling Interests (Note 15) 96 130 97 78 84 

Net Income 1380 1440 1223 1051 1209 

Net Income from Discontinued Operations 28 0 

Preferred Share Dividends (Note 17) 6 0 0 0 0 
Net Income Applicable to Common Shares 1374 1440 1223 1079 1209 

Net Income per Share (Note 16) 
Basic 2.11 2.53 2.31 2.21 2.49 

Diluted 2.11 2.52 2.3 2.2 2.47 



Consolidated Cash Flows 
Year ended December 31 
(millions of dollars) 2009 2008 2007 2006 2005 
Cash Generated from Operations 
Net income 1380 1440 1223 1079 1209 
Depreciation and amortization 1377 1247 1237 1059 1017 
Future income taxes (Note 19) 357 76 58 175 60 
Non-controlling interests (Note 15} 96 130 97 78 84 

· Employee future benefits funding (in excess of)/lower than expense (Note 22) -111 17 43 -31 -9 
Writedown of Broadwater LNG project costs (Note 7) 0 41 0 0 0 
Other -19 70 -37 _··. ;' >;_l,~·.:i:~~;~ttfi}lql 

3080 3021 2621 2378 1951 
(lncrease)/decrease in operating working capital (Note 23) -90 135 63 -303 -49 
Net cash provided by operations 2990 3156 2684 2075 1902 
Investing Activities 
Capital expenditures -5417 -3134 -1651 -1572 -754 
Acquisitions, net cash acquired (Note 9) -902 -3229 -4223 -470 -1317 
Disposition of assets, net of current income taxes (Note 9) 0 28 35 23 671 
Deferred amounts and other -594 -484 -188 -97 64 
Net cash used in investing activities -6913 -6819 -6027 -2116 -1336 

Financing Activities 
Dividend on common and preferred shares (Notes 16 and 17) -728 -577 -546 -617 -586 
Distributions paid to non-controlling interests -100 -141 -88 -72 -74 
Notes payable (repaid)/issued, net (Note 20) -244 1293 -46 -495 416 
Long-term debt Issued, net of issue costs (Note 10) 3267 2197 2616 2107 799 
Reduction of long-term debt -1005 -840 -1088 -729 -1113 
long-term debt of joint ventures issued (Note 11) 226 173 142 56 38 
Reduction of long-term debt of joint ventures -246 -120 -157 -70 -80 
Common shares issued, net of issue costs (Note 16) 1820 2384 1711 39 44 
Preferred shares issues, net of issue costs (Note 17) 539 0 0 0 0 
Partnership units of subsidiary issued, net of issue costs (Note 9) 193 0 348 0 0 
Junior subordinated notes issued, net of issue costs {Note 12} 0 0 1094 0 0 
Preferred securities redeemed 0 0 -488 0 0 
Net cash provided by financing activities 3722 4369 3498 219 -556 
Effect of Foreign Exchange Rate Changes on Cash and Cash Equivalents -110 98 -50 9 11 
(Decrease}/lncrease in Cash and Cash Equivalents -311 804 105 187 21 
Cash and Cash Equivalents 
Beginning of year 1308 504 399 212 191 
Cash and Cash Equivalents 
End of year 997 1308 504 399 212 



Dec-31 
(Millions of dollars} 2009 2008 2007 2006 2005 
Assets 
Current Assets 
Cash and Cash Equivalents 997 1308 504 399 212 191 
Accounts receivable 966 1280 1116 1004 796 616 
Inventories 511 489 497 392 281 174 
Other 701 523 188 297 277 120 

3175 3600 2305 2092 1566 1101 
Plant property and Equipment (Note 5} 32879 29189 23452 21487 20038 18764 
Long Term Investments 63 71 400 1098 
Goodwill (Note 6) 3763 4397 2633 281 57 
Regulatory Assets (Note 14} 1524 201 0 0 0 
Intangibles and Other Assets (Note 7} 2500 2027 1877 1978 2052 1459 

43841 39414 30330 25909 24113 
Liabilities and Shareholders Equity 
Current Liabilities 
Notes Payable (Note 20} 1687 1702 421 467 962 546 
Account payable 2195 2110 1767 1500 1494 1135 
Accrued interest 377 359 261 264 222 214 
Current portion of long-term debt (Note 10} 478 786 556 616 393 774 
Current portion of long-term debt of joint ventures (Note 11} 212 207 30 142 41 85 

4949 5164 3035 2989 3112 2754 
Regulatory Liabilities (Note 14} 385 317 0 0 0 
Deferred Amounts (Note 13} 743 1168 1107 1029 1196 783 
Future Income Taxes (Note 19) 2856 1223 1179 876 703 509 
Long-Term Debt (Note 10) 16186 15368 12377 10887 9640 9749 
Long-Term Debt of Joint Ventures {Note 11) 753 869 873 1136 937 808 
Junior Subordinated Notes (Note 12) 1036 1213 975 0 0 
Preferred Securities 536 536 554 

26908 25322 19546 17453 16124 15157 
Non-Controlling Interests (Note 15) 1174 1194 999 755 783 700 
Shareholders' Equity 15759 12898 9785 7701 7206 6565 

43841 39414 30330 25909 24113 22422 

Commitments, Contigencies and Guarantees (Note 24) 



Consolidated Comprehensive Income 

Year Ended December 31 2009 2008 2007 2006 2005 
{millions of dollars) 
Net Income 1380 1440 1223 1079 1209 
Other Compehensive (Loss)/lncome, Net of Income Taxes 
Change in foreign currency translation gains and loss on investments in foreign operations -471 571 -350 6 -34 

Change in gains and losses on hedges of investments in foreign operations 258 -589 79 -6 15 
Change in gains and losses on derivative instruments des"1gnated as cash flow hedges 77 -60 42 0 0 
Reclassification to net income of gains and losses on derivative instruments designated as cash flow hedges pertaining to prior periods -24 -23 42 0 0 
Change in gains and losses on available-for-sale financial instruments 0 2 0 0 ·o 
Other Comprehensive (Loss)/lncome -160 -99 -187 0 -19 

Comprehensive Income 1220 1341 1036 1079 1190 



CurrencyT1Cash Flow I Total 

Balance atJanuary 1, 2007 (90) (90) 

Transition adjustment resulting from adopting new financial instrUI -

Change in foreign currency translation gains and losses on investm (350) 

Change in gains and losses on hedges of investments in foreign ope 79 

Change in gains and losses on derivative instruments designated a: -

Reclassification to net income of gains and losses on derivative ins· -

Balance at December 31, 2007 (361) 

Change in foreign currency translation gains and losses on investm 571 

Change in gains and losses on hedges of investments in foreign ope (589) 

Ch8nge in gains and losses on derivative instruments designated a: -

Reclassification to net income of gains and losses on derivative instrur -

Change in gains and losses on available-for-sale financial instruments( -

Balance at December 31, 2008 (379) 

Change in foreign currency translation gains and losses on investment (471) 

Change in gains and losses on hedges of investments in foreign opera! 258 

Change in gains and losses on derivative instruments designated as ca -

Reclassification to net income of gains and losses on derivative inst -

Balance at December 31, 2009 -592 

(96) 

42 

42 

(12) 

(60) 

(23) 

2 

(93) 

-· 

77 

(24) 

-40 

(96) 

(350) 

79 

42 

42 

(373) 

571 

(589) 

(60) 

(23) 

2 

(472) 

(471) 

258 

77 

(24) 

-632 



Currency T1 Cash Flow I Total 

Balance atJanuary 1, 2007 (90) (90) 

Transition adjustment resulting from adopting.new financial instrUI -

Change in foreign currency translation gains and losses on investm (350) 

Change in gains and losses on hedges of investments in foreign opE 79 

Change in gains and losses on derivative instruments designated a: -

Reclassification to net income of gains and losses on derivative ins· -

Balance at December 31, 2007 (361) 

Change in foreign currency translation gains and losses on investm 571 

Change in gains and losses on hedges of investments in foreign opE (589) 

Change in gains and losses on derivative instruments designated a: -

Reclassification to net income of gains and losses on derivative instrur -

Change in gains and losses on available-for-sale financial instruments( -

Balance at December 31, 2008 (379) 

Change in foreign currency translation gains and losses on investment (471) 

Change in gains and losses on hedges of investments in foreign opera1 258 

Change in gains and losses on derivative instruments designated as ca -

Reclassification to net income of gains and losses on derivative inst -

Balance at December 31, 2009 -592 

(96). 

42 

42 

(12) 

(60) 

(23) 

2 

(93) 

77 

(24) 

-40 

(96) 

(350) 

79 

42 

42 

(373) 

571 

(589) 

(60) 

(23) 

2 

(472) 

(471) 

258 

77 

(24) 

-632 



Year ended December 31 

(millions of dollars) 2009 2,008 2007 2006 2005 
Common Shares 

Balance at the beginning of the year 9264 6,662 4794 4755 4711 
Proceeds from shares issued under public offering, net of issue costs (Note 16) 1,792 2,363 1683 0 0 
Shares issued under dividend reinvestment plan (Note 16) 254 218 157 0 0 
Proceeds from shares issued on exercise of stock options (Note 16) 28 21 28 39 44 
Balance at end of year 11338 9264 6662 4794 4755 

Preferred Shares 

Balance at beginning of year 0 0 0 0 0 
Proceeds from shares issued under public offering, net of issue costs (Note 17) 539 0 0 0 0 
Balance at end of year 539 0 0 0 0 

Contributed Surplus 

Balance at beginning of year 279 276 273 272 270 
Increased ownership In Pipelines LP (Note 9) 47 0 0 0 0 
Issuance of stock options (Note 16) 2 3 3 1 2 
Balance at end of year 328 279 276 273 272 

Retained Earnings 

Balance at beginning of year 3827 3,220 2724 2269 1655 
Net income 1,380 1,440 1223 1079 1209 
Common share dividends -1,015 -833 -731 -624 -595 
Preferred share dividends (Note 17) -6 0 0 0 0 
Transition adjustment resulting from adopting new financial instruments accounting standards 0 0 4 0 0 
Balance at end of year 4186 3827 3220 2724 2269 

Accumulated other Comprehensiv.e Income 

Balance at beginning of year -472 -373 -90 -90 -71 
Other comprehensive (loss)/income -160 -99 -187 0 -19 
Transition adjustment resulting from adopting new financial instruments accounting standards 0 0 -96 0 0 
Balance at end of year -632 -472 -373 -90 -90 

3554 3355 2847 2634 2179 
Total Shareholders' Equity 15759 12898 9785 7701 7206 

The accompanying notes to the consolidated financial statements are an integral part of these statements. 



2009 2008 2007 2006 2005 Average 
Standard 
Deviation 

1 Operating Income /Revenue 0.461 0.508 0.447 0.452 0.501 0.474 0.028 
2 Depreciation /Revenue 0.154 0.145 0.140 0.141 0.166 0.149 0.011 
3 Tax /Revenue 0.043 0.070 0.056 0.063 0.100 0.066 0.021 
4 Net Working Capital adjusted for Cash, MS and NP /Revenue -0.121 -0.136 -0.092 -0.110 -0.130 -0.118 0.017 
5 Net Fixed Asset /Revenue 3.667 3.387 2.657 2.857 3.272 3.168 Q.408 
6 WCinv /Revenue -0.024 0.006 -0.018 0.039 0.013 0.003 0.025 
7 Interest Expense /Revenue 0.106 0.109 0.107 0.110 0.137 0.114 0.013 

4yr 4yr 5 yr 
Growth Growth Growth 
Rate 06- Rate OS- Rate OS-

Growth Rates 09 08 09 
Basic Earnings Per Share 2.110 2.530 2.310 2.210 2.490 2.330 0.179 -1.151% 0.399% 
Dividends 1.520 1.440 1.360 1.280 1.220 1.364 0.120 4.390% 4.232% 
Revenue 8966 8619 8828 7520 6124 8011 1199 4.495% 8.919% 
Fixed Asset 32879 29189 23452 21487 20038 25409 5435 11.221% 9.860% 10.411% 

Fixed Asset Growth 12.64% 24.46% 9.15% 7.23% 13.37% 



WACC 5.98% 
Base Year 2009 Terminal Value 

2009 2010 2011 2012 2013 2014 2015 
Revenue 4.5% 8966 9369 9790 10230 10690 11171 11673 
Operating Income 47.4% of Revenue 4440 4640 4848 5066 5294 5532 
less. Depreciation 14.9% of Revenue 1396 1459 1525 1593 1665 1740 
Pretax Profit 3044 3181 3324 3473 3629 3792 
Less Taxes 6.63% of Revenue 1396 1459 1525 1593 1665 1740 
Nl 1647 1721 1799 1880 1964 2052 
Depreciation 1396 1459 1525 1593 1665 1740 
Operating Cash Flows 3044 3181 3324 3473 3629 3792 
Less Change in N~t Working Capital 0.003039567 of Revenue -28 -30 -31 -32 -34 -35 
Less Change in Fixed Assets 3.167913797 of Revenue -2378 -2549 -2734 -2932 ~:;:;,f.\1.'1,:: '~-.,,, ... ,,i 

-3144 1Ti~:t>~'Y1i?~~J~1tl 
lnt 0.11377003 of Revenue 1066 1114 1164 1216 1271 1328 
lnt * (1- average 5 yr tax rate) 0.3134 732 765 799 835 873 912 

Free Cash Flows 1370 1366 1358 1344 1324 1525 
Present Value at 43569 1292 1216 1141 1065 990 37864 

Working Capital at 1,084. 1,056 1,026 995 962 928 

Fixed Assets at 32,879 35,257 37,806 40,540 43,471 46,615 

Inflation Rate 3.05% 

Corporate Value 43569 
long term debt 18665 
Preferred equity 539 

Common Equity 24365 
Shares outstanding 684,400,000 

Share Price 35.60 



Long Term Debt 

pg 126 of 2009 statements 

Average Debt Cost . 
Cost of Equity Using CAPM 
Cost of Preferred Equity 

Total 
Tax Rate 

WACC 

Preferred Dividend 

Preferred Stock Price 

6.73% 
7.24% 

17.60% 

0.31 

1.1 
25 

18,665.00 

15,220.00 

539.00 
34,424.00 

54.22% 
44.21% 

1.57% 
100% 



2009 2008 2007 2006 2005 

Net Income 1380 1440 1223 1051 1209 
NCC ~ Depreciation 1377 1247 1237 1059 1017 

Interest 5.11% 5.11% 6.37% 6.45% 7.59% 

Interest$ 954 943 943 825 836 

Tax Rate 0.29 0.295 0.321 0.325 0.336 pg 140 200 pg 109 2006 Statement 
Change in Fixed Capital Investment 5067 6984 3202 2508 2291 
Change in Working Capital Investment -217 50 -156 291 77 

FCFF -1415.66 -3682.185 54.297 -132.125 413.104 



Decrease/(increase) in accounts receivable (197) 51 314 -197 51 

(lncrease)/decrease in inventories 82 (6) -19 82 -6 

(lncrease)/decrease in other current assets (61) 33 -249 -61 33 
(Decrease)/increase in accounts payable 213 (6) -154 213 -6 
increase/(decrease) in accrued interest 98 (9) 18 98 -9 
(lncrease)/Decrease in Operating Working Capital135 63 -90 135 63 -506 78 

-394 -177 -227 -71 -362 
-217 50 -156 291 -362 

-1302.2 -1774 -1564 -730 -897 -1546 
2009 2008 2007· 2006. 2005 

AR -314 164 112 208 180 

lnv 22 -8 105 111 107 

Other 178 335 -109 20 157 

AP 85 343 267 6 359 

AI 18 98 -3 42 8 
9 -217 50 -156 291 77 

0.00304 -0.024203 0.005801 -0.017671 0.038697 0.012573 



TransCanada Dividend 

ke 7.24% WACC 7.24% WACC 7.24% WACC 7.24% 
Do 1.52 Do 1.52 Do 1.52 Do 1.52 
g 3.05% g 5.74% g 2.93% g 3.05% 

Value 37.400 Value 106.948 Value 36.292 Value 37.400 

EP5 2009 2.11 2.03 EP5 2009 2.11 2.03 EP5 2009 2.11 2.03 EP5 2009 2.11 2.03 
P/E 17.2 P/E 17.2 P/E 17.2 P/E 17.2 
Dividend 1.52 Dividend 1.52 Dividend 1.52 Dividend 1.52 

RR 0.280 0.251 RR 0.280 0.251 RR 0.280 0.251 RR 0.280 0.251 

DPR 0.720 0.749 DPR 0.720 0.749 DPR 0.720 0.749 DPR 0.720 0.749 

v 37.400 37.400 v 106.948 106.948 v 36.292 36.292 v 37.400 37.400 



Aleksandar Kojic 

From: 
Sent: 
To: 

Michael Killeavy 
February 4, 2011 1 :52 PM 
Kevin Dick 

Subject: Re: TransCanada Energy Ltd Corporate Structure 

Thank you, sir. 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
126 Adelaide St. West, Suite 1666 
Toronto, Ontario, M5H 1T1 
416-969-6288 (office) 
416-969-6671 (fax) 
416-526-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 

Original Message ----
From: Kevin Dick 
Sent: Friday, February 64, 2611 61:51 PM 
To: Michael Killeavy; Anshul Mathur 
Cc: Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

"Privileged and Confidential - Prepared in Contemplation of Litigation" 

Keep in mind this is a 2669 valuation. 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2611 1:43 PM 
To: Kevin Dick; Anshul Mathur 
Cc: Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Thanks. I agree. The spreadsheet title we got from TCE refers to unlevered economics, I 
believe, which makes no sense if they claim they used a cost of capital of 5.25%. 

I'd be interested in seeing your equity valuation. 

BTW I screwed up on the disclaimer before - it should be "Privileged and Confidential -
Prepared in Contemplation of Litigation" 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
126 Adelaide St. West, Suite 1666 
Toronto, Ontario, MSH 1T1 
416-969-6288 (office) 
416-969-6671 (fax) 
416-526-9788 (cell) 
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Michael.killeavy@powerauthority.on.ca 

-----Original Message----
From: Kevin Dick 
Sent: Fri 04-Feb-11 1:40 PM 
To: Anshul Mathur 
Cc: Deborah Langelaan; Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

*** CONFIDENTIAL AND WITHOUT PREJUDICE - PREPARED IN CONTEMPLATION OF LITIGATION *** 

I get very similar numbers (bounded by Anshul's numbers). See below. I think we can safely 
say the enterprise WACC is in the range of 5.25%. I have done an equity valuation on TRP if 
you are interested. 

I still think the issue is that a project like this must have a return (un-levered) that is 
greater than 5.25% 

Kevin 

From: Anshul Mathur 
Sent: February 4, 2011 1:16 PM 
To: Kevin Dick 
Subject: FW: TransCanada Energy Ltd Corporate Structure 

A fyi - I am getting some what different Cost of Capital numbers. 

From: Anshul Mathur 
Sent: February 4, 2011 1:15 PM 
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To: Michael Killeavy; Deborah langelaan 
Subject: RE: TransCanada Energy ltd Corporate Structure 

*** CONFIDENTIAL AND WITHOUT PREJUDICE - PREPARED IN CONTEMPLATION OF LITIGATION *** 

See attached the Cost of Capital Models. I .have put that in a power point to make it an easy 
read. 

From: Michael Killeavy 
Sent: February 4, 2011 11:33 AM 
To: Anshul Mathur; Deborah Langelaan 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

Thank you both. 

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

From: Anshul Mathur 
Sent: Friday, February 04, 2011 11:32 AM 
To: Deborah langelaan 
Cc: Michael Killeavy 
Subject: RE: TransCanada Energy ltd Corporate Structure 

Thanks Deb. I found a bunch of information in their Financial Statements regarding Cost of 
Debt and Return on Equity (Targeted and Actual). I will be sending that out shortly. 

From: Deborah Langelaan 
Sent: February 4, 2011 11:31 AM 
To: Anshul Mathur 

3 



Cc: Michael Killeavy 
Subject: TransCanada Energy Ltd Corporate Structure 

Anshul; 

Attached is a hodgepodge of corporate info on TCE. 

Deb 

4 



Aleksandar Kojic 

From: 
Sent: 

Michael Killeavy 
February 4, 2011 1:53PM 

To: Deborah Langelaan . . 
Subject: Re: TransCanada Energy ltd Corporate Structure 

But the OGS financial model we got from TCE refers to "unlevered economics", doesn't it? 

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

Original Message ----
From: Deborah Langelaan 
Sent: Friday, February 04, 2011 01:49 PM 
To: Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

I concur with your understanding. Terry Bennett stated the following ... " they could use a 
higher discount rate for the back end but they would use a lower rate at the front end but 
the number stays at $500MM. He further stated that ... "TCE uses a standardized discount rate 
across the board." 

Deb 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 1:41 PM 
To: Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Was my understanding correct about what TCE said? My notes say that 5.25% was a blended 
rate. 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
120 Adelaide St. West, Suite 1600 
Toronto, Ontario, M5H 1T1 
416-969-6288 (office) 
416-969-6071 (fax) 
416-520-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 
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-----Original Message----
From: Deborah Langelaan 
Sent: Fri 04-Feb-11 1:39 PM 
To: Michael Killeavy; Anshul Mathur 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Yes, in TCE's Executive Summary that was submitted as part of their SW GTA Proposal they are 
quoted as saying ..• "One hundred percent (100%) equity financing has been approved by 
TransCanada Corporation's Board of Directors." 

Deb 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 1:34 PM 
To: Anshul Mathur; Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

**** PRIVILEGED AND CONFIDENTIAL - PREPARED IN CONTEMPLATION OF LITIGATION *** 

This is good. 
value better. 

I think the CAPM result is a bit low. I like the financial statement analysis 
It seems intuitively right. 

Anshul, 

Now, the reason why I asked for this. At yesterday's meeting the TCE folks indicated that 
the 5.25% was a blended rate and that the residual value could be discounted at a higher 
value, but that in the end it was still $500M. I have been thinking about this, and I don't 
see how the residual value could be discounted at a significantly higher discount rate, 
unless the contract cash flows over the term were discounted dirt cheap, i.e., well below 
TCE's cost of capital. This doesn't make much sense to me. When you have some time, can you 
please try a few model runs with the OGS model to see what the contract cash flows would need 
to be discounted at to still arrive at an NPV of %503M, if the residual cash flows were 
discounted at say 10%, 15% and 20%. Assume that the pre-COD CAPEX cash flows and contract 
cash flows are discounted at the same rate. 

Deb, 

I believe in the TCE proposal to the SWGTA RFP it said that the project would be funded 
entirely with equity. Is this correct? 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
120 Adelaide St. West, Suite 1600 
Toronto, Ontario, M5H 1T1 
416-969-6288 (office) 
416-969-6071 (fax) 
416-520-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 
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-----Original Message----
From: Anshul Mathur 
Sent: Fri 04-Feb-11 1:14 PM 
To: Michael Killeavy; Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

*** CONFIDENTIAL AND WITHOUT PREJUDICE - PREPARED IN CONTEMPLATION OF LITIGATION *** 

See attached the Cost of Capital Models. I have put that in a power point to make it an easy 
read. 

From: Michael Killeavy 
Sent: February 4, 2011 11:33 AM 
To: Anshul Mathur; Deborah Langelaan 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

Thank you both. 

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

From: Anshul Mathur 
Sent: Friday, February 04, 2011 11:32 AM 
To: Deborah Langelaan 
Cc: Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Thanks Deb. I found a bunch of information in their Financial Statements regarding Cost of 
Debt and Return on Equity (Targeted and Actual). I will be sending that out shortly. 
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From: Deborah Langelaan 
Sent: February 4, 2011 11:31 AM 
To: Anshul Mathur 
Cc: Michael Killeavy 
Subject: Transcanada Energy Ltd Corporate Structure 

Anshul; 

Attached is a hodgepodge of corporate info on TCE. 

Deb 
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Aleksandar Kojic 

From: JoAnne Butler 
Sent: February 4, 2011 1:59 PM 
To: 
Subject: 

Michael Killeavy; Michael Lyle; Deborah Langelaan; Susan Kennedy; "; " 
RE: Latest Attempt at Directive 

Yes, that could work cit would need to be changed in both background and directive 
paragraph. ·ram comfortable with the other red lines that susan made .... 

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 

-----Original Message----
From: Michael Killeavy 
Sent: Viernes, 04 de Febrero de 2011 01:34 p.m. 
To: Michael Lyle; Deborah Langelaan; Susan Kennedy; JoAnne Butler; 
Subject: RE: Latest Attempt at Directive 

Sure, up to 500 MW is good. 

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: Michael Lyle 
Sent: Fri 04-Feb-11 1:28 PM 

I I 0 I I 

' 

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 
120 Adelaide Street West, Suite 1600 
Toronto, Ontario, MSH 1T1 
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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: Deborah Langelaan 
Sent: February 4, 2011 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 450 MW but based on yesterday's 
discussions it looks like we need a little wiggle room. Perhaps the language could be 
"approximately 450 MW". 

Deb 

Deborah Langelaan I Manager, Natural Gas ProjectsiOPA I Suite 1600 - 120 Adelaide St. W. I 
Toronto, ON M5H 1T1 I 
T: 416.969.6052 I F: 416.967.19471 deborah.langelaan@powerauthority.on.ca 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 1:20 PM 
To: Susan Kennedy; Michael Lyle; Deborah Langelaan; JoAnne Butler; 'rsebastiano@osler.com'; 
'ESmith@osler.com' 
Subject: RE: Latest Attempt at Directive 

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) 
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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 

Ontario Power Authority 

T: 416-969-6054 

F: 416-969-6383 

E: susan.kennedy@powerauthority.on.ca <mailto:susan.kennedy@powerauthority.on.ca> 
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Aleksandar Kojic 

From: 
Sent: 
To: 

Deborah Langelaan 
February 4, 2011 1:59 PM 
Michael KilleaVy 

Subject: RE: TransCanada Energy Ltd Corporate Structure 

Yes, it's explicitly stated at the top of the spreadsheet (TransCanada Oakville GS -
Unlevered Economics (July 8, 2009)) and the subject line in the cover letter that was sent 
along with the spreadsheet is as follows: 

"Re·: TransCanada Base Oakville Generating Station Unlevered Economics" 

Unlevered definition: Refers to the calculation of cash flow without the effects of ·debt 
financing (e.g., no interest expense, issuance or repayment of debt). 

Deb 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 1:53 PM 
To: Deborah Langelaan 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

But the OGS financial model we got from TCE refers to "unlevered economics", doesn't it? 

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

Original Message ----
From: Deborah Langelaan 
Sent: Friday, February 04, 2011 01:49 PM 
To: Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

I concur with your understanding. Terry Bennett stated the following ... " they could use a 
higher discount rate for the back end but they would use a lower rate at the front end but 
the number stays at $500MM. He further stated that ... "TCE uses a standardized discount rate 
across the board." 

Deb 

-----Original Message----
From: Michael Killeavy 
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Sent: February 4, 2011 1:41 PM 
To: Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Was my understanding correct about what TCE said? My notes say that 5.25% was a blended 
rate. 

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

-----Original Message----
From: Deborah Langelaan 
Sent: Fri 04-Feb-11 1:39 PM 
To: Michael Killeavy; Anshul Mathur 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Yes, in TCE's Executive Summary that was submitted as part of their SW GTA Proposal they are 
quoted as saying •.. "One hundred percent (100%) equity financing has been approved by 
Transcanada Corporation's Board of Directors." 

Deb 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 1:34 PM 
To: Anshul Mathur; Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

**** PRIVILEGED AND CONFIDENTIAL - PREPARED IN CONTEMPLATION OF LITIGATION *** 

This is good. I think the CAPM result is a bit low. I like the financial statement analysis 
value better. It seems intuitively right. 

Anshul, 

Now, the reason why I asked for this. At yesterday's meeting the TCE folks indicated that 
the 5.25% was a blended rate and that the residual value could be discounted at a higher 
value, but that in the end it was still $500M. I have been thinking about this, and I don't 
see how the residual value could be discounted at a significantly higher discount rate, 
unless the contract cash flows over the term were discounted dirt cheap, i.e., well below 
TCE's cost of capital. This doesn't make much sense to me. When you have some time, can you 
please try a few model runs. with the OGS model to see what the contract cash flows would need 
to be discounted at to still arrive at an NPV of %503M, if the residual cash flows were 
discounted at say 10%, 15% and 20%. Assume that the pre-COD CAPEX cash flows and contract 
cash flows are discounted at the same rate. 
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Deb, 

I believe in the TCE proposal to the SWGTA RFP it said that the project would be funded 
entirely with equity. Is this correct? 

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

-----Original Message----
From: Anshul Mathur 
Sent: Fri 04-Feb-11 1:14 PM 
To: Michael Killeavy; Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

*** CONFIDENTIAL AND WITHOUT PREJUDICE - PREPARED IN CONTEMPLATION OF LITIGATION *** 

See attached the Cost of Capital Models. I have put that in a power point to make it an easy 
read. 

From: Michael Killeavy 
Sent: February 4, 2011 11:33 AM 
To: Anshul Mathur; Deborah Langelaan 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

Thank you both. 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
120 Adelaide St. West, Suite 1600 
Toronto, Ontario, MSH 1T1 
416-969-6288 (office) 
416-969-6071 (fax) 
416-520-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 
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From: Anshul Mathur 
Sent: Friday, February 04, 2011 11:32 AM 
To: Deborah Langelaan 
Cc: Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Thanks Deb. I found a bunch of information in their Financial Statements regarding Cost of 
Debt-and Return on Equity (Targeted and Actual). I will be sending that out. shortly. 

From: Deborah Langelaan 
Sent: February 4, 2011 11:31 AM 
To: Anshul Mathur 
Cc: Michael Killeavy 
Subject: TransCanada Energy Ltd Corporate Structure 

Anshul; 

Attached is a hodgepodge of corporate info on TCE. 

Deb 
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Aleksandar Kojic 

From: 
Sent: 
To: 

Michael Killeavy 
February4, 20112:11 PM 
Deborah Langelaan 

Subject: Re: TransCanada Energy Ltd Corporate Structure 

Yep. So, they're saying their cost of equity is 5.25 percent? 

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

Original Message ----
From: Deborah Langelaan 
Sent: Friday, February 04, 2011 01:59 PM 
To: Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Yes, it's explicitly stated at the top of the spreadsheet (TransCanada Oakville GS -
Unlevered Economics (July 8, 2009)) and the subject line in the cover letter that was sent 
along with the spreadsheet is as follows: 

"Re: TransCanada Base Oakville Generating Station Unlevered Economics" 

Unlevered definition: Refers to the calculation of cash flow without the effects of debt 
financing (e.g., no interest expense, issuance or repayment of debt). 

Deb 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 1:53 PM 
To: Deborah Langelaan 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

But the OGS financial model we got from TCE refers to "unlevered economics", doesn't it? 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
120 Adelaide St. West, Suite 1600 
Toronto, Ontario, M5H 1T1 
416-969-6288 (office) 
416-969-6071 (fax) 
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416-52e-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 

Original Message ----
From: Deborah Langelaan 
Sent: Friday, February e4, 2e11 e1:49 PM 
To: Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

I concur with your understanding. Terry Bennett stated the following ... " they could use a 
higher discount rate for the back end but they would use a lower rate at the front end but 
the number stays at $5eeMM. He further stated that ... "TCE uses a standardized discount rate 
across the board." 

Deb 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2e11 1:41 PM 
To: Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Was my understanding correct about what TCE said? My notes say that 5.25% was a blended 
rate. 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
12e Adelaide St. West, Suite 16ee 
Toronto, Ontario, M5H 1T1 
416-969-6288 (office) 
416-969-6e71 (fax) 
416-52e-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 

-----Original Message----
From: Deborah Langelaan 
Sent: Fri e4-Feb-11 1:39 PM 
To: Michael Killeavy; Anshul Mathur 
Subject: RE: TransCanada Energy Ltd Corporate.Structure 

Yes, in TCE's Executive Summary that was submitted as part of their SW GTA Proposal they are 
quoted as saying ... "One hundred percent (lee%) equity financing has been approved by 
TransCanada Corporation's Board of Directors." 

Deb 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2e11 1:34 PM 
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To: Anshul Mathur; Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

**** PRIVILEGED AND CONFIDENTIAL - PREPARED IN CONTEMPLATION OF LITIGATION *** 

This is good. I think the CAPM result is a bit low. I like the financial statement analysis 
value better. It seems intuitively right. 

Anshul, 
' 

Now, the reason why I asked for this. At yesterday's meeting the TCE folks indicated that 
the 5.25% was a blended rate and that the residual value could be discounted at a higher 
value, but that in the end it was still $SeeM. I have been thinking about this, and I don't 
see how the residual value could be discounted at a significantly higher discount rate, 
unless the contract cash flows over the term were discounted dirt cheap, i.e., well below 
TCE's cost of capital. This doesn't make much sense to me. When you have some time, can you 
please try a few model runs with the OGS model to see what the contract cash flows would need 
to be discounted at to still arrive at an NPV of %5e3M, if the residual cash flows were 
discounted at say 1e%, 15% and 2e%. Assume that the pre-COD CAPEX cash flows and contract 
cash flows are discounted at the same rate. 

Deb, 

I believe in the TCE proposal to the SWGTA RFP it said that the project would be funded 
entirely with equity. Is this correct? 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
12e Adelaide St. West, Suite 16ee 
Toronto, Ontario, MSH lTl 
416-969-6288 (office) 
416-969-6e71 (fax) 
416-52e-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 

-----Original Message----
From: Anshul Mathur 
Sent: Fri e4-Feb-11 1:14 PM 
To: Michael Killeavy; Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

*** CONFIDENTIAL AND WITHOUT PREJUDICE - PREPARED IN CONTEMPLATION OF LITIGATION *** 

See attached the Cost of Capital Models. I have. put that in a power point to make it an easy 
read. 
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From: Michael Killeavy 
Sent: February 4, 2011 11:33 AM 
To: Anshul Mathur; Deborah Langelaan 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

Thank you both. 

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

From: Anshul Mathur 
Sent: Friday, February 04, 2011 11:32 AM 
To: Deborah Langelaan 
cc: Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Thanks Deb. I found a bunch of information in their Financial Statements regarding Cost of 
Debt and Return on Equity (Targeted and Actual). I will be sending that out shortly. 

From: Deborah Langelaan 
Sent: February 4, 2011 11:31 AM 
To: Anshul Mathur 
Cc: Michael Killeavy 
Subject: TransCanada Energy Ltd Corporate Structure 

Anshul; 

Attached is a hodgepodge of corporate info on TCE. 

Deb 
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Aleksandar Kojic 

From: 
Sent: 
To: 

Deborah Langelaan 
February 4, 2011 2:16PM 
Michael Killeavy 

Subject: RE: TransCanada Energy Ltd Corporate Structure 

Seems to be - it's a bit of a head scratcher. 

Deb 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2811 2:11 PM 
To: Deborah Langelaan 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

Yep. So, they're saying their cost of equity is 5.25 percent? 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
128 Adelaide St. West, Suite 1688 
Toronto, Ontario, M5H 1T1 
416-969-6288 (office) 
416-969-6871 (fax) 
416-528-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 

Original Message ----
From: Deborah Langelaan 
Sent: Friday, February 84, 2811 81:59 PM 
To: Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Yes, it's explicitly stated at the top of the spreadsheet (TransCanada Oakville GS
Unlevered Economics (July 8, 2889)) and the subject line in the cover letter that was sent 
along with the spreadsheet is as follows: 

"Re: TransCanada Base Oakville Generating Station Unlevered Economics" 

Unlevered definition: Refers to the calculation of cash flow without the effects of debt 
financing (e.g., no interest expense, issuance or repayment of debt). 

Deb 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2811 1:53 PM 
To: Deborah Langelaan 
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Subject: Re: TransCanada Energy Ltd Corporate Structure 

But the OGS financial model we got from TCE refers to "unlevered economics", doesn't it? 

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

Original Message ----
From: Deborah Langelaan 
Sent: Friday, February 04, 2011 01:49 PM 
To: Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

I concur with your understanding. Terry Bennett stated the following ... " they could use a 
higher discount rate for the back end but they would use a lower rate at the front end but 
the number stays at $500MM. He further stated that ••. "TCE uses a standardized discount rate 
across the board." 

Deb 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 1:41 PM 
To: Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Was my understanding correct about what TCE said? My notes say that_5.25% was a blended 
rate. 

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

-----Original Message----
From: Deborah Langelaan 
Sent: Fri 04-Feb-11 1:39 PM 
To: Michael Killeavy; Anshul Mathur 
Subject: RE: TransCanada Energy Ltd Corporate Structure 
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Yes, in TCE's Executive Summary that was submitted as part of their SW GTA Proposal they are 
quoted as saying ... "Onehundred percent (100%) equity financing has been approved by 
TransCanada Corporation's Board of Directors." 

Deb 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 1:34 PM 
To: Anshul Mathur; Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

**** PRIVILEGED AND CONFIDENTIAL - PREPARED IN CONTEMPLATION OF LITIGATION *** 

This is good. I think the CAPM result is a bit low. I like the financial statement analysis 
value better. It seems intuitively right. 

Anshul, 

Now, the reason why I asked for this. At yesterday's meeting the TCE folks indicated that 
the 5.25% was a blended rate and that the residual value could be discounted at a higher 
value, but that in the end it was still $500M. I have been thinking about this, and I don't 
see how the residual value could be discounted at a significantly higher discount rate, 
unless the contract cash flows over the term were discounted dirt cheap, i.e., well below 
TCE's cost of capital. This doesn't make much sense to me. When you have some time, can you 
please try a few model runs with the OGS model to see what the contract cash flows would need 
to be discounted at to still arrive at an NPV of %503M, if the residual cash flows were 
discounted at say 10%, 15% and 20%. Assume that the pre-COD CAPEX cash flows and contract 
cash flows are discounted at the same rate. 

Deb, 

I believe in the TCE proposal to the SWGTA RFP it said that the project would be funded 
entirely with equity. Is this correct? 

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

-----Original Message----
From: Anshul Mathur 
Sent: Fri 04-Feb-11 1:14 PM 
To: Michael Killeavy; Deborah Langelaan 
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Subject: RE; Transcanada Energy Ltd Corporate Structure 

*** CONFIDENTIAL AND WITHOUT PREJUDICE - PREPARED IN CONTEMPLATION OF LITIGATION *** 

See attached the Cost of Capital Models. I have put that in a power point to make it an easy 
read. 

From: Michael Killeavy 
Sent: February 4, 2011 11:33 AM 
To: Anshul Mathur; Deborah Langelaan 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

Thank you both. 

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

From: Anshul Mathur 
Sent: Friday, February 04, 2011 11:32 AM 
To: Deborah Langelaan 
Cc: Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Thanks Deb. I found a bunch of information in their Financial Statements regarding Cost of 
Debt and Return on Equity (Targeted and Actual). I will be sending that out shortly. 

From: Deborah Langelaan 
Sent: February 4, 2011 11:31 AM 
To: Anshul Mathur 
Cc: Michael Killeavy 
Subject: TransCanada Energy Ltd Corporate Structure 
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Anshul; 

Attached is a hodgepodge of corporate info on TCE. 

Deb 
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Aleksandar Kojic 

From: Michael Killeavy 
Sent: 
To: 

February 4, 2011 2:24 PM 
Deborah Langelaan; Anshul Mathur 

Subject: Re: TransCanada Energy Ltd Corporate Structure 

Anshul, 

What do you think? Am I out to lunch? 

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

Original Message ----
From: Deborah Langelaan 
Sent: Friday, February 04, 2011 02:16 PM 
To: Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Seems to be - it's a bit of a head scratcher. 

Deb 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 2:11 PM 
To: Deborah Langelaan 
Subject: Re: TransCanada Energy Ltd corporate Structure 

Yep. So, they're saying their cost of equity is 5.25 percent? 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
120 Adelaide St. West, Suite 1600 
Toronto, Ontario, M5H 1T1 
416-969-6288 (office) 
416-969-6071 (fax) 
416-520-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 
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Original Message ----
From: Deborah Langelaan 
Sent: Friday, February 04, 2011 01:59 PM 
To: Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Yes, it's explicitly stated at the top of the spreadsheet (TransCanada Oakville GS -
Unlevered Economics (July 8, 2009)) and the subject line in the cover letter that was sent 
along with the spreadsheet is as follows: 

"Re: TransCanada Base Oakville Generating Station Unlevered Economics" 

Unlevered definition: Refers to the calculation of cash flow without the effects of debt 
financing (e.g., no.interest expense, issuance or repayment of debt). 

Deb 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 1:53 PM 
To: Deborah Langelaan 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

But the OGS financial model we got from TCE refers to "unlevered economics", doesn't it? 

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

Original Message ----
From: Deborah Langelaan 
Sent: Friday, February 04, 2011 01:49 PM 
To: Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

I concur with your understanding. Terry Bennett stated the following ... " they could use a 
higher discount rate for the back end but they would use a lower rate at the front end but 
the number stays at $500MM. He further stated that ..• "TCE uses a standardized discount rate 
across the board." 

Deb 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 1:41 PM 
To: Deborah Langelaan 
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Subject: RE: TransCanada Energy Ltd Corporate Structure 

Was my understanding correct about what TCE said? My notes say that S.25% was a blended 
rate. 

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

-----Original Message----
From: Deborah Langelaan 
Sent: Fri 04-Feb-11 1:39 PM 
To: Michael Killeavy; Anshul Mathur 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Yes, in TCE's Executive Summary that was submitted as part of their SW GTA Proposal they are 
quoted as saying ... "One hundred percent (100%) equity financing has been approved by 
Transcanada Corporation's Board of Directors." 

Deb 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 1:34 PM 
To: Anshul Mathur; Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

**** PRIVILEGED AND CONFIDENTIAL - PREPARED IN CONTEMPLATION OF LITIGATION *** 

This is good. I think the CAPM result is a bit low. I like the financial statement analysis 
value better. It seems intuitively right. 

Anshul, 

Now, the reason why I asked for this. At yesterday's meeting the TCE folks indicated that 
the 5.25% was a blended rate and that the residual value could be discounted at a higher 
value, but that in the end it was still $500M. I have been thinking about this, and I don't 
see how the residual value could be discounted at a significantly higher discount rate, 
unless the contract cash flows over the term were discounted dirt cheap, i.e., well below 
TCE's cost of capital. This doesn't make much sense to me. When you have some time, can you 
please try a few model runs with the OGS model to see what the contract cash flows would need 
to be discounted at to still arrive at an NPV of %503M, if the residual cash flows were 
discounted at say 10%, 15% and 20%. Assume that the pre-COD CAPEX cash flows and contract 
cash flows are discounted at the same rate. 

Deb, 
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I believe in the TCE proposal to the SWGTA RFP it said that the project would be funded 
entirely with equity. Is this correct? 

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

-----Original Message----
From: Anshul Mathur 
Sent: Fri 04-Feb-11 1:14 PM 
To: Michael Killeavy; Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

*** CONFIDENTIAL AND WITHOUT PREJUDICE - PREPARED IN CONTEMPLATION OF LITIGATION *** 

See attached the Cost of Capital Models. I have put that in a power point to make it an easy 
read. 

From: Michael Killeavy 
Sent: February 4, 2011 11:33 AM 
To: Anshul Mathur; Deborah Langelaan 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

Thank you both. 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
120 Adelaide st. West, Suite 1600 
Toronto, Ontario, MSH 1T1 
416-969-6288 (office) 
416-969-6071 (fax) 
416-520-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 
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From: Anshul Mathur 
Sent: Friday, February 04, 2011 11:32 AM 
To: Deborah Langelaan 
Cc: Michael Killeavy 
Subject:· RE: TransCanada Energy Ltd Corporate Structure 

Thanks Deb. I found a bunch of information in their Financial Statements regarding Cost of 
Debt and Return on Equity (Targeted and Actual). I will be sending that out shortly. 

From: Deborah Langelaan 
Sent: February 4, 2011 11:31 AM 
To: Anshul Mathur 
Cc: Michael Killeavy 
Subject: TransCanada Energy Ltd Corporate Structure 

Anshul; 

Attached is a hodgepodge of corporate info on TCE. 

Deb 
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Aleksandar Kojic 

From: Anshul Mathur 
Sent: February 4, 2011 2:32 PM 
To: Michael Killeavy; Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

**** PRIVILEGED AND CONFIDENTIAL - PREPARED IN CONTEMPLATION OF LITIGATION *** 

Cost of Equity of 5.25% while Cost of Debt -6.63% means whatever they are smoking is good 
stuff, in my opinion. 

Why would equity holders, without any protection, give money for lower return than Debt 
holders? Moreover, if they are raising money for only OGS, then the risk profile for the new 
shareholders is really high. 

I can't think of any possible reason why and how they can raise equity money for lower 
returns debt. 

I am trying to run the model for comparing discount rates for 1-20 vs. 21-30years - but excel 
is g1v1ng me problems - it's not able to calculate xnpv for some odd reason. I will do some 
analysis and get back you. 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 2:24PM 
To: Deborah Langelaan; Anshul Mathur 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

Anshul, 

What do you think? Am I out to lunch? 

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

Original Message ----
From: Deborah Langelaan 
Sent: Friday, February 04, 2011 02:16 PM 
To: Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Seems to be - it's a bit of a head scratcher. 

Deb 
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-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 2:11 PM 
To: Deborah Langelaan 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

Yep. so, they're saying their cost of equity is 5.25 percent? 

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

Original Message ----
From: Deborah Langelaan 
Sent: Friday, February 04, 2011 01:59 PM 
To: Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Yes, it's explicitly stated at the top of the spreadsheet (TransCanada Oakville GS -
Unlevered Economics (July 8, 2009)) and the subject line in the cover letter that was sent 
along with the spreadsheet is as follows: 

"Re: TransCanada Base Oakville Generating Station Unlevered Economics" 

Unlevered definition: Refers to the calculation of cash flow without the effects of debt 
financing (e.g., no interest expense, issuance or repayment of debt). 

Deb 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 1:53 PM 
To: Deborah Langelaan 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

But the OGS financial model we got from TCE refers to "unlevered economics", doesn't it? 

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

Original Message ----
From: Deborah Langelaan 
Sent: Friday, February 04, 2011 01:49 PM 
To: Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

I concur with your understanding. Terry Bennett stated the following ... " they could use a 
higher discount rate for the back end but they would use a lower rate at the front end but 
the number stays at $500MM. He further stated that .•. "TCE uses a standardized discount rate 
across the board." 

Deb 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 1:41 PM 
To: Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Was my understanding correct about what TCE said? My notes say that 5.25% was a blended 
rate. 

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

-----Original Message----
From: Deborah Langelaan 
Sent: Fri 04-Feb-11 1:39 PM 
To: Michael Killeavy; Anshul Mathur 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Yes, in TCE's Executive Summary that was submitted as part of their SW GTA Proposal they are 
quoted as saying ••. "One hundred percent (100%) equity financing has been approved by 
TransCanada Corporation's Board of Directors." 

Deb 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 1:34 PM 
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To: Anshul Mathur; Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

**** PRIVILEGED AND CONFIDENTIAL - PREPARED IN CONTEMPLATION OF LITIGATION *** 

This is good. 
value better. 

I think the CAPM result is a bit low. I like the financial statement analysis 
It seems intuitively right. 

Anshul, 

Now, the reason why I asked for this. At yesterday's meeting the TCE folks indicated that 
the 5.25% was a blended rate and that the residual value could be discounted at a higher 
value, but that in the end it was still $SeeM. I have been thinking about this, and I don't 
see how the residual value could be discounted at a significantly higher discount rate, 
unless the contract cash flows over the term were discounted dirt cheap, i.e., well below 
TCE's cost of capital. This doesn't make much sense to me. When you have some time, can you 
please try a few model runs with the OGS model to see what the contract cash flows would need 
to be discounted at to still arrive at an NPV of %5e3M, if the residual cash flows were 
discounted at say 1e%, 15% and 2e%. Assume that the pre-COD CAPEX cash flows and contract 
cash flows are discounted at the same rate. 

Deb, 

I believe in the TCE proposal to the SWGTA RFP it said that the project would be funded 
entirely with equity. Is this correct? 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
12e Adelaide st. West, Suite 16ee 
Toronto, Ontario, M5H 1T1 
416-969-6288 (office) 
416-969-6e71 (fax) 
416-52e-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 

-----Original Message----
From: Anshul Mathur 
Sent: Fri e4-Feb-11 1:14PM 
To: Michael Killeavy; Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

*** CONFIDENTIAL AND WITHOUT PREJUDICE - PREPARED IN CONTEMPLATION OF LITIGATION *** 

See attached the Cost of Capital Models. I have put that in a power point to make it an easy 
read. 
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From: Michael Killeavy 
Sent: February 4, 2011 11:33 AM 
To: Anshul Mathur; Deborah Langelaan 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

Thank you both. 

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

From: Anshul Mathur 
Sent: Friday, February 04, 2011 11:32 AM 
To: Deborah Langelaan 
Cc: Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Thanks Deb. I found a bunch of information in their Financial Statements regarding Cost of 
Debt and Return on Equity (Targeted and Actual). I will be sending that out shortly. 

From: Deborah Langelaan 
Sent: February 4, 2011 11:31 AM 
To: Anshul Mathur 
Cc: Michael Killeavy 
Subject: TransCanada Energy Ltd Corporate Structure 

Anshul; 

Attached is a hodgepodge of corporate info on TCE. 

Deb 
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Aleksandar Kojic 

From: 
Sent: 
To: 

Anshul Mathur 
February 4, 2011 2:34 PM 
Michael Killeavy 

Subject: RE: TransCanada Energy Ltd Corporate Structure 

I might just go home and work on this as I know the model was working at home when I was 
crunching some numbers last night ... 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 2:24 PM 
To: Deborah Langelaan; Anshul Mathur 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

Anshul, 

What do you think? Am I out to lunch? 

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

Original Message ----
From: Deborah Langelaan 
Sent: Friday, February 04, 2011 02:16 PM 
To: Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Seems to be- it's a bit of a head scratcher. 

Deb 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 2:11 PM 
To: Deborah Langelaan 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

Yep. So, they're saying their cost of equity is 5.25 percent? 

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

Original Message ----
From: Deborah Langelaan 
Sent: Friday, February 04, 2011 01:59 PM 
To: Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Yes, it's explicitly stated at the top of the.spreadsheet (TransCanada Oakville GS
Unlevered Economics (July 8, 2009)) and the subject line in the cover letter that was sent 
along with the spreadsheet is as follows: 

"Re: TransCanada Base Oakville Generating Station Unlevered Economics" 

Unlevered definition: Refers to the calculation of cash flow without the effects of debt 
financing (e.g., no interest expense, issuance or repayment of debt). 

Deb 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 1:53 PM 
To: Deborah Langelaan 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

But the OGS financial model we got from TCE refers to "unlevered economics", doesn't it? 

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

Original Message ----
From: Deborah Langelaan 
Sent: Friday, February 04, 2011 01:49 PM 
To: Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

I concur with your understanding. Terry Bennett stated the following ••. " they could use a 
higher discount rate for the back end but they would use a lower rate at the front end but 
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the number stays at $500MM. He further stated that ... "TCE uses a standardized discount rate 
across the board." 

Deb 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 1:41 PM 
To: Deborah Langelaan 
subject: RE: TransCanada Energy Ltd Corporate Structure 

was my understanding correct about what TCE said? My notes say that 5.25% was a blended 
rate. 

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

-----Original Message-----
From: Deborah Langelaan 
Sent: Fri 04-Feb-11 1:39 PM 
To:.Michael Killeavy; Anshul Mathur 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Yes, in TCE's Executive Summary that was submitted as part of their SW GTA Proposal they are 
quoted as saying ... "One hundred percent (100%) equity financing has been approved by 
Transcanada Corporation's Board of Directors." 

Deb 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 1:34 PM 
To: Anshul Mathur; Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

**** PRIVILEGED AND CONFIDENTIAL - PREPARED IN CONTEMPLATION OF LITIGATION *** 

This is good. 
value better. 

Anshul, 

I think the CAPM result is a bit low. 
It seems intuitively right. 

I like the financial statement analysis 

Now, the reason why I asked for this. At yesterday's meeting the TCE folks indicated that 
the 5.25% was a blended rate and that the residual value could be discounted at a higher 
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value, but that in the end it was still $500M. I have been thinking about this, and I don't 
see how the residual value could be discounted at a significantly higher discount rate, 
unless the contract cash flows over the term were discounted dirt cheap, i.e., well below 
TCE's cost of capital. This doesn't make much sense to me. When you have some time, can you 
please try a few model runs with the OGS model to see what the contract cash flows would need 
to be discounted at to still arrive at an NPV of %503M, if the residual cash flows were 
discounted at say 10%, 15% and 20%. Assume that the pre-COD CAPEX cash flows and contract 
cash flows are discounted at the same rate. 

Deb, 

I believe in the TCE proposal to the SWGTA RFP it said that the project would be funded 
entirely with equity. Is this correct? 

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

-----Original Message----
From: Anshul Mathur 
Sent: Fri 04-Feb-11 1:14 PM 
To: Michael Killeavy; Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

*** CONFIDENTIAL AND WITHOUT PREJUDICE - PREPARED IN CONTEMPLATION OF LITIGATION *** 

See attached the Cost of Capital Models. I have put that in a power point to make it an easy 
read. 

From: Michael Killeavy 
Sent: February 4, 2011 11:33 AM 
To: Anshul Mathur; Deborah Langelaan 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

Thank you both. 

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

From: Anshul Mathur 
Sent: Friday, February 04, 2011 11:32 AM 
To: Deborah Langelaan 
Cc: Michael Killeavy 
Subject: RE: Transcanada Energy Ltd Corporate Structure 

Thanks Deb. I found a bunch of information in their Financial Statements regarding Cost of 
Debt and Return on Equity (Targeted and Actual). I will be sending that out shortly. 

From: Deborah Langelaan 
Sent: February 4, 2011 11:31 AM 
To: Anshul Mathur 
Cc: Michael Killeavy 
subject: TransCanada Energy Ltd Corporate Structure 

Anshul; 

Attached is a hodgepodge of corporate info on TCE. 

Deb 
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Aleksandar Kojic 

From: 
Sent: 

Michael Killeavy 
February 4, 2011 2:36 PM 

To: Anshul Mathur; Deborah Langelaan 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

**** PRIVILEGED AND CONFIDENTIAL - PREPARED IN CONTEMPLATION OF LITIGATION *** 

I agree. It's nonsensical. 

I think they've done what they've done to boost the value of the project on fictional, 
speculative, post-contract cash flows. 

We have them. 

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

Original Message 
From: Anshul Mathur 
Sent: Friday, February 04, 2011 02:31 PM 
To: Michael Killeavy; Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

**** PRIVILEGED AND CONFIDENTIAL - PREPARED IN CONTEMPLATION OF LITIGATION *** 

Cost of Equity of 5.25% while Cost of Debt -6.63% means whatever they are smoking is good 
stuff, in my opinion. 

Why would equity holders, without any protection, give money for lower return than Debt 
holders? Moreover, if they are raising money for only OGS, then the risk profile for the new 
shareholders is really high. 

I can't think of any possible reason why and how they can raise equity money for lower 
returns debt. 

I am trying to run the model for comparing discount rates for 1-20 vs. 21-30years - but excel 
is giving me problems -it's not able to calculate xnpv for some odd reason. I will do some 
analysis and get back you. 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 2:24 PM 
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To: Deborah Langelaan; Anshul Mathur 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

Anshul, 

What do you think? Am I out to lunch? 

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

Original Message ----
From: Deborah Langelaan 
Sent: Friday, February 04, 2011 02:16 PM 
To: Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Seems to be - it's a bit of a head scratcher. 

Deb 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 2:11 PM 
To: Deborah Langelaan 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

Yep. So, they're saying their cost of equity is 5.25 percent? 

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

Original Message ----
From: Deborah Langelaan 
Sent: Friday, February 04, 2011 01:59 PM 
To: Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 
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Yes, it's explicitly stated at the top of the spreadsheet (TransCanada Oakville GS -
Unlevered Economics (July 8, 2009)) and the subject line in the cover letter that was sent 
along with the spreadsheet is as follows: 

"Re: TransCanada Base Oakville Generating Station Unlevered Economics" 

Unlevered definition: Refers to the calculation of cash flow without the effects of debt 
financing (e.g., no interest expense, issuance or repayment of debt). 

Deb 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 1:53 PM 
To: Deborah Langelaan 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

But the OGS financial model we got from TCE refers to "unlevered economics", doesn't it? 

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

Original Message ----
From: Deborah Langelaan 
Sent: Friday, February 04, 2011 01:49 PM 
To: Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

I concur with your understanding. Terry Bennett stated the following ... " they could use a 
higher discount rate for the back end but they would use a lower rate at the front end but 
the number stays at $500MM. He further stated that ... "TCE uses a standardized discount rate 
across the board." 

Deb 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 1:41 PM 
To: Deborah Langelaan 
Subject: RE: Transcanada Energy Ltd Corporate Structure 

Was my understanding correct about what TCE said? My notes say that 5.25% was a blended 
rate. 
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Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
120 Adelaide St. West, Suite 1600 
Toronto, Ontario, M5H 1T1 
416-969-6288 (office) 
416-969-6071 (fax) 
416-520-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 

-----Original Message----
From: Deborah Langelaan 
Sent: Fri 04-Feb-11 1:39 PM 
To: Michael Killeavy; Anshul Mathur 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Yes, in TCE"s Executive Summary that was submitted as part of their SW GTA Proposal they are 
quoted as saying ... "'One hundred percent (100%) equity financing has been approved by 
TransCanada Corporation's Board of Directors."' 

Deb 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 1:34 PM 
To: Anshul Mathur; Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

**** PRIVILEGED AND CONFIDENTIAL - PREPARED IN CONTEMPLATION OF LITIGATION *** 

This is good. I think the CAPM result is a bit low. I like the financial statement analysis 
value better. It seems intuitively right. 

Anshul, 

Now, the reason why I asked for this. At yesterday's meeting the TCE folks indicated that 
the 5.25% was a blended rate and that the residual value could be discounted at a higher 
value, but that in the end it was still $500M. I have been thinking about this, and I don't 
see how the residual value could be discounted at a significantly higher discount rate, 
unless the contract cash flows over the term were discounted dirt cheap, i.e., well below 
TCE's cost of capital. This doesn't make much sense to me. When you have some time, can you 
please try a few model runs with the OGS model to see what the contract cash flows would need 
to be discounted at to still arrive at an NPV of %503M, if the residual cash flows were 
discounted at say 10%, 15% and 20%. Assume that the pre-COD CAPEX cash flows and contract 
cash flows are discounted at the same rate. 

Deb, 

I believe in the TCE proposal to the SWGTA RFP it said that the project would be funded 
entirely with equity. Is this correct? 
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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, MSH 1T1 
416-969-6288 (office) 
416-969-6071 (fax) 
416-520-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 

-----Original Message----
From: Anshul Mathur 
Sent: Fri 04-Feb-11 1:14 PM 
To: Michael Killeavy; Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

*** CONFIDENTIAL AND WITHOUT PREJUDICE - PREPARED IN CONTEMPLATION OF LITIGATION *** 

See attached the Cost of Capital Models. I have put that in a power point to make it an easy 
read. 

From: Michael Killeavy 
Sent: February 4, 2011 11:33 AM 
To: Anshul Mathur; Deborah Langelaan 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

Thank you both. 

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

From: Anshul Mathur 
Sent: Friday, February 04, 2011 11:32 AM 
To: Deborah Langelaan 
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Cc: Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Thanks Deb. I found a bunch of information in their Financial Statements regarding Cost of 
Debt and Return on Equity (Targeted and Actual). I will be sending that out shortly. 

From: Deborah Langelaan 
Sent: February 4, 2011 11:31 AM 
To: Anshul Mathur 
Cc: Michael Killeavy 
Subject: TransCanada Energy Ltd Corporate Structure 

Anshul; 

Attached is a hodgepodge of corporate info on TCE. 

Deb 
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Aleksandar Kojic 

From: 
Sent: 
To: 

Michael Killeavy 
February 4, 2011 2:37 PM 
Anshul Mathur 

Subject: Re: TransCanada Energy Ltd Corporate Structure 

Ask Deb. 

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

Original Message ----
From: Anshul Mathur 
Sent: Friday, February 04, 2011 02:34 PM 
To: Michael Killeavy 
Subject: RE: Transcanada Energy Ltd Corporate Structure 

I might just go home and work on this as I know the model was working at home when I was 
crunching some numbers last night ... 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 2:24 PM 
To: Deborah Langelaan; Anshul Mathur 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

Anshul, 

What do you think? Am I out to lunch? 

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

Original Message ----
From: Deborah Langelaan 
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Sent: Friday, February 04, 2011 02:16 PM 
To: Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Seems to be - it's a bit of a head scratcher. 

Deb 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 2:11 PM 
To: Deborah Langelaan 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

Yep. So, they're saying their cost of equity is 5.25 percent? 

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

Original Message ----
From: Deborah Langelaan 
Sent: Friday, February 04, 2011 01:59 PM 
To: Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Yes, it's explicitly stated at the top of the spreadsheet (TransCanada Oakville GS -
Unlevered Economics (July 8, 2009)) and the subject line in the cover letter that was sent 
along with the spreadsheet is as follows: 

"Re: TransCanada Base Oakville Generating Station Unlevered Economics" 

Unlevered definition: Refers to the calculation of cash flow without the effects of debt 
financing (e.g., no interest expense, issuance or repayment of debt). 

Deb 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 1:53 PM 
To: Deborah Langelaan 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

But the OGS financial model we got from TCE refers to "unlevered economics", doesn't it? 
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Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
120 Adelaide St. West, Suite 1600 
Toronto, Ontario, M5H 1T1 
416-969-6288 (office) 
416-969-6071 (fax) 
416-520-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 

Original Message ----
From:~ Deborah langelaan 
Sent: Friday, February 04, 2011 01:49 PM 
To: Michael Killeavy 
Subject: RE: TransCanada Energy ltd Corporate Structure 

I concur with your understanding. Terry Bennett stated the following ... " they could use a 
higher discount rate for the back end but they would use a lower rate at the front end but 
the number stays at $500MM. He further stated that ... "TCE uses a standardized discount rate 
across the board." 

Deb 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 1:41 PM 
To: Deborah Langelaan 
Subject: RE: TransCanada Energy ltd Corporate Structure 

Was my understanding correct about what TCE said? My notes say that 5.25% was a blended 
rate. 

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

-----Original Message----
From: Deborah Langelaan 
Sent: Fri 04-Feb-11 1:39 PM 
To: Michael Killeavy; Anshul Mathur 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Yes, in TCE's Executive Summary that was submitted as part of their SW GTA Proposal they are 
quoted as saying ... "One hundred percent (100%) equity financing has been approved by 
TransCanada Corporation's Board of Directors." 
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Deb 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2e11 1:34 PM 
To: Anshul Mathur; Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

**** PRIVILEGED AND CONFIDENTIAL - PREPARED IN CONTEMPLATION OF LITIGATION *** 

This is good. I think the CAPM result is a bit low. I like the financial statement analysis 
value better. It seems intuitively right. 

Anshul, 

Now, the reason why I asked for this. At yesterday's meeting the TCE folks indicated that 
the 5.25% was a blended rate and that the residual value could be discounted at a higher 
value, but that in the end it was still $seeM. I have been thinking about this, and I don't 
see how the residual value could be discounted at a significantly higher discount rate, 
unless the contract cash flows over the term were discounted dirt cheap, i.e., well below 
TCE's cost of capital. This doesn't make much sense to me. When you have some time, can you 
please try a few model runs with the OGS model to see what the contract cash flows would need 
to be discounted at to still arrive at an NPV of %Se3M, if the residual cash flows were 
discounted at say 1e%, 15% and 2e%. Assume that the pre-COD CAPEX cash flows and contract 
cash flows are discounted at the same rate. 

Deb, 

I believe in the TCE proposal to the SWGTA RFP it said that the project would be funded 
entirely with equity. Is this correct? 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
12e Adelaide St. West, Suite 16ee 
Toronto, Ontario, MSH 1T1 
416-969-6288 (office) 
416-969-6e71 (fax) 
416-52e-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 

-----Original Message----
From: Anshul Mathur 
Sent: Fri e4-Feb-11 1:14 PM 
To: Michael Killeavy; Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

*** CONFIDENTIAL AND WITHOUT PREJUDICE - PREPARED IN CONTEMPLATION OF LITIGATION *** 
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See attached the Cost of Capital Models. 
read. 

From: Michael Killeavy 
Sent: February 4, 2011 11:33 AM 
To: Anshul Mathur; Deborah Langelaan 

I have put that in a power point to make it an easy 

Subject: _Re: TransCanada Energy Ltd Corporate Structure 

Thank you both. 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
128 Adelaide St. West, Suite 1688 
Toronto, Ontario, MSH 1T1 
416-969-6288 (office) 
416-969-6871 (fax) 
416-528-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 

From: Anshul Mathur 
Sent: Friday, February 84, 2011 11:32 AM 
To: Deborah Langelaan 
Cc: Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Thanks Deb. I found a bunch of information in their Financial Statements regarding Cost of 
Debt and Return on Equity (Targeted and Actual). I will be sending that out shortly. 

From: Deborah Langelaan 
Sent: February 4, 2811 11:31 AM 
To: Anshul Mathur 
Cc: Michael Killeavy 
Subject: TransCanada Energy Ltd Corporate Structure 

Anshul; 
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Aleksandar Kojic 

From: Anshul Mathur 
Sent: February 4, 2011 2:38PM 
To: Michael Killeavy; Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

A lower Cost of Capital also boosts their 1-20year cash flows too and not just last 10 years. 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 2:36 PM 
To: Anshul Mathur; Deborah Langelaan 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

**** PRIVILEGED AND CONFIDENTIAL - PREPARED IN CONTEMPLATION OF LITIGATION *** 

I agree. It's nonsensical. 

I think they've done what they've done to boost the value of the project on fictional, 
speculative, post-contract cash flows. 

We have them. 

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

Original Message ----
From: Anshul Mathur 
Sent: Friday, February 04, 2011 02:31 PM 
To: Michael Killeavy; Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

**** PRIVILEGED AND CONFIDENTIAL - PREPARED IN CONTEMPLATION OF LITIGATION *** 

Cost of Equity of 5.25% while Cost of Debt -6.63% means whatever they are smoking is good 
stuff, in my opinion. 

Why would equity holders, without any protection, give money for lower return than Debt 
holders? Moreover, if they are raising money for only OGS, then the risk profile for the new 
shareholders is really high. 

I can't think of any possible reason why and how they can raise equity money for lower 
returns debt. 
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I am trying to run the model for comparing discount rates for 1-20 vs. 21-30years - but excel 
is giving me problems - it's not able to calculate xnpv for some odd reason. I will do some 
analysis and get back you. 

-----Original Message----
From: Michael Killeavy 
sent: February 4, 2011 2:24 PM 
To: Deborah Langelaan; Anshul Mathur 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

Anshul, 

What do you think? Am I out to lunch? 

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

Original Message ----
From: Deborah Langelaan 
Sent: Friday, February 04, 2011 02:16 PM 
To: Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Seems to be - it's a bit of a head scratcher. 

Deb 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 2:11 PM 
To: Deborah Langelaan 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

Yep. So, they're saying their cost of equity is 5.25 percent? 

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) 
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Michael.killeavy@powerauthority.on.ca 

Original Message ----
From: Deborah Langelaan 
Sent: Friday, February 04, 2011 01:59 PM 
To: Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Yes, it's explicitly stated at the top of the spreadsheet (TransCanada Oakville GS -
Unlevered Economics (July 8, 2009)) and the subject line in the cover letter that was sent 
along with the spreadsheet is as follows: 

"Re: TransCanada Base Oakville Generating Station Unlevered Economics" 

Unlevered definition: Refers to the calculation of cash flow without the effects of debt 
financing (e.g., no interest expense, issuance or repayment of debt). 

Deb 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 1:53 PM 
To: Deborah Langelaan 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

But the OGS financial model we got from TCE refers to "unlevered economics", doesn't it? 

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

Original Message ----
From: Deborah Langelaan 
Sent: Friday, February 04, 2011 01:49 PM 
To: Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

I concur with your understanding. Terry Bennett stated the following ... " they could use a 
higher discount rate for the back end but they would use a lower rate at the front end but 
the number stays at $500MM. He further stated that ... "TCE uses a standardized discount rate 
across the board." 

Deb 
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-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 1:41 PM 
To: Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

was my understanding correct about what TCE said? My notes say that 5.25% was a blended 
rate. 

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

-----Original Message----
From: Deborah Langelaan 
Sent: Fri 04-Feb-11 1:39 PM 
To: Michael Killeavy; Anshul Mathur 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Yes, in TCE"s Executive Summary that was submitted as part of their SW GTA Proposal they are 
quoted as saying ... "One hundred percent (100%) equity financing has been approved by 
TransCanada Corporation"s Board of Directors." 

Deb 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 1:34 PM 
To: Anshul Mathur; Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

**** PRIVILEGED AND CONFIDENTIAL - PREPARED IN CONTEMPLATION OF LITIGATION *** 

This is good. I think the CAPM result is a bit low. I like the financial statement analysis 
value better. It seems intuitively right. 

Anshul, 

Now, the reason why I asked for this. At yesterday's meeting the TCE folks indicated that 
the 5.25% was a blended rate and that the residual value could be discounted at a higher 
value, but that in the end it was still $500M. I have been thinking about this, and I don't 
see how the residual value could be discounted at a significantly higher discount rate, 
unless the contract cash flows over the term were discounted dirt cheap, i.e., well below 
TCE's cost of capital. This doesn't make much sense to me. When you have some time, can you 
please try a few model runs with the OGS model to see what the contract cash flows would need 
to be·discounted at to still arrive at an NPV of %503M, if the residual cash flows were 
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discounted at say 10%, 15% and 20%. Assume that the pre-COD CAPEX cash flows and contract 
cash flows are discounted at the same rate. 

Deb, 

I believe in the TCE proposal to the SWGTA RFP it said that the project would be funded 
entirely with equity. Is this correct? 

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

-----Original Message----
From: Anshul Mathur 
Sent: Fri 04-Feb-11 1:14 PM 
To: Michael Killeavy; Deborah Langelaan 

·Subject: RE: TransCanada Energy Ltd Corporate Structure 

*** CONFIDENTIAL AND WITHOUT PREJUDICE - PREPARED IN CONTEMPLATION OF LITIGATION *** 

See attached the Cost of Capital Models. I have put that in a power point to make it an easy 
read. 

From: Michael Killeavy 
Sent: February 4, 2011 11:33 AM 
To: Anshul Mathur; Deborah Langelaan 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

Thank you both. 

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

From: Anshul Mathur 
Sent: Friday, February 04, 2011 11:32 AM 
To: Deborah Langelaan 
Cc: Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Thanks Deb. I found a bunch of information in their Financial Statements regarding Cost of 
Debt and Return on Equity (Targeted and Actual). I will be sending that out shortly .. 

From: Deborah Langelaan 
Sent: February 4, 2011 11:31 AM 
To: Anshul Mathur 
Cc: Michael Killeavy 
Subject: TransCanada Energy Ltd Corporate Structure 

Anshul; 

Attached is a hodgepodge of corporate info on TCE. 

Deb 
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Aleksandar Kojic 

From: 
Sent: 

Michael Killeavy 
February 4, 2011 2:42 PM 

To: Anshul Mathur; Deborah Langelaan 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

Yes, but look how rich the last 10 years are. 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
120 Adelaide St. West, Suite 1600 
Toronto, Ontario, M5H 1T1 
416-969-6288 (office) 

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

Original Message ----
From: Anshul Mathur 
Sent: Friday, February 04, 2011 02:38 PM 
To: Michael Killeavy; Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

A lower Cost of Capital also boosts their 1-20year cash flows too and not just last 10 years. 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 2:36 PM 
To: Anshul Mathur; Deborah Langelaan 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

**** PRIVILEGED AND CONFIDENTIAL - PREPARED IN CONTEMPLATION OF LITIGATION *** 

I agree. It's nonsensical. 

I think they've done what they've done to boost the value of the project on fictional, 
speculative, post-contract cash flows. 

We have them. 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
120 Adelaide St. West, Suite 1600 
Toronto, Ontario, M5H 1T1 
416-969-6288 (office) 
416-969-6071 (fax) 
416-520-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 
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Original Message 
From: Anshul Mathur 
Sent: Friday, February 04, 2011 02:31 PM 
To: Michael Killeavy; Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

**** PRIVILEGED AND CONFIDENTIAL - PREPARED IN CONTEMPLATION OF LITIGATION *** 

Cost of Equity of 5.25% while Cost of Debt ~6.63% means whatever they are smoking is good 
stuff, in my opinion. 

Why would equity holders, without any protection, give money for lower return than Debt 
holders? Moreover, if they are raising money for only OGS, then the risk profile for the new 
shareholders is really high. 

I can't think of any possible reason why and how they can raise equity money for lower 
returns debt. 

I am trying to run the model for comparing discount rates for 1-20 vs. 21-30years - but excel 
is giving me problems - it's not able to calculate xnpv for some odd reason. I will do some 
analysis and get back you. 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 2:24 PM 
To: Deborah Langelaan; Anshul Mathur 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

Anshul, 

What do you think? Am I out to lunch? 

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

Original Message ----
From: Deborah Langelaan 
Sent: Friday, February 04, 2011 02:16 PM 
To: Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Seems to be - it's a bit of a head scratcher. 

Deb 
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-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 2:11 PM 
To: Deborah Langelaan 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

Yep. So, they're saying their cost of equity is 5.25 percent? 

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

Original Message ----
From: Deborah Langelaan 
Sent: Friday, February 04, 2011 01:59 PM 
To: Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Yes, it's explicitly stated at the top of the spreadsheet (TransCanada Oakville GS -
Unlevered Economics (July 8, 2009)) and the subject line in the cover letter that was sent 
along with the spreadsheet is as follows: 

"Re: TransCanada Base Oakville Generating Station Unlevered Economics" 

Unlevered definition: Refers to the calculation of cash flow without the effects of debt 
financing (e.g., no interest expense, issuance or repayment of debt). 

Deb 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 1:53 PM 
To: Deborah Langelaan 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

But the OGS financial model we got from TCE refers to "unlevered economics", doesn't it? 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
120 Adelaide St. West, Suite 1600 
Toronto, Ontario, MSH 1T1 
416-969-6288 (office) 
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416-969-6e71 (fax) 
416-52e-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 

Original Message ----
From: Oeborah Langelaan 
Sent: Friday, February e4, 2e11 e1:49 PM 
To: Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

I concur with your understanding. Terry Bennett stated the following ... " they could use a 
higher discount rate for the back end but they would use a lower rate at the front end but 
the number stays at $SeeMM. He further stated that ..• "TCE uses a standardized discount rate 
across the board." 

Deb 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2e11 1:41 PM 
To: Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Was my understanding correct about what TCE said? My notes say that 5.25% was a blended 
rate. 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
12e Adelaide st. West, Suite 16ee 
Toronto, Ontario, MSH lTl 
416-969-6288 (office) 
416-969-6e71 (fax) 
416-52e-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 

-----Original Message----
From: Deborah Langelaan 
Sent: Fri e4-Feb-11 1:39 PM 
To: Michael Killeavy; Anshul Mathur 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Yes, in TCE's Executive Summary that was submitted as part of their SW GTA Proposal they are 
quoted as saying .•. "One hundred percent (lee%) equity financing has been approved by 
TransCanada Corporation's Board of Directors." 

Deb 

-----Original Message----
From: Michael Killeavy 
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Sent: February 4, 2011 1:34 PM 
To: Anshul Mathur; Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

****PRIVILEGED AND CONFIDENTIAL- PREPARED IN CONTEMPLATION. OF LITIGATION*** 

This is good. I think the CAPM result is a bit low. I like the financial statement analysis 
value better. It seems intuitively right. 

Anshul, 

Now, the reason why I asked for this. At yesterday's meeting the TCE folks indicated that 
the 5.25% was a blended rate and that the residual value could be discounted at a higher 
value, but that in the end it was still $500M. I have. been thinking about this, and I don't 
see how the residual value could be discounted at a significantly higher discount rate, 
unless the contract cash flows over the term were discounted dirt cheap, i.e., well below 
TCE's cost of capital. This doesn't make much sense to me. When you have some time, can you 
please try a few model runs with the OGS model to see what the contract cash flows would need 
to be discounted at to still arrive at an NPV of %503M, if the residual cash flows were 
discounted at say 10%, 15% and 20%. Assume that the pre-COD CAPEX cash flows and contract 
cash flows are discounted at the same rate. 

Deb, 

I believe in the TCE proposal to the SWGTA RFP it said that the project would be funded 
entirely with equity. Is this correct? 

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

-----Original Message----
From: Anshul Mathur 
Sent: Fri 04-Feb-11 1:14 PM 
To: Michael Killeavy; Deborah Langelaan 
subject: RE: TransCanada Energy Ltd Corporate Structure 

*** CONFIDENTIAL AND WITHOUT PREJUDICE - PREPARED IN CONTEMPLATION OF LITIGATION *** 

See attached the Cost of Capital Models. I have put that in a power point to make it an easy 
read. 
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From: Michael Killeavy 
Sent: February 4, 2011 11:33 AM 
To: Anshul Mathur; Deborah Langelaan 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

Thank you both. 

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

From: Anshul Mathur 
Sent: Friday, February 04, 2011 11:32 AM 
To: Deborah Langelaan 
Cc: Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Thanks Deb. I found a bunch of information in their Financial Statements regarding Cost of 
Debt and Return on Equity (Targeted and Actual). I will be sending that out shortly. 

From: Deborah Langelaan 
Sent: February 4, 2011 11:31 AM 
To: Anshul Mathur 
Cc: Michael Killeavy 
Subject: TransCanada Energy Ltd Corporate Structure 

Anshul; 

Attached is a hodgepodge of corporate info on TCE. 

Deb 
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Aleksandar Kojic 

From: Anshul Mathur 
Sent: February 4, 2011 3:02 PM 
To: Michael Killeavy; Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 
Attachments: Adjusting Interest Rates for Contract vs Post Contract Years.xls 

**** PRIVILEGED AND CONFIDENTIAL - PREPARED IN CONTEMPLATION OF LITIGATION *** 

Hi Michael and Deb, 
See attached spreadsheet to see how the OGS NPV changes if you change the WACC for First 20 
years and the last 10 years based on the Cash Flows TCE provided. 

Thanks, 
Anshul 

-----Original Message----
From: .Michael Killeavy 
Sent: February 4, 2011 2:42 PM 
To: Anshul Mathur; Deborah Langelaan 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

Yes, but look how rich the last 10 years are. 

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

Original Message ----
From: Anshul Mathur 
Sent: Friday, February 04, 2011 02:38 PM 
To: Michael Killeavy; Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

A lower Cost of Capital also boosts their 1-20year cash flows too and not just last 10 years. 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 2:36 PM 
To: Anshul Mathur; Deborah Langelaan 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

**** PRIVILEGED AND CONFIDENTIAL - PREPARED IN CONTEMPLATION OF LITIGATION *** 

I agree. It's nonsensical. 
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I think they've done what they've done to boost the value of the project on fictional, 
speculative, post-contract cash flows. 

we have them. 

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

Original Message 
From: Anshul Mathur 
Sent: Friday, February 04, 2011 02:31 PM 
To: Michael Killeavy; Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

**** PRIVILEGED AND CONFIDENTIAL - PREPARED IN CONTEMPLATION OF LITIGATION *** 

Cost of Equity of 5.25% while Cost of Debt -6.63% means whatever they are smoking is good 
stuff, in my opinion. 

Why would equity holders, without any protection, give money for lower return than Debt 
holders? Moreover, if they are raising money for only OGS, then the risk profile for the new 
shareholders is really high. 

I can't think of any possible reason why and how they can raise equity money for lower 
returns debt. 

I am trying to run the model for comparing discount rates for 1-20 vs. 21-30years - but excel 
is giving me problems - it's not able to calculate xnpv for some odd reason. I will do some 
analysis and get back you. 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 2:24 PM 
To: Deborah Langelaan; Anshul Mathur 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

Anshul, 

What do you think? Am I out to lunch? 

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

Original Message ----
From: Deborah Langelaan 
Sent: Friday, February 04, 2011 02:16 PM 
To: Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Seems to be - it's a bit of a head scratcher. 

Deb 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 2:11 PM 
To: Deborah Langelaan 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

Yep. So, they're saying their cost of equity is 5.25 percent? 

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

Original Message ----
From: Deborah Langelaan 
Sent: Friday, February 04, 2011 01:59 PM 
To: Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Yes, it's explicitly stated at the top of the spreadsheet (TransCanada Oakville GS -
Unlevered Economics (July 8, 2009)) and the subject line in the cover letter that was sent 
along with the spreadsheet is as follows: 

"Re: Transcanada Base Oakville Generating Station Unlevered Economics" 

Unlevered definition: Refers to the calculation of cash flow without the effects of debt 
financing (e.g., no interest expense, issuance or repayment of debt). 

Deb 
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-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2811 1:53 PM 
To: Deborah Langelaan 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

But the OGS financial model we got from TCE refers to "unlevered economics", doesn't it? 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
128 Adelaide St. West, Suite 1688 
Toronto, Ontario, M5H 1T1 
416-969-6288 (office) 
416-969-6871 (fax) 
416-528-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 

Original Message ----
From: Deborah Langelaan 
Sent: Friday, February 84, 2811 81:49 PM 
To: Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

I concur with your understanding. Terry Bennett stated the following ... " they could use a 
higher discount rate for the back end but they would use a lower rate at the front end but 
the number stays at $588MM. He further stated that ... "TCE uses a standardized discount rate 
across the board." 

Deb 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2811 1:41 PM 
To: Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Was my understanding correct about what TCE said? My notes say that 5.25% was a blended 
rate. 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
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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-----Original Message----
From: Deborah Langelaan 
Sent: Fri e4-Feb-11 1:39 PM 
To: Michael Killeavy; Anshul Mathur 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Yes, in TCE's Executive Summary that was submitted as part of their SW GTA Proposal they are 
quoted as saying ... "One hundred percent (1ee%) equity financing has been approved by 
TransCanada Corporation's Board of Directors." 

Deb 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2e11 1:34 PM 
To: Anshul Mathur; Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

**** PRIVILEGED AND CONFIDENTIAL - PREPARED IN CONTEMPLATION OF LITIGATION *** 

This is good. I think the CAPM result is a bit low. I like the financial statement analysis 
value better. It seems intuitively right. 

Anshul, 

Now, the reason why I asked for this. At yesterday's meeting the TCE folks indicated that 
the 5.25% was a blended rate and that the residual value could be discounted at a higher 
value, but that in the end it was still $seeM. ·I have been thinking about this, and I don't 
see how the residual value could be discounted at a significantly higher discount rate, 
unless the contract cash flows over the term were discounted dirt cheap, i.e., well below 
TCE's cost of capital. This doesn't make much sense to me. When you have some time, can you 
please try a few model runs with the OGS model to see what the contract cash flows would need 
to be discounted at to still arrive at an NPV of %se3M, if the residual cash flows were 
discounted at say 1e%, 15% and 2e%. Assume that the pre-COD CAPEX cash flows and contract 
cash flows are discounted at the same rate. 

Deb, 

I believe in the TCE proposal to the SWGTA RFP it said that the project would be funded 
entirely with equity. Is this correct? 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
12e Adelaide· St. West, Suite 16ee 
Toronto, Ontario, MSH 1T1 
416-969-6288 (office) 
416-969-6e71 (fax) 
416-S2e-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 
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-----Original Message----
From: Anshul Mathur 
Sent: Fri 04-Feb-11 1:14 PM 
To: Michael Killeavy; Deborah Langelaan 
Subject: RE: Transcanada Energy Ltd Corporate Structure 

*** CONFIDENTIAL AND WITHOUT PREJUDICE - PREPARED IN CONTEMPLATION OF LITIGATION *** 

See attached the Cost of Capital Models. I have put that in a power point to make it an easy 
read. 

From: Michael Killeavy 
Sent: February 4, 2011 11:33 AM 
To: Anshul Mathur; Deborah Langelaan 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

Thank you both. 

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

From: Anshul Mathur 
Sent: Friday, February 04, 2011 11:32 AM 
To: Deborah Langelaan 
Cc: Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Thanks Deb. I found a bunch of information in their Financial Statements regarding Cost of 
Debt and Return on Equity (Targeted and Actual). I will be sending that out shortly. 

From: Deborah Langelaan 
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Sent: February 4, 2011 11:31 AM 
To: Anshul Mathur 
Cc: Michael Killeavy 
Subject: TransCanada Energy Ltd Corporate Structure 

Anshul; 

Attached is a hodgepodge of corporate info on TCE. 

Deb 
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Aleksandar Kojic 

From: Anshul Mathur 
Sent: February 4, 2011 3:06PM 
To: Michael Killeavy; Deborah Langelaan 
Subject: RE: TransCanada Energy ltd Corporate Structure 

**** PRIVILEGED AND CONFIDENTIAL - PREPARED IN CONTEMPLATION OF LITIGATION *** 

Based on this spreadsheet, if we assume that the whole project is Equity Funded and that cost 
of Equity will definitely be higher than 5.25% - lets say in the range of 7% - then the OGS 
NPV even with the last 10 years discounted at the same rate as the first 20 years - should be 
equal $221MM. 

The IRR for this project based on the numbers they provided is approx. 9%. 

-----Original Message----
From: Anshul Mathur 
Sent: February 4, 2011 3:02 PM 
To: Michael Killeavy; Deborah Langelaan 
Subject: RE: Transcanada Energy Ltd Corporate Structure 

**** PRIVILEGED AND CONFIDENTIAL - PREPARED IN CONTEMPLATION OF LITIGATION *** 

Hi Michael and Deb, 
See attached spreadsheet to see how the OGS NPV changes if you change the WACC for First 20 
years and the last 10 years based on the Cash Flows TCE provided. 

Thanks, 
Anshul 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 2:42 PM 
To: Anshul Mathur; Deborah Langelaan 
Subject: Re: Transcanada Energy Ltd Corporate Structure 

Yes, but look how rich the last 10 years are. 

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

Original Message ----
From: Anshul Mathur 
Sent: Friday, February 04, 2011 02:38 PM 
To: Michael Killeavy; Deborah Langelaan 
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Subject: RE: TransCanada Energy Ltd Corporate Structure 

A lower Cost of Capital also boosts their 1-20year cash flows too and not just last 10 years. 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 2:36 PM 
To: Anshul Mathur; Deborah Langelaan 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

**** PRIVILEGED AND CONFIDENTIAL - PREPARED IN CONTEMPLATION OF LITIGATION *** 

I agree. It's nonsensical. 

I think they've done what they've done to boost the value of the project on fictional, 
speculative, post-contract cash flows. 

We have them. 

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

Original Message ----
From: Anshul Mathur 
Sent: Friday, February 04, 2011 02:31 PM 
To: Michael Killeavy; Deborah Langelaan 
Subject: RE: TransCanada .Energy Ltd Corporate Structure 

**** PRIVILEGED AND CONFIDENTIAL - PREPARED IN CONTEMPLATION OF LITIGATION *** 

Cost of Equity of 5.25% while Cost of Debt ~6.63% means whatever they are smoking is good 
stuff, in my opinion. 

Why would equity holders, without any protection, give money for lower return than Debt 
holders? Moreover, if they are raising money for only OGS, then the risk profile for the new 
shareholders is really high. 

I can't think of any possible reason why and how they can raise equity money for lower 
returns debt. 

I am trying to run the model for comparing discount rates for 1-20 vs. 21-30years - but excel 
is giving me problems - it's not able to calculate xnpv for some odd reason. I will do some 
analysis and get back you. 
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-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 2:24 PM 
To: Deborah Langelaan; Anshul Mathur 
Subject: Re: TransCanada Energy Ltd Corporate Structure· 

Anshul, 

What do you think? Am I out to lunch? 

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

Original Message ----
From: Deborah Langelaan 
Sent: Friday, February 04, 2011 02:16 PM 
To: Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Seems to be - it's a bit of a head scratcher. 

Deb 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 2:11 PM 
To: Deborah Langelaan 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

Yep. So, they're saying their cost of equity is 5.25 percent? 

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

Original Message ----
From: Deborah Langelaan 
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Sent: Friday, February 04, 2011 01:59 PM 
To: Michael Killeavy 
Subject: RE: Transcanada Energy Ltd Corporate Structure 

Yes, it's explicitly stated at the top of the spreadsheet (TransCanada Oakville GS -
Unlevered Economics (July 8, 2009)) and the subject line in the cover letter that was sent 
along with the spreadsheet is as follows; 

"Re; TransCanada Base Oakville Generating Station Unlevered Economics" 

Unlevered definition: Refers to the calculation of cash flow without the effects of debt 
financing (e.g., no interest expense, issuance or repayment of debt). 

Deb 

-----Original Message----
From: Michael Killeavy 
Sent; February 4, 2011 1:53 PM 
To: Deborah Langelaan 
Subject: Re; TransCanada Energy Ltd Corporate Structure 

But the OGS financial model we got from TCE refers to "unlevered economics", doesn't it? 

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

Original Message ----
From; Deborah Langelaan 
Sent: Friday, February 04, 2011 01:49 PM 
To: Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

I concur with your understanding. Terry Bennett stated the following ... " they could use a 
higher discount rate for the back end but they would use a lower rate at the front end but 
the number stays at $500MM. He further stated that ..• "TCE uses a standardized discount rate 
across the board." 

Deb 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 1:41 PM 
To: Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 
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Was my understanding correct about what TCE said? My notes say that 5.25% was a blended 
rate. 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
12e Adelaide St. West, Suite 16ee 
Toronto, Ontario, M5H 1T1 
416-969-6288 (office) 
416-969-6e71 (fax) 
416-52e-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 

-----Original Message----
From: Deborah Langelaan 
Sent: Fri e4-Feb-11 1:39 PM 
To: Michael Killeavy; Anshul Mathur 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Yes, in TCE's Executive Summary that was submitted as part of their SW GTA Proposal they are 
quoted as saying ... "One hundred percent (1ee%) equity financing has been approved by 
TransCanada Corporation's Board of Directors." 

Deb 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2e11 1:34 PM 
To: Anshul Mathur; Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

**** PRIVILEGED AND CONFIDENTIAL - PREPARED IN CONTEMPLATION OF LITIGATION *** 

This is good. 
value better. 

Anshul, 

I think the CAPM result is a bit low. 
It seems intuitively right. 

I like the financial statement analysis 

Now, the reason why I asked for this. At yesterday's meeting the TCE folks indicated that 
the 5.25% was a blended rate and that the residual value could be discounted at a higher 
value, but that in the end it was still $seeM. I have been thinking about this, and I don't 
see how the residual value could be discounted at a significantly higher discount rate, 
unless the contract cash flows over the term were discounted dirt cheap, i.e., well below 
TCE's cost of capital. This doesn't make much sense to me. When you have some time, can you 
please try a few model runs with the OGS model to see what the contract cash flows would need 
to be discounted at to still arrive at an NPV of %5e3M, if the residual cash flows were 
discounted at say 1e%, 15% and 2e%. Assume that the pre-COD CAPEX cash flows and contract 
cash flows are discounted at the same rate. 

Deb, 
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I believe in the TCE proposal to the SWGTA RFP it said that the project would be funded 
entirely with equity. Is this correct? 

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

-----Original Message----
From: Anshul Mathur 
Sent: Fri 04-Feb-11 1:14 PM 
To: Michael Killeavy; Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

*** CONFIDENTIAL AND WITHOUT PREJUDICE - PREPARED IN CONTEMPLATION OF LITIGATION *** 

See attached the Cost of Capital Models. I have put that in a power point to make it an easy 
read. 

From: Michael Killeavy 
Sent: February 4, 2011 11:33 AM 
To: Anshul Mathur; Deborah Langelaan 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

Thank you both. 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
120 Adelaide St. West, Suite 1600 
Toronto, Ontario, M5H 1T1 
416-969-6288 (office) 
416-969-6071 (fax) 
416-520-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 
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From: Anshul Mathur 
Sent: Friday, February 04, 2011 11:32 AM 
To: Deborah Langelaan 
Cc: Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Thanks Deb. I found a bunch of information in their Financial Statements regarding Cost of 
Debt and Return on Equity (Targeted and Actual). I will be sending that out shortly. 

From: Deborah Langelaan 
Sent: February 4, 2011 11:31 AM 
To: Anshul Mathur 
Cc: Michael Killeavy 
Subject: TransCanada Energy Ltd Corporate Structure 

Anshul; 

Attached is a hodgepodge of corporate info on TCE. 

Deb 
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Aleksandar Kojic 

From: 
Sent: 

Michael Killeavy 
February 4, 2011 3:08 PM 

To: Anshul Mathur; Deborah Langelaan 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

Thank you. This is interesting. 

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

Original Message ----
From: Anshul Mathur 
Sent: Friday, February 04, 2011 03:06 PM 
To: Michael Killeavy; Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

**** PRIVILEGED AND CONFIDENTIAL - PREPARED IN CONTEMPLATION OF LITIGATION *** 

Based on this spreadsheet, if we assume that the whole project is Equity Funded and that Cost 
of Equity will definitely be higher than 5.25% - lets say in the range of 7% - then the OGS 
NPV even with the last 10 years discounted at the same rate as the first 20 years - should be 
equal $221MM. 

The IRR for this project based on the numbers they provided is approx. 9%. 

-----Original Message----
From: Anshul Mathur 
Sent: February 4, 2011 3:02 PM 
To: Michael Killeavy; Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

**** PRIVILEGED AND CONFIDENTIAL - PREPARED IN CONTEMPLATION OF LITIGATION *** 

Hi Michael and Deb, 
See attached spreadsheet to see how the OGS NPV changes if you change the WACC for First 20 
years and the last 10 years based on the Cash Flows TCE provided. 

Thanks, 
Anshul 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 2:42 PM 
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To: Anshul Mathur; Deborah Langelaan 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

Yes, but look how rich the last 10 years are. 

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

Original Message ----
From: Anshul Mathur 
Sent: Friday, February 04, 2011 02:38 PM 
To: Michael Killeavy; Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

A lower Cost of Capital also boosts their 1-20year cash flows too and not just last 10 years. 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 2:36 PM 
To: Anshul Mathur; Deborah Langelaan 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

**** PRIVILEGED AND CONFIDENTIAL - PREPARED IN CONTEMPLATION OF LITIGATION *** 

I agree. It's nonsensical. 

I think they've done what they've done to boost the value of the project on fictional, 
speculative, post-contract cash flows. 

We have them. 

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

Original Message 
From: Anshul Mathur 
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Sent: Friday, February 04, 2011 02:31 PM 
To: Michael Killeavy; Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Str~cture 

**** PRIVILEGED AND CONFIDENTIAL - PREPARED IN CONTEMPLATION OF LITIGATION *** 

Cost of Equity of 5.25% while Cost of Debt ~6.63% means whatever they are smoking is good 
stuff, in my opinion. 

Why would equity holders, without any protection, give money for lower return than Debt 
holders? Moreover, if they are raising money for only OGS, then the risk profile for the new 
shareholders is really high. 

I can't think of any possible reason why and how they can raise equity ~oney for lower 
returns debt. 

I am trying to run the model for comparing discount rates for 1-20 vs. 21-30years - but excel 
is g1v1ng me problems - it's not able to calculate xnpv for some odd reason. I will do some 
analysis and get back you. 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 2:24 PM 
To: Deborah Langelaan; Anshul Mathur 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

Anshul, 

What do you think? Am I out to lunch? 

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

Original Message ----
From: Deborah Langelaan 
Sent: Friday, February 04, 2011 02:16 PM 
To: Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Seems to be - it's a bit of a head scratcher. 

Deb 

-----Original Message----
From: Michael Killeavy 
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Sent: February 4, 2e11 2:11 PM 
To: Deborah Langelaan 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

Yep. So, they're saying their cost of equity is 5.25 percent? 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
12e Adelaide St. West, Suite 16ee 
Toronto, Ontario, M5H 1T1 
416-969-6288 (office) 
416-969-6e71 (fax) 
416-52e-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 

Original Message ----
From: Deborah Langelaan 
Sent: Friday, February e4, 2e11 e1:59 PM 
To: Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Yes, it's explicitly stated at the top of the spreadsheet (TransCanada Oakville GS -
Unlevered Economics (July 8, 2ee9)) and the subject line in the cover letter that was sent 
along with the spreadsheet is as follows: 

"Re: TransCanada Base Oakville Generating Station Unlevered Economics" 

Unlevered definition: Refers to the calculation of cash flow without the effects of debt 
financing (e.g., no interest expense, issuance or repayment of debt). 

Deb 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2e11 1:53 PM 
To: Deborah Langelaan 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

But the OGS financial model we got from TCE refers to "unlevered economics", doesn't it? 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
12e Adelaide St. West, Suite 16ee 
Toronto, Ontario, M5H 1T1 
416-969-6288 (office) 
416-969-6e71 (fax) 
416-52e-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 
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Original Message ----
From: Deborah Langelaan 
Sent: Friday, February 04, 2011 01:49 PM 
To: Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

I concur with your understanding. Terry Bennett stated the following ... " they could use a 
higher discount rate for the back end but they would use a lower rate at the front end but 
the number stays at $500MM. Hefurther stated that ... "TCE uses a standardized discount rate 
across the board." 

Deb 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 1:41 PM 
To: Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Was my understanding correct about what TCE said? My notes say that 5.25% was a blended 
rate. 

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

-----Original Message----
From: Deborah Langelaan 
Sent: Fri 04-Feb-11 1:39 PM 
To: Michael Killeavy; Anshul Mathur 
Subject: RE: TransCanada Energy Ltd Corpora'te Structure 

Yes, in TCE's Executive Summary that was submitted as part of their SW GTA Proposal they are 
quoted as saying •.. "One hundred percent (100%) equity financing has been approved by 
TransCanada Corporation's Board of Directors." 

Deb 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 1:34 PM 
To: Anshul Mathur; Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

**** PRIVILEGED AND CONFIDENTIAL - PREPARED IN CONTEMPLATION OF LITIGATION *** 
5 



This is good. 
value better. 

I think the CAPM result is a bit low. I like the financial statement analysis 
It seems intuitively right. 

Anshul, 

Now, the reason why I asked for this. At yesterday's meeting the TCE folks indicated that 
the 5.25% was a blended rate and that the residual value could be discounted at a higher 
value, but that in the end it was still $seeM. I have been thinking about this, and I don't 
see how the residual value could be discounted at a significantly higher discount rate, 
unless the contract cash flows over the term were discounted dirt cheap, i.e., well below 
TCE's cost of capital. This doesn't make much sense to me. When you have some time, can you 
please try a few model runs with the OGS model to see what the contract cash flows would need 
to be discounted at to still arrive at an NPV of %5e3M, if the residual cash flows were 
discounted at say 1e%, 15% and 2e%. Assume that the pre-COD CAPEX cash flows and contract 
cash flows are discounted at the same rate. 

Deb, 

I believe in the TCE proposal to the SWGTA RFP it said that the project would be funded 
entirely with equity. Is this correct? 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
12e Adelaide St. West, Suite 16ee 
Toronto, Ontario, MSH 1T1 
416-969-6288 (office) 
416-969-6e71 (fax) 
416-52e-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 

-----Original Message----
From: Anshul Mathur 
Sent: Fri e4-Feb-11 1:14 PM 
To: Michael Killeavy; Deborah Langelaan 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

*** CONFIDENTIAL AND WITHOUT PREJUDICE - PREPARED IN CONTEMPLATION OF LITIGATION *** 

See attached the Cost of Capital Models. I have put that in a power point to make it an easy 
read. 

From: Michael Killeavy 

6 



Sent: February 4, 2011 11:33 AM 
To: Anshul Mathur; Deborah Langelaan 
Subject: Re: TransCanada Energy Ltd Corporate Structure 

Thank you both. 

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

From: Anshul Mathur 
Sent: Friday, February 04, 2011 11:32 AM 
To: Deborah Langelaan 
Cc: Michael Killeavy 
Subject: RE: TransCanada Energy Ltd Corporate Structure 

Thanks Deb. I found a bunch of information in their Financial Statements regarding Cost of 
Debt and Return on Equity (Targeted and Actual). I will be sending that out shortly. 

From: Deborah Langelaan 
Sent: February 4, 2011 11:31 AM 
To: Anshul Mathur 
Cc: Michael Killeavy 
Subject: TransCanada Energy Ltd Corporate Structure 

Anshul; 

Attached is a hodgepodge of corporate info on TCE. 

Deb 
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Aleksandar Kojic 

From: 
Sent: 
To: 
Cc: 

Sebastiane, Rocco [RSebastiano@osler.com] 
February 4, 2011 3:29 PM 
Deborah Langelaan; Michael Killeavy 
Smith, Elliot 

Subject: RE: TCE Meeting 

Wednesday does not look good for me. 
Could we do it on Thursday afternoon? I am free all afternoon after 1:30pm. 

Thanks, Rocco 

*********** 

From: Deborah Langelaan [mailto:Deborah.Langelimn@powerauthoritv.on.ca] 
Sent: Friday, February 04, 2011 3:27 PM 
To: Michael Killeavy; Sebastiane, Rocco; Smith, Elliot 
Cc: Anshul Mathur 
Subject: TCE MEleting 

Fellas; 

TCE would like to meet on Wednesday to review the Implementation Agreement and associated Schedules
what is everyone's availability? 

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

This e-mail message and any files transmitted with it are intended only for the named recipient(s) above and may contain 
information that is privileged, confidential and/or exempt from disclosure under applicable law. If you are not the intended 
recipient(s), any dissemination1 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 reciplent(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 prohibit~d. 

Le contenu du present courriel est privih§gie, 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: 

Smith, Elliot [ESmith@osler.com] 
February 4, 2011 4:20 PM 

To: 
Cc: 

Michael Killeavy; Deborah Langelaan; Sebastiane, Rocco 
Anshul Mathur 

Subject: Re: TCE Meeting 

I'm available all day Thursday. 

From: Michael Killeavy [mailto:Michaei.Killeaw@powerauthoritv.on.ca] 
Sent: Friday, February 04, 2011 03:34 PM 
To: Deborah Langelaan <Deborah.Langelaan@powerauthoritv.on.ca>; Sebastiane, Rocco; Smith, Elliot 
Cc: Anshul Mathur <Anshui.Mathur@powerauthoritv.on.ca> 
Subject: Re: TCE Meeting 

Much will depend on the outcome of Tuesday. I am probably busy Wednesday, as usual. 

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

From: Deborah Langelaan 
Sent: Friday, February 04, 2011 03:26 PM 
To: Michael Killeavy; <rsebastiano@osler.com>; <ESmith@osler.com> 
Cc: Anshul Mathur 
Subject: TCE Meeting 

Fe lias; 

TCE would like to meet on Wednesday to review the Implementation Agreement and associated Schedules- what is 
everyone's availability? 

Deb 

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

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

Le contenu du present courriel est privih~gi8, confidentiel et 
Soumis 8. des droits d'auteur. 11 est interdit de l'utiliser OU 

de le divulguer sans autorisation. 

**************************"'*****************************"'*********** 
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Aleksandar Kojic 

From: Sebastiana, Rocco [RSebastiano@osler.com] 
February 4, 2011 6:38 PM Sent: 

To: Michael Killeavy 
Cc: 
Subject: 

Deborah Langelaan; Michael Lyle; Susan Kennedy; Smith, Elliot; Ivanoff, Paul 
RE: Opinion on Residual Value .... 

Michael, 

In our view, assuming that the OP A has repudiated the Contract, such a repudiation would not, in itself, prevent 
the OPA from relying on s. 14.1 of the Contract, which excludes liability for consequential damages. 

The Supreme Court of Canada recently "laid to rest" the doctrine of fundamental breach as it relates to the 
enforceability of an exclusion of liability clause: Tercon Contractors Ltd. v. British Columbia, 2010 SCC 4 
(Tercon). Following Tercon, a party that repudiates or "fundamentally breaches" an agreement does not 
thereby forfeit the protection of an exclusion clause. Instead, the court will apply the following three-part test 
in determining the applicability and validity of an exclusion clause in a given case: 

1. As a matter of interpretation, does the wording of the exclusion clause apply to the particular 
circumstances of the case? 

2. If the exclusion clause applies, was it unconscionable at the time the contract was made? 

3. If the exclusion clause applies and was not unconscionable at the time of formation, should the court 
nevertheless refuse to enforce it on the basis of an overriding public policy (i.e., party seeking to rely on 
the exclusion clause has engaged in fraud, criminality, or other unconscionable behaviour)? 

In our view, it is likely that s. 14.1 of the Contract would meet the requirements of this three-part test in the 
circumstances of this case: 

1. In terms of applicability, s. 14.1 is broadly worded so as to apply to a party's liability "under this 
Agreement or under any cause of action relating to the subject matter of this Agreement"; 

2. It appears unlikely that s. 14.1 was "unconscionable" at the time it was made (it was agreed to by 
sophisticated parties with access to legal counsel, it does not constitute a total bar on liability, and it 
protects both parties); and 

3. The OPA, in repudiating the Contract, has not engaged in conduct that justifies a refusal to enforces. 
14.1 on the basis of an "overriding public policy" (the repudiation was not criminal, duplicitous or 
otherwise unconscionable). 

However, we caution that further research may be required to determine the extent to which TCE's claims for 
damages fall within the scope ofs. 14.1. Section 14.1 excludes liability for "consequential damages, including 
loss of profits" (emphasis added). TCE could raise the argument that s. 14.1 would not exclude liability for lost 
profits that constitute direct damages (albeit TCE would then have to establish how its loss of profits were a 
direct consequence as opposed to an indirect consequence of the OPA's repudiation of the Contract). 
Furthermore, as discussed in our legal memo of December 1, 2010, TCE could also argue that the OPA's letter 
of October 7, 2010 constitutes a waiver ofOPA's ability to rely upon Section 14.1. 
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0 
Rocco Sebastiana 
Partner 

416.862.5859 DIRECT 
416.862.6666 FACSIMILE 
rsebastiano@osler.com 

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

r~::r· ~·-· ·~ ,~ 
From: Michael Killeavy [mailto:Michael.Killeavy@powerauthority.on.ca] 
Sent: Thursday, February 03, 2011 7:18PM 
To: Smith, Elliot; Deborah Langelaan 
Cc: Ivanoff, Paul; Sebastiane, Rocco; Michael Lyle; Susan Kennedy 
Subject: Re: Opinion on Residual Value .... 

Thank you Elliot. Your analysis is very helpful. 

As a follow up, if the OPA were to be found by a court to have repudiated the contract, would the OPA be able 
to rely on the exclusion clause related to consequential damages? 

Thanks again for this. 

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 

From: Smith, Elliot [mailto:ESmith@osler.com] 
Sent: Thursday, February 03, 2011 07:04 PM 
To: Michael Killeavy; Deborah Langelaan 
Cc: Ivanoff, Paul <Pivanoff@osler.com>; Sebastiane, Rocco <RSebastiano@osler.com> 
Subject: RE: Opinion on Residual Value .... 

Michael/Deb, 
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As discussed, we have had a lawyer in our research group look into the question of whether the salvage 
value ofTCE's facility is encompassed by the words of the OPA's October ?letter to TCE . .I've set out 
below his preliminary findings. 

Based on the standard principal of damages at common law, if we look at the benefit of the contract to 
TCE, it includes both the 20-year revenue stream from the OPA and whatever TCE is left with at the 
end of the term. In other words, on an assessment of the expectation value of damages of the contract, 
we would typically expect the residual value would factor in. This result is more intuitive if you look to 
an analogy that goes the other way. For example, if this were a nuclear power plant rather than a gas
fired power plant, we would expect to discount the significant decommissioning costs from any lost 
profits in calculating the damages for breach of contract. 

That said, although we would expect the residual value of the facility to factor into an assessment of 
daniages, it is necessary to take into account a significant" contingency in the residual value to reflect the 
possibility that the facility either does not exist or does not function in 20 years. In this particular case, 
that contingency would also need to take into account the considerable uncertainty around both the price 
of gas and the price of electricity in 20 years. 

There was very little case law on point, but we did find one case that considered the concept of salvage 
value. It was a dispute between Air Canada and Ticketnet, who were partnering to develop an e
ticketing application. When the application was partially complete, Air Canada was to finish it and share 
the final product with Ticketnet. A dispute arose and Air Canada refused to finish the application or 
permit Ticketnet to finish the application. Ticketnet sued Air Canada for loss of profits. In calculating 
its lost profits, Ticketnet did not include any residual value for the software. The trial judge found that 
the lack of residual value constituted a conservative assumption by Ticketnet, and in part used this to 
draw his conclusion that the valuation was a reasonable one. This analysis was affirmed by the Ontario 
Court of Appeal. From this point, it can be inferred that the court considered residual value to be a valid 
head of damage since if the court did not, it would not have seen the exclusion of residual value as a 
conservative assumption. 

With respect to the words of the October 7 letter, it references "reasonable damages ... including the 
anticipated fmancial value of the Contract." As written, the words "anticipated fmancial value of the 
Contract" are encompassed as part of the "reasonable damages" and not a stand-alone or separate head 
of damages. From this we would tend to draw the conclusion that the words of the letter do not change 
the analysis of the damages resulting from a breach of the contract since the letter itself only promises 
"reasonable damages". 

Lastly, as you know there is an exclusion of consequential damages (including loss of profits) set out in 
the agreement, so to the extent that was applicable, it would considerably change the overall analysis of 
the damages for breach of contract. 

I hope this has been helpful. Please let us know if you have any follow-up questions or comments. 

Elliot 

D 
Elliot Smith 
Associate 

416.862.6435 DIRECT 
416.862.6666 FACSIMILE 
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esmith@osler.com 

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

~'''· '"""' -~ ''" 

-----Original Message-----
From: Michael Killeavy [mailto:Michael.Killeavy@powerauthority.on.ca] 
Sent: Thursday, February e3, 2e11 5:17 PM 
To: Sebastiano, Rocco 
Cc: Deborah Langelaan; Smith, Elliot; Ivanoff, Paul 
Subject: Re: Opinion on Residual Value ..•. 

We need this as soon as you can provide it and no later than Monday afternoon. Sorry to 
jam you. 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
12e Adelaide St. West, Suite 16ee 
Toronto, Ontario, MSH 1T1 
416-969-6288 (office) 
416-969-6e71 (fax) 
416-52e-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 

Original Message -----
From: Sebastiano, Rocco [mailto:RSebastiano@osler.com] 
Sent: Thursday, February e3, 2e11 e4:58 PM 
To: Michael Killeavy 
Cc: Deborah Langelaan; Smith, Elliot <ESmith@osler.com>; Ivanoff, Paul 
<Pivanoff@osler.com> 
Subject: RE: Opinion on Residual Value .... 

We have one of our lawyers in our research group doing some research on the issue to 
see if there has been any case law on this as it is a bit of an esoteric point. We'll 
try to get our memo revised in the next couple of days to consider this issue. 

Given that this is also a commercial/business point as opposed to simply a legal 
interpretation issue, I wonder whether it would make sense to get someone at a 
financial advisory firm like Macquarie's (for example, Paul Bradley) or someone like 
Rob Cary to weigh in on this point. The benefit of this is that if we end up having to 
negotiate the issue "anticipated financial value of the Contract" someone with Paul's 
or Rob's background on project financing and financial modelling would be able to 
assist us in ways that Safouh cannot given that his background is more on the technical 
aspects of the project. 

Regards, Rocco 

-----Original Message-----
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From: Michael Killeavy [mailto:Michael.Killeavy@powerauthority.on.ca] 
Sent: Thursday, February 03, 2011 4:25 PM 
To: Sebastiana, Rocco 
Cc: Deborah Langelaan 
Subject: Opinion on Residual Value •... 

Rocco, 

When might we get your opinion on whether res~dual value of a project might reasonably 
considered as damages for a breach of contract? 

We need to meet with TCE next week to "negotiate" alleged loss of profit on OGS and it 
would be helpful to have your opinion before we meet. 

Thanks, 
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 

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: 
Sent: 
To: 

Michael Killeavy 
February 4, 2011 6:43 PM 
'RSebastiano@osler.com' 

Cc: DeboraH Langelaan; Michael Lyle; Susan Kennedy; 'ESmith@osler.com'; 
'Pivanoff@osler.com' · 

Subject: Re: Opinion on Residual Value .... 

Thank you Rocco. This is helpful. 

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: Sebastiane, Rocco [mailto:RSebastiano@osler.com] 
Sent: Friday, February 04, 2011 06:38 PM 
To: Michael Killeavy 
Cc: Deborah Langelaan; Michael Lyle; Susan Kennedy; Smith, Elliot <ESmith@osler.com>; Ivanoff, Paul 
<Pivanoff@osler.com> 
Subject: RE: Opinion on Residual Value .... 

Michael, 

In our view, assuming that the OP A has repudiated the Contract, such a repudiation would not, in itself, prevent 
the OPA from relying on s. 14.1 of the Contract, which excludes liability for consequential damages. 

The Supreme Court of Canada recently "laid to rest" the doctrine of fundamental breach as it relates to the 
enforceability of an exclusion of liability clause: Tercon Contractors Ltd v. British Columbia, 2010 SCC 4 
(Tercon). Following Tercon, a party that repudiates or "fundamentally breaches" an agreement does not 
thereby forfeit the protection of an exclusion clause. Instead, the court will apply the following three-part test 
in determining the applicability and validity of an exclusion clause in a given case: 

1. As a matter of interpretation, does the wording of the exclusion clause apply to the particular 
circumstances of the case? 

2. If the exclusion clause applies, was it unconscionable at the time the contract was made? 

3. If the exclusion clause applies and was not unconscionable at the time of formation, should the court 
nevertheless refuse to enforce it on the basis of an overriding public policy (i.e., party seeking to rely on 
the exclusion clause has engaged in fraud, criminality, or other unconscionable behaviour)? 
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In our view, it is likely that s. 14.1 of the Contract would meet the requirements of this three-part test in the 
circumstances of this case: 

1. In terms of applicability, s. 14.1 is broadly worded so as to apply to a party's liability "under this 
Agreement or under any cause of action relating to the subject matter of this Agreement"; 

2. It appears unlikely that s. 14.1 was "unconscionable" at the time it was made (it was agreed to by 
sophisticated parties with access to legal counsel, it does not constitute a total bar on liability, and it 
protects both parties); and 

3. The OP A, in repudiating the Contract, has not engaged in conduct that justifies a refusal to enforce s. 
14.1 on the basis of an "overriding public policy" (the repudiation was not criminal, duplicitous or 
otherwise unconscionable). 

However, we caution that further research may be required to determine the extent to which ICE's claims for 
damages fall within the scope ofs. 14.1. Section 14.1 excludes liability for "consequential damages, including 
loss of profits" (emphasis added). TCE could raise the argument that s. 14.1 would not exclude liability for lost 
profits that constitute direct damages (albeit TCE would then have to establish how its loss of profits were a 
direct consequence as opposed to an indirect consequence of the OPA's repudiation of the Contract). 
Furthermore, as discussed in our legal memo of December 1, 2010, TCE could also argue that the OPA's letter 
of October 7, 2010 constitutes a waiver ofOPA's ability to rely upon Section 14.1. 

D 
Rocco Sebastiane 
Partner 

416.862.5859 DIRECT 
416.862.6666 FACSIMILE 
rsebastiano@osler.com 

Osler, Hoskin & Harcourt LLP 
Box 50, 1 First Canadian Place r;-r "·~ -... _ _ ___ _ 

From: Michael Killeavy [mailto:Michaei.Killeavy@powerauthority.on.ca] 
Sent: Thursday, February 03, 2011 7:18 PM 
To: Smith, Elliot;. Deborah Langelaan 
Cc: Ivanoff, Paul; Sebastiane, Rocco; Michael Lyle; Susan Kennedy 
Subject: Re: Opinion on Residual Value .... 

Thank you Elliot. Your analysis is very helpful. 

As a follow up, if the OPA were to be found by a court to have repudiated the contract, would the OPA be able 
to rely on the exclusion clause related to consequential damages? 

Thanks again for this. 

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, MSH 1T1 
416-969-6288 (office) 
416-969-6071 (fax) 
416-520-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 

From: Smith, Elliot [mailto:ESmith@osler.com] 
Sent: Thursday, February 03, 2011 07:04 PM 
To: Michael Killeavy; Deborah Langelaan 
Cc: Ivanoff, Paul <Plvanoff@osler.com>; Sebastiane, Rocco <RSebastiano@osler.com> 
Subject: RE: Opinion on Residual Value .... 

Michael/Deb, 

As discussed, we have had a lawyer in our research group look into the question of whether the salvage 
value ofTCE's facility is encompassed by the words of the OPA's October ?letter to TCE. I've set out 
below his preliminary findings. 

Based on the standard principal of damages at common law, if we look at the benefit of the contract to 
TCE, it includes both the 20-year revenue stream from the OPA and whatever TCE is left with at the 
end of the term. In other words, on an assessment of the expectation value of damages of the contract, 
we would typically expect the residual value would factor in. This result is more intuitive if you look to 
an analogy that goes the other way. For example, if this were a nuclear power plant rather than a gas
fired power plant, we would expect to discount the significant decommissioning costs from any lost 
profits in calculating the damages for breach of contract. · 

That said, although we would expect the residual value of the facility to factor into an assessment of 
damages, it is necessary to take into account a significant contingency in the residual value to reflect the 
possibility that the facility either does not exist or does not function in 20 years. In this particular case, 
that contingency would also need to take into account the considerable uncertainty around both the price 
of gas and the price of electricity in 20 years. 

There was very little case law on point, but we did find one case that considered the concept of salvage 
value. It was a dispute between Air Canada and Ticketnet, who were partnering to develop an e
ticketing application. When the application was partially complete, Air Canada was to finish it and share 
the fmal product with Ticketnet. A dispute arose and Air Canada refused to finish the application or 
permit Ticketnet to finish the application. Ticketnet sued Air Canada for loss of profits. In calculating 
its lost profits, Ticketnet did not include any residual value for the software. The trial judge found that 
the lack of residual value constituted a conservative assumption by Ticketnet, and in part used this to 
draw his conclusion that the valuation was a reasonable one. This analysis was affirmed by the Ontario 
Court of Appeal. From this point, it can be inferred that the court considered residual value to be a valid 
head of damage since if the court did not, it would not have seen the exclusion of residual value as a 
conservative assumption. 
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With respect to the words of the October 7 letter, it references "reasonable damages ... including the 
anticipated financial value of the Contract." As written, the words "anticipated fmancial value of the 
Contract" are encompassed as part of the "reasonable damages" and not a stand-alone or separate head 
of damages. From this we would tend to draw the conclusion that the words of the letter do not change 
the analysis of the damages resulting from a breach of the contract since the letter itself only promises 
"reasonable damages". 

Lastly, as you know there is an exclusion of consequential damages (including loss of profits) set out in 
the agreement, so to the extent that was applicable, it would considerably change the overall analysis of 
the damages for breach of contract. 

I hope this has been helpful. Please let us know if you have any follow-up questions or comments. 

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 
~aria, Canada M5X 188 

-----Original Message-----
From: Michael Killeavy [mailto:Michael.Killeavy@powerauthority.on.ca] 
Sent: Thursday, February 03, 2011 5:17 PM 
To: Sebastiane, Rocco 
Cc: Deborah Langelaan; Smith, Elliot; Ivanoff, Paul 
Subject: Re: Opinion on Residual Value •... 

We need this as soon as you can provide it and no later than Monday afternoon. Sorry to 
jam you. 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
120 Adelaide St. West, Suite 1600 
Toronto, Ontario, M5H 1T1 
416-969-6288 (office) 
416-969-6071 (fax) 
416-520-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 
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Original Message -----
From: Sebastiano, Rocco [mailto:RSebastiano@osler.com] 
Sent: Thursday, February 03, 2011 04:58 PM 
To: Michael Killeavy 
Cc: Deborah Langelaan; Smith, Elliot <ESmith@osler.com>; Ivanoff, Paul 
<Pivanoff@osler.com> 
Subject: RE: Opinion on Residual Value .... 

We have one of our lawyers in our research group doing some research on the issue to 
see if there has been any case law on this as it is a bit of an esoteric point. We'll 
try to get our memo revised in the next couple of days to consider this issue. 

Given that this is also a commercial/business point as opposed to simply a legal 
interpretation issue, I wonder whether it would make sense to get someone ~t a 
financial advisory firm like Macquarie' s. (for example, Paul Bradley) or someone like 
Rob Cary to weigh in on this point. The benefit of this is that if we end up having to 
negotiate the issue "anticipated financial value of the Contract" someone with Paul's 
or Rob's background on project financing and financial modelling would be able to 
assist us in ways that Safouh cannot given that his background is more on the technical 
aspects of the project. 

Regards, Rocco 

-----Original Message-----
From: Michael Killeavy [mailto:Michael.Killeavy@powerauthority.on.ca] 
Sent: Thursday, February 03, 2011 4:25 PM 
To: Sebastiano, Rocco 
Cc: Deborah Langelaan 
Subject: Opinion on Residual Value .... 

Rocco, 

When might we get your opinion on whether residual value of a project might reasonably 
considered as damages for a breach of contract? 

We need to meet with TCE next week to "negotiate" alleged loss of profit on OGS and it 
would be helpful to have your opinion before we meet. 

Thanks, 
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 

---------------------------------------------------------------------------
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 
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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: . 
Senf:· 
To: 
Subject: 

Michael Kilhoavy 
February 6, 201111:08 AM 
JoAime Butler · 
OGS Discussions ... 

Attachments: Financial Value of the Contract Negotiation 6 Feb 2011 v1.ppt 

Importance: High 

*** PRIVILEGED AND CONFIDENTIAL - PREPARED IN CONTEMPLATION OF LITIGATION *** 

JoAnne, 

In order to prepare for this Tuesday's meeting, I have put together the attached 
presentation. If y.ou agree with the content I will send it out to our group. 

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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!!!1St-

Oakville Generating Station 

Financial Value of the Contract - Negotiation 
Strategy 

6 February2011> 

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 10 years. 
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Alleged Financial Value of the Contract 

• 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 flows and we have confirmed the $262 
million figure. 
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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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POWERAUTHORITY(f 



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. 

6 ONTA:RIOI 
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Legal Analysis - Exclusion Clause 

• 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 Oslerl 

• 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. 

7 ·ONTA!RIO~·. 
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Effect of Residual Value on NPV 

• With the very low discount rate of 5.25o/o 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 . 
f R "d 1 NPV of Res1dual Net Contract Cash p . t NPV 
or es1 ua C h Fl Fl roJec 
Cash Flows as ows ows 

5.25% $241 $262.3 $503.3 

7.50% $142 $262.3 $404.3 

1 o.oo% $80 $262.3 $342.2 1 

12.50% $46 $262.3 $307.8 l 

15.00% $26 $262.3 $288.6 l 
17.50% $15 $262.3 $277.6 i 

20.00% $9_ _ __ $262.3 ____ $271.4_ I 
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Effect of Residual Value on NPV 

.,. 
c ·-> 

Q, 
z 
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Project NPV vs. Discount Rate for 
Residual Cash Flows 
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• Contract Cash Flows net of CAP EX 

5.25% 7.50% 10.00% 12.50% 15.00% 17.50% 20.00% 

Discount Rate for 
Residual Cash Flows 
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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. 

ONTARIO.' 
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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; 

2!,1'~~ 



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. 

ONTAR .. 'I04 
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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 ONTARIO (I 
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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.· 

15 ·oNTARIO' 
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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 'f. 

• 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" 

17 

. 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. 

ONTARIO~ 
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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 5.25°/o. 

• The TCE proposal in response to the SWGTA RFP 
indicated that TCE would fund the project entirely with 
equity. 

18 ,ONTARIO I 
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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. 
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Basis for the Quantum of the Cash Flows 

• 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 4o/o from the last year of the contract and then 
stay level until years 9 and 10, when the cash flows 
increase dramatically to 130% and 214%, 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 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 
anq 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 fadlity 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. 

ONTA····· !RI.O~· .•·. 
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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. 

26 ONTARIO I 
POWERAUTHORITY Lf 



Aleksandar Kojic 

From: 
Sent: 

John Mikkelsen Oohn_mikkelsen@transcanada.com] 
February?, 201112:18 PM 

To: Deborah Langelaan 
Cc: Michael Killeavy; rsebastiano@osler.com; John Cashin; Terry Bennett; Geoff Murray 
Subject: RE: Designation Letter · 
Attachments: 25th Jan 2011- Capex and Construction Strategy Review R1.ppt 

Dear Deborah, 

Further to the receipt of your designation letter of February 4, 2011, please find attached 
presentation from our meeting with the Ontario Power Authority on January 25, 2011. 

This presentation was developed to demonstrate the methodology for the construction of the 
final capital cost estimate and to provide the proposed execution strategy. The cost 
estimate numbers provided are what we term a phase start capital cost estimate and contain a 
large uncertainty range as we have yet to confirm a number of key project definition 
parameters including the technical design criteria (Schedule A of the Implementation 
Agreement) and the location Boxwood (pending discussions with the City of Cambridge). 

The actual final capital cost could be significantly different as we complete engineering, 
and finalize the location and the technical design. 

Best Regards, 

John Mikkelsen, P.Eng. 
Director, Eastern Canada, Power Development TransCanada Royal Bank Plaza 
200 Bay Street 
24th Floor, South Tower 
Toronto, Ontario MSJ 2J1 
Tel: 416.869.2102 
Fax:416.869.2056 
Cell:416.559.1664 

-----Original Message-----
From: Deborah Langelaan [mailto:Deborah.Langelaan@powerauthority.on.ca] 
Sent: Friday, February 04, 2011 10:52 AM 
To: John Mikkelsen 
Cc: Michael Killeavy; rsebastiano@osler.com 
Subject: Designation Letter 

<<0PA_FIPPA_Designation_PP_Presentation_20110204.pdf>> John; 

Please find attached the OPA's letter designating TransCanada's PowerPoint presentation 
presented to the OPA on January 25, 2011 pursuant to Section 25.13(3) of the Electricity Act 
1998. 

It would be greatly appreciated if TCE would forward an unredacted version of the referenced 
presentation at its earliest convenience. 

Kind Regards, 
Deb 
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The message is ready to be sent with the following file or link 
attachments: 

OPA_FIPPA_Designation_PP_Presentation_20110204 

Note: To protect against computer viruses, e-mail programs may prevent sending or rece1v1ng 
certain types of file attachments. Check your e-mail security settings to determine how 
attachments are handled. 

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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Proposed Ontario SCGT Project 

Execution and Preliminary Capital Cost Review 

Jan 25th 2011 

~~ Trans Canada ' - . ' . 
. fn business to deliver 



Meeting Goals 

• OPA TCE alignment on Contracting Strategy 

• Review Preliminary Capital Cost 

• Next Steps Discussion 

~~ TransCanada 
2 



Strategy Criteria 

• Schedule Needs 

• OPA Contract June 30 

• TCE Approvals May - June 

• Challenging Timescale 

• Reflect Scale and Scope 

• SCGT Core plant 

• GT's Purchased 

• Meet standard Needs 

• Value for Money 

• Execution Deliverability 

• Reflect Project and Market Issues 

~~ Jrimsc~~ada 
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Selected Strategy 

• Three Work Packages 

• Electrical Connection 

• Core Plant Construction 

• Gas Connection 

• Electrical Connection 

• Prefer EPC 

• Competitive Bid /Sole Source 

• Core Plant 

• Separate Engineering (reimbursable) 

• Competitive Bid Construction 

• Gas Connection - Union Franchise 

((~ TransCanada 
4 



Strategy Benefits 

• Separate Packages 

• Minimizes Markup 

• Interface Risk to Manage 

• Increases Contractor Appetite 

• Supports Schedule Needs 

• Independent work on Packages 

• Requires Engineering Time 

• Meets Standard Needs 

• Value for Money 

• Good Deliverability 

• Market Conditions 
-..,~: 

·~~· TransC:a~~da 
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Preliminary Capital Cost 

• Based on standard TC process 

• Core Plant : 

• Tools & data 

• TC process & experience 

• OBL: 

• Rule of thumb 

• Significant assumptions 

• Owners costs : 

• "Internal" :TC tools 

• "External" : assumptions 

• Margins: 

• TC norms 

• Appropriate for June target status 

• Start delay = higher margins 

((~· TransCanada 
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Proposed Ontario SCGT Project 

Execution and Preliminary Capital Cost Review 

Jan 25th 2011 

~~ Tra·nsCanada 
In business to deliver 



Aleksandar Kojic 

From: 
Sent: 
To: 
Subject: 

Michael Killeavy 
February 7, 2011 2:21 PM 
'Sebastiana, Rocco' 
FW: Post-PPA value 

You'll enjoy this chain of emails. TCE purports to justify the 5.25% discount rate for all 
cash flows;' 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
120 Adelaide Street West, Suite 1600 
Toronto, Ontario 
M5H 1Tl 
416-969-6288 
416-520-9788 (CELL) 
416-967-1947 (FAX) 

-----Original Message----
From: Michael Killeavy 
Sent: February 7, 2011 2:19 PM 
To: JoAnne Butler 
Subject: RE: Post-PPA value 

.I'm not sure that I agree that the approach their taking is correct. 

It seems that they are just using another arbitrary and confusing methodology in place of 
another arbitrary and confusing methodology. Discounting cash flows that occur some twenty 
to thirty years hence by a fixed percentage and then discounting these cash flows at an 
assumed cost of capital makes no sense to me. 

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) 

-----Original Message----
From: JoAnne Butler 
Sent: February 7, 2011 1:30PM 
·To: Michael Killeavy; Deborah Langelaan; Anshul Mathur 
Subject: FW: Post-PPA value 

1 



FYI. .. 

JCB 

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

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

416-969-6885 Tel. 
416-969-6871 Fax. 
joanne.butler@powerauthority.on.ca 

-----Original Message-----
From: Terry Bennett [mailto:terry bennett@transcanada.com] 
Sent: Domingo, 06 de Febrero de 2811 01:49 p.m. 
To: JoAnne Butler 
Subject: Post-PPA value 

JoAnne, I don't think we adequately addressed the question raised in Thursday's meeting 
regarding the appropriate discount rate that should be applied to the post-PPA period. As 
was discussed, the post-PPA period revenues are less certain and some developers use a higher 
discount rate to reflect that uncertainty. 

As Alex mentioned, TransCanada has examined various evaluation techniques in past years, 
including utilizing different discount rates to reflect different types of cash flows 
(contract versus merchant for example). However, we found that technique to be somewhat 
arbitrary and confusing when applied across the numerous types and sizes of projects our 
company is involved in. 

Instead, we now use a Standard discount rate that is consistent with our cost of capital. To 
reflect the increased uncertainty of certain types of cash flows, we discount the cash flows 
themselves in our analysis. This was the methodology used in the Oakville analysis as shown 
in the cash flow model sent to the OPA this past December. The cash flows in the post-PPA 
period are approximately $28 million lower than those in the latter years of the PPA period, 
reflecting the discount given to that period. 

We have also reduced the post-PPA value by restricting the evaluation period to only 38 years 
{18 years post-PPA). As you know, these types of projects are typically seen as having a 40 
year economic life. We have thus further reduced the value of the post-PPA period. Using a 
typical 48 year economic life would have added millions more of value to the post-PPA 
period. 

You can therefore see that the post-PPA period has in fact been discounted significantly from 
the PPA period itself, even though a consistent discount rate was used for the entire 
evaluation period. 

I hope this puts the post-PPA value in the proper perspective. 
productive session Tuesday. 

Terry 

2 
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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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Aleksandar Kojic 

From: Michael Killeavy 
Sent: February 7, 2011 2:46 PM 
To: 
Cc: 

Deborah Langelaan; Anshul Mathur; JoAnne Butler 
'Sebastiana, 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) 

1 
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Oakville Generating Station 

Financial Value of the Contract- Negotiation 
Strategy 

6 February2011 · 

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. 

2 
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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 10 
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 
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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. 

4 ONTARIO'' 
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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. 

5 ONTARIO~. 
POWERAUTHORITY (# 



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. 

6 ONT~RIO' 
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Legal Analysis - Exclusion Clause 

• 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 Oslerl 

• 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. 

' 

7 oN. ~. a .. a ..... •o. '· · 
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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. 

8 !!U~~t 



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 ONTARIO~ 
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Effect of Residual Value on NPV 

~ 

c 
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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. 

. ONTARIO~ 
POWERAUTiHORITY (/1 



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; < 

,ONTARIO I 
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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. 

ONTARIOIJ 
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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 ONTARIO I. 
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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. ··· ····. · .··. 

15 ONT.RIO(J. 
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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. 

16 ONTARIO'CI 
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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 econornic 
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. 

17 ONTARI.otl 
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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. 

18 ,ONTARIO f 
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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 I 
POWER AUTHORITY (# 



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. 

''·' 

23 ON~. a.~RI.O '. 
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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. 

24 ONTARIO I 
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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. 

25 ONTA!RIOfj 
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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. 

2!r~t 26. 



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 thatthe 
ratepayer is protected and that our decisions are 
defensible. 

27 ONTAR .... I.O~' . 
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Aleksandar Kojic 

From: 
Sent: 

Karen Frecker 
February?, 20118:19 PM 

To: 
Cc: 

Martha McOuat; Michael Lyle; Susan Kennedy; Michael Killeavy; Joe Toneguzzo 
JoAnne Butler 

Subject: RE: BOARD STAFF IR 1-1-21 
Attachments: 1-1-21 BOARD STAFF v3 (MKkf) 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 8,4ee MW of new supply since· 2ee3 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, 2e11 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, 2e11 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 fi.les 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 dire.ctive 
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 8:30 AM 
To: .Martha McOuat; Susan Kennedy 
Cc: . JpAnne.· Butler 
Subject: RE: BOARD STAFF IR I-1-21 
Importance: High 

Martha, 

I can answer most of questions, but not all. I defer to Susan or one of her colleagues to 
comment on the current status of the Oakville directive in answer to (a) I presume it still 
exists but is unfulfilled or frustrated as a result of the government's decision). 

(a) The OPA has not 
of the OGS contract. 
working on a plan to 

yet finalized its plans for procuring supply in the SWGTA in the absence 
The Electricity Resources and Power System Planning divisions will be 

procure whatever supply is required in 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, M5H 1T1 
416-969-6288 (office) 
416-969-6071 (fax) 
416-520-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 

-----Original Message----
From: Martha McOuat 
Sent: Thu 03-Feb-11 5:04 PM 
To: Susan Kennedy 
Cc: Michael Killeavy 
Subject: FW: BOARD STAFF IR I-1-21 

Are you able to help out With this? 

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 
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: Anna LeBourdais 
Sent: Wednesday, February 82, 2811 84:44 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, 2811 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: Janua.ry 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 
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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, 2e11 1:53 PM 
To: Martha McOuat 
Subject: 

Attached is the scanned version of the BOARD ·STAFF's interrogatories. 

Cheers, 

Anna 
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DRAFT- CONFIDENTIAL- For the Advice of Counsel.- Not for External Circulation 

BOARD STAFF INTERROGATORY 21 

2 QUESTION 

3 Supply Procurement and Contract Management 

4 Issue 3.3 

Filed: February 8, 2011 
EB-2010-0279 

Exhibit I 
Tab 1 

Schedule 21 
Page 1 of3 

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 BfTab 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 tenminate the contract? What resources are 
25 budgeted for this negotiation? How will performance be measured? 

26 RESPONSE 

27 
28 
29 
30 
31 
32 
33 
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1 transmission solution to maintain reliable supply in the Southwest GTA will be required. The 
2 OPA is in the process of developing a transmission solution which meets the reliability 
3 requirements for the Southwest Greater Toronto Area. 

4 (b) As noted above. the OPA is in negotiations with TransCanada Energy to terminate the 
5 contract. In addition to their other responsibilities. three staff members The OI"A has 
6 enterea inta negatiatians ',\qlh TransCanaaa Energy Ia terminate the OGS santrast an 
7 m~t~ally satisfastar; terms. Three staff mernlaers from Electricity Resources and the Legal 
a department have been have 13een ae~layeeassigned -to neg ali ate the terminatian af the 
9 OGS santrastthe negotiating team. The OPA staff is assisted by external legal counsel and 

10 a technical consultant. As refleste9 in the Beare's lss~es Desisian, the OR'\ aees net 
11 s~rrently have the alaility ta allesate ar 13~9get internal staff sests an a ~rajestlay ~rajest 
12 13asis. The 01"/\ asknewleages the statement in the lss~es Deeisien that 'an arganizatian 
13 •nith the OI"A's sa~histisatian an9 res~ansilailities sheblla 13e alale ta ~raviee infarrnatian as 
14 te haw its 13blaget is allasatea am eng initiatives" ana, assaraingly, the 01"/\ will enaeaveblr 
15 ta aevele~ a ea~alaility ta allesate internal staff eests far the ~blr~ases af its nelct reven~e 
16 re!Jblirement sul3rnissian. Performance will be measured in terms of limiting the cost to the 
17 ratepayer._= · 
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Aleksandar Kojic 

From: Michael Killeavy 
Sent: February a, 2011 8:15AM , 
To: 
Cc: 

Karen Frecker; Martha McOuat; Michael Lyle; Susan Kennedy; Joe T oneguzzo 
JoAnne Butler 

Subject: RE: BOARD STAFF IR 1-1-21 

This is fine with me. 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
120 Adelaide Street West, Suite 1688 
Toronto, Ontario 
M5H lTl 
416-969-6288 
416-528-9788 (CELL) 
416-967-1947 (FAX) 

-----Original Message----
From: Karen Frecker 
Sent: February 7, 2811 8:19 PM 
To: Martha McOuat; Michael Lyle; Susan Kennedy; Michael Killeavy; Joe Toneguzzo 
Cc: JoAnne Butler 
Subject: RE: BOARD STAFF IR I-1-21 

Based on Colin's comments and review today with Mike Lyle and external legal counsel, the 
language in the Oakville GS interrogatory now reads: 

(a) The OPA has entered into negotiations with TransCanada Energy to terminate the OGS 
contract on mutually satisfaCtory terms. As noted in the LTEP, because of changes in demand 
along with the addition of approximately 8,408 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 tq the negotiating team. The OPA staff 
is assisted by external legal counsel and a technical consultant. Performance will be 
measured in terms of limiting the cost to the ratepayer. 

Please advise if you have any concerns. 

Thanks, 

Karen 

-----Original Message----
From: Karen Frecker 
Sent: February 7, 2811 9:57AM 
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To: Martha McOuat; Michael Lyle; Susan Kennedy; Michael Killeavy; Joe Toneguzzo 
Cc: JoAnne Butler 
Subject: RE: BOARD STAFF IR I-1-21 

I've spoken with Joe Toneguzzo and we have identified the following text to replace part (a): 

The OPA is in the process of developing a transmission 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? 

-----Original Message----
From: Michael Lyle 
Sent: February 4, 2011 9:38 AM 
To: Susan Kennedy; Michael Killeavy; Martha McOuat 
Cc: JoAnne Butler 
Subject: RE: BOARD STAFF IR I-1-21 

I would prefer to avoid answering the question directly. There is also an argument that the 
directive was spent once we executed the original contract with TCE. 

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

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

-----Original Message----
From: Susan Kennedy 
sent: February 4, 2011 8:41 AM 
To: Michael Killeavy; Martha McOuat 
Cc: JoAnne Butler; Michael Lyle 
Subject: RE: BOARD STAFF IR I-1-21 
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I concur with Michael's proposed response. 

The only thing we should probably try to address is the following part of the question: 

"What is the status of the August 18, 2008 directive?" 

I would suggest modifying Michael's proposed response to (a), as follows: 

(a) The August 18, 2008 directive remains in force. The OPA has not yet finalized its plans 
for procuring supply in the SWGTA in the absence of the OGS contract. The Electricity 
Resources and Power System Planning divisions will be working on a plan to procure whatever 
supply is required in 2011; 

Michael Lyle should check as to whether we are comfortable saying that. I considered, -"The 
August 18, 2008 directive remains in force; however, the OPA anticipates that the directive 
will be rescinded by the Minister of Energy". I'm uncomfortable going there at this point 
but I, in turn, defer to Mike Lyle on this one. 

Susan H. Kennedy 
Director, Corporate/Commercial Law Group 

----.-Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 8:30 AM 
To: Martha McOuat; Susan Kennedy 
Cc: JoAnne Butler 
Subject: RE: BOARD STAFF IR I-1-21 
Importance: High 

Martha, 

I can answer most of questions, but not all. I defer to Susan or one of her colleagues to 
comment on the current status of the Oakville directive in answer to (a) I presume it still 
exists but is unfulfilled or frustrated as a result of the government's decision). 

(a) The OPA has not 
of the OGS contract. 
working on a plan to 

yet finalized its plans for procuring supply in the SWGTA in the absence 
The Electricity Resources and Power System Planning divisions will be 

procure whatever supply is required in 2011; 

(b) The OPA has entered into negotiations with TransCanada Energy to terminate the OGS 
contract on mutually satisfactory terms. Three staff have been deployed to negotiate the 
termination of the OGS contract. Performance will be measured in terms of limiting the cost 
to the ratepayer. 

I hope this is alright. I recognize that it's not terribly detailed, but at this point in 
time we don't have a lot of detail and as the negotiations with TransCanada are ongoing, we 
need to be very mindful of what we say. 

Thank you, 
Michael 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
120 Adelaide St. West, Suite 1600 
Toronto, Ontario, MSH 1T1 
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416-969-6288 (office) 
416-969-6071 (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 
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. 
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Thank you, 

Anna LeBourdais 

From: Kevin Dick 
Sent: January 25, 2011 6:31 PM 
To: Martha McOuat; Michael KiHeavy 
Cc: Michael Lyle; Anna LeBourdais 
Subject: RE: 

Martha, 

Interrogatory #21 (SWGTA questions) are best addressed by Michael Killeavy. I am unaware of 
the specific details of the current status of the SWGTA Contract and Oakville Generating 
Station. 

Regards, 

Kevin 

From: Martha McOuat 
Sent: January 25, 2011 2:08 PM 
To: Beverly Nollert; Karen Frecker; Raegan Bond; Bryan Young; Sean Brady; Guy Raffaele; Marc 
Collins; Richard Duffy; Shawn Cronkwright; Kevin Dick; Michael Killeavy; Ruth Covich; Miriam 
Heinz; Ed Nelimarkka 
Cc: Michael Lyle; Anna LeBourdais 
Subject: FW: 

Today is the deadline for intervenors to submit their interrogatories. I am attaching my 
handwritten triage sheet for Board Staff's IRs so you can see how they have been assigned. If 
your name is in the "Sent To" category, at least one of the 30 IRs contained has beeri 
assigned to you. Anna will send you templates to use for your responses shortly. 

Please call me as soon as possible if you have concerns with the questions that have been 
assigned to you. If there are some in particular that you feel require legal input we have 
arranged a meeting with our legal counsel for the 26th to advise us early in the process so 
you can incorporate this into your draft. 
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As you can see below, we are working on very tight timelines. I will forward others as soon 
as they are received. 

Our time lines are as follows: 

January 25: 
authors immediately 

February 1: 

February 2-3: 
may be required 

Interrogatories received from Intervenors, distributed to 

Your responses due to Regulatory Affairs 

Regulatory and Legal review, some further edits by authors 

February 4: Mike Lyle review; some further edits may be required. 
Submit full package to Colin for review 

February 7: 
required 

February 8: 

Colin's comments received, some further edits may be 

Responses filed with OEB 

Please feel free to submit your responses to Regulatory Affairs as they are completed, rather 
than holding the whole package to the deadline date. 

Your assistance with these is greatly appreciated. 

From: Anna LeBourdais 
Sent: January 25, 2e11 1:53 PM 
To: Martha McOuat 
Subject: 

Attached is the scanned version of the BOARD STAFF's interrogatories. 

Cheers, 

Anna 
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Aleksandar Kojic 

From: Joe Toneguzzo 
Sent: February 8, 2011 8:21 AM . . 
To: Karen Frecker; Martha McOuat; Michael Lyle; Susan Kennedy; Michael Killeavy 

JoAnne Butler · · Cc: 
Subject: Re: BOARD STAFF IR 1-1-21 

Sounds good to me. 

Thanks - Joe 

Original Message 
From: Karen Frecker 
Sent: Monday, February 07, 2011 08:19 PM 
To: Martha McOuat; Michael Lyle; Susan Kennedy; Michael Killeavy; Joe Toneguzzo 
Cc: JoAnne Butler 
Subject: RE; BOARD STAFF IR I-1-21 

Based on Colin's comments and review today with Mike Lyle and external legal counsel, the 
language in the Oakville GS interrogatory now reads: 

(a) The OPA has entered into negotiations with TransCanada Energy to terminate the OGS 
contract on mutually satisfactory terms. As noted in the LTEP, because of changes in demand 
along with the addition of approximately 8,400 MW of new supply since 2003 the outlook has 
changed, and the plant in Oakville is no longer required. However, a transmission solution to 
maintain reliable supply in the Southwest GTA will be required. The OPA is in the process of 
developing a transmission solution which meets the reliability requirements for the Southwest 
Greater Toronto Area. 

(b) As noted above, the OPA is in negotiations with TransCanada Energy to terminate the 
contract. In addition to their other responsibilities, three staff members from Electricity 
Resources and the Legal department have been assigned to the negotiating team. The OPA staff 
is assisted by external legal counsel and a technical consultant. Performance will be · 
measured in terms of limiting the cost to the ratepayer. 

Please advise if you have any concerns. 

Thanks, 

Karen 

-----Original Message----
From: Karen Frecker 
Sent: February 7, 2011 9:57AM 
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. 
1 



-----Original Message----
From: Martha McOuat 
Sent: February 4, 2011 9:41 AM 
To: Michael Lyle; Susan Kennedy; Michael Killeavy 
Cc: JoAnne Butler; Karen Frecker 
Subject: RE: BOARD STAFF IR I-1-21 

So I'll go with MK's original response? 

-----Original Message----
From: Michael Lyle 
Sent: February 4, 2011 9:38 AM 
To: Susan Kennedy; Michael Killeavy; Martha McOuat 
Cc: JoAnne Butler 
Subject: RE: BOARD STAFF IR I-1-21 

I would prefer to avoid answering the question directly. There is also an argument that the 
directive was spent once we executed the original contract with TCE. 

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

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

-----Original Message----
From: Susan Kennedy 
Sent: February 4, 2011 8:41AM 
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 
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Resources and Power System Planning divisions will be working on a plan to procure whatever 
supply is required in 2011; 

Michael Lyle should check as to whether we are comfortable saying that. I considered, "The 
August 18, 2008 directive.remains in force; however, the·OPA anticipates that the directive 
will be rescinded by the Minister of Energy". I'm uncomfortable going there at this point 
but I, in turn, defer to Mike Lyle on this one. 

Susan H. Kennedy 
Director, Corporate/Commercial Law Group 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 8:30 AM 
To: Martha McOuat; Susan Kennedy 
Cc: JoAnne Butler 
Subject: RE: BOARD STAFF IR I-1-21 
Importance: High 

I can answer most of questions, but not all. I defer to Susan or one of her colleagues to 
comment on the current status of the Oakville directive in answer to (a) I presume it still 
exists but is unfulfilled or frustrated as a result of the government's decision). 

(a) The OPA has not 
of the OGS contract. 
working on a plan to 

yet finalized its plans for procuring supply in the SWGTA in the absence 
The Electricity Resources and Power System Planning divisions will be 

procure whatever supply is required in 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, M5H 1T1 
416-969-6288 (office) 
416-969-6071 (fax) 
416-520-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 

-----Original Message----
From: Martha McOuat 
Sent: Thu 03-Feb-11 5:04 PM 
To: Susan Kennedy 

J 



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 
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 
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Cc: Michael Lyle; Anna LeBourdais 
Subject: RE: 

Martha, 

Interrogatory #21 (SWGTA questions) are best addressed by Michaei 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: Interrogatories received from Intervenors, distributed to 
authors immediately 

5 



February 1: 

February 2-3: 
may be required 

Your responses due to Regulatory Affairs 

Regulatory and Legal review, some further edits by authors 

February 4: Mike Lyle review; some further edits may be required. 
Submit full package to Colin for review 

February 7: 
required 

February 8: 

Colin's comments received, some further edits may be 

Responses filed with DEB 

Please feel free to submit your responses to Regulatory Affairs as they are completed, rather 
than holding the whole package to the deadline date. 

Your assistance with these is greatly appreciated. 

From: Anna LeBourdais 
Sent: January 25, 2011 1:53 PM 
To: Martha McOuat 
Subject: 

Attached is the scanned version of the BOARD STAFF's interrogatories. 

Cheers, 

Anna 
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Aleksandar Kojic 

From: Susan Kennedy 
February 8, 2011 9:31 AM Sent:. 

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 ME! 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 I 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 M5H 1T1 

416-969-6ee5 Tel. 
416-969-6e71 Fax. 
ioanne.butler@powerauthority.on.ca 

-----Original Message----
From: Michael Killeavy 
Sent: Viernes, e4 de Febrero de 2e11 e1:34 p.m. 
To: Michael Lyie; 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, M5H 1T1 
416-969-6288 (office) 

1 



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 16ee 
Toronto, Ontario, MSH 1T1 
Direct: 416-969-6e35 
Fax: 416.969.6383 
Email: michael.lyle@powerauthority.on.ca 

I r • I 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 s·trictly 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, 2e11 ·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 
discussions it looks like we need a little wiggle room. 
"approximately 45e MW". 

Deb 

of 45e MW but based on yesterday's 
Perhaps the language could be 

Deborah Langelaan I Manager, Natural Gas ProjectsiOPA I Suite 16ee - 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, 2e11 1:2e PM 
To: Susan Kennedy; Michael Lyle; Deborah Langelaan; JoAnne Butler; 'rsebastiano@osler.com'; 
'ESmith@osler.com' 
Subject: RE: Latest Attempt at _Directive 
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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. 9:18AM 
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 
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Ontario Power Authority 

T: 416-969-6054 

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 

FebruarvJamlaey , 20 ll 

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

Dear Mr. Andersen, 
~· ,,~ 

~~-~ 
~-- ~ . 
~ ~$ 

Re: Kitchener-Waterloo-Cambridge Area New Supply A '% 
~ %; ~ 

. . . . . . . .iff-.~ ~ -~ . 
I wnte m connection With my authonty as the Mmtster <?-f_:-Ener~ m aider gto exercise the 

. . • . . . .@'1'~ %,. . -~/d . 
statutory power ofmmistenal directiOn that I have m respec1;ibfthe·'0ntar;o Power Authonty (the 

-~ -~(*' '% 
"OPA") under section 25.32 of the Electricity Act, I 9gB (the {%,2!"). \ ~-

>:>~ ~ J;>,< 
~- ~ Yi Background . ., %~ 

''· ·~ ~'- . . 
The 2007 proposed Integrated Power System··p]an f9re5~t;d'>'fl&ed for a gas plant in Kitchener-
Waterloo-Cambridge (the "KWC Area"). Buildffrgoni/he'fteeds identified in the 2007 plan, in 

''%'@' ~, "* & < 

our Long Term Energy Plan, the Govemment?:i$.entifi.~a -tlle- value of natural gas generation for 
peak needs where it can address local and%Y'.sten'i%:t;-eliahllity issues. The Government confirmed 

"FA-~ ~ 
the continued need for a clean, modem natural W\s-tited plant in the KWC Area . 

.;;-. ~' -~- '"1"~ 
~ ::f % '0: 

The Government has determf'rt~d Wi.tip·ihp1;1t~find advice from the OPA that it is prudent and 

.. 'i. 

b "Jd . I /,,;!':<!·· m ,1/' fi d I th h . . f ne_c~sary to. .1!~ .. , -~~~};V,lP e ~yc ~,gafl$jff;&as- re power p ant at as contract capacity o _ , ("· ="'-'-'·==·.,-,c.· ~~.:_:_c.e._:::_~ 
.•.w•~·~~~~Y.. ~-~(/u!l_to .. s ~? .. '&-]jj.. fff%-~<?P.! o).'l!lellt _ ill.rti.e. ~W C:: _Are~_ b_y_ 1:1)!' _ ~P.rin_g_ !'f ;2~ 1 ~ J. t!I<?. __ .. :.·, 1 Fonnatted: HighHght 

"KWC Project") to nf~oJ'a:L{fSt~gffleeds. In the KWC Area, demand is growing at more than · __ ::· · ·:·. :·-·: _ ··,· ... _;-- · · 

twice the provincial~ate. '~ '\~ w--... ~ ·'h ;;z0. ~ ~~ ~# -~~ :i;'J 
Pursuant to a.,direction dated August 18, 2008 (the "2008 Direction"), the OPA procured from 

t/V-'/.'40 -..--0-~ '-'/ 
Transeanad.l'Enerov ttd. ("Trans Canada") the design, construction and operation of a 900MW 
~ ~ ~~ ""/ 

natlifal gas g\lnerati\\g station in Oakville (the "Oakville Generating Station"). On October 7, 
20 I 0'",1:1 armoun'ci''if,l'tll'~t the Oakville Generating Station would not proceed as changes in demand 

'-% j; 
and sup~'lx.havl made the Oakville Generating station no longer necessary. 

"'.-mff/ 

In light of the foregoing, together with the OPA, the Government has discussed with 

Trans Canada .tJl!' .te1111inati ()n_ .o{rti.O _ ~Oiltr":ct. for. 1:1)!' _9lil<vill !' .Q.en.er~ti.ng. ~ta.ti.o11. an~. ": .P.~9i.ect_ _ .... · ·1 Formatted: HighHght 

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, looki..ng for opportunities to reprofile investments already made by TransCanada and 
minimize overall costs. 

.~::~ ~,,, 
It is anticipated that the OPA will complete the contract for the KWC ProJect b)\';June 30, 2011 
having regard to a reasonable balance of risk for TransCanada, the mutuil%-&r;fl)·ation of the 

:::-~0. -~- :.. 
contract for the Oakville Generation Project and the needs and interes~~Rt O~~l!o 'ili!Ctricity 
customers. It is further expected that the. contract provide for an in se!V!ce <!~te of"no later than w ft. ''0 . 
spring of2015 to meet the demand needs of the community . .{/)%-:"'· ~~ % _.'k"' 

dff·:f'//~~ ··-%-, ··~,w} -11 ~ >::-
As with all electricity generation projects procured by ili&o~OPA;"ihe RWC Project shall be 

'r:;.: ''% 'lj 

required to undergo all applicable municipal and en~il;onment~:&appro;\fals to ensure it meets or 
exceeds regulated standards, including those for air ~~~ltcy, noit't;-,:_-t'Jour and vibration. Any 
duty to consult and accommodate Aboriginal commuii1ties tifr.the KWC Project must be fulfilled. 

'0 ~ l:J ·c~ 

For greater clarity, the OPA is not requir.~O£?J{~:1Jlis~"di;~i;~ to enter into. a co~tract with 
Z:.z --~- -'.%· .. &;: 

TransCanada if it is unable to reach agreement Wltl;l, TraiisCanada on terms that satisfy the 
requirements of this direction and fully1:~~Si~;i~.tffi~Yers' interests. In such event, the OPA 
may seek to recover its costs, if any, rel~g-~.- the implementation agreement in accordance 

"-· - •JY~~{~.'•;. o::t;:.:_ ~;. 
with its statutory authority. ··0-:t %.: .#- ::;:-?\ · 

-~~- ~4" : 
I further direct that tp~·%008 ~i~~9 .. J:i-$JJ~~by revoked. 

@: .-: ·.:-· ·)'-:.;, 
'% ~>-. ~~ W.-:. 

This direction shall bB~~tfeCti.~e·:--~g~:!t{ding as of the date hereof. 
-;;~::-%";;<:\;. ~~;.-<<-- .. 



Aleksandar Kojic 

From: 
Sent: 

·To: 

Sebastiane, Rocco [RSebastiano@osler.com] 
February 9, 2011 2:10PM 
Deborah Langelaan; Michael Killea\iy 
Smith, EUiot · · Cc: 

Subject: Cancel Meeting Tomorrow Morning 

As we have not heard back from TCE following yesterday's meeting, I would propose that we cancel our 
meeting tomorrow morning. 

r:r 
Rocco Sebastiana 
Partner 

416.862.5859 DIRECT 
416.862.6666 FACSIMILE 
rsebastiano@osler.com 

Osler, Hoskin & Harcourt LLP 
Box 50, 1 First Canadian Place r!:l-· "~· -~ '~ 

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

Le contenu du present courriel est privi!Eigi9, confidentiel et 
soumis a des droits d'auteur. II est interdit de l'utiliser ou 
dele divulguer sans autorisation. 

"'****"*****************************-************-************* 

1 



Aleksand~u Kojic 

From: 
Sent: 
To: 
Cc: 

Smith, Elliot [ESmith@osler.com] 
February 9, 2011 3:35 PM 
Deborah Langelaan; Michael Killeavy 
Sebastiana, Rocco · 

Subj!lct: RE: Cancel Meeting Tomorrow Morning 

I thinkthere is strategic value in leaving the IA aside until we've resolved the substance of Schedules "B" and 
"C". Once we have those schedules worked out, TCE will be much more motivated to fmalize the IA and 
accept whatever changes we have proposed. If we go back to them now with a blackline they'll be no limit on 
how much they try to push back and we'll be fighting over issues that are an order of magnitude less important 
than NRR/contractual terms. 

Elliot 

From: Deborah Langelaan [mailto:Deborah.Langelaan@powerauthoritv.on.ca] 
Sent:. Wednesday, February 09, 2011 3:29 PM 
To: Sebastiana, Rocco; Michael Killeavy 
Cc: Smith, Elliot 
Subject: RE: Cancel Meeting Tomorrow Morning 

I just heard back from John Mikkelsen and he indicated that if OPA could generate a blackline of the 
Implementation Agreement we should meet to review it; otherwise tomorrow's meeting should be cancelled. What 
does everyone think? 

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@pawerauthoritv.on.ca 1 

From: Sebastiana, Rocco [mailto:RSebastiano@osler.com] 
Sent: February 9, 2011 2:10PM 
To: Deborah Langelaan; Michael Killeavy 
Cc: Smith, Elliot 
Subject: Cancel Meeting Tomorrow Morning 

As we have not heard back from TCE following yesterday's meeting, I would propose that we cancel 
our meeting tomorrow morning. 

D 
Rocco Sebastiana 
Partner 

416.862.5859 DIRECT 
416.862.6666 FACSIMILE 
rsebastiano@osler.com 

Osler, Hoskin & Harcourt LLP 
Box 50, 1 First Canadian Place 
Toronto, Ontario, Canada M5X 1 B8 
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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 privi19gi9, confidentiel et 
soumis a des droits d'auteur. II est interdit de l'utiliser au 
de le divulguer sans autorisation. 

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

Aleksandar Kojic 

From: 
sent: 
To: 
Cc: 

Deborah Langelaan 
February 9, 201.1 3:40 PM 
'Smith, Elliot'; Michael Killea.jy 
'Sebastiana, Rocco' 

Subject: RE: Caricel Meeting Tomorrow Morning 

Well said, consider tomorrow's meeting cancelled. 

Deb 

Deborah Langelaan I Manager, Natural Gas Projects I OPA I 
Suite 1600-120 Adelaide St. W. I Toronto, ON M5H 1T1 I 
T: 416.969.6052 I F: 416.967.19471 deborah.langelaan@powerauthority.on.ca 1 

From: Smith, Elliot [mailto:ESmith@osler.com] 
Sent: February 9, 2011 3:35 PM 
To: Deborah Langelaan; Michael Killeavy 
Cc: Sebastiana, Rocco 
Subject: RE: Cancel Meeting Tomorrow Morning 

I think there is strategic value in leaving the IA aside until we've resolved the substance of Schedules "B" and 
"C". Once we have those schedules worked out, TCE will be much more motivated to finalize the IA and 
accept whatever changes we have proposed. If we go back to them now with a blackline they'll be no limit on 
how much they try to push back and we'll be fighting over issues that are an order of magnitude less important 
than NRR/contractual terms. 

Elliot 

From: Deborah Langelaan [mailto:Deborah.Langelaan@powerauthoritv.on.ca] 
Sent: Wednesday, February 09, 2011 3:29PM 
To: Sebastiana, Rocco; Michael Killeavy 
Cc: Smith, Elliot 
Subject: RE: Cancel Meeting Tomorrow Morning 

I just heard back from John Mikkelsen and he indicated that if OPA could generate a blackline of the 
Implementation Agreement we should meet to review it; otherwise tomorrow~s meeting should be cancelled. What 
does everyone think? 

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.Jangeiaan@powerauthority.on.ca 1 

From: Sebastiana, Rocco [mailto:RSebastiano@osler.com] 
Sent: February 9, 2011 2:10PM 
To: Deborah Langelaan; Michael Killeavy 
Cc: Smith, Elliot 
Subject: Cancel Meeting Tomorrow Morning 

1 



As we have not heard back from TCE following yesterday's meeting, I would propose that we cancel 
our meeting tomorrow morning. 

D 
Rocco Sebastiane 
Partner 

416.862.5859 DIRECT 
416.862.6666 FACSIMILE 
rsebastiano@osler.com 

. Osler, Hoskin & Harcourt LLP 
Box 50, 1 First canadian Place 
~ario, Canada M5X 188 

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

Le contenu du present courriel est privil9gi9, confidentiet et 
soumis a des droits d'auteur. II est interdit de l'utiliser ou 
de le divulguer sans autorisation. 

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

From: 
Sent: 
To: 
cc:. 
Subject: 

Hi John; 

Deborah Langelaan 
February 10, 2011 3:56 PM 
'John Mikkelsen (John_mikkelsen@transcanada.com)' 
Michael Killeavy 
Schedule A & Must-Offer 

We are working closely with our Power System Planning group on the development of Schedule A (Technical Design 
Requirements) and it is our expectation that we will have something to you by Tuesday. Also, the OPA will require TCE 
to meet the Peaker Must-Offer Obligations that are specified in Exhibit T of the NYR Peaking Generation Contract 

Deb 

Deborah Langelaan 1 Manager, Natural Gas Projects I OPA 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 

1 



Aleksandar Kojic 

From: 
Se.nt: 
To: 

Deborah Langelaan 
February 14, 2011 8:56AM 
Michael Killeavy 

Subject: FW: CAPEX Notes for Discussion 
Attachments: CAP EX Notes- February 13_2011_Rev1.pdf 

For this morning's call with Safouh. 

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.Jangelaan@powerauthority.on.ca 1 

From: Safouh Soufi [mailto:safouh@smsenergy-enqineering.com] 
Sent: February 13, 2011 10:48 PM 
To: Deborah Lanqelaan 
Cc: 'Safouh Soufi' 
Subject: CAPEX Notes for Discussion 

Hello Deborah: 

·As promised, I have reviewed TCE slides on CAP EX and prepared some notes for discussion. I am still of the opinion 
that TCE has not provided much information to support their CAPEX. TCE claimed at the meeting that the CAP EX is in 
the order of +/-30% and as such it is too premature at this point to subject it to detail analysis or for that matter to treat it 
too seriously. 

In any event, I have prepared some notes which we can discuss tomorrow. I have a morning meeting and will not be in 
the office by about 11:00 am or so. When will be a good time to call you tomorrow. 

Thanks, 
Safouh 

1 



Slide~ 1 

Privileged and 
Confidential 

Review of Generation Options 

SMS Energy-Engineering Inc. 

February 13, 2011 
CAPEX Notes For Discussion 

SMS En ., 

• .._ ,.,·-_o,l 

\ 



Slide- 2 

CTG 
Others 

30% 
1% 

32% 
2% 

exchange rate 
Contract US$144,69B4BO 
Dec 2010 proposal U$33,000,000 {+/- 25%) 

suggests EPCM may be more costly than EPC 

Orders usually form part of contingency 
Orders usuallyfonn part of contingency 

support 

Owner's costs other than Site Purchase is 
$77 Millions for a simple cycle seems excessive 

Privileged and 
Confidential 

I~ I 
• MS Energy-Engineering 



Slide- 3 

Engineering 
Construction 

S/T 

S/T 

CTG Change Order (2%- 2%) 
EPC Change Order (5%- 3%) 
Landscaping 

42% 
3% 

45% 
4% 

48% 

5% 
'27% 

31% 

1% 
2% 
1% 

1~1 
SMS Energy~Engineering 



Aleksandar Kojic 

From: 
Sent: 
To: 
Cc: 
Subject: 

Deborah Langelaan 
February 15, 2011 9:50AM 
'Sebastiane, Rocco' 
Michael Killeavy 
FW: Latest Attempt at Directive 

Attachments: KWC TransCanada Direction 26 01 2011 cln - OPA Comments_110204v2.docx 

Rocco; 

Do you have any comments on the latest version of the Directive? I recall you mentioning a 
concern with the "settlement discussions" language. 

Deb 

Deborah Langelaan I Manager, Natural Gas ProjectsiOPA I Suite 1600 - 120 Adelaide St. W. I 
Toronto, ON M5H 1T1 I 

· T: 416.969.6052 I F: 416.967.19471 deborah.langelaan@powerauthority.on.ca I 

-----Original Message----
From: Susan Kennedy 
Sent: February 8, 2011 9:31 AM 
To: JoAnne Butler; Michael Killeavy; Michael Lyle; Deborah Langelaan; 
Subject: RE: Latest Attempt at Directive 

Privileged and Confidential (Solicitor and Client Privilege) 

I I 0 I I 

' 

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, 2011 1:59 PM 
To: Michael Killeavy; Michael Lyle; Deborah Langelaan; Susan Kennedy; 
Subject: RE: Latest Attempt at Directive 

I I 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 

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

1 



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 

I I 0 I I 

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) 
416-969-6e71 (fax) 
416-S2e-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 16ee 
Toronto, Ontario, MSH 1T1 
Direct: 416-969-6e3S 
Fax: 416.969.6383 
Email: michael.lyle@powerauthority.on.ca 

I I 0 I 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 

-----Original Message----
From: Deborah Langelaan 
Sent: February 4, 2e11 1:28 PM 
To: Michael Killeavy; Susan Kennedy; Michael Lyle; JoAnne Butler; ; 
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Subject: RE: latest Attempt at Directive 

I specifically asked Susan to include Contract Capacity 
discussions it looks like we need a little wiggle room. 
"approximately 450 MW". 

Deb 

of 450 MW but based on yesterday's 
Perhaps the language could be 

Deborah langelaan I Manager, Natural Gas ProjectsiOPA I 
Suite 1600 - 120 Adelaide st. w. I Toronto, ON M5H 1T1 I 
T: 416.969.6052 I F: 416.967 .19471· deborah .langelaan@powerauthority .on. ca 

-----Original Message----
From: Michael Killeavy 
Sent: February 4, 2011 1:20 PM 
To: Susan Kennedy; Michael lyle; Deborah langelaan; JoAnne Butler; 'rsebastiano@osler.com'; 
'ESmith@osler.com' 
Subject: RE: Latest Attempt at Directive 

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, M5H 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 9:18AM 
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) 

3 



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 

Ontario Power Authority 

T: 416-969-6054 

F: 416-969-6383 

E: susan.kennedy@powerauthority.on.ca <mailto:susan.kennedy@powerauthority.on.ca> 
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LEGAL ADVICE- PRIVILEGED AND CONFIDENTIAL- NOT FOR CIRCUlATION 

FebruarvJEI!!Hffi)' , 2011 

Mr. Colin Andersen 
Chief Executive Officer 

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

Dear Mr. Andersen, 
~· '1t 
-~~ 
~ ~~ Re: Kitchener~ Waterloo-Cambridge Area New Supply A ~ -ff 

@'~7. ~ 
.0;/ ~ .#'/~ ~ 

I write in connection with my authority as the Minister~LEner.~in oi<ier~o exercise the 
~ ~ 'o/4.-.@ 

statutory power of ministerial direction that I have in respeo,f6'fth~0nt~io P<f*ef Authority (the 
-~ ~ ··~ 

"OPA") under section 25.32 of the Electrici(y Act, 1998 (the 'l>\.ct"). ~ '% 
~ .. ~. ~ . 

. '% '%~ 
Background ~ ~-f? 

/~. ~ ~ 
The 2007 proposed Integrated Power System'·Pl~ f<;ire5al;t.,rd'll,~d for a gas plant in Kitchener-
Waterloo-Cambridge (the "KWC Area"). ~uildf'f!'g on&he 'keeds identified in the 2007 plan, in 

. :?;W- ~ ~- #}. • 
our Long Term Energy Plan, the Government?Jgentifi~p 'ffie value of natural gas generation for 
peak needs where it can address local andesj.steri{'trelial511ity issues. The Government confirmed 

~.& --~ '-:&48. 
the continued need for a clean, modern natural 1lil!l-titea plant in the KWC Area. 

~ ~ --~ .. ~ ::.·:<:· 
~?if~~ ,, 

The Govemmen.t has ~etermS~~h '*#,.1mp~t~and advice from the OPA that it is prude~t and · y:_>·< Y _ :: -:' _ _. ~· 
n~cessaryto. bU]ld'bs!lJlple~ycl<l;,.J?atw"~as-fired power plant that has contract capacity of . : ,. , .,: , .·. ; . ": , 

.'~P:E'f<l!H_,...,t<,>lf. J.3 ~ug _to. ~50,9.. -~~ .t'iftc~~P.!92!'! ~!!!. 1!1. th~. KW g. M"!Ic _ l_:>y_ _th'-_ sp_I:jgg_ ~[ ~9.!?.. ( t)le __ .. , c -j Formatted: Highlight 

"KWC Project") to rri"t4'Jo&,J;ySt<;~~eeds. In theKWC Area, demand is growing at more than · ",>.' ·.;; : .. ,. .'<. '':Z: ·-

' ~- " 

. z '%.: ;;~ --' --· --:""·-·· . ' ------
.twicetheprovinci(?JJ!e· ~~ ~:--- ···.-:-.",.·. 

~% '~ Pursuant to ,~direction da:ted August I 8, 2008 (the "2008 Direction"), the OPA procured from 
W:/% '-'0:- '-'/ 

Trans@anad": Entif'gy· ·. Etd. ("TransCanada") the design, construction and operation of a 900MW w . ., ''/ 
natilfal gas gegeratffig station in Oakville (the "Oakville Generating Station"). On October 7, 

~ %7.{~ . . . . 
201 O,"announgeu·lliat the Oakville Generating Station would not proceed as changes m demand 
and su~Iy,hailt made the Oakville Generating station no longer necessary, 

'd.@' 

In light of the foregoing, together with the OP A, the Government has discussed with 

TransCanada the. _terfuillati ()n __ of .th.e. C::Ol1lr!lcCt. [or_ .th". . ()_a]{vill e_ . (}e_n_er~tinit f3tllti_ol1. aii<i. !lc _p_,oi.<e~ _ .... -- j 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 KW C 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 .:';"{)i}~11~~·J';\ 
Station, looki..!}g for opportunities to reprofile investments already made by TransCanada and 
minimize overall costs. 

/.i-'- '%; & 
It is anticipated that the OPA will complete the contract for the KWC Prdj!b?1lfl);;~ime 30, 2011 
having regard to a reasonable balance of risk for TransCanada, the mutual%firm[f1ation of the 

:-;.-'0: '0:· A 
contract for the Oakville Generation Project and the needs and interes~:.p_£ oll(Wio ~i&:tricity 
customers. It is further expected that the contract provide for an in servt~e i?te- of1to later than 
spring of2015 to meet the demand needs of the community/}.~~ ~~ ~ ·:~ . . 

~.~% ~ ~;;# 
' ~7. ~ ... 

As with all electricity generation projects procured by t!{&~l(P A, 'tl}f ~:)YC Project shall be 
required to undergo all applicable municipal and en\1i:ronment@.i;~pro~als to ensure it meets or 

exceeds regulated standards, including those for air ~:f~14!J, noi's~~~our and vibration. Any 
duty to consult and accommodate Aboriginal sgmmWlti~2- cffr;J;ge KWC Project must be fulfilled. 

/, ~ ~~ ~;. 
For greater clarity, the OPA is not requit.t:,sk·-P~::th. istCtire"Etion to enter into a contract with 

;&{' .. ~. '"$..@ 
TransCanada if it is unable to reach agreem~n> WI~ mmsCanada on terms that satisfy the 
requirements of this direction and fully.(<fi'fSide7Tate_ .. ;lyers' interests. In such event, the OPA 

.-~~ . '<9.,. "'*#. 
m~y ~eek to recover it~ co~;_s, if a;.l~.J.~!~l~%ng"1%:,the implementation agreement in accordance 
With Its statutory authonty. ~t..:.:. ~ ~- >?"~ .. 

r-;9,~ "%,. ... df7 ' "':'_!;. 
/~-;.;:10: -~ ff 

I further direct that ~~~008 ~Irecti,gn:'i~JJ.,c;reby revoked. 
W r ~ >;:";.;. 

This direction shall ~i§'::eff~x~iind ~ding as of the date hereof . 
.;p.;:-0. ... ~«- ""-'&£/ 

\t:~-e:,,,,,~-'<:':2 ~"' 
[-"/;.-. §JY?:.·:~<~-... ·;;;::·,. 

B 'D' ·--:{. u :.-:~-'::-, raa: ligma~ .,,i< 
~ .,, 1:. 

Milli~ler ofEil~rw.Jt 

'-:'%~%7.r,~ 
• '"·<.•x:Y· 



Aleksandar Kojic. 

From: 
Sent: 
To: 

Deborah Langelaan 
February 15,20111:51 PM 
Michael Killeavy 

Subject: RE: TransCanada Cambridge Capex 

Importance: High 

Michael- would you please take a look at how I'm proposing to respond to John before I send it? 

John; 

JoAnne indicated to us that it is the negotiating team's objective this week to review TCE's capital cost build-up for 
Cambridge and understand how the figures presented to us on January 25th were derived. TCE has the burden of proof 
and the responsibility to provide complete and detailed information to satisfy the OPA project review and due diligence 
process. The OPA recognizes the urgency on TCE's behalf in scheduling the next meeting; however, our schedules are 
such that Thursday afternoon is the earliest we can meet. We are available to meet on Thursday from 2:30 p.m. to 6:00 
p.m. 

Deb 

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

From: John Mikkelsen [mailto:john_mikkelsen@transcanada.com] 
Sent: February 15, 2011 11:01 AM 
To: Deborah Langelaan 
Subject: RE: TransCanada Cambridge Capex 

Deborah, 

Thanks for getting back. Based on the discussions between Terry, Brandon and JoAnne on Monday we are to have the 
capital cost issues resolved by Friday for a follow-up meeting with JoAnne next Tuesday. While I appreciate that you 
need to schedule your team's availability, I don't see how we can meet the Friday deliverable if we start on Thursday 
afternoon. We believe this discussion needs to start today. 

Geoff and 1 are available now through Friday and we can bring in our team members as required (by phone, by 
telepresence or in person). Can you please review at your earliest convenience and let us know if a meeting this 
afternoon is possible? 

Also can you please update us on the status of the blackline to the Implementation Agreement, Schedule A (the 
Technical Requirements), and your capital cost estimate? 

Many thanks, 

John Mikkelsen, P.Eng. 

Director, Eastern Canada, Power Development 

TransCanada 

1 



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: Tuesday, February 15, 201110:39 AM 
To: John Mikkelsen 
Subject: RE: TransCanada Cambridge Capex 

John; 

I think it's a good idea that your engineers be at the meeting. OPA attendees will be Michael Killeavy, Safouh Soufi, 
Anshul Mathur, Rocco Sebastiane and me. Based on everyone's schedules the soonest we can meet is Thursday 
afternoon at our prearranged time of 2:30 p.m. 

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: February 14, 2011 5:46PM 
To: Deborah Langelaan 
Subject: RE: TransCanada Cambridge Capex 

Thank you. 

I would like to bring. our engineering team out to assist with the discussion of the assumptions. Geoff and I are able to 
meet tomorrow but we would need a days notice to get Andy Mather and Larry here. 
We have a telepresence room here which is also an alternative. 

Talk to you tomorrow, 

Regards, 

John Mikkelsen, P.Eng. 

Director, Eastern Canada, Power Development 

TransCanada 

Royal Bank Plaza 
200 Bay Street 

2 



24th Floor, South Tower 
Toronto, Ontario MSJ 2J1 

Tel: 416.869.2102 

Fax:416.869~2056 

Cell:416.559.1664 

From: Deborah Langelaan [mailto:Deborah.Langelaan@powerauthority.on.ca] 
Sent: Monday, February 14, 2011 5:41PM 
To: John Mikkelsen 
Subject: Re: TransCanada Cambridge Capex 

John; 

We have the same understanding and I will provide you with potential meeting times tomorrow morning. 

Deb 

From: John Mikkelsen [mailto:john_mikkelsen@transcanada.com] 
Sent: Monday, February 14, 2011 05:28 PM 
To: Deborah Langelaan; Michael Killeavy 
Subject: TransCanada Cambridge Capex 

Dear Deborah, 

I just left you a voice mail. I understand that Brandon Anderson and Terry Bennett met with JoAnne Butler this 
afternoon. My understanding coming out of that meeting is that we are to get together with your team as soon as 
possible to review the capital cost build-up for Cambridge. Can you please confirm this is your understanding? 

Also assuming this is the plan, can you let me know when and who should be available for such a meeting so I can plan 
to get the right people here. 

Many thanks, 

John Mikkelsen, P.Eng. 

Director, Eastern Canada, Power Development 

TransCanada 

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

Tel: 416.869.2102 

Fax:416.869.2056 

Cell:416.559.1664 

3 



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 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 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 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: 

Michael Killeavy 
February 15, 2011 1:55 PM 
Deborali Langelaan 

Subject: RE: TransCahada Cambridge Capex 

A few minor suggestions, below: 

Michael Killeavy, LL.B., MBA, P.Eng. 

Director, Contract Management 

Ontario Power Authority 

120 Adelaide Street West, Suite 1600 

Toronto, Ontario 

MSH 1T1 
416-969-6288 . 

416-520-9788 (CELL) 

416-967-1947 (FAX) 

From: Deborah Langelaan 
Sent: February 15, 2011 1:51 PM 
To: Michael Killeavy 
Subject: R.E: TransCanada Cambridge Capex 
Importance: High 

Michael -would you please take a look at how I'm proposing to respond to John before I send it? 

John; 

JoAnne indicated to us that it is the negotiating team's objective this week to review and understand TCE's capital cost 
build-up for Cambridge and understand how the figures presented to us on January 25th were derived. TCE has tAe 
bt~rden ef JlFeef ana the resJlensibility to provide complete and detailed information to satisfy the OPA project review and 
due diligence process, so that we can understand how the CAPEX was built up. The OPA recognizes the urgency on 
TCE's behalf in scheduling the next meeting; however, our schedules are such that Thursday afternoon is the earliest we 
can meet. We are available to meet on Thursday from 2:30p.m. to 6:00p.m., if necessarv. 

Deb 

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

From: John Mikkelsen "[mailto:john_mikkelsen@transcanada.com] 
Sent: February 15, 201111:01 AM 
To: Deborah Langelaan 
Subject: RE: TransCanada Cambridge Capex 

Deborah, 

1 



Thanks for getting back. Based on the discussions between Terry, Brandon and JoAnne on Monday we are to have the 
capital cost issues resolved by Friday for a follow-up meeting with JoAnne next Tuesday. While I appreciate that you 
need to schedule your team's availability, I don't see how we can meet the Friday deliverable if we start on Thursday 
afternoon. We believe this discussion needs to start today. 

Geoff and I are available now through Friday and we can bring in our team members as required (by phone, by 
telepresence or in person). Can you please review at your earliest convenience and let us know if a meeting this 
afternoon is possible? · 

Also can you please update us on ihe status of the blackline to the Implementation Agreement, Schedule A (the 
Technical Requirements), and your capital cost estimate? 

Many thanks, 

John Mikkelsen, P.Eng. 

Director, Eastern Canada, Power Development 

TransCanada 

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

Tel: 416.869.2102 

Fax:416.869.2056 

Cell:416.559.1664 

From: Deborah Langelaan [mailto:Deborah.Langelaan@powerauthority.on.ca] 
Sent: Tuesday, February 15, 201110:39 AM 
To: John Mikkelsen 
Subject: RE: TransCanada Cambridge Capex 

John; 

I think it's a good idea that your engineers be at the meeting. OPA attendees will be Michael Killeavy, Safouh Soufi, . 
Anshul Mathur, Rocco Sebastiane and me. Based on everyone's schedules the soonest we can meet is Thursday 
afternoon at our prearranged time of 2:30 p.m. 

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: February 14, 2011 5:46PM 
To: Deborah Langelaan 
Subject: RE: TransCanada Cambridge Capex 

2 



Thank you. 

I would like to bring our engineering team out to assist with the discussion of the assumptions. Geoff and 1 are able to 
meet tomorrow but we would need a days notice to get Andy Mather and Larry here. 
We have a telepresence room here which is also an alternative. · 

Talk to you tomorrow, 

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: Deborah Langelaan [mailto:Deborah.Langelaan@powerauthority.on.ca] 
Sent: Monday, February 14, 2011 5:41PM 
To: John Mikkelsen 
Subject: Re: TransCanada Cambridge Capex 

John; 

We have the same understanding and I will provide you with potential meeting times tomorrow morning. 

Deb 

From: John Mikkelsen [mailto:john_mikkelsen@transcanada.com] 
Sent: Monday, February 14, 2011 05:28PM 
To: Deborah Langelaan; Michael Killeavy 
Subject: TransCanada Cambridge Capex 

Dear Deborah, 

1 just left you a voice mail. I understand that Brandon Anderson and Terry Bennett met with JoAnne Butler this 
· afternoon. My understanding coming out of that meeting is that we are to get together with your team as soon as 
possible to review the capital cost build-up for Cambridge. Can you please confirm this is your understanding? 

Also assuming this is the plan, can you let me know when and who should be available for such a meeting so I can plan 
to get the right people here. 

3 



Many thanks, 

John Mikkelsen, P.Eng. 

Director, Eastern Canada, Power Development 

TransCanada 

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

Tel: 416.869.2102 

Fax:416.869.2056 

Cell:416.559.1664 

This electronic message and any attached documents are intended only for the named addressee(s). This 
communication from 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. 

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

From: 
Sent: 
To: 

Michael Killeavy 
February 15, 2011 2:58 PM 
Terr)l Gabriele; Sally Leung 

Subject: Re: TCE Matter- Fairness Opinion ... 

I'm tied up in meetings most of the afternoon. Here are my answers; 

#1 We aren't sure when we'll need the opinion, but it likely will be May or June; 

#2 Do you mean dollar value of the engagement or transaction? The engagement is likely over $lOOk. The transaction is 
likely hundreds of millions. 

#3 I know that CIBC has done this type of work before. Any investment bank could do this, though. 

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: Terry Gabriele 
Sent: Tuesday, February 15, 2011 02:46 PM 
To: Michael Killeavy; Sally Leung 
Subject: RE: TCE.Matter- Fairness Opinion ... 

Michael, 
Would like to speak with you about this, but you were not in your office when I went by. Do you have some time today? 

I need some information to assess what we can do to help get a firm on board quickly. 

1 -When do you need the support? If it is available in a month is that acceptable? 
2- What is your estimate of the dollar value? > $100,000 
3- Do you have contact coordinates for individuals that would be able to provide the service? 

Terry Gabriele 
Director, Finance 
Ontario Power Authority 
416 969 6006 

From: Michael Killeavy 
Sent: February 15, 20111:50 PM 
To: Kim Marshall; Sally Leung 
Cc: Deborah Langelaan; Terry Gabriele 
Subject: RE: TCE Matter - Fairness Opinion ... 

1 



Possibly, but this is really a valuation exercise. Investment banking firms with lots of transaction experience and 

credible reputations typically furnish this service. 

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: Kim Marshall 
Sent: February 15, 20111:47 PM 
To: Michael Killeavy; Sally Leung 
Cc: Deborah Langelaan; Terry Gabriele 
Subject: RE: TCE Matter - Fairness Opinion ... 

We may be able to use our audit vendor of record???? 

Kimberly Marshall 
Vice President; Business Strategies & Solutions 
Ontario Power Authority 
120 Adelaide Street West 
Suite 1600 
Toronto, Ontario M5H 1T1 

Phone: 416-969-6232 
Cell: 416-545-7202 
E-Mail: kim.marshall@powerauthority.on.ca 
Fax: 416-967-1947 
Visit our Website: www.powerauthority.on.ca 
This e·mail message and any files transmitted with it are intended only for the named recipient(s) above and may contain information that is privileged, confidential 
and/or exempt from disclosure under applicable law. If you are not the intended recipient(s), any dissemination, distribution or copying of this e-mail message or 
any files transmitted with it is strictly prohibited. If you have received this message in error, or are not the named recipient(s), please notify the sender immediately 
and delete this e-mail message. 

From: Michael Killeavy 
Sent: Tuesday, February 15, 201110:00 AM 
To: Sally Leung 
Cc: Kim Marshall; Deborah Langelaan 
Subject: TCE Matter - Fairness Opinion ... 

*** PRIVILEDGED AND CONFIDENTIAL- PREPARED IN CONTEMPLATION OF LITIGATION*** 

Sally, 

1 just picked up your voicemail. We aren't looking for a fairness advisor in the usual procurement sense of the term, i.e., 
someone to provide an opinion on the fairness of a process. We are looking for a firm to provide a fairness opinion on 
any settlement we might make with TCE. The firm would need to provide an opinion on the substantive fairness of the 
transaction, i.e., that the transaction is one that provides value-for-money to the ratepayer, or does not, as the case 

2 



might be. This was done by the Ministry of Energy for the BPRIA several years ago. The firms that do this are 
investment banks that have a lot of transaction experience. 

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) 

3 



Aleksandar Kojic 

From: 
Sent: 
To: 
Cc: 

Deborah Langelaan 
February 15, 2011 4:26 PM 
Michael Killeavy; 'Safouh Soufi' 
JoAnne Butler 

Subject: FW: TransCanada Cambridge Capex 

Fellas ... can we discuss this tomorrow? 

Deb 

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

From: John Mikkelsen [mailto:john_mikkelsen@transcanada.com] 
Sent: February 15, 2011 4:23 PM 
To: Deborah Langelaan 
Cc: Terry Bennett; Geoff Murray; Brandon Anderson 
Subject: RE: TransCanada Cambridge Capex 

Dear Deborah, 

As you are aware we have been prevented from initiating many of the development activities that we would normally have 
kicked off to be able to determine the project feasibility and provide solid information to support our Capex estimates. 
The information that you are proposing to review now is the same as what was presented on January 251

". At that time 
we presented a methodology under an open book process leading to a final Capex in May and precisely how the figures 
would be derived. There has been little change since that time. 

In an effort to make the meeting(s) more productive we believe that the deal teams should perform a "gap analysis" to 
help the OPA gain comfort with the capital cost estimate. This process starts with our respective capital cost estimates 
(you have ours and we believe yours totals $450 million based on discussions with JoAnne) and we will then compare the 
line items of the cost estimates to determine the largest "gaps" between our respective estimates. This will guide the 
discussion to focus on areas of greatest concern first. In order to chase this down we need the OPA's current cost 
estimate, ideally in a format that has the same line items as the TCE Cost Estimate presented at our January 251

" 

meeting. 

What are your thoughts on such an analysis? If you are in agreement that such a process is an expeditious approach, 
the first step is sharing the OPA's Cost Estimate with TCE such that we can identify the gaps and prepare information in 
response. 

lfthe OPA has a different approach in mind it is critical that the OPA communicate that prior to our meeting(s). As the 
OPA is looking for TCE to provide complete and detailed information to satisfy the OPA it is important that the OPA 
advise TCE of exactly what information is required to satisfy the OPA's needs. 

We remain willing, interested and available to meet prior to Thursday and believe that assembling a smaller group (the 
core business teams from each side: Geoff, John, Deb, and Michael) for an initial discussion is required to meet the 
direction of senior management. Please let us know if the OPA can find a slot for this discussion. 

Best regards, 

John Mikkelsen, P.Eng. 
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Director, Eastern Canada, Power Development 

TransCanada 

Royal Bank Plaza 
ZOO Bay Street 
24th Floor, South Tower 
Toronto, Ontario MSJ ZJ1 

Tel: 416.869.2102 

Fax:416.869.2056 

Cell:416.559.1664 

From: Deborah Langelaan [mailto:Deborah.Langelaan@powerauthority.on.ca] 
Sent: Tuesday, February 15, 2011 2:00 PM 
To: John Mikkelsen 
Subject: RE: TransCanada Cambridge Capex 

John; 

JoAnne indicated to us that it is the negotiating team's objective this week to review and understand_TCE's capital cost 
build-up for Cambridge and understand how the figures presented to us on January 25th were derived. TCE has to 
provide complete and detailed information to satisfy the OPA project review and due diligence process, so that we can 
understand how the CAPEX was built up. The OPA recognizes the urgency on TCE's behalf in scheduling the next 
meeting; however, our schedules are such that Thursday afternoon is the earliest we can meet. We are available to meet 
on Thursday from 2:30 p.m. to 6:00 p.m., if necessary. 

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 1 F: 416.967.19471 deborah.langelaan@powerauthority.on.ca 1 

From: John Mikkelsen [mailto:john_mikkelsen@transcanada.com] 
Sent: February 15, 201111:01 AM 
To: Deborah Langelaan 
Subject: RE: TransCanada Cambridge Capex 

Deborah, 

Thanks for getting back. Based on the discussions between Terry, Brandon and JoAnne on Monday we are to have the 
capital cost issues resolved by Friday for a follow-up meeting with JoAnne next Tuesday. While I appreciate that you 
need to schedule your team's availability, I don't see how we can meet the Friday deliverable if we start on Thursday 
afternoon. We believe this discussion needs to start today, 

Geoff and I are available now through Friday and we can bring in our team members as required (by phone, by 
telepresence or in person). Can you please review at your earliest convenience and let us know if a meeting this 
afternoon is possible? 

Also can you please update us on the status of the blackline to the Implementation Agreement, Schedule A (the 
Technical Requirements), and your capital cost estimate? 

Many thanks, 
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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 MSJ 2J1 

Tel: 416.869.2102 

Fax:416.869.2056 

Cell:416.559.1664 

From: Deborah Langelaan [mailto:Deborah.Langelaan@powerauthority.on.ca] 
Sent: Tuesday, February 15, 2011 10:39 AM 
To: John Mikkelsen 
Subject: RE: TransCanada Cambridge Capex 

John; 

I think it's a good idea that your engineers be at the meeting. OPA attendees will be Michael Killeavy, Safouh Soufi, 
Anshul Mathur, Rocco Sebastiana and me. Based on everyone's schedules the soonest we can meet is Thursday 
afternoon at our prearranged time of 2:30 p.m. 

Deb 

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

From: John Mikkelsen [mailto:john_mikkelsen@transcanada.com] 
Sent: February 14, 2011 5:46 PM 
To: Deborah Langelaan 
Subject: RE: TransCanada Cambridge Capex 

Thank you. · 

I would like to bring our engineering team out to assist with the discussion of the assumptions. Geoff C!nd I are able to 
meet tomorrow but we would need a days notice to get Andy Mather and Larry here. 
We have a telepresence room here which is also an alternative. 

Talk to you tomorrow, 

Regards, 

John Mikkelsen, P. Eng. 
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