
If you have any further questions or would like to discuss, please let me or Rocco know. 

Thanks, 
Elliot 

Elliot Smith 
Associate 

416.862.6435 
416.862.6666 

DIRECT 
FACSIMILE 

esmith@osler.com 

Osler, Hoskin & Harcourt LLP 
Box 5e, 1 First Canadian Place 
Toronto, Ontario, Canada M5X 1B8 

osler.com 

-----Original Message----
.From: Sebastiane, Rocco 
Sent: Tuesday, March e8, 2011 1:22 PM 
To: Smith, Elliot 
Subject: FW: Designation Letter for TCE 

Can you respond to this? I have a meeting out the GTAA all afternoon that I have to leave 
for soon. Thanks, Rocco 

-----Original Message-----
From: Michael Killeavy [mailto:Michael.Killeavy@powerauthority.on.ca] 
Sent: Tuesday, March e8, 2e11 12:35 PM 
To: Sebastiane, Rocco 
Subject: Fw: Designation Letter for TCE 

Can you provide me with some advice on this please? 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
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: JoAnne Butler 
Sent: Tuesday, March 08, 2e11 12:14 PM 
To: Michael Killeavy; Susan Kennedy 
Subject: RE: Designation Letter for TCE 
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I talked to Terry Bennett about this ..•. he says that they had it checked out and didn't feel 
that they were i~ violation. Please confirm that we remain clear that it is a violation and 
I will get back to him again. Thanks •. 

JCB 

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

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

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

-----Original Message----
From: Michael Killeavy 
Sent: Lunes, 07 de Marzo de 2011 03:41 p.m. 
To: Susan Kennedy 
Cc: JoAnne Butler 
Subject: Designation Letter for TCE .•.. 

Susan, 

Please do not send the Designation letter to TCE. They are copying the Ministry on the Alex 
Pourbaix letter, which violates our confidentiality agr.eement. The Ministry is not a party 
to the confidentiality agreement. 

Michael 

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

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

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

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

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

From: 
Sent: 
To: 

Michael Killeavy 
March 8, 2011 2:56 PM 
JoAnne Butler 

Subject: FW: Designation Letter for TCE .... 

JoAnne, 

Here is Osler's advice on whether TCE's attempt to copy the Ministry on the draft letter from 
Alex Pourbaix is offside with the Confidentiality Agreement. In their opinion it is 
offside. 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
120 Adelaide Street West, Suite 1600 
Toronto, Ontario 
MSH 1T1 
416-969-6288 
416-520-9788 (CELL) 
416-967-1947 (FAX) 

-----Original Message-----
From: Smith, Elliot [mailto:ESmith@osler.com] 
Sent: March 8, 2011 2:17 PM 
To: Michael Killeavy 
Cc: Sebastiana, Rocco 
Subject: RE: Designation Letter for TCE ...• 

Michael, 
We have reviewed the draft letter dated March 4, 2011, from Alex Pourbaix to Colin Andersen, 
with copies to the Deputy Minister of Energy and Chief of Staff to the Minister of Energy 
(the "Letter"). Although no attachments were included with the Letter, it is our 
understanding from the second last paragraph of the Letter that the final version will 
contain as attachments (i) an implementation agreement summary and (ii) the draft 
implementation agreement. We have considered the implication of sending this letter in 
connection with the October 8, 2010 Confidentiality Agreement between the OPA and TCE (the 
"CA"). The following is a summary of our analysis. 

It is likely that the attachments to the Letter will contain "Confidential Information", as 
such term is defined in the CA. Specifically, we believe that these attachments will contain 
Mutually Confidential Information, which is defined to include, amongst other things, 
information "related to or part of the financial parameters for any other project or 
potential opportunity being discussed between the Parties". There is also the possibility 
that these attachments will contain the OPA's Confidential Information, if they disclose 
anything that is derived from confidential information provided by the OPA. 

In accordance with the CA, a party is permitted to disclose Confidential Information to their 
Representatives. The Government of Ontario is included as a Representative of the OPA only, 
not of TCE, and as a result this exception would not be applicable to TCE's disclosure of the 
Letter. Consequently, it appears that if TCE transmits the Letter (including its attachments) 

1 



to the Ministry of Energy, this would be a disclosure of Confidential Information by TCE 
contrary to the term of the CA. We believe that if TCE were to send the Letter without the 
attachments to the Ministry, this would be less likely to violate the terms of the CA. 

If you have any further questions or_would like to discuss, please let me or Rocco know. 

Thanks, 
Elliot 

Elliot Smith 
Associate 

416.862.6435 DIRECT 
416.862.6666 FACSIMILE 
esmith@osler.com 

Osler, Hoskin & Harcourt LLP 
Box 50, 1 First Canadian Place 
Toronto, Ontario, Canada M5X 1B8 

osler.com 

-----Original Message----
From: Sebastiana, Rocco 
Sent: Tuesday, March 08, 2011 1:22 PM 
To: Smith, Elliot 
Subject: FW: Designation Letter for TCE 

Can you respond to this? I have a meeting out the GTAA all afternoon that I have to leave 
for soon. Thanks, Rocco 

-----Original Message-----
From: Michael Killeavy [mailto:Michael.Killeavy@powerauthority.on.ca] 
Sent: Tuesday, March 08, 2011 12:35 PM 
To: Sebastiana, Rocco 
Subject: Fw: Designation Letter for TCE 

Can you provide me with some advice on this please? 

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

Original Message 
From: JoAnne Butler 
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Sent: Tuesday, March 08, 2011 12:14 PM 
To: Michael Killeavy; Susan Kennedy 
Subject: RE: Designation Letter for TCE 

I talked to Terry Bennett about this .•.. he says that they had it checked out and didn't feel 
that they were in violation. Please confirm that we\ remain clear that it is a violation and 
I will get back to him again. Thanks .. 

JCB 

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

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

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

-----Original Message----
From: Michael Killeavy 
Sent: Lunes, 07 de Marzo de 2011 03:41 p.m. 
To: Susan Kennedy 
Cc: JoAnne Butler 
Subject: Designation Letter for TCE .... 

susan, 

Please do not send the Designation Letter to TCE. They are .copying the Ministry on the Alex 
Pourbaix letter, which violates our confidentiality agreement. The Ministry is not a party 
to the confidentiality agreement. 

Michael 

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

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

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

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

From: 
Sent: 
To: 

Deborah Lange/aan 
March 8, 2011 3:16PM 
'Sebastiane, Rocco' 

Cc: 
Subject: 

Michael Kil/eavy; 'Smith, Elliot' 
RE: Designation Letter f~r TCE .... 

Rocco; 

Are you okay if I suggest to John Cashin to speak directly with you about this? 

Deb 

Deborah Langelaan I Manager, ·Natural Gas ProjectsiOPA I Suite 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: Michael Killeavy 
Sent: March 8, 2011 2:52 PM 
To: Smith, Elliot 
Cc: Sebastiane, Rocco; Deborah Langelaan 
Subject: RE: Designation Letter for TCE 

Thank you. This is helpful. 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
120 Adelaide Street West, Suite 1600 
Toronto, Ontario 
M5H 1Tl 
416-969-6288 
416-520-9788 (CELL) 
416-967-1947 (FAX) 

--"--Original Message-----
From: Smith, Elliot [mailto:ESmith@osler.com] 
Sent: March 8, 2011 2:17 PM 
To: Michael Killeavy 
Cc: Sebastiane, Rocco 
Subject: RE: Designation Letter for TCE .... 

Michael, 
We have reviewed the draft letter dated March 4, 2011, from Alex Pourbaix to Colin Andersen, 
with copies to the Deputy Minister of Energy and Chief of Staff to the Minister of Energy 
(the "Letter"). Although no attachments were included with the Letter, it is our 
understanding from the second last paragraph of the Letter that the final version will 
contain as attachments (i) an implementation agreement summary and (ii) the draft 
implementation agreement. We have considered the implication of sending this letter in 
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connection with the October 8, 2010 Confidentiality Agreement between the OPA and TCE (the 
"CA"). The following is a summary of our analysis. 

It is likely that the attachments to the Letter will contain "Confidential Information", as 
such term is defined in the CA. Specifically, we believe that these attachments will contain 
Mutually Confidential Information, which is defined to include, amongst other things, 
information."related to or part of the financial parameters for any other project or 
potential opportunity being discussed between the Parties". There is also the possibility 
that these attachments will contain the OPA's Confidential Information, if they disclose 
anything that is derived from confidential information provided by the OPA. 

In accordance with the CA, a party is permitted to disclose Confidential Information to their 
Representatives. The Government of Ontario is included as a Repres~ntative of the OPA only, 
not of TCE, and as a result this exception would not be applicable to TCE's disclosure of the 
Letter. Consequently, it appears that if TCE transmits the Letter (including its attachments) 
to the Ministry of Energy, this would be a disclosure of Confidential Information by TCE 
contrary to the term of the CA. We believe that if TCE were to send the Letter without the 
attachments to the Ministry, this would be less likely to violate the terms of the CA. 

If you have any further questions or would like to discuss, please let me or Rocco know. 

Thanks, 
Elliot 

Elliot Smith 
Associate 

416.862.6435 
416.862.6666 

DIRECT 
FACSIMILE . 

esmith@osler.com 

Osler, Hoskin & Harcourt LLP 
Box 50, 1 First Canadian Place 
Toronto, Ontario, Canada M5X 1B8 

osler.com 

-----Original Message----
From: Sebastiana, Rocco 
Sent: Tuesday, March 08, 2011 1:22 PM 
To: Smith, Elliot 
Subject: FW: Designation Letter for TCE 

Can you respond to this? I have a meeting out the GTAA all afternoon that I have to leave 
for soon. Thanks, Rocco 

-----Original Message-----
From: Michael Killeavy [mailto:Michael.Killeavy@powerauthority.on.ca] 
Sent: Tuesday, March 08, 2011 12:35 PM 
To: Sebastiana, Rocco 
Subject: Fw: Designation Letter for TCE 

Can you provide me with some advice on this please? 
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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: JoAnne Butler 
Sent: Tuesday, March 08, 2011 12:14 PM 
To:. Michael Killeavy; Susan Kennedy . 
Subject: RE: Designation Letter for TCE 

I talked to Terry Bennett about this ..•. he says that they had it checked out and didn't feel 
that they were in violation. Please confirm that we remain clear that it is a violation and 
I will get back to him again. Thanks .. 

JCB 

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

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

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

-----Original Message----
From: Michael Killeavy 
Sent: Lunes, 07 de Marzo de 2011 03:41 p.m. 
To: Susan Kennedy 
Cc: JoAnne Butler 
Subject: Designation Letter for TCE ..•. 

Susan, 

Please do not send the Designation Letter to TCE. They are copying the Ministry on the Alex 
Pourbaix letter, which violates our confidentiality agreement. The Ministry is not a party 
to the confidentiality agreement. 

Michael 

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 

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

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: 

Smith, Elliot (ESmith@osler.com] 
March 8, 201.1 3:22PM 

To: 
Cc: 

Deborah Langelaan; Sebastiana, Rocco 
Michael Killealiy 

Subject: RE: Designation Letter for TCE .... 

I believe Rocco's caught up in. a meeting for the balance of the afternoon. If it's lllore 
convenient, I can speak with John directly. 

Elliot 

-----Original Message-----
From: Deborah Langelaan [mailto:Deborah.Langelaan@powerauthority.on.ca] 
Sent: Tuesday, March 08, 2011 3:16 PM 
To: Sebastiana, Rocco 
Cc: Michael Killeavy; Smith, Elliot 
Subject: RE: Designation Letter for TCE .... 

Rocco; 

Are you okay if I suggest to John Cashin to speak directly with you about this? 

Deb 

Deborah Langelaan I Manager, Natural Gas ProjectsiOPA I Suite 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: March 8, 2011 2:52 PM 
To: Smith, Elliot 
Cc: Sebastiana, Rocco; Deborah Langelaan 
Subject: RE: Designation Letter for TCE .... 

Thank you. This is helpful. 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
120 Adelaide Street West, Suite 1660 
Toronto, Ontario 
M5H 1T1 
416-969-6288 
416-520-9788 (CELL) 
416-967-1947 (FAX) 

-----Original Message-----
From: Smith, Elliot [mailto:ESmith@osler.com] 
Sent: March 8, 2011 2:17 PM 
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To: Michael Killeavy 
Cc: Sebastiana, Rocco 
Subject: RE: Designation Letter for TCE .... 

Michael, 
We have reviewed the draft letter dated March 4, 2011, from Alex Pourbaix to Colin Andersen, 
with copies to the Deputy Minister of Energy and Chief of Staff to the Minister of Energy 
(the "Letter"). Although no attachments were fncluded with the Letter, it is our 
understanding from the second last paragraph of the Letter that the final version will 
contain as attachments (i) an implementation agreement summary and (ii) the draft 
implementation agreement. We have considered the implication of sending this letter in 
connection with the October 8, 2010 Confidentiality Agreement between the OPA and TCE (the 
"CA"). The following is a summary of our analysis. 

It is likely that the attachments to the Letter will contain "Confidential Information", as 
such term is defined in the CA. Specifically, we believe that these attachments will contain 
Mutually Confidential Information, which is defined to include, amongst other things, 
information "related to or part of the financial parameters for any other project or 
potential opportunity be.ing· discussed .between the Parties". There is also the possibility 
that these attachments will contain the OPA's Confidential Information, if they disclose 
anything that is derived from confidential information provided by the OPA. 

In accordance with the CA, a party is permitted to disclose Confidential Information to their 
Representatives. The Government of Ontario is included as a Representative of the OPA only, 
not of TCE, and as a result this exception would not be applicable to TCE's disclosure of the 
Letter. Consequently, it appears that if TCE transmits the Letter (including its attachments) 
to the Ministry of Energy, this would be a disclosure of Confidential Information by TCE 
contrary to the term of the CA. We believe that if TCE were to send the Letter without the 
attachments to the Ministry, this would be less likely to violate the terms of the CA. 

If you have any further questions or would like to discuss, please let me or Rocco know. 

Thanks, 
Elliot 

Elliot Smith 
Associate 

416.862.6435 DIRECT 
416.862.6666 FACSIMILE 
esmith@osler.com 

Osler, Hoskin & Harcourt LLP 
Box 50, 1 First Canadian Place 
Toronto, Ontario, Canada MSX 1B8 

osler.com 

-----Original Message----
From: Sebastiana, Rocco 
Sent: Tuesday, March 08, 2011 1:22 PM 
To: Smith, Elliot 
Subject: FW: Designation Letter for TCE 
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Can you respond to this? I have a meeting out the GTAA all afternoon that I have to leave 
for soon. Thanks, Rocco 

-----Original Message-----
From: Michael Killeavy [mailto:Michael.Killeavy@powerauthority.on.ca] 
Sent: Tuesday, March 08, 2011 12:35 PM 
To: Sebastiana, Rocco 
Subject: Fw: Designation Letter for TCE 

Can you provide me with some advice on this please? 

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

Original Message ----
From: JoAnne Butler 
Sent: Tuesday, March 08, 2011 12:14 PM 
To: Michael Killeavy; Susan Kennedy 
Subject: RE: Designation Letter for TCE 

I talked to Terry Bennett about this .••. he says that they had it checked out and didn't feel 
that they were in violation. Please confirm that we remain clear that it is a violation and 
I will get back to him again. Thanks .. 

JCB 

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

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

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

-----Original Message----
From: Michael Killeavy 
Sent: Lunes, 07 de Marzo de 2011 03:41 p.m. 
To: susan Kennedy 
cc: JoAnne Butler 
Subject: Designation Letter for TCE .... 

susan, 
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Please do not send the Designation Letter to TCE. They are copying the Ministry on the Alex 
Pourbaix letter, which violates our confidentiality agreement. The Ministry is not a party 
to the confidentiality agreement. 

Michael 

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

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

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

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

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

From: 
Sent: 
To: 

JoAnne Butler 
March 8, 2011 3:22 PM 
Michael Killeavy 

Subject: RE: Designation Letter for TCE .... 

Yes, certainly offside if they send the attachments ... a little less violation if they just 
send the letter .... ! will convey this to Terry ..• 

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

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

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

-----Original Message----
From: Michael Killeavy 
Sent: Martes, 08 de Marzo de 2011 02:56 p.m. 
To: JoAnne Butler 
Subject: FW: Designation Letter for TCE 

JoAnne, 

Here is Osler's advice on whether TCE's attempt to copy the Ministry on the draft letter from 
Alex Pourbaix is offside with the Confidentiality Agreement. In their opinion it is 
offside. 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
ontario Power Authority 
120 Adelaide Street West, Suite 1600 
Toronto, Ontario 
M5H 1T1 
416-969-6288 
416-520-9788 (CELL) 
416-967-1947 (FAX) 

-----Original Message-----
From: Smith, Elliot [mailto:ESmith@osler.com] 
Sent: March 8, 2011 2:17 PM 
To: Michael Killeavy 
Cc: Sebastiana, Rocco 
Subject: RE: Designation Letter for TCE ...• 
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Michael, 
We have reviewed the draft letter dated March 4, 2011, from Alex Pourbaix to Colin Andersen, 
with copies to the Deputy Minister of Energy and Chief of Staff to the Minister of Energy 
(the "Letter"). Although no attachments were included with the Letter, i:t is our 
understanding from the second last paragraph of the Letter that the final version will 
contain as attachments (i) an implementation agreement summary and (ii) the draft 
implementation agreement. We have considered the implication of sending this letter in 
connection with the October 8, 2010 Confidentiality Agreement between the OPA and TCE (the 
"CA"). The following is a summary of our analysis. 

It is likely that the attachments to the Letter will contain "Confidential Information", as 
such term is defined in the CA. Specifically, we believe that these attachments will contain 
Mutually Confidential Information, which is defined to include, amongst other things, 
information "related to or part of the financial parameters for any other project or 
potential opportunity being discussed between the Parties". There is also the possibility 
that these attachments will contain the OPA's Confidential Information, if they disclose 
anything that is derived from confidential information provided by the OPA. 

In accordance with the CA, a party is permitted to disclose Confidential Information to their 
Representatives. The Government of Ontario is included as a Representative of the OPA only, 
not of TCE, and as a result this exception would not be applicable to TCE's disclosure of the 
Letter. Consequently, it appears that if TCE transmits the Letter (including its attachments) 
to t~e Ministry of Energy, this would be a disclosure of Confidential Information by TCE 
contrary to the term of the CA. We believe that if TCE were to send the Letter without the 
attachments to the Ministry, this would be less likely to violate the terms of the CA. 

If you have any further questions or would like to discuss, please let me or Rocco know. 

Thanks, 
Elliot 

Elliot Smith 
Associate 

416.862.6435 
416.862.6666 

DIRECT 
FACSIMILE 

esmith@osler.com 

Osler, Hoskin & Harcourt LLP 
Box 50, 1 First Canadian Place 
Toronto, Ontario, Canada MSX 1B8 

osler.com 

-----Original Message----
From: Sebastiane, Rocco 
Sent: Tuesday, March 08, 2011 1:22 PM 
To: Smith, Elliot 
Subject: FW: Designation Letter for TCE 

Can you respond to this? I have a meeting out the GTAA all afternoon that I have to leave 
for soon.· Thanks, Rocco 

-----Original Message-----
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From: Michael Killeavy [mailto:Michael.Killeavy@powerauthority.on.ca] 
Sent: Tuesday, March 08, 2011 12:35 PM 
To: Sebastiane, Rocco 
Subject: Fw: Designation Letter for TCE 

Can you provide me with some advice on this please? 

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

Original Message ----
From: JoAnne Butler 
Sent: Tuesday, March 08, 2011 12:14 PM 
To: Michael Killeavy; Susan Kennedy 
Subject: RE: Designation Letter for TCE 

I talked to Terry Bennett about this •... he says that they had it checked out and didn't feel 
that they were in violation. Please confirm that. we remain clear that it is a violation and 
I will get back to him again. Thanks .. 

JCB 

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

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

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

-----Original Message----
From: Michael Killeavy 
Sent: Lunes, 07 de Marzo de 2011 03:41 p.m. 
To: Susan Kennedy 
Cc: JoAnne Butler 
Subject: Designation Letter for TCE .... 

Susan, 

Please do not send the Designation Letter to TCE. They are copying the Ministry on the Alex 
Pourbaix letter, which violates our confidentiality agreement. The Ministry is not a party 
to the confidentiality agreement. 
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Michael 

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

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

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

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

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

From: 
Sent: 

Deborah Langelaan 
March 8, 2011 3:22 PM 

To: 
Cc: 

'Smith, Elliot'; 'Sebastiana, Rocco' 
Michael Killeavy 

Subject: RE: Designation Letter for TCE .... 

Okay, I will let John know. 

Deb 

-----Original Message-----
From: Smith, Elliot [mailto:ESmith@osler.com] 
Sent: March 8, 2011 3:22 PM 
To: Deborah Langelaan; Sebastiane, Rocco 
Cc: Michael Killeavy 
Subject: RE: Designation letter for TCE .... 

I believe Rocco's caught up in a meeting for the balance of the afternoon .. If it's more 
convenient, I can speak with John directly. 

Elliot 

-----Original Message-----
From: Deborah Langelaan [mailto:Deborah.langelaan@powerauthority.on.ca] 
Sent: Tuesday, March 08, 2011 3:16 PM 
To: Sebastiane, Rocco 
Cc: Michael Killeavy; Smith, Elliot 
Subject: RE: Designation Letter for TCE •..• 

Rocco; 

Are you okay if I suggest to John Cashin to speak directly with you about this? 

Deb 

Deborah Langelaan I Manager, Natural Gas ProjectsiOPA I Suite 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 I 

-----Original Message----
From: Michael Killeavy 
Sent: March 8, 2011 2:52 PM 
To: Smith, Elliot 
Cc: Sebastiana, Rocco; Deborah Langelaan 
Subject: RE: Designation letter for TCE 

Thank you. This is helpful. 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
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120 Adelaide Street West, Suite 1600 
Toronto, Ontario 
MSH 1T1 
416-969-6288 
416-520-9788 (CELL) 
416-967-1947 (FAX) 

-----Original Message-----
From: Smith, Elliot [mailto:ESmith@osler.com] 
Sent: March 8, 2011 2:17 PM 
To: Michael Killeavy 
Cc: Sebastiana, Rocco 
Subject: RE: Designation Letter for TCE 

Michael, 
We have reviewed the draft letter dated March 4, 2011, from Alex Pourbaix to Colin Andersen, 
with copies to the Deputy Minister of Energy and Chief of Staff to the Minister of Energy 
(the "Letter"). Although no attachments were included with the Letter, it is our 
understanding from the second last paragraph of the Letter that the final version will 
contain as attachments (i) an implementation agreement summary and (ii) the draft 
implementation agreement. We have considered the implication of sending this letter in 
connection with the October 8, 2010 Confidentiality Agreement between the OPA and TCE (the 
"CA"). The following is a summary of our analysis. 

It is likely that the attachments to the Letter will contain "Confidential Information", as 
such term is defined in the CA. Specifically, we believe that these .attachments will contain 
Mutually Confidential Information, which is defined to include, amongst other things, 
information "related to or part of the financial parameters for any other project or 
potential opportunity being discussed between the Parties". There'is also the possibility 
that these attachments will contain the OPA's Confidential Information, if they disclose 
anything that is derived from confidential information provided by the OPA. 

In accordance with the CA, a party is permitted to disclose Confidential Information to their 
Representatives. The Government of Ontario is included as a Representative of the OPA only, 
not of TCE, and as a result this exception would not be applicable to TCE's disclosure of the 
Letter. Consequently, it appears that if TCE transmits the Letter (including its attachments) 
to the Ministry of Energy, this would be a disclosure of Confidential Information by TCE 
contrary to the term of the CA. We believe that if TCE were to send the Letter without the 
attachments to the Ministry, this would be less likely to violate the terms of the CA. 

If you have any further questions or would like to discuss, please let me or Rocco know. 

Thanks, 
Elliot 

Elliot Smith 
Associate 

416.862.6435 DIRECT 
416.862.6666 FACSIMILE 
esmith@osler.com 

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

2 



Toronto, Ontario, Canada MSX 1B8 

osler.com 

-----Original Message----
From: Sebastiane, Rocco 
sent: Tuesday, March 08, 2011 1:22 PM 
To: Smith, Elliot 
Subject: FW: Designation Letter for TCE 

Can you respond to this? I have a. meeting'out the GTAA all afternoon that I have to leave 
for soon. Thanks, Rocco 

-----Original Message-----
From: Michael Killeavy [mailto:Michael.Killeavy@powerauthority.on.ca] 
Sent: Tuesday, March 08, 2011 12:35 PM 
To: Sebastiana, Rocco 
Subject: Fw: Designation Letter for TCE 

can you provide me with some advice on this please? 

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

Original Message ----
From: JoAnne Butler 
sent: Tuesday, March 08, 2011 12:14 PM 
To: Michael Killeavy; Susan Kennedy 
Subject: RE: Designation Letter. for TCE 

I talked to Terry Bennett about this ..•. he says that they had it checked out and didn't feel 
that they were in violation. Please confirm that we remain clear that it is a violation and 
I will·get back to him again. Thanks .• 

JCB 

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

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

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

-----original Message----
From: Michael Killeavy 
Sent: Lunes, 07 de Marzo de 2011 03:41 p.m. 
To: Susan Kennedy 
Cc: JoAnne Butler 
Subject: Designation Letter for TCE .... 

Susan, 

Please do not send the Designation Letter to TCE. They are copying the Ministry on the Alex 
Pourbaix letter, which violates our confidentiality agreement. The Ministry is not a party . 
to the confidentiality agreement. 

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 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: 
Subject: 
Attachments: 

JoAnne and Michael; 

Deborah Langelaan 
March 8, 2011 3:30 PM 
JoAnne Butler; Michael Killeavy 
Revised OGS Presentation 
OGS_BOD_CM_20110316.ppt 

Revised presentation incorporating John Zych's comments. Please provide me with your comments. 

Deb 
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Winding Up of the Oakville 

Generating Station (OGS) Contract 

Board of Directors 

2!f'~. 

March 16,2011 ·· 

Privileged and Confidential - Prepared in Contemplation of Litigation 



Summary 

• Negotiations are continuing albeit slowly 

• Targeting end of May to conclude contract negotiations · 

• Primary areas of concern are: 
- Ministry of Energy Directive 

- Site Location 

- Contract Price 
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OGS Update (for information purposes only) ·.··.· .. · ·. · .· 

• OPA/TCE negotiating team met once since February's Board update. 
• OPA awaiting response from the Ministry of Energy on the drafting 

of the Directive · 
• February 28th Mitsubishi Power Systems (MPS) provided its fixed 

price proposal to TCE for: . ·. 
- Fast-start Gas Turbine (GT) option 
- Scope of work for the conversion from combined-cycle to simple 

cycle 
- Delay/suspension costs 

• MPS cost increased by -10% (US $33MM to $36MM) 
• March 1st OPA received TCE's Potential Project Pricing and Terms 

Proposal 
- commercial parameters for the proposed peaking plant along 

with proposed revisions to the peaking contract 
• March 6th OPA received draft letter from Alex Pourbaix, President 

TCE requesting approval of the Cambridge project under their . 
proposed terms 

3 Privileged and Confidential - Prepared in Contemplation of Litigation !?!!'JI!Im!t 



TCE Potential Project Pricing and Terms Proposal 

• TCE provided OPA with its estimated costs for the 
peaking plant along with a list of suggested changes to 
the peaking Contract 

• TCE's position is they require a $16,900/MW-month Net 
Revenue Requirement (NRR) which is slightly lower than 
the $17, 277/MW-month NRR for OGS 

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

• OPA has requested more information from TCE to 
understand how it arrived at its NRR 
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TCE Potential Project Pricing and Terms Proposal 

• OPA has retained NERA Economic Consulting as its 
Financial Consultant 

• OPA performing sensitivity analysis to develop matrix of 
NRR's based on various assumptions for discount rate, 
capital costs, operating & maintenance costs, contract · .. · 
term, etc. 

• OPA continuing its due diligence on commercial 
parameters and contract changes 
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Next Steps 

• Continue discussions with TCE to achieve the following: 
- An understanding of TCE's commercial position 

- Finalize technical design requirements 

- Siting of replacement facility 

- Negotiation and execution of Implementation Agreement 

- TCE plan for handling First Nations issues 

• Inform Minister's Office/Premier's Office and get buy in 
to disclose and move forward 

• OPA to provide TCE with counter offer before end of 
March 
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Aleksandar Kojic 

From: Smith, Elliot [ESmith@osler.com] 
Sent: . "March 8, 2011 3:57 PM 
To: 
Cc: 

Deborah Langelaan; Sebastiana, Rocco 
Michael Killeavy 

Subject: RE: Designation Letter for TCE .... 

I just got off a short call with John. It seems he was aware of the "Mutually Confidential 
Information" issue, but wanted to confirm our understanding of it. I got the impression that 
he was going to review the proposed letter and attachments and redact anything that would go 
into Exhibit B of a replacement contract before sending it to the Ministry. I cautioned that 
the definition of Mutually Confidential Information was fairly broad, and that there may also 
be OPA confidential Information contained in the letter. I suggested that he might be better 
off sending the Ministry only the letter without the attachments, but that did not appear to 
resonate with him. 

Elliot 

-----Original Message-----
From: Deborah Langelaan [mailto:Deborah.Langelaan@powerauthority.on.ca] 
sent: Tuesday, March e8, 2e11 3:16 PM 
To: Sebastiana, Rocco 
Cc: Michael Killeavy; Smith, Elliot 
Subject: RE: Designation Letter for TCE 

Rocco; 

Are you okay if I suggest to John Cashin to speak directly with you about this? 

Deb 

Deborah Langelaan I Manager, Natural Gas ProjectsiOPA I Suite 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: March 8, 2e11 2:52 PM 
To: Smith, Elliot 
cc: Sebastiana, Rocco; Deborah Langelaan 
Subject: RE: Designation Letter for TCE 

Thank you. This is helpful. 

Michael.Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
12e Adelaide Street West, Suite 16ee 
Toronto, Ontario 
MSH 1T1 
416-969~6288 
416-S2e-9788 (CELL) 
416-967-1947 (FAX) 
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-----Original Message-----
From: Smith, Elliot [mailto:ESmith@osler.com] 
Sent: March 8, 2011 2:17 PM 
To: Michael Killeavy 
Cc: Sebastiana, Rocco 
Subject: RE: Designation Letter for TCE •... 

Michael, 
We have reviewed the draft letter dated March 4, 2011, from Alex Pourbaix to Colin Andersen, 
with copies to the Deputy Minister of Energy and Chief of Staff to the Minister of Energy 
(the "Letter"). Although no attachments were included with the Letter, it is our 
understanding from the second last paragraph of the Letter that the final version will 
contain as attachments (i) an implementation agreement summary and (ii) the draft 
implementation agreement. We have considered the implication of sending this letter in 
connection with the October 8, 2010 Confidentiality Agreement between the OPA and TCE (the 
"CA"). The following is a summary of our analysis. 

It is likely that the attachments to the Letter will contain "Confidential Information", as 
such term is defined in the CA. Specifically, we believe that these attachments will contain 
Mutually Confidential Information, which is defined to include, amongst other things, 
information "related to or part of the financial parameters for any other project or 
potential opportunity being discussed between the Parties". There is also the possibility 
that these attachments will contain the OPA's Confidential Information, if they disclose 
anything that is derived from confidential information provided by the OPA. 

In accordance with the CA, a party is permitted to disclose Confidential Information to their 
Representatives. The Government of Ontario is included as a Representative of the OPA only, 
not of TCE, and as a result this exception would not be.applicable to TCE's disclosure of the 
Letter. Consequently, it appears that if TCE transmits the Letter (including its attachments) 
to the Ministry of Energy, this would be a disclosure of Confidential Information by TCE 
contrary to the term of the CA. We believe that if TCE were to send the Letter without the 
attachments to the Ministry, this would be less likely to violate the terms of the CA. 

If you have any further questions or would like to discuss, please let me or Rocco know. 

Thanks, 
Elliot 

Elliot Smith 
Associate 

416.862.6435 
416.862.6666 

DIRECT 
FACSIMILE 

esmith@osler.com 

Osler, Hoskin & Harcourt LLP 
Box 50, 1 First Canadian Place 
Toronto, Ontario, Canada MSX 1B8 

osler.com 
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-----Original Message----
From: Sebastiana, Rocco 
Sent: Tuesday, March 08, 2011 1:22 PM 
To: Smith, Elliot 
Subject: FW: Designation Letter for TCE 

Can you respond to this? I have a meeting out the GTAA all afternoon that I have to leave 
for.soon. Thanks, Rocco 

-----Original Message-----
From: Michael Killeavy [mailto:Michael.Killeavy@powerauthority.on.ca] 
Sent: Tuesday, March 08, 2011 12:35 PM 
To: Sebastiana, Rocco 
Subject: Fw: Designation Letter for TCE 

Can you provide me with some advice on this please? 

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

Original Message ----
From: JoAnne Butler 
Sent: Tuesday, March 08, 2011 12:14 PM 
To: Michael Killeavy; Susan Kennedy 
Subject: RE: Designation Letter for TCE 

I talked to Terry Bennett about this .... he says that they had it checked out and didn't feel 
that they were in violation. Please confirm that we remain clear that it is a violation and 
I will get back to him again. Thanks .. 

JCB 

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

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

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

-----Original Message----
From: Michael Killeavy 
Sent: Lunes, 07 de Marzo de 2011 03:41 p.m. 
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To: Susan Kennedy 
Cc: JoAnne Butler. 
Subject: Designation Letter for TCE .•.. 

Susan, 

Please do not send the Designation Letter to TCE. They are copying the Ministry on the Alex 
Pourbaix letter, which violates our confidentiality agreement .. The Ministry is not a party 
to the confidentiality agreement. 

Michael 

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

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

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

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

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

From: Deborah Langelaan 
March 8, 2011 4:06 PM Sent:· 

To: 'Smith, Elliot'; 'Sebastiane, Rocco' 
Cc: 
Subject: 

JoAnne Butler; Michael Killeavy; Susan Kennedy 
RE: Designation Letter for TCE .... 

What do you propose our next steps should be? Do we wait and see how they handle the issue 
and then deal with it or should we be pre-emptive and send them a cautionary letter? In 
light of this is it even necessary to provide TCE with the designation letter they were 
seeking? 

Deb 

-----Original Message-----
From: Smith, Elliot [mailto:ESmith@osler.com] 
Sent: March 8, 2011 3:57 PM 
To: Deborah Langelaan; Sebastiane, Rocco 
Cc: Michael Killeavy 
Subject: RE: Designation Letter for TCE .... 

I just got off a short call with John. It seems he was aware of the "Mutually Confidential 
Information" issue, but wanted to confirm our understanding of it. I got the impression that 
he was going to review the proposed letter and attachments and redact anything that would go 
into Exhibit B of a replacement contract before sending it to the Ministry. I cautioned that 
the definition of Mutually Confidential Information was fairly broad, and that there may also 
be OPA Confidential Information contained in the letter. I suggested that he 'might be better 
off s·ending the Ministry only the letter without the attachments, but that did not appear to 
resonate with him. 

Elliot 

-----Original Message-----
From: Deborah Langelaan [mailto:Deborah.Langelaan@powerauthority.on.ca] 
Sent: Tuesday, March 08, 2011 3:16 PM 
To: Sebastiane, Rocco 
Cc: Michael Killeavy; Smith, Elliot 
Subject: RE: Designation Letter for TCE 

Rocco; 

Are you okay if I suggest to John Cashin to speak directly with you about this? 

Deb 

Deborah Langelaan I Manager, Natural Gas ProjectsiOPA I Suite 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: Michael Killeavy 
Sent: March 8, 2011 2:52 PM 
To: Smith, Elliot 
Cc: Sebastiane, Rocco; Deborah Langelaan 

1 



Subject: RE: Designation Letter for TCE 

Thank you. This is helpful. 

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: Smith, Elliot [mailto:ESmith@osler.com] 
Sent: March 8, 2011 2:17 PM 
To: Michael Killeavy 
Cc: Sebastiana, Rocco 
Subject: RE: Designation Letter for TCE .... 

Michael, 
We have reviewed the draft letter dated March 4, 2011, from Alex Pourbaix to Colin Andersen, 
with copies to the Deputy Minister of Energy and Chief of Staff to the Minister of Energy 
(the "Letter"). Although no attachments were included with the Letter, it is our 
understanding from the second last paragraph of the Letter that the final version will 
contain as attachments (i) an implementation agreement summary and (ii) the draft 
implementation agreement. We have considered the implication of sending this letter in 
connection with the October 8, 2010 Confidentiality Agreement between the OPA and TCE (the 
"CA"). The following is a summary of our analysis. 

It is likely that the attachments to the Letter will contain "Confidential Information", as 
such term is defined in the.CA. Specifically, we believe that these attachments will contain 
Mutually Confidential Information, which is defined to include, amongst other things, 
information "related to or part of the financial parameters for any other project or 
potential opportunity being discussed between the Parties". There is also the possibility 
that these attachments will contain the OPA's Confidential Information, if they disclose 
anything that is derived from confidential information provided by the OPA. 

In accordance with the CA, a party is permitted to disclose Confidential Information to their 
Representatives .. The Government of Ontario is included as a Representative of the OPA only, 
not of TCE, and as a result this exception would not be applicable to TCE's disclosure of the 
Letter. Consequently, it appears that if TCE transmits the Letter (including its attachments) 
to the Ministry of Energy, this would be a disclosure of Confidential Information by TCE 
contrary to the term of the CA. We believe that if TCE were to send the Letter without the 
attachments to the Ministry, this would be less likely to violate the terms of the CA. 

If you have any further questions or would like to discuss, please let me or Rocco know. 

Thanks, 
Elliot 
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Elliot Smith 
Associate 

416.862.6435 DIRECT 
416.862.6666 FACSIMILE 
esmith@osler.com 

Osler, Hoskin & Harcourt LLP 
Box 50, 1 First Canadian Place 
Toronto, Ontario, Canada MSX 1B8 

osler.com 

-----Original Message----
From: Sebastiane, Rocco 
Sent: Tuesday, March 08, 2011 1:22 PM 
To: Smith, Elliot 
Subject: FW: Designation Letter for TCE 

Can you respond to this? I have a meeting out the GTAA all afternoon that I have to leave 
for soon. Thanks, Rocco 

-----Original Message-----
From: Michael Killeavy [mailto:Michael.Killeavy@powerauthority.on.ca] 
Sent: Tuesday, March 08, 2011 12:35 PM 
To: Sebastiane, Rocco 
Subject: Fw: Designation Letter for TCE 

Can you provide me with some advice on this please? 

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

Original Message ----
From: JoAnne Butler 
Sent: Tuesday, March 08, 2011 12:14 PM 
To: Michael Killeavy; Susan Kennedy 
Subject: RE: Designation Letter for TCE 

I talked to Terry Bennett about this .... he says that they had it checked out and didn't feel 
that they were in violation. Please confirm that we remain clear that it is a violation and 
I will get back to him again. Thanks .. 

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

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

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

-----Original Message----
From: Michael Killeavy 
Sent: Lunes, 07 de Marzo de 2011 03:41 p.m. 
To: Susan Kennedy 
Cc: JoAnne Butler 
Subject: Designation Letter for TCE 

Susan, 

Please do not send the Designation Letter to TCE. They are copying the Ministry on the Alex 
Pourbaix letter, which violates our confidentiality agreement. The Ministry is not a party 
to the confidentiality agreement. 

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 is privileged, confidential and subject to copyright. Any unauthorized 
use or disclosure is prohibited. 

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

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

From: JoAnne Butler 
Sent: 
To: 
Subject: 
Attachments: 

March 8, 2011· 6:56 PM 
DeborahLangelaan; Michael Killeavy 
RE: Revised OGS Presentation 
OGS_BOD_CM~20110316.ppt 

I have taken a stab at the first slide. Let's discuss tomorrow ... 

JCB 

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

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

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

From: Deborah Langelaan 
Sent: Martes, 08 de Ma17o de 2011 03:30p.m. 
To: JoAnne Butler; Michael Killeavy 
Subject: Revised OGS Presentation 

JoAnne and Michael; 

Revised presentation incorporating John Zych's comments. Please provide me with your comments. 

Deb 

1 



Winding Up of the Oakville 

Generating Station { OGS} Contract 

Board of Directors 

March 16, 2011· 

Privileged and Confidential - Prepared in Contemplation of Litigation 



Summary 

• TCE has submitted proposal. 

• Significant due diligence has been completed on this 
project. We are evaluating their proposal with our 
external legal, financial and technical counsels, and will 

. be preparing a counter offer. 

• Targeting end of March to determine if we will continue 
to negotiate to agreement or move to potential.litigation. 

• Primary areas of concern continue to be timing of 
Directive and site location. 

2 Privileged and Confidential - Prepared in Contemplation of Litigation ONTARIOf, 
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OGS Update (for information purposes only) · 

• OPA/TCE negotiating team met once since February's Board update 
• OPA awaiting response from the Ministry of Energy on the drafting 

of the Directive 
• February 28th Mitsubishi Power Systems (MPS) provided its fixed 

price proposal to TCE for: 
- Fast-start Gas Turbine (GT) option 
- Scope of work for the conversion from combined-cycle to simple 

cycle 
- Delay/suspension costs. 

• MPS cost increased by -10% (US $33MM to $36MM) 
• March 1st OPA received TCE's Potential Project Pricing and Terms 

Proposal 
- commercial parameters for the proposed peaking plant c,tlong 

with proposed revisions to the peaking contract 
• March 5th OPA received draft letter from Alex Pourbaix, President 

TCE requesting approval of the Cambridge project under their 
proposed terms · 

3 Privileged and Confidential - Prepared in Contemplation of Litigation ONTARIO·tl. 
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· TCE Potential Project Pricing and Terms Proposal 

• TCE provided OPA with its estimated costs for the 
peaking plant along with a list of suggested changes to 
the peaking Contract 

• TCE's position is they require a $16,900/MW-month Net 
Revenue Requirement (NRR) which is slightly lower than 
the $17, 277/MW-month NRR for OGS 

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

• OPA has requested more information from TCE to 
understand how it arrived at its NRR 

4 
Privileged and Confidential - Prepared in Contemplation of Litigation ,ONTARIO~ 

POWERAUTHORITY lf 



TCE Potential Project Pricing and Terms Propesal 

• OPA has retained NERA Economic Consulting as its 
Financial Consultant 

• OPA performing sensitivity analysis to develop matrix of 
NRR's based on various assumptions for discount rate, 
capital costs, operating & maintenance costs, contract 
term, etc. 

• OPA continuing its due diligence on commercial 
parameters and contract changes 
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Next Steps 

• Continue discussions with TCE to achieve the following: 
- An understanding of TCE's commercial position 

- Finalize technical design requirements 

- Siting of replacement facility 

- Negotiation and execution of Implementation Agreement 

- TCE plan for handling First Nations issues 

• Inform Minister's Office/Premier's Office and get buy in 
to disclose and move forward 

• OPA to provide TCE with counter offer before end of 
March 
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Aleksandar Kojic 

From: 
Sent: 

I 
Smith, Elliot [ESmith@osler.com] 
March 8, 2011 7:42 PM 

To: 
Cc: 
Subject: 

Deborah Langelaan; Sebastiane, Rocco 
JoAnne Butler; Michael Killeavy; Susan Kennedy 
RE: Designation Letter for TCE .... 

Deb, 
Rather than send TCE a formal letter from the OPA, I would propose for me to send John Cashin 
an e-mail setting out our conversation "for. the record". 

With respect to the possible designation of the Implementation Agreement under s. 25.13 of 
the Electricity Act, this raises a number of new issues ·whicli we· have n-ot previously 
considered. There is a good argument that if the· OPA designates a record as·confidential, 
that the designation would also apply to the Ministry.·As such, it would be necessary to 
advise the Ministry of the designation so that they were aware that the record was deemed to 
be confidential. Before taking this approach, the OPA may wish to have a discussion with the 
Ministry. As well, it is my understanding that the only documents related to this matter 
which have previously been designated were the commercially sensitive documents provided by 
MPS and TCE's proprietary cost information. 

It might be helpful for us to have a call tomorrow to "discuss the possible designation of the 
TCE letter, and more generally to have a discussion about what information the OPA is 
prepared to designate as part of this ongoing negotiation. Rocco and I are available for this 
after 12:00 tomorrow. 

Thanks, 
Elliot 

Elliot Smith 
Associate 

416.862.6435 DIRECT 
416.862.6666 FAC~IMILE 

esmith@osler.com 

Osler, Hoskin & Harcourt 
Box 50, 1 First Canadian 
Toronto, Ontario, Canada 

osler. com 

LLP 
Place 

MSX 1B8 

-----Original Message-----
From: Deborah Langelaan [mailto:Deborah.Langelaan@powerauthority.on.ca] 
Sent: Tuesday, March 08, 2011 4:06 PM 
To: Smith, Elliot; Sebastiane, Rocco 
cc: JoAnne Butler; Michael Killeavy; Susan Kennedy 
subject: RE: Designation Letter for TCE ••.. 

What do you propose our next steps should be? Do we wait and see how they handle the issue 
and then deal with it or should we be pre-emptive and send them a cautionary letter? In 
light of this is it even necessary to provide TCE with the designation letter they were 
seeking? 
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Deb 

-----Original Message-----
From: Smith, Elliot [mailto:ESmith@osler.com] 
Sent: March 8, 2011 3:57 PM 
To: Deborah Langelaan; Sebastiana, Rocco 
Cc: Michael Killeavy 
Subject: RE: Designation Letter for TCE .... 

I just got off a short call with John. It seems he was aware of the "Mutually Confidential 
Information" issue, but w~nted to confirm our understanding of it. I.got the impression that 
he was going to review the proposed letter and attachments and redact anything that would go 
into Exhibit B of a replacement contract before sending it to the Ministry. I cautioned that 
the definition of Mutually Confidential Information was fairly broad, and that there may also 
be OPA Confidential Information contained in the letter. I suggested that he might be better 
off sending the Ministry only the letter without the attachments, but that did not appear to 
resonate with him. 

Elliot 

-----Original Message-----
From: Deborah Langelaan [mailto:Deborah.Langelaan@powerauthority.on.ca] 
Sent: Tuesday, March 08, 2011 3:16 PM 
To: Sebastiana, Rocco 
Cc: Michael Killeavy; Smith, .Elliot 
Subject: RE: Designation Letter for TCE 

Rocco; 

Are you okay if I suggest to John Cashin to speak directly with you about this? 

Deb 

Deborah Langelaan I Manager, Natural Gas ProjectsiOPA I Suite 1600 - 120 Adelaide St. W. I 
Toronto, ON MSH 1T1 I 
T: 416.969.6052 I F: 416.96l.1947l deborah.langelaan@powerauthority.on.ca I 

-----Original Message----- · 
From: Michael Killeavy 
Sent: March 8, 2011 2:52 PM 
To: Smith, Elliot 
Cc: Sebastiana, Rocco; Deborah Langelaan 
Subject: RE: Designation Letter for TCE 

Thank you. This is helpful. 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
120 Adelaide Street West, Suite 1600 
Toronto, Ontario 
M5H 1T1 
416-969-6288 
416-520-9788 (CELL) 
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416-967-1947 (FAX) 

-----Original Message-----
From: Smith, Elliot [mailto:ESmith@osler.com) 
Sent: March 8, 2011 2:17 PM 
To: Michael Killeavy . 
Cc: Sebastiana, Rocco 
Subject: RE: Designation Letter for TCE .... 

Michael, 
We have reviewed the draft letter dated March 4, 2011, from Alex Pourbaix to Colin Andersen, 
with copies to the Deputy Minister of Energy and Chief of Staff to the Minister of Energy 
(the "Letter"). Although np attachments.were included with the letter, it is our· 
understanding from the second last paragraph of the letter that the final version will 
contain as attachments (i) an implementation agreement summary and (ii) the draft 
implementation agreement. We have cons.idered the implication of sending this letter in 
connection with the October 8, 2010 Confidentiality Agreement between the QPA and TCE (the 
"CA"). The following is a summary of our analysis. 

It is likely that the attachments to the letter will contain "Confidential Information", as 
such term is defined in the CA. Specifically, we believe that these attachments will contain 
Mutually Confidential Information, which is defined to include, amongst other things, 
information "related to or part of the financial parameters for any other project or 
potential opportunity being discussed between the Parties". There is also the possibility 
that these attachments will contain the OPA's Confidential Information, if they disclose 
anything that is derived from confidential information provided by the OPA. 

In accordance with the CA, a party is permitted to disclose Confidential Information to their 
Representatives. The Government of Ontario is included as a Representative of the OPA only, 
not of TCE, and as a result this exception would not be applicable to TCE's disclosure of the 
Letter. Consequently, it appears that if TCE transmits the letter (including its attachments) 
to the Ministry of Energy, this would be a disclosure of Confidential Information by TCE 
contrary to the term of the CA. We believe that if TCE were to send the letter without the 
attachments to the Ministry, this would be less likely to violate the terms of the CA. 

If you have any further questions or would like to discuss, please let me or Rocco know. 

Thanks, 
Elliot 

Elliot Smith 
Associate 

416.862.6435 DIRECT 
416.862.6666 FACSIMILE 
esmith@osler.com 

Osler, Hoskin & Harcourt LLP 
Box 50, 1 First Canadian Place 
Toronto, Ontario, Canada MSX 1B8 

osler.com 
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-----Original Message----
From: Sebastiana, Rocco 
Sent: Tuesday, March 08, 2011 1:22 PM 
To: Smith, Elliot 
Subject: FW: Designation Letter for TCE 

Can you respond to this? I have a meeting out the GTAA all afternoon that I have to leave 
for soon. Thanks, Rocco 

-----Original Message-----
From: Michael Killeavy [mailto:Michael.Killeavy@powerauthority.on.ca] 
Sent: Tuesday, March 08, 2011 12:35 PM 
To: Sebastiana, Rocco 
Subject: Fw: Designation Letter for TCE 

Can you provide me with some advice on this please? 

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

Original Message ----
From: JoAnne Butler 
Sent: Tuesday, March 08, 2011 12:14 PM 
To: Michael Killeavy; Susan Kennedy 
Subject: RE: Designation Letter for TCE 

I talked to Terry Bennett about this ..•. he says that they had it checked out and didn't feel 
that they were in violation. Please confirm that we remain clear that it is a violation and 
I will get back to him again. Thanks .. 

JCB 

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

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

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

-----Original Message----
From: Michael Killeavy 
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Sent: Lunes, 07 de Marzo de 2011 03:41 p.m. 
To: Susan Kennedy 
Cc: JoAnne Butler 
Subject: Designation Letter for TCE .... 

Susan, 

Please do not send the Designation Letter to TCE. They are copying the Ministry on the Alex 
Pourbaix letter, which violates our confidentiality agreement. The Ministry is not a party 
to the confidentiality agreement. 

Michael 

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

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

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

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

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

From: 
Sent: 

Sebastiane, Rocco [RSebastiano@osler.com] 
March 9, 2011 6:52AM 

To: 
Subject: 

Michael Killeavy; Smith, Elliot; Deborah Langelaan 
RE: NERA ... 

I am OK with you calling him this morning. Finali~ing the engagement letter is just and . 
administrative detail which should not be a problem. We have also sent over to Gene a copy 
of the OPA/TCE CA so he is aware of our confidentiality obligations which is will acknowledge 
in his engagement letter. 

-----Original Message-----
From: Michael Killeavy [mailto:Michael.Killeavy@powerauthority.on.ca] 
Sent: Wednesday, March 09, 2011 6:49 AM 
To.: Sebastiane, Rocco; Smith, Elliot; Deborah Langelaan 
Subject: Re: NERA ... 

Ok. Once you're satisfied with the letter I will call him. I'm only free in the morning, 
though. 

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: Sebastiane, Rocco [mailto:RSebastiano@osler.com] 
Sent: Wednesday, March 09, 2011 06:46 AM 
To: Michael Killeavy; Smith, Elliot <ESmith@osler.com>; Deborah Langelaan 
Subject: RE: NERA .•. 

I gave him 
from you. 
up today. 

some context yesterday, but it would certainly help for him to get more detail 
He sent over his engagement letter yesterday and we should have that all wrapped 

Thanks, Rocco 

-----Original Message-----
From: Michael Killeavy [mailto:Michael.Killeavy@powerauthority.on.ca] 
Sent: Wednesday, March 09, 2011 4:40 AM 
To: Sebastiana, Rocco; Smith, Elliot; Deborah Langelaan 
Subject: NERA ... 

Rocco, 
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I have some time free this morning. Would it be helpful if I called Gene to brief him and 
provide the context for the engagement? 

Michael 

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

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

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

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

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

From: 
Sent: 

Michael Killeavy 
March 9, 20116:54 AM 

To: 'RSebastiano@osler.com'; 'ESmith@osler.com'; Deborah Langelaan 
Subject: Re: NERA ... . . 

Ok. I' 11 call him this morning. Thx 

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) 
416-969-6B71 (fax) 
416-52B-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 

Original Message -----
From: Sebastiana, Rocco [mailto:RSebastiano@osler.com] 
Sent: Wednesday, March B9, 2B11 e6:51 AM . 
To: Michael Killeavy; Smith, Elliot <ESmith@osler.com>; Deborah Langelaan 
Subject: RE: NERA ... 

I am OK with you calling him this morning. Finalizing the engagement letter is just and 
administrative detail which should not be a problem. We have also sent over to Gene a copy 
of the OPA/TCE CA so he is aware of our confidentiality obligations which is will acknowledge 
in his engagement letter. 

-----Original Message-----
From: Michael Killeavy [mailto:Michael.Killeavy@powerauthority.on.ca] 
Sent: Wednesday, March B9, 2B11 6:49 AM 
To: Sebastiana, Rocco; Smith, Elliot; Deborah Langelaan 
Subject: Re: NERA ••. 

Ok. Once you're satisfied with the letter I will call him. I'm only free in the morning, 
though. 

Michael l(illeavy, 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) 
416-969-6B71 (fax) 
416-52B-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 

----- Original Message -----
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From: Sebastiana, Rocco [mailto:RSebastiano@osler.com] 
Sent: Wednesday, March 09, 2011 06:46 AM 
To: .Michael Killeavy; Smith, Elliot <ESmith@osler.com>; Deborah Langelaan 
Subject: RE: NERA .•. 

I gave him 
from you. 
up today. 

some context yesterday, but it would certainly help for him to get more detail 
He sent over his engagement letter yesterday and we should have that all wrapped 

Thanks, Rocco 

-----Original Message-----
From: Michael Killeavy [mailto:Michael.Killeavy@powerauthority.on.ca] 
Sent: Wednesday, March 09, 2011 4:40AM 
To: Sebastiana, Rocco; Smith, Elliot; Deborah Langelaan 
Subject: NERA ... 

Rocco, 

I have some time free this morning. Would it be helpful if I called Gene to brief him and 
provide the context for the engagement? 

Michael 

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

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

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

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

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

From: 
Sent: 

Deborah Langelaan 
March 9, 2011 9:35AM 

To: Michael Killeaity; Anshul Mathur; 'Royce Sebastiane (rsebastiano@osler.com)'; 'Elliot Smith 
(esmith@osler.com)' 

Cc: 
Subject: 
Attachments: 

JoAnne Butler 
FW: OGS Memorandum 
OPA;..Memo_20110308.pdf 

Please find attached SMS's summary of its review of TCE's financial model. 

Deb 

Deborah Langela~n 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: Safouh Soufi [mailto:safouh@smsenergy-engineering.coml 
Sent: March 8, 201111:18 PM 
To: Deborah Langelaan 
Subject: OGS Memorandum 

Privileged & Confidential 

Hello Deborah: 

I have just completed OGS memo. I would like to review it again in the morning and if necessary issue you a revised 
version later tomorrow. 

In the mean time I wanted you to have this advance copy today (tonight) as I promised to do so yesterday. 

Thanks, 
Safouh 
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••••PRIVILEGED AND CONFIDENTIAL- PREPARED IN CONTEMPLATION .OF LITI~A now••• 

SMS ENERGY-ENGINEERING INC 

MEMORANDUM 

TO: Deborah Langelaan, OPA- Manager Natural Gas Projects 

FROM: Safouh Soufi, SMS Energy-Engineering 

DATE: March 8, 2011 

SUBJECT: Summary of OGS Key Points 

Highly Confidential 
This record contains information provided to or obtained by the OPA and that is designated 
by the OPA as highly confidential and intended, for the purpose of section 17 of the 
Freedom of Information and Protection of Privacy Act, to be a record that reveals a trade 
secret or scientific, technical, commercial,. financial or labour relations information, supplied 

-in confidence implicitly or explicitly, the disclosure of which could reasonably be expected to 
prejudice significantly the competitive position or interfere significantly with the contractual 
or other negotiations of a person, group of persons, or organization. 

Background 
TCE supplied OPA with excerpts from their financial model ("TCE Model"). Not being a 
complete model, the information provided was not extensive enough to allow for a detail 
analysis nor does it provide firm answers to a number of questions. We used our internal 
model (SMS Model) to perform limited validation of the information TCE Model. Where the 
information is required but not available in TCE Model, SMS made certain assumptions to 
facilitate this comparison exercise. This memorandum provides a summary of the results of 
our review of TCE Model. 

O&M andGD&M 
SMS has prepared an estimate of OGS O&M costs including L TSA and a small allowance 
for GD&M. As mentioned later, TCE treats L TSA costs as capital expenditure and 
consequently are separate from O&M costs. We found the O&M costs estimated by TCE to 
be in the same order of magnitude as those estimated by SMS. When L TSA figures are 
added to TCE O&M costs a significant difference between TCE and SMS O&M becomes 
apparent. It is this difference that allowed us to infer OGS GD&M costs and as a result 
revised the GD&M allowance in SMS Model. 

EBITDA 
TCE EBITDA figures differ from SMS figures for a number of known reasons. Chief among 
them are the following: 

• SMS Model treats L TSA as OPEX but TCE Model shows it as CAP EX. It should be 
noted that CAP EX treatment of L TSA is not consistent with what TCE informed OPA 

Tel.: 905.845.5148 Fax: 905.845.8007 
www.smsenergy~engineering.com Page 1 of 5 



SMS ENERGY-ENGINEERING 
MEMORANDUM 

at our meting of February 17, 2011. At that time, TCE mentioned that all expenses 
after COD are treated as OPEX and those before are CAP EX;· 

• TCE Model includes market forecasted "upside" revenue whereas SMS Model 
doesn't include any upside. 

In addition to the above, there are several other parameters at play; each having its own 
impact on the outcome; some positive and others negative; resulting in an aggregate 
outcome that is not too material to the comparative exercise at this time. By way of 
example, we note the following: 

1. TCE project schedule before COD is based on 52 months whereas SMS 
Model is based on 50 months; 

2. TCE assumes COD to take place on November 15, 2013 whereas SMS Model 
assumes January 1, 2014. 

Figure 1.0 below shows a graphical comparison of EBITDA calculated by TCE and SMS 
Models. The combination of TCE treatment of L TSA and inclusion of "upside" potential in 
TCE Model do account for most of the difference between TCE and SMS figures shown 
below .. We note the drop in TCE EBITDA in year 13 which we anticipate is due to major 
maintenance shutdown. SMS Model spreads this cost over the contract horizon. 

200 

~ 150 

~ 
!!! 
"' 100 

50 

Figure 1.0 

EBITDA Comparison (Read Qualification) 

-r TCE Figures --SMS Figures 

"" "" -• A \ -"'" ~ .... ,. 
T T T 

T 

1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20 

Year 

Page 2 of 5 



SMS. ENERGY-ENGINEERING 
MEMORANDUM 

Cash after Tax 
TCE Model provides an .estimate of annual project taxable income. We recognize that the 
information provided in connection with income tax is limited in scope and consequently 
may not be sufficient for a review and validation by an expert in the field. Depending on 
how the negotiation progresses, such validation may be required at a later time and if so 
further information must be disclosed by TCE. In the mean time, however, we based tax 
calculations in SMS Model on tbe_tax r9te provided in TCE Mo.Oel. We did_so as an interim 
solution to expedite our work and after consideration of TCE letter to the OPA of December 
16, 2010 in which Mr. John Mikkelsen stated: "This spreadsheet [referring to TCE Model] is 
a summary of the cash flow associated with the Oakville Generating Station and is an 
accurate representation of the cash flow that was presented to the TrasnCanada Board of 
Directors on June 17, 2009 to support Board approval of TransCanada's bid to the Ontario 
Power Authority". 

Figure 2.0 shows a graphical comparison between the Cash after Tax figures based on 
TCE and SMS Models. Estimated ROE(net) and project NPV discussed later were based 
on cash flow figures used in the chart below. 
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SMS ENERGY-ENGINEERING 
MEMORANDUM 

ROE 
TCE didn't disclose OGS expected ROE. We estimated OGS ROE after tax to be in the 
order of 9%. This is potentially the case assuming that TCE did actually built OGS despite 
local objection to the project. In addition, it is assumed that when the project is built it is 
completed on time and budget. Furthermore, it is assumed that when the project is in 
operation its O&M costs do not materially exceed those anticipated by TCE. Based on what 
TCE has advised the OPA to-date, the gas turbines have been ordered and all other 
equipment including long lead items for the combined cycle have not been ordered as of 
this date. 

NPV 
TCE Model determines NPV over a period of 30 years and includes an anticipated residual 
value in year 30. That is in addition to an anticipated market revenue stream together with 
a Contingency Support Payment (CSP) in years 21-30. It is not clear where the CSP stream 
will come from after the OPA contract has expired. SMS Model, on the other hand, 
estimates NPV of the OPA-TCE OGS contract over 20 years and includes no residual value 
in year 20. In regards to residual value we understand the OPA is seeking an expert 
opinion on this issue and we also understand that the OPA hasn't agreed to a 30-year NPV. 
If the OPA agrees to a 30-year time horizon then we will revise our model accordingly. 

Figure 3.0 below shows a graphical representation of a 20-year NPV estimated by TCE and 
SMS for different discount rates. 
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SMS ENERGY-ENGINEERING 
MEMORANDUM 

Using TCE Model the 30-year NPV was estimated for two scenarios: a) where TCE is 
compensated for the unsubstantiated Contingency Support Payment in year 21-30 together 
with a plant residual value; b) where TCE is not compensated for CSP and residual value. 

.TCE Model 
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Aleksandar Kojic 

From: 
Sent: 
To: 
Subject: 

Michael Killeavy 
March 9, 201110:03 AM 
'Gene.Meehan@NERA.com' 
Re: TCE Matter .... 

Great. We'll you at about 10:30am. 

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@powerauthoritv.on.ca 

From: Meehan, Gene [mailto:Gene.Meehan@NERA.coml 
Sent: Wednesday, March 09, 2011 09:19AM 
To: Michael Killeavy 
Subject: Re: TCE Matter 00 00 

Michael 

I am looking forward to working with you again. I will be in the DC office (direct dial202 466 9287 and free any time after 10 am. 

Best 
Gene 

----- Original Message -----
From: Michael Killeavy <Michael.Killeavv@oowerauthoritv.on.ca> 
To: Meehan, Gene 
Cc: RSebastiano@osler.com <RSebastiano@osler.com>; ESmith@osler.com <ESmith@osler.com>; Deborah Langelaan 
<Deborah.Langelaan@powerauthoritv.on.ca> 
Sent: Wed Mar 09 06:59:24 2011 
Subject: TCE Matter 0000 

Gene, 

I'm very pleased to hear from Rocco that you'll be helping out on this file. If it's convenient for you, I could call you this morning to 
fill you in on some of the details, the status of our discussions with TCE, and where we're planning on going in the next few weeks 
and how you can assist us. Please let me know if you're free and if you are, at what telephone number I can reach you? 

Thank you, 
Michael 

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 I Tl 
416-969-6288 (office) 
416-969-6071 (fax) 
416-520-9788 (cell) 
Michael.killeavv@powerauthoritv.on.ca 

This e-mail and any attachments may be confidential or legally privileged. If you received this 
message in error or are not the intended recipient, you should destroy the e-mail message and any 
attachments or copies, and you are prohibited from retaining, distributing, disclosing or using any 
information contained herein. Please inform us of the erroneous delivery by return e-mail. Thank 
you for your cooperation. 
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Aleksandar Kojic 

From: 
Sent: 
To: 
Subject: 
Attachments: 

Michael Killeavy 
March 9, 2011 10:32 AM 

· 'Meehan, Gene' 
RE: TCE Matter .... 
Matter Description- TCE.pdf 

I'll be joined by two colleagues: Deb Langelann and Anshul Mathur. 

The attached matter description may be of interest. 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
120 Adelaide Street West, Suite 1600 
Toronto, Ontario 
M5H 1T1 
416-969-6288 
416-520-9788 (CELL) 
416-967-1947 (FAX) 

From: Meehan, Gene [mailto:Gene.Meehan@NERA.com] 
Sent: March 9, 2011 10:05 AM 
To: Michael Killeavy 
Subject: RE: TCE Matter .... 

I will be here. 

From: Michael Killeavy [mailto:Michaei.Killeaw@powerauthoritv.on.ca] 
Sent: Wednesday, March 09, 201110:03 AM 
To: Meehan,. Gene 
Subject: Re: TCE Matter .... 

Great. We'll you at about 10:30am. 

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.killeavv@powerauthoritv.on.ca 
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From: Meehan, Gene [mailto:Gene.Meehan@NERA.com] 
Sent: Wednesday, March 09, 2011 09:19AM 
To: Michael Killeavy 
Subject: Re: TCE Matter .... 

Michael 

I am looking forward to working with you again. I will be in the DC office (direct dial202 466 9287 aud free auy time after 10 am. 

Best 
Gene 

----- Original Message -----
From: Michael Killeavy <Michael.Killeaw@powerauthority.on.ca> 
To: Meehau, Gene 
Cc: RSebastiauo@osler.com <RSebastiauo@osler.com>; ESmith@osler.com <ESmith@osler.com>; Deborah Langelaau 
<Deborab.Laugelaan@powerauthority.on.ca> 
Sent: Wed Mar 09 06:59:24 2011 
Subject: TCE Matter .... 

Gene, 

I'm very pleased to hear from Rocco that you'll be helping out on this file. If it's convenient for you, I could call you this morning to 
fill you in on some of the details, the status of our discussions with TCE, aud where we're plauning on going in the next few weeks 
aud how you cau assist us. Please let me koow if you're free aud if you are, at what telephone number I cau reach you? 

Thank you, 
Michael 

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

This e-mail arid any attachments may be confidential or legally privileged. If you received this 
message in error or are not the intended recipient, you should destroy the e-mail message and any 
attachments or copies, and you are prohibited from retaining, distributing, disclosing or using any 
information contained herein. Please inform us of the erroneous delivery by return e-mail. Thank 
you for your cooperation. 

This e-mail and any attachments may be confidential or legally privileged. If you received this 
message in error or are not the intended recipient, you should destroy the e-mail message and any 
attachments or copies, and you are prohibited from retaining, distributing, disclosing or using any 
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information contained herein. Please inform us of the erroneous delivery by return e-mail. Thank 
you for your cooperation. 
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ONTARIO POWER AUTHORITY 

REQUEST FOR SUBMISSIONS 

Matter Description 

Legal Services - Litigation Counsel 

CONFIDENTIAL 

On 9 October 2009 the Ontario Power Authority ("OPA") and TransCanada Energy Ltd. ("TransCanada") 
entered into the Southwest GTA Clean Energy Supply Contract (the "Contract). On 7 October 2010, the 
province announced that the Contract was cancelled. The OPA may be exposed to potential liability from 
TransCanada as a result of this cancellation of the Contract by the province. No action has yet been 
commenced by TransCanada. The OPA and TransCanada have had several preliminary meetings to 
discuss. the cancellation of the Contract, including costs incurred to date by Transcanada. 

Questions 

Questions should be directed to: 

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

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

Page 1 of 1 



Aleksandar Kojic . 

From: 
Sent:. 
To: 

Smith, Elliot [ESmith@osler.com] . 
March 9, 20111:14 PM 
Michael Killeavy 

Cc: 
Subject: 

Deborah Langelaan; Sebastiana, Rocco· 
RE: NERA ... 

Michael, 
Pending finalization of the retainer with NERA, I've received their confirmation that they 
have received and will follow the terms of the OPA/TCE Confidentiality Agreement. You can 
therefore disclose confidential information as required. 

Note that this does not cover the MPS materials (which you don't have anyway), because the 
terms of our acknowledgment with MPS only cover Osler and SMS. 

Thanks, 
Elliot 

Elliot Smith 
Associate 

416.862.6435 
416.862.6666 

DIRECT 
FACSIMILE 

esmith@osler.com 

Osler, Hoskin & Harcourt 
Box 50, 1 First Canadian 
Toronto, Ontario, Canada 

osler.com 

LLP 
Place 

MSX 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 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 
March 9, 20111:35 PM 
'Smith, Elliot' 

Cc: 
s·ubject: 

Deborah Langelaan; 'Sebastiane, Rocco' 
RE: NERA ... 

~ 

Thank you. 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
120 Adelaide Street West, Suite 1600 
Toronto, Ontario 
M5H 1T1 
416-969-6288 
416-520-9788 (CELL) 
416-967-1947 (FAX) 

-----Original Message-----
From: Smith, Elliot [mailto:ESmith@osler.com] 
Sent: March 9, 2011 1:14 PM 
To; ·Michael Killeavy 
Cc: Deborah Langelaan; Sebastiane, Rocco 
Subject: RE: NERA ... 

Michael, 
Pending finalization of the retainer with NERA, I've received their confirmation that they 
have received and will follow the terms of the OPA/TCE Confidentiality Agreement. You can 
therefore disclose confidential information as required. 

Note that this does not cover the MP5 materials (which you don't have anyway), because the 
terms of our acknowledgment with MPS only cover Osler and SMS. 

Thanks, 
Elliot 

Elliot Smith 
Associate 

416.862.6435 DIRECT 
416.862.6666 FACSIMILE 
esmith@osler.com 

Osler, Hoskin & Harcourt LLP 
Box 50, 1 First canadian Place 
Toronto, Ontario, Canada M5X 1B8 

osler.com 
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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. 
Il est interdit de l'utiliser ou dele divulguer sans autorisation. 

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

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

Importance: 

Michael Killeavy 
March 9, 2011 1:53PM 
'Meehan, Gene'; 'Sebastiana, Rocco' 
'Smith, Elliot'; Deborah Langelaan; Anshul Mathur 
TCE Matter .... 
Oakville Unlevered Economics July 8, 2009.pdf; Base Oakville Generating Station Unlevered 
Economics_OPA.xls; MISC_110218_KWC TransCanada Direction.docx; OGS_BOD_CM_ 
20101209.ppt; OGS_BOD_CM_20101123 FINAL.ppt; OGS_BOD_CM_20110224 v2.ppt; 
OGS_BOD_CM_24_Jan_2011.ppt; Letter to TransCanda Energy Ltd.- October 7, 2010.pdf; 
lA Cambridge (draft Jan 24, 2011 v3}.doc; lA Schedule B NRR (Feb 24 11)_0PA.doc; lA 
.Schedule C NRR (Feb 24 11)_0PA.doc; TCE Value Proposition Analysis 4 Mar 2011.doc 

High 

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

Here are some background materials: 

1. TCE purported unlevered economcis for the Oakville GS; 
2. Draft Ministerial Directive pertaining to development of a peaking plant in Kitchener-Waterloo (K-W}, which will 

be sited in Cambridge; 
3. OPA Board of Director presentations that summarize the status of the discussions with TCE 
4. Letter dated 7 October 2010 from the OPA to TCE communicating the government decision not to proceed with 

the Oakville GS; 
5. The draft Implementation Agreement ("lA"), including Schedules B and C, which contain the TCE proposal to 

develop the K-W peaking plant. The lA is an agreement that sets out the parameters for negotiating the 
substantive peaking generation contract. I have included a preliminary analysis of the "value propositions" set 

. out in Schedule B; 

I will send the pro forma NYR peaking generation contract in a separate email, since it is refered to in the lA and some of 
these other documents. 

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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Thursday; December 16,2010 

Ontario Power Authority 
120 Adelaide Street West, Suite 1600 
Toronto, Ontario 
M5H1Tl 

Attention: Michael Killeavy, Director, Contract Management 

Re: TmnsCanada Base Oakville Generation Station Unlevered Economics 

Dear Michael, 

TransCanada 
1n business to deliver 

TransCanada Energy ltd. 
Royal Bank Plaza 
200 Bay Street, South Tower · 
Suite 2400, P.O. Box 43 
Toronto, ON MSJ 2J1 

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

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 Unlevered 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 infomiation 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 
TransCanada 

-, 
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TransCanada Oakville GS - Unl~vered Economics (July 8, 2009) 

t ~ TransCanada 
tn~!cin=tur!EJiver 

Note; All Values In SM CAD 
Pricing & Index Assumptions 
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-Capital Expenditure S 22.7 S 19.7 $ 232 $ 20.6 $ 21.3 S 22.1 $ 24.1 $ 24.9 $ 25.4 S 25.9 
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·rc: 
Highly et~Mfidentjal: ,ThiS record contains information provld.ed to the O~A that Is 
desii:Jnated-bY the CPA as highly confidential and it and all resulting work product is 
lntended1 for the,purpose o_f sectlon.17 of the Freedom of lnfoniJati_on· an!f Prptection 
of Privacy Act, to .be a record that reVeaJs .. a-trade seCret or scientific, technical, 
coininercial, 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 
oth~r negotiations of a person, group of persons, or organization." 



LEGAL ADVICE- PRIVILEGED AND CONFIDENTIAL- NOT FOR CIRCULATION 

Februaryl'ai!IIary , 20ll 

Mr. Colin Andersen 
Chief Executive Officer 
Ontario Power Authority 
Suite 1600 
120 Adelaide Street West 
Toronto, ON M5H IT! 

Dear Mr. Andersen, 
#! ·~r@' 
~ -~
~~ ~~ 
~~ ~;.; 
~ ?t-~ 

Re: Kitchener-Waterloo~Cambridge Area New Supply ~ ~~ ·!/? rt·· » Y::: 

I . . . .th th . th M. . oLE Jf. " '~d. "-''f •.. 't . th 
wnte m connectto~ _wi . m~ au. onty as· e . 1n1ster ~1~r~~::-~~ or_~~}Jo exerc~se e 

statutory power ofmmtstenal dtrectwn that I have m respec;\{<>fthe"(').J)fiitJO PoWer Authonty (the 
~ % ~ "OPA") under section 25.32 of the E/ectrici(Y Act, 1998 (the '2\ct"). ·'1, ·'%,. 

~~~ -~,., ~ 
'%~ -~ --~ Background _''%$:: ~? 

'% 
~ ~ ~<'-

The 2007 proposed Integrated Power System ·Pian f9resallt;a"i]~ed for a gas plant in Kitchener-
Waterloo-Cambridge (the "KWC Area"). Build[ltg on\'ihe Weeds identified in the 2007 plan, in 

-;~ '0.. "~., 4' 
our Long Term Energy Plan, the Govemment?J_gentifi.~d tlie value of natural gas generation for 
peak needs where it can address local andfSYsteritt.reliahllity issues. The Government confirmed 

~»,_ ·-:q~- ~~ 
the continued need for a clean, modem nalural &'!s-nreCI plant in the KWC Area. 

.{r_,. ~~-.. --~ '"% . 
--~ 'X ..-~ ".Z.: 

The Government has deterni\'ned wJ\!lflhpuf'and advice from the OPA that it is prudent and 

·',. '-.... 
-. ~:~ 'v: 

"~ ~/i!. ;: 
n,_:~~~-~~ .. -~?--,b~i~~, ~~}~P~~~6fe~at%~as-fir~d power plant that has cont_mct capacity of r··::-· :-='=<:: .. :-. ~~::-":.,--'---'-~ 
m~!'!~~~-4)_~<l11I!,!~~1~0-~~~!1l~iel'ld_~~In-·~!lth_t_l!l_thw ___ ,c_JC-,~Ce_Ard ___ ,!!_b_yd __ !)'<c.~l'r~n.s.l!P()IH!J>e ... -·. --1 Forma_tte<i' High~ight 
"KWC Project" to m~/~J~ occi.t~/~Y::.LJ;?m~ nee s. e K r-uea, eman IS growmg at more than ·· _ · . · ·' '. -. ·. ' 

. th . . I t -~ :.;--~, . 
twtce e provmci~.$f!..;;e. ~4 · -;:-;;;- . 

{;,-,~~ ~- (~ 
-~ «- ~ 

Pursuant to ~;4J;,eelig;t diit~ August 18, 2008 (the "2008 Direction"), the OPA procured from 
Tr~~imad~Enefgitt~- ("TransCanada") the design, constructio.n and operation of a 900MW 

~/ 'J, ~ 
natufal gas &'ei).~ratiilg station in Oakville (the "Oakville Generating Station"). On October 7, 
20 I W.L annound'ifif't\?at the Oakville Generating Station would not proceed as changes in demand 

'% ~ 
and suppiy~R.~t¢ made the Oakville Generating station no longer necessary. 

In light of the foregoing, together with the OP A, the Government has discussed with 

TransCanada !!!~ _termi11ati11n __ o_f _!h_e ~o_n(r~C! for __ t!><c _Oak_vill" _(]"ner~ti_ng_ :>tati1111. ai1<l_!!.P_roj.,C( ___ .- .--{ 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 pro,cure a gas plant-with contract 



LEGAL ADVICE- PRIVILEGED AND CONFIDENTIAL- NOT FOR CIRCU.LATION 

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 
negotiations in respect of the mutual tennination 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 Pr$ct ~¥!June 30, 2011 
having regard to a reasonable balance of risk for TransCanada, the mutu;];(grllJi'lation of the 

/;''/~ ·«~ ·. 
contract for the Oakville Generation Project and the needs and interests,.o+" olitario 'ill&l:tricity 

//)'"''~ ""4:;...,. 
customers. It is further expected that the contract provide for an in serviCe d:ite of'ilo later than 

~:- •/." -~<:::: -
spring of 2015 to meet the demand needs of the communityij)&ti"/./,, ·:!:% t ~:/," 

..:lf/"'"·~~J ~~ -~/.-4 
~ ··~9. ·:.z, '"' 

As with all electricity generation projects procured by iliii\;OP A, 'ihe 'K,:wc Project shall be 
required to undergo all applicable nJunicipal and enVi:r_s;_pmen~~tzwpr~als ~o ensure it meets or 
exceeds regulated standards, including those for air qrihljty, nois8?i.1cfour and vibration. Any 
duty to consult and accommodate Aboriginal ~gmmiJPii1~~-·;rn%e KWC Project must be fulfilled. ·- e·· --~ 
For greater clarity, the OPA is not requir.~~;:.b1'~-·::$.is(~!;?Fio~ to enter into a contract with 
TransCanada if it is unable tu reach agreerr'f~!lt Wit~!.. Trli'hsCanada on tenns that satisfy the 
requirements of this direction and fully, ~<ffiSide;*~«:? ·P·~Yers' interests. In such event, the OPA 

•..;,;.f-' '-:~-- '"'Y'L/· 
may seek to recover its costs, if any, _ref~ting~/tq the implementation agreement in accOrdance 

• • • ·'·· {f"';,::ijh "'.;;.. "'<·· 
wtth tts statutory authonty. ·.:;.;.-. ·0 jf..:" · :;::_:;; _ 

~;~kY- '<:?::~;:o/' f.;, ~:.; 
I further direct that 1;\!)(';)008 ~ii'ectignis.\l~feby revoked. 

':% <•), ~- t~::;:. 
This direction shal}l)~~~£eeii¥,.!~ilt!~.~RJilding as of the date hereof . 

•.• - 'i'• 
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OGS Update 

• We have met TCE twice since the last Board update. 

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

• · TCE claims that it has nearly concluded a settlement 
agreement with Ford. 

• TCE is in the process of finalizing a settlement for legal 
costs with the Town of Oakville. 

ONTARIO' 
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Letter of Intent .. 

• TCE indicated to us that its Treasury Department . · · 
needed a letter from the OPA that stated that there was 
a replacement project to which the OGS costs could be 
applied so that it didn't have to write them off at year end. 

• We are in receipt of a draft of this letter (now called an 
MOU), however, the letter proposed by TCE goes well 
beyond stating that there is a future project,· and purports 

.. -'"' 

to include settlement terms. 

• We will be discussing this letter at tomorrow's me~tim.Q>; •···· .. ···•·· · 
with TCE. 

ONTARIO~. 
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. Turbine Cancellation Indemnity 

• TCE wants the OPA to provide an indemnity to it in the 
event that the Turbine Supply Agreement ("TSA") with 
Mitsubishi is cancelled. 

• We have not yet seen the proposed indemnity 
agreement. 

• We have still not seen the TSA for which we are to 
provide an indemnity. Mitsubishi only wants to provide a 
redacted copy of the TSA to our counsel. 

2!!,1'.!!!~ t 



Turbine Cancellation Indemnity 

• We will be discussing this proposed indemnity at 
tomorrow's meeting. 

• Counsel has advised that there is risk in providing an 
indemnity for an agreement that's not been disclosed to 
us in its entirety. 

ONTARIOf . 
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Replacement Generation Project 

• TCE is leaning towards development of the Boxwood 
site next to the Toyota plant. 

• It is waiting for government authorization to contact the 
City of Cambridge about the proposed project. 

• Tx connection will be longer than 2 km, so Leave to 
Construction from the OEB will be required. This may 
take some time to accomplish. 

• We want a targeted COD of late-Q1 2014. 

,ONTARIOf. 
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Next Steps 

• Continue discussions with TCE to achieve the followJng.: 
- Decision with respect to gas turbines (i.e., conversion to 

fast start or cancellation of contract) 

- Type and Capacity of replacement facility 

- Location of replacement facility 

- Letter of Intent or Memorandum of Understanding by mid-
January 2011 

- Disposition of the Indemnity for Turbine Cancellation 

ONTA., RIOt.··· 
POWERAUTHORIII'Y . · . . w 
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OGS Update 

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

• SMS Energy-Engineering providing technical consulting .. 
serv1ces 

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

• Discussions surrounding "wind-up" of the Contracthave 
been productive 

• TCE claims that its contract with Ford requires it to 
continue to pursue legal actions against Town of, Oakville 

ONTARIO'· 
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Mutual Termination of SWGTA Contract ···· - · 

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

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

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

ON_. ~-¥t_·--_~aiO_·_ ._•-•t·· --_ 
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Mutual Termination of SWGTA Contract 

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

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

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

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

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

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

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

ONTARI04. 
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Repudiation of SWGTA Contract 

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

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

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

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

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

,ONTAR:IOfJ 
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TCE Concerns 

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

ordered 

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

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

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

report a write down on the project 

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

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

·ONTARIO I 
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Government Participation 

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

• OPA staff working closely with Government staff 

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

- No cheque issued to TCE 

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

- Per unit cost close to that of similar generation technology 

- Capacity of replacement facility similar to that identified in lPSP, · 
and LTEP 

·. ~ ONTAJRIO .. ·· 
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Replacement Facility Option 

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

• Higher priority than SWGTA 

• TCE has identified several possible locations in Cambridge 

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

- Zoned for industrial 

- Rural location 

- Adjacent to Toyota facility 

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

ONTARio·f, 
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Boxwood Drive 

f 

EXHIBIT 1: PROJECT LOCATION AND EXISTING CONDITIONS :Jelcan' .. 
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Next Steps 

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

confidential and without prejudice nature of ongoing 
discussions 

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

- Type and Capacity of replacement facility 

- Location of replacement facility 

- Letter of Intent or Memorandum of Understanding by 
December 31 

~~t 
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OGS Update 

• OPA/TransCanada Energy (TCE) negotiating team has met 5 times since 
January's Board update. 

• Discussions continue to be productive with respect to the "winding-up" of 
the Contract. 

• TCE planning to deliver proposal, implementation agreement and letter to 
Colin over next few weeks. 

• We have completed our due diligence, as much as we can at this point until 
site is chosen, on capital costs. ·still contain large risk premiums. 

• We are doing our own due diligence on commercial factors and hiring third 
party expert. 

• OPA continues to work with the Ministry of Energy on the drafting of the 
Directive to authorize negotiations with TCE for the replacement project. 

• Ministry warming up to the idea of including language that references the 
inclusion of the financial value of the OGS Contract into the net revenue 
requirement of the replacement project. 

;ONT~RIO(I 
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Next Steps 

' 
• Continue discussions with TCE to achieve the following: 

- Counter offer based on commercial review; 

- Finalize technical design requirements; 

- Siting of replacement facility; 

- Negotiation and execution of the Implementation 
Agreement; 

·- TCE plan for handling First Nations issues. 

Inform MO/PO and get buy in to disclose and move forward. 

!!tW~t 



OGS Update 

• Excerpt from TCE's 201 0 Annual Report: 
- In September 2009, the OPA awarded TransCanada a 20-

year Clean Energy Supply contract to build, own and 
operate a 900 MW power generating station in Oakville, 
Ontario. TransCanada expected to invest approximately 
$1.2 billion in the natural gas-fired, combined-cycle plant. 
In October 2010, the Government of Ontario announced 
that it would not proceed with the Oakville generating 
station. TransCanada is negotiating a settlement with the 
OPA that would terminate the Clean Energy Supply 
contract and compensate TransCanada for the economic 
consequences associated with the contract's termination: 

ONTARIO' 
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Replacement Generation Project 

. ·-'· .. 
~ . . . 

• TCE still leaning toward development of the Boxwpq~.': 
Industrial Park site. · ·.· ,. ·. 

·.- . 

• TCE and OPA continue to wait for Ministry of Energ:yr< 
authorization to contact the City of Cambridge aboq:tfH.e: 
proposed· project. · ··· · · · 

• The continued delay in contacting the City of Cambrig§.~/ 
is becoming extremely problematic as word i~ sta·rtifi~~kt~i 
leak out about the replacement project. · :< · 

- ,' .. ·. 

• "Focus is on Cambridge site for power plant" .· · 
headline of Toronto Star article dated February 18th ... · 

·ONTA .. iR.IOt. .. 
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Aboriginal Relations and TransCanada 

• TransCanada has begun high level consultation with Aboriginal 
communities in the Kitchener Waterloo Cambridge area, as they 
await an announcement from the OPA with respect to the project. 

• TransCanada has engaged the elected officials and community at 
the Mississauga of New Credit, as well as the Elected Council and 
Confederacy Chiefs at Six Nations of the Grand River on the KWC 
project. · 

• In 2008, TransCanada entered into a community agreement with the 
Mississauga of New Credit First Nation to deal with projects in their 
territory. There continues to be a positive working relationship · 
between the community and TransCanada. 

• TransCanada recently offered to enter into community agreements 
with each of the Elected Council and Confederacy Chiefs as it 
relates to TransCanada's operations and projects throughout their 
traditional territory. Both groups have expressed openness to 
developing such an agreement. 

ONTARIOe., . . 
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Mitsubishi (MPS) Gas Turbines {GT's) 

• GT's originally purchased for OGS were designed for a 
Combined Cycle generation plant. 

• Fall 2010 TCE suspended MPS contract until January 
31' 2011. 

• January 28, 2011 TCE released MPS from suspension 
and directed them to commence work on converting the 
GT's to Fast Start. 

• Fast Start option will meet the requirements of a Peaking 
generation plant in Cambridge. 

• Fixed the suspension costs that TCE had been incurring 
under terms of MPS ESA. 

,ONTARIO~tl 
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Price of Peaking Plant Conversion 

• The incremental estimated price for the conversion remains $33 MM (US) 
+/- 25%. . . . 

• MPS revised the price to convert the GT's to Fast Start from $3 MM to $6 
MM. 

• MPS revised th.e price to convert from Combined Cycle to Simple Cycle 
from $15 MM to $12 MM. 

• Delayed delivery and suspension costs remain $15 MM. 

• TCE expects to receive MPS final price for Peaking plant conversion on 
Februqry 28, 2011 and price is not to exceed 125% of the estimated price 
(US $41.25 MM). 

• If the final price is higher the OPA will pass the risk onto TCE in the 
commercial negotiations since TCE believes they have a cap on the price; 

ONTA ... .. : ~RIO .. :i (I 
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Cambridge Capital Costs 

• TCE has provided the OPA with its estimated capital 
cost for Cambridge .. 

• OPA review has concluded that TCE has included large 
premiums for risk. 

• Site uncertainty has prevented TCE from firming up 
many of its capital costs. 

,ONTARIO' 
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OGS Update 

• We have met TCE five times since the last Board 
update. 

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

• TCE has concluded a settlement agreement with Ford. 

• TCE concluded a settlement for legal costs with the 
Town of Oakville. 

ONTARIO'" 
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. Replacement Generation Project 

• TCE is leaning towards development of the Boxwood 
site next to the Toyota plant. Other sites are available, 
though. 

• It is waiting for government authorization to contact the · 
City of Cambridge about the proposed project. 

• The delay in contacting the City of Cambridge is 
becoming a problem, as word is starting to leak out 
about the replacement project. 

·-;.-

:. ~- ... 
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Replacement Generation Project 

• Tx connection at Boxwood will be longer than 2 km, so 
Leave to Construction from the OEB will be required. 
This may take some time to accomplish. 

• Another site may alleviate this problem. In any event, 
we maintain that siting the plant is TCE's responsibility 
and risk. 

• We want a targeted COD of late-Q1 2014. 

ONTARI04 
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Implementation Agreement 

• TCE indicated that it wants a project implementation 
agreement to cover its costs for the replacement project 
in Cambridge ("Implementation Agreement"). 

• The Implementation Agreement will set out the approach 
for developing the final project agreement between TCE 
and the OPA. 

• It will also contain a project budget and TCE wants the . · 
OPA to indemnify it for its costs to develop if no 
agreement is concluded ("break fee"). 

ONT~R.IO:g, ... . 
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Implementation Agreement 

• Deadline for execution is 31 January 2011. 

• TCE is drafting it based on the agreement used for 
Portlands Energy Centre ("PEC"). 

• We are scheduled to see a first draft of this agreement 
today. 

ONTARIOI, . 
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Ministry Directive 

• We are working with the Ministry on the drafting of a. 
Directive to authorize negotiations with TCE for the 
replacement plant. 

• We need this Directive to execute the Implementation · 
Agreement. 

• Ministry wants the Directive to be silent on including .the 
financial value of the OGS Contract into any net revenue 
requirement for the replacement facility. 

ONT~RIOI 
POWERAUTHORITY Lf 



Turbine Cancellation Indemnity 

• TCE still wants the OPA to provide an indemnity to it in 
the event that the Equipment Supply Agreement ("ESA") 
with Mitsubishi is cancelled. 

• Our legal advice is that the OPA has no power to provide 
any such indemnity, even if it were directed to do so by 
the Minister. 

• When this first arose in December, we provided a letter 
that TCE·could rely upon to sue the OPA for the . 
cancellation fee in the event that the ESA is cancelled. 

~ONTARIO ,f 
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Turbine Cancellation Indemnity 

• · We very likely will need to do the same thing again. 

•. We cannot contract for something we don't have the 
power to do. 

oN~.•a•o' POWER AUTHORITY (11 



Fast Start Conversion 

•It has been determined that the replacement plant will be a 
peaking generation plant with a capacity of 450 MW. 

•The two (2) gas turbines ("GT") purchased and intended 
for the Oakville GS are Mitsubishi Power Systems ("MPS") 
M501 GAC machines. These have a start time of 43 
minutes. 

~.!R~t 



Fast Start ConversiQn 

• The 43 minute start up time is too slow for a peaking. 
generation plant, which ideally ought to be within 1 0 
minutes, but has to be w.ithin 30 minutes to qualify Jc;>r the 
30-minute Operating Reserve ("OR") that the IESQhas. 

• It is highly desirable to use the already-purchased GTs in 
order to minimize the cost to the ratepayer. 

• The two (2) M501GAC GT can be converted to start· 
faster, i.e., M501 GAC Fast Start GTs. The faster start 
time is 18 minutes. There is an incremental costinveiMeq 
in doing this. . . ~· . 

ONTARID .. ·· 
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GT Technical Analysis 

• We have reviewed certain technical information about 
the M50 1 GAC and M50 1 GAC Fast Start GT provided by 
TCE and MPS. 

• Our technical expert retained for this file confirms that 
original M501 GAC cannot be de-rated, or otherwise 
modified, to start faster to qualify the GT for 30-minute 
OR and still achieve emissions of 15 ppm Nox. 

• Consequently, to re-use the GTs we need to have TCE 
purchase the Fast Start conversion package. 

ONTARIO II, 
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Price of Fast Start Conversion 

• T'he incremental price for this conversion is estimated at· 
$33 million (US). 

• The conversion of the GTs is only $3 million. 

• Conversion from combined-cycle to simple cycle for a · 
peaking plant is $15 million. 

• MPS has tacked on an additional $15 million for delayed 
delivery and suspension costs. 

.. 
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Price of Fast Start Conversion 

• The incremental price for GT fast start conversion and 
simple cycle conversion look reasonable. 

• We do not agree on why the delay and suspension costs 
amount to $15 million and we will attempt to have this 
substantiated or excluded from any negotiated NRR or 
break fee. 

• MPS has tacked on an additional $15 million for delayed 
delivery and suspension costs. 

ONTARIO' 
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Price of Fast Start Conversion 

• The incremental price for this conversion is estimated at 
$33 million (US). 

• MPS indicated to TCE that the final price will be no more 
than 25% higher than this estimated price. The wording 
of this not-to-exceed price guarantee from MPS to TCE 
is not the most comforting, as it is somewhat conditional. 

• We will in any event pass this risk on to TCE in the 
commercial negotiations since they believe they have a 
cap on the price. 

ONTARIO' 
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Next Steps 

• Continue discussions with TCE to achieve the following: 
- Agreement to proceed with fast-start conversion proposal 

for the GTs so that they can be reused; 

- Location of replacement facility; 

- Execution of the Implementation Agreement; 

- Disposition of the Indemnity for Turbine Cancellation; 

- TCE plan for handling First Nations issues. 

·ONTARIO~ 
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October 7, 20 I 0 

TransCanada Energy Ltd. 
450-1 '' Street 
Calgary, AB T2P SHI 

Attn: Alex Pourbaix, 
President, 
Energy and Oil Pipelines 

Dear Mr. Pourbaix : 

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

T 416·967·7474 
F 416·967·1947 
www.powerauthority.on.ca 

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

As you are no doubt aware, the Minister of Energy today announced that your Oakville gas plant will not 
proceed. This announcement is supported by the OPA's planning analysis of the current circumstances 
in southwest GTA. 

The OPA will not proceed with the Contract. As a result of this, the OPA acknowledges that you are 
entitled to your reasonable damages from the OPA, including the anticipated fmancia! value of the 
Contract. We would like to begin negotiations with you to reach mntnal agreement to terminate the 
Contract. 

Given Ontario's ongoing need for power generation projects and your desire to generate power in 
Ontario, we wish to work with you to identifY other projects and the extent to which such projects may 
compensate you for termination of the Contract while appropriately protecting the interests of ratepayers. 

· You are hereby directed to cease all further work and activities in connection with the Facility (as 
defined in the Contract), other than anything that may be reasonably necessary in the circumstances to 
bring such work or activities to a conclusion. 

We undertake that we will not disclose this letter without giving you prior notice and we request that you 
do the same. 

Sincerely, 

ONTARIO POWER AUTHORITY 

~Q Per:~~G 
Name: Colin Andersen 
Title: Chief Executive Officer 

~ 
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TCE Draft~ January 24,2011 

WITH PREJUDICE 

IMPLEMENTATION AGREEMENT 

between 

TRANSCANADA ENERGY LTD. 

and 

ONTARIO POWER AUTHORITY 

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

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

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

AND WHEREAS by letter dated October 7, 20 I 0, the OP A advised TCE that it would not 
proceed with the Original Contract and directed TCE to cease all further work and activities in connection 
with the Facility; 

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

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

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

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

AND WHEREAS the OP A has delivered to TCE and MPS Canada Inc. an Acknowledgement 
dated December 17, 2010 and has delivered to TCE an Acknowledgement dated • (copies of which are 
attached as Exhibit II), and may at a future date desiguate specified information as confidential or highly 
confidential for the purposes of Section I 7 of the Freedom of Information and Protection of Privacy Act 
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·, 

and provide additional acknowledgements of such designations (existing and future acknowledgements 
collectively referred to as the "Acknowledgements"); 

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

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

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

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

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

ARTICLE I 
TERM OF AGREEMENT 

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

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

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

ARTICLE II 
COMMITMENTS 

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

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

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

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

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

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

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

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

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

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

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

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

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

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

3.1 (a) 

ARTICLE ill 
BREAK-UP COSTS 

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

(b) During the Term, with respect to any individual expenditure or commitment by TCE in 
excess of$1,000,000 for which the OPA may be liable pursuant to Section 2.3, TCE shall 
provide written notice (as provided in Section 7.1 hereof) together with a brief 
explanation of the nature of the expenditure or commitment within five (5) Business 
Days ofTCE having executed a written agreement to incur such expenditure. The OPA 
acknowledges that TCE has already made the expenditures or commitments identified in 
ScheduleD as non recoverable costs for the Facility or owing to MPS Canada, Inc. and 
that no written notice of such expenditures or commitments is required. 
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(c) During the Tenn, if there occurs 

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

- (ii) any new expenditure not included on ScheduleD which TCE wouH intend to 
claim pursuant to Section 2.3, 

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

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

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

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

(b) All amounts not subject to dispute shall be paid by the OP A to TCE within thirty (30) 
calendar days of the date of the invoice and all amounts settled pursuant to the dispute 
resolution provisions hereof shall be paid within ten (10) Business Days of their 
resolution. All amounts not paid when due shall bear interest :from the date due 
hereunder to the date of payment at a rate equal to the annual rate of interest quoted by, 
published and commonly known as the "prime rate" of the Royal Bank of Canada at its 
main office in Toronto Ontario as the reference rate thim in effect for interest rates on 
commercial demand loans made by it in Canadian dollars to its Canadian borrowers plus 
four percent ( 4%) per annum. 
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ARTICLE IV 
REPRESENTATIONS AND WARRANTIES 

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

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

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

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

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

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

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

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

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

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

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

(i) 

(ii) 

(iii) 

do not and will not( orwouldnot ~ith the givingof 110tice, .thll lapse of time or 
t!;e happening of any other event or condition) constitute or result in a violation 
or breacl1 of, or conflict with ~y of the t~rms or pr~visions ~fits constating 
documents or by-laws; 

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

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

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

[NTD: OPA to confirm that this is a ''procurement contract" for the purposes ofthe Electricity Act, 
1998.] 

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

ARTICLEV 
DISPUTE RESOLUTION 

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

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

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

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

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

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

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

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

ARTICLE VI 
CONFIDENTIALITY, ANNOUNCEMENTS 

AND DEALING WITH THE OPA 

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

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

[NTD: The foregoing provision to be discussed With the OPA.) 

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

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

ARTICLE VII 
MISCELLANEOUS 

7 .I Any notice, direction or other communication (each a "Notice") given regarding the matters 
contemplated by this Agreement must be in writing, sent by personal delivery, courier or 

· facsimile, along with a copy by electronic mail, and addressed: 

to the OPA at: 

120 Adelaide St. W. 
Suite 1600 
Toronto, ON M5H lTl 

·Attention: • 

Telephone: • 
Facsimile: • 
e-mail: • 

with a copy to: 

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

Attention: Rocco Sebastiano 

Telephone: 416-862-5859 
Facsimile: 416-862-6666 
e-mail: rsebastiano@osler.com 
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Royal Bank Plaza 
200 Bay Street 
24th Floor, South Tower 
Toronto, ON M5J 2Jl 
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Attention: Terry Beimett, Vice-President, Power Generation Development 

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

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

7.2 Time is of the essence in this Agreement. 

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

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

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

7.6 No waiver of any of the provisions of this Agreement will constitute a waiver of any other 
provision (whether or not similar). No waiver will be binding unless executed in writing by the 
Party to be bound by the waiver. A Party's failure or delay in exercising any right under this 
Agreement will not operate as a waiver of that right. A single or partial exercise of any right will 
not preclude a Party from any other or further exercise of that right or the exercise of any other 
right it may have. 
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7. 7 This Agreement sl;lall emir\) to the benefit of and be binding upon the Parties hereto and their 
permitted successors and assigns. TCE shall be entitled to assign this Agreement, in whole or in 
part, with notice to.the. QPA, to 91)e ormore corporations, linlited or general partnerships and/or 
other entities of which TCE or its affiliates retain control. Upon TCE giving notice to the OPA of. 
any such assigrnl)ent, all references herein to TCE shall to the extent appropriate be deemed to be 
and include such assignee or assignees. For the purposes hereof "control" shall have the meaning 
giveJ1 thereto in the Business Corporations Act (Ontario). · 

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

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

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

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

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

(i) the Agreement; 

(ii) Exhibit II; 

(iii) Exhibit ill; 

(iv) Exhibit IV; 

(v) Exhibit I; 

(vi) ScheduleD; 

(vii) Schedule B; 

(viii) Schedule C; and 

(ix) Schedule A. 

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

TRANSCANADA ENERGY LTD. 

By: 

Name: 
Title: 

By: 

Name: 
Title: 

ONTARIO POWER AUTHORITY 

By: 

Name: 
Title: 



EXHIBIT I 
CONFIDENTIALITY AGREEMENT 



EXHIBIT II 
ACKNOWLEDGEMENTS 



EXHIBIT III 
MOU ···. 



EXHIBIT IV 
MINISTER'S DIRECTIVE 



SCHEDULE A 
TECHNICAL DESIGN REQUJREMENTS 

[NTD: Fu:(ther discussion required.] 

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

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

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

Emissions Requirements 
The Potential Project will not emit: 

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

(ii) Carbon Monoxide (CO) in a concentration that exceeds I 5 ppmv (based upon Reference Conditions 
and 15% 02 in the exhaust gases on a dry volume basis) as measured using the KWCG Emissions 
Measurement Methodology, and all as more particularly set out in the Contract. 

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

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

Equipment 
The Potential Project will be designed utilizing (2) Mitsubishi heavy Industries M5 0 I GAC Fast Start gas gas
fired combustion turbine generators (the "Generators"), with evaporative cooling and emission reduction 
equipment as purchased under Equipment Supply Agreement NO. 6519 dated July 7, 2009 between MPS 
Canada, Inc. ("MPS") and TransCanada Energy Ltd. ("TCE") as amended by Jetter agreements dated October 
29,2010 November 19,2010 and December 31,2010 and as may be further amended from time to time. 
Each Generator shall be nominally rated at [250] MW (measured at the Generator's output terminals) new and 
clean, at ISO conditions. 



[NTD: details to follow.] 

Permits and Approvals 

SCHED.ULEB 
ADDITIONAL CONTACT TERMS 

Gas Delivery and Management Services Costs 

Interconnection Costs 

Operating Reserve 

Option to Extend Term 

Future Changes Risk Mitigation 

\ 



[NTD: to be provided separately.] 

SCHEDULEC 
PROCESS 



Cancellation Schednle 

SCHEDULED 
PROJECTED COSTS AND EXPENSES 

DURING THE TERM 

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

January February March 
:ion 2011 20ll 

April2011 May 2011 June 2011 

Values are in millions and are cumulative month to month 

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

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

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

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

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

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

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

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

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

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

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

Land Options Costs and Real Estate $0.5 $0.5 $0.5 $0.5 
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Community and Public Relations $0.0 $0.1 $0.1 $0.1 $0.1 

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

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

Other $0.1 $0.1 $0.2 $0.2 $0.3 

Total $200.9 $224.1 $233.4 $240.7 $243.5 $244.7 
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SCHEDULEB1 
·PRICING 

$ 16,900 I MW-month 

50% 

*MW 

*MW 

1,500 MMBTUistart-up 

$.51,000 I start-up 

. $ 5.751MWh 

$0.50IMWb 

Season 1 

10,420 10,550 
MMBTU/MWh MMBTU/MWh 

(HHV) (BIN) 

MW 

OMW OMW 

Season 3 Season 4 

10,660 
MMBTU/MWh MMBTU/MWb 

(BIN) (HHV) 

MW 

OMW OMW 



VP#l - Permits and Approvals 
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SCHEDULEB2 
VALUE PROPOSITIONS 

In light of the cancellation of the Facility and the Original Contract, and the change in risk profile that this 
has created for developers since that decision, the Contract will provide that if TCE is .unable to secure a 
permit or approval for the construction or operation of the Potential Project or any level of government 
otherwise prevents the construction or operation of the Potential Project then TCE will be able to 
terminate the Contract and, upon such termination, recover from the OP A its reasonable costs incurred 
with respect to the Facility and the Potential Project and TCE' s anticipated financial value of the Original 
Contract [Defined as a Number for the lA]. In addition to TCE's relief from Force Majeure, TCE 
would also recover from the OPA its reasonable costs as a result of delays arising from Force Majeure 
relating to permitting. 

VP#2 - Oakville Sunk Costs 

The Contract will provide that sunk costs associated the development of the Facility totaling ($37. 
million] will be paid immediately to TCE at time of executing the Contract. These sunk costs [have/have 
not] been reviewed by the OPA and further due diligence and review [willlwill not] be required. 

VP#3 -Interconnection Costs 

As a result of the compressed time for development of the Potential Project TCE will be unable to 
determine the costs associated with electrical and natural gas interconnections to the same level of detail 
as associated with the Facility. Accordingly, the Contract will provide a mechanism whereby the OPA 
will directly pay for all costs associated with the electrical and natural gas interconnections in a marmer 
that will not subject TCE to carrying costs. For the gas connection this will include all costs paid to the 
local gas distribution company ("LDC') that is associated with the connection to the Potential Project 
from the LDC including a contribution in aid to construction ("CIAC") and terminating at the 
demarcation between the Potential Project and the LDC on the Potential Project site. For the electrical 
connection this will include all costs associated with the design engineering, construction and 
commissioning of the electrical facilities between the high voltage side of the Potential Project switchyard 
and the point of connection to the Hydro One transmission system including land and easements if 
applicable . 

. VP#4 - Gas Delivery and Management Services Costs 

The Contract will provide that all gas delivery and management services costs will be excluded from the 
NRR and that such costs will be paid for by the OP A in a marmer consistent with the Portlands ACES and 
Halton Hills CES Contracts. 

VP#S -Net Revenue Requirement Indexing Factor ("NRRIF") set at 50% 

As a result of utilizing the MPS gas turbines in this Potential Project service, operating cost is a materially 
larger part of the economic picture and accordingly significantly more ofTCE's costs are escalating. The 
portion ofTCE's costs subject to escalation is approximately 50% as opposed to the current maximum of 
20%. Accordingly the Contract will be modified to reflect this higher proportion subject to escalation by 
incorporating a NRRIF of 50%. Specifically in Section 1.1 of Exhibit J of the Contract the NNRIF 
definition will be modified to remove the words "between 0.00 and 0.20". 



VP#6 - Option to Extend Term 

CONFIDENTIAL 
February 24'\ 2011 

As a mechanism for recovery of Potential Project costs, the costs incurred by TCE with respect to the 
Facility and TCE's anticipated fmancial value of the Original Contract, the Contract will be premised on a 
3 0 year term or premised on a 20 year term with a unilateral option for TCE to extend ihe term of the 
Contract, on the same terms, conditions and prices, for an additional 10 years. 

~ 

VP#7- Capacity Check Test 

In an effort to more accurately reflect the actual capacity delivered to the Province of Ontario Section 
15.6 (b) of the Contract will be modified to reflect average ambient temperatures during each season. 
Specifically in Sectionl5.6 (b) (i) replace "7.0" with "-5.8", in Section 15.6 (b) (ii) replace "21.0" with 
"5.7", in Sectionl5.6 (b) (iii) replace "30.0" with "18.6", and in Section 15.6 (b) (iv) replace "24.0" with 
"8.3". 

VP#8 -Potential One Hour Run 

Maintenance costs associated with the Mitsubishi Heavy Industries MSO 1 GAC Fast Start engine are 
significant and predominantly driven by number of starts. The logic contained Section 3 of Exhibit J to 
the NYR Contract can result in Imputed Production Intervals one hour in duration whereas the associated 
recovery of start costs is assumed to be over two hours. In au effort to recognize the unique attributes of 
these engines the Contract will be modified to ensure the plant is only deemed on when power prices 
provide for full recovery of start charges within an hour. Specifically Section 3.1.1 (ii) (a) A of Exhibit J 
of the Contract will be modified to remove the words "50% of'. 



SCHEDULEB3 
NYR CONTRACT CLEAN UP 

Value Proposition Incorporation 

CONFIDENTIAL 
February 24'\ 2011 

The Value Propositions outlined in Schedule B2 will be incorporated. 

GD&M Partial Recovery 
The NYR Contract included a provision for a portion of the Gas Distribution and Management costs to be 
recovered via NRR and the rest to be recovered via a side agreement. The contract for the Potential 
Project will be premised on all costs being recovered via the side agreement as per VP# 4. There are 
references throughout the NYR Contract that will require clean up to reflect this situation. 

Schedule A 
There may be items in Schedule A of this Implementation Agreement that need to be incorporated into 
the NYR Contract including, but not limited to, the Emissions Limits and Emission Measurement 
Methodology. 



PRIVILEGED AND CONFIDENTIAL- PREPARED IN CONTEMPLATION OF LITIGATION 

ANALYSIS OF TCE PROPOSED SCHEDULE B TO THE IMPLEMENTATION AGREEMENT 

# TCE Value Proposition Analysis <:;ost RecommendaUori;•' · -. , . . . . · .. · ._· • C:·~~~f'(i\idii}?\~~i\?:- ;;, >· .. · , . 
2 "The Contract will provide that sunk costs associated The OPA is likely liable for We have been told that The OPA can agree to reimburse 

the development of the Facility totaling (sic) {$37 these sunk costs if the matter these costs would be TCE for its sunk costs, provided 

million] will be paid immediately to TCE at time of were ever to be litigated. approximately $33M, and they can be substantiated. 

executing the Contract. These sunk costs {have/have [NTD: Counsel to comment would not exceed $35M. 

not] been reviewed by the OPA and further due on this! TCE now indicates that 

diligence and review {will/will not] be required. " these are $37M. We have 

(emphasis added) The mechanism for direct been given substantiating 
and immediate payment has information from TCE on 
to be considered. Can we do these sunk costs and we 
this within the scope of the are reviewing this 
draft directive? The draft information now. 
directive is silent on this right 

now. 

3 ·~ .. the Contract will provide a mechanism whereby the These costs are hard to TCE has estimated $100M OPA should agree to pay these 

OPA will directly pay for all costs associated with the quantify at this point in time. for these costs. [NTD: costs, but we need to investigate 

electrical and natural gas interconnections in a If we include them in the check with PSP to see i(.the and land on a mechanism for 

manner that will not subject TCE to carrying costs. NRR, TCE will add an addition K-W l!.eakin!J.p}ant doing so. 

For the gas connection this will include all costs paid to risk premium, which will be working g_rou12. has ank! 

the local gas distribution company ("LDC') that is paid for by the ratepayer. better iniormation?l 
associated with the connection ta the Potential Project Even if we include the cost in 

·from the LDC including a contribution in aid to the NRR, if the estimate is 

construction {"CIAC") and terminating at the overrun we will likely face a 

demarcation between the Potential Project and the claim anyway, so we'd pay 
- ---- --- ----- ----- ---------

Page 2 ofS 



PRIVILEGED AND CONFIDENTIAL- PREPARED IN CONTEMPLATION OF LITIGA T/ON 

ANALYSIS OF TCE PROPOSED SCHEDULE B TO THE IMPLEMENTATION AGREEMENT 

# TCE Value Proposition .. •. Allalysi~ . · .•••••••••.. · ·. · · ·< 
•.• cost, .•.•. · •..•• ·.···.·················>· ·:~ ·~~·~:~P~~~g1g~~i~fii~':·j<·~,~·;.i ··.· . . . ·. . . ·.···• . · ... ······ .·'· ..... 

1 " ... the Contract will provide that if TCE is unable to This provision significantly This is difficult to value. It The OPA rejects this TCE Value 

secure a permit or approval for the construction or reduces the development risk is presumably the present Proposition. 

operation of the Potential Project or any level of for TCE since if it encounters value of the foregone 

government otherwise prevents the construction or any regulatory approval profits under the SWGTA 

operation of the Potential Project then TCE will be problem, it can exit the Contract, which may range 

able to terminate the Contract and ... recover from contract and receive from $268M to $503M plus 

the OPA its reasonable costs incurred with respect to reimbursement for its whatever costs TCE incurs 

the Facility and the Potential Project and TCE's development costs and in developing the peaking 

anticipated financial value of the Original Contract financial value of the plant. This latter 

[Defined as a Number for the lA}. In addition to TCE's contract. component depends on 

relief from Force Majeure, TCE would also recover when the permitting road 

from the OPA its reasonable costs as a result of This risk profile is block occurs in the project 

delays arising from Force Majeure relating to inconsistent with the SWGTA development timeline. 

permitting." (emphasis added) Contract and with all other 

OPA gas·fired generation 

contracts. 

Recovery of force majeure· 

related costs is inconsistent 

with the common law 

position on force majeure 

and other OPA contracts 

[NTD: Counsel to confjrm 
this I 
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• For each Adjustment Capital Cost Element there will be a difference between the ACCE 
IA Value and the ACCE Final Value determined as the arithmetic difference between the 
ACCE 1A Value and the ACCE Final Value (the "ACCE Difference"). For clarity the 
ACCE Difference will be the ACCE Final Value minus the ACCE IA Value. By way of 
example, if the ACCE Final Value for a given element is higher thim the ACCE 1A Value 
then the ACCE Difference will be a positive number, demonstrating an increase in that 
element. · 

• These differences will summed for all Adjustment Capital Cost Elements (the "Total 
ACCE Difference") 

• The Total ACCE Difference will be multiplied by 0.0000126813 (the "NRR Conversion 
Rate") to give the adjustment to the NRR (the "NRR Adjustment Value"). 

• The NRR that will be entered into the Contract will be the NRR indicated in Schedule B I 
plus the NRR Adjustment Value (the "Final NRR"). 

The development of this Schedule C is constructed on the basis of a set of assumptions and 
engineering at a very preliminary stage of the development process. For example, there were no 
technical design criteria available (Schedule A) at the time ofthis work and TCE was not able to 
determine the availability or suitability of the proposed site for the Potential Project. As such 
there is a risk that the more detailed engineering and development identifies issues or costs that 
may impact this Schedule C. 



Land Purchase 
Community Benefits and Contribution 

CONFIDENTIAL 
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Development Charges, Park's Fee, Permit & Development 
Fee (Site Plan Approval), Aboriginal Community 
Contribution 
Escalation 
TOTAL 

OPAReview 

$29,250,000 Hard 
$20,000,000 Soft 

$2,990,000 Estimated 

$9,372,568 Estimated 
$265,393,990 

Once the development work is complete TCE will provide the OPA with a final estimate for the 
Adjustment Capital Cost Elements and associated supporting documentation. 

Costs for which TCE will obtain contracts, binding quotes or other firm commitments prior to 
execution of the Contract (the "Hard Capital Costs") are categorized as such in the table above. 
TCE will provide the OPA, on a confidential basis, with copies of the contracts, binding quotes or 
other firm commitments as supporting documentation for the Hard Capital Costs. The OPA's 
review will be limited to ensuring TCE's final estimate is congruent with the supporting 
documentation. 

Costs that will be based on non-binding estimates, discussions or agreements with third parties at 
the time of execution of the Contract (the "Soft Capital Costs") are categorized as such in the 
table above. TCE will provide the OP A with copies or sununaries of the non-binding estimates, 
discussions or agreements. The OPA's review will be limited to ensuring TCE's final estimate is 
congruent with the supporting documentation. 

Costs that are estimated, built-up or provided as allowances for development and risk at the time 
of execution of the Contract (the "Estimated Capital Costs") are categorized as such in the table 
above. TCE will provide the OP A a break down of such estimates and the OPA' s review will be 
limited to ensuring such estimates are in line with good utility practice. 

It is possible that some costs may not fall into the predicted categories (Hard, Soft or Estimated) 
by the end of the development work. TCE will indicate to the OP A any changes in category and 
be held to the due diligence standard of the new category. 

Once the Parties have completed the above review the fmal estimate for the Adjustment Capital 
Cost Elements shall used to modify the NRR for inclusion in the Contract. 

Conversion Mechanism 

The fmal estimates for the Adjustment Capital Cost Elements will be used to adjust NRR, 
provided that the adjusted NRR incorporated in the Contract will not exceed $17,277/MW
Month, as follows: 

o For each Adjustment Capital Cost Element there is an estimated value at the time of 
executing this agreement, which is contained in the table above (the "ACCE IA Value") 

o For each Adjustment Capital Cost Element there will be a final estimated value provided 
by TCE to the OPA and agreed to through the OP A Review described above (the "ACCE 



CONFIDENTIAL 
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SCHEDULEC 
PROCESS 

Schedule B 1 provides TCE's currently proposed contract parameters for eventual incorporation 
into the Contract. This Schedule C describes the· mechanism by which the NRR set out in 
Schedule B 1 will be adjusted between the effective date of this Agreement and the execution and 
delivery by the Parties of the Contract. 

The following contract parameters outlined in Schedule B 1 will not be adjusted from the values 
contained in Schedule B1 (the "Fixed Parameters"): the Contract Heat Rates (MMBTU/MWh 
HHV) for Seasons 1, 2, 3 and 4; the Contract Capacities (MW) for Seasons 1, 2, 3 and 4; the 
Annual Average Contract Capacity (MW); Start-Up Gas for the Contract Facility (MMBTU/start
up); Nameplate Capacity (MW) and Net Revenue Requirement Indexing Factor ("NRRIF")(%); 
Start-Up Maintenance Costs ($/start-up); O&M Costs ($/MWh), and OR Cost ($/MWh). 

The only parameter in Schedule B 1 that may be adjusted prior to being incorporated into the 
Contract is Net Revenue Requirement ("NRR"). 

Upon execution of this Agreement, TCE will begin development work on the Potential Project 
including siting, ·stakeholder outreach, engineering design, contracts for equipment procurement, 
and contracts for construction. The development work will be undertaken in order to ascertain 
final estimates of capital costs, operating costs, plant performance and schedule prior to execution 
of the Contract. 

Adjustments to NRR will be based on changes in the following capital cost elements (the 
"Adjustment Capital Cost Elements"): 

Excluding gas and electrical Water 
Supply, Waste Water Discharge I Sewer, Construction 

Telco 



PRIVILEGED AND CONFIDENTIAL- PREPARED IN CONTEMPLATION OF LITIGATION 

ANALYSIS OF TCE PROPOSED SCHEDULE B TO THE IMPLEMENTATION AGREEMENT 

# TCE Value Proposition Analysis Cost •.·.····•· ... > · ..• · ...•..• .. ~s~;~.mm~~~,~·~i~~.~~~·1t;)i0J . . . . . . .... 
. . . 

. . : . . .... 
LDC on the Potential Project site. For the electrical for the risk premium and the 

connection this will include all costs associated with overrun. 

the design engineering, construction and 
commissioning of the electrical facilities between the The cheapest option for the 

high voltage side of the Potential Project switch yard ratepayer is to pay for these 

and the point of connection to the Hydro One costs directly. 

transmission system including land and easements if 
The uno carrying cost" 

applicable." (emphasis added) 
language suggests a direct 

payment by the OPA and not 

a pass-through cost. We 

need to confirm this with 

TCE. Can the OPA make such 

a direct cost? · 
·' 

4 '7he Contract will provide that all gas delivery and This transfers all gas risk to We estimate that this is OPA should reject this 

management services costs will be excluded from the the OPA. OPA is not the best worth about $2,000/MW- proposition since it is notthe 

NRR i:md that such costs will be paid for by the OPA in placed to manage this risk. month based on NYR plant operator and therefore not 

a manner consistent with the Portlands ACES and information. the best placed to manage this 

Halton Hills CES Contracts." risk. 

5 " ... The portion ofTCE's costs subject to escalation is It's unclear that 50% of the [NTD: Need to do some OPA should reject this 

approximately 50% as opposed to the current NRR is related to the fixed modelling_ on this. We've proposition since it is (a) 

maximum of 20%. Accordingly the Contract will be OPEX. not indexed on~thing_ in inconsistent with our. other 

modified to reflect this higher proportion subject to the models to date to keep_ contracts and (b) doesn't seem to 
This is quite a departure from them simp_le. We could reflect the proportion that fixed 
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PRIVILEGED AND CONFIDENTIAL- PREPARED IN CONTEMPLATION OF LITIGA T/ON 

ANALYSIS OF TCE PROPOSED SCHEDULE B TO THE IMPLEMENTATION AGREEMENT 

# TCEValue Prop~sition Analysis Coste .. • .. : -~~:~ftm~~"~cl~ti~n. . . .. ·: : .• : . · ..•. · ... > 

escalation by incorporating a NRRIF of 50% ... " all other OPA contracts, ve!]! simp}~ modify_ the OPEX has in the NRR. 

which either do not permit NYR Evaluation model to 
indexing or cap it at 20% of eg_rmit 50% indexing_ and 
the contract price or NRR. let's see what the etfect is 

on evaluated cost?l 
We see no justification for 

this this. 

6 " ... the Contract will be premised on a 30 year term or Extending the terms is a [NTD: Let's do some OPA can agree to a longer than 20 

premised on a 20 year term with a unilateral option means of spreading the costs modelling_ to determine year term, but we need to make 

for TCE to extend the term of the Contract, on the out over more years to what value the extra 10 certain that the return to TCE is 

same terms, conditions and prices, for an additional10 reduce the $/MW-month ~ears has on a 5/MW- consistent with what we've 

years." value of NRR. month basis over the · agreed to is the 11financial value" 

standard 20-l(ear term. of the OGS Contract. 
It is also a means for TCE to This is relativelll: eas~ to do 
earn more since there are tor a rang_e ot NRRs from 
more contract years of SO]! $_15,000{.MW-month 
contract revenue. and $_17,000{.MW-monthl 

7 " ... the Contract will be modified to reflect average Plan output is inversely [NTD: Can SMS Emirg_l( Provided that we can agree on 

ambient temperatures during each season ... " related to ambient hele with this ?l the temperatures, the OPA can 

temperature. The proposed agree to this. [NTD: Subject to 
changes in temperature techn[cal advice from SMS 
seem odd, though. [NTD: Can Enerall:l 
SMS EnerqJlheltJ with this?/ 
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PRIVILEGED AND CONFIDENTIAL- PREPARED IN CONTEMPLATION OF LITIGATION 

ANALYSIS OF TCE PROPOSED SCHEDULE B TO THE IMPLEMENTATION AGREEMENT 

# I TCE Value'Proposition Analysis . I . 
8 I " ... the Contract will be modified to ensure the plant is TCE is attempting to tie 

only deemed on when power prices provide for full physical operation of the 

recovery of start charges within an hour ... " plant with the financial 

contract means of imputing 

start up and earning market 

revenues. 

Could we just reimburse 

them for each start-up? 

Cost .··.•1 ~~~~o/:~~"~~·~~·l;~r?;'~;·~~JE~,! 
[NTD: We need ta do some I OPA position is undetermined. 

modelling to determine 

what the cost of this might 

be. We need to get into 

the dispatch logic of the 

NYR Evaluation model and 

modify the logic to see 

what the effect will bel 
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Aleksandar Kojic 

From: 
Serit: 

Meehan, Gene [Gene.Meehan@NERA.com] 
March 9, 2011 2:19PM 

To: Michael Killeavy . 
Subject: RE: TCE Matter- NYR Peaking Contract .... 

Thanks. Received both. e mails and will review before call. 

From: Michael Killeavy [mailto:Michaei.Killeaw@powerauthority.on.ca) 
Sent: Wednesday, March 09, 2011 2:00 PM 
To: Meehan, Gene; Sebastiana, Rocco 
Cc: Deborah Langelaan; Anshul Mathur; Smith, Elliot 
Subject: TCE Matter - NYR Peaking Contract .... 

Attached is the pro forma NYR Peaking Generation Contract. 

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 and any attachments may be confidential or legally privileged. If you received this 
message in error or are not the intended recipient, you should destroy the e-mail message and any 
attachments or copies, and you are prohibited from retaining, distributing, disclosing or using any 
information contained herein. Please inform us of the erroneous delivery by return e-mail. Thank · 
you for your cooperation. 

1 



Aleksandar Kojic 

From: 
Sent: 

Michael Killeavy 
March 9, 2011 2:50 PM 

To: 
Subject: 

Colin Andersen; JoAnne Butler; Michael Lyle 
Fw: Designation Letter for TCE .... 

Osler believes that attaching the materials noted in the letter is a problem vis-a-vis the 
Confidentiality Agreement the OP and TCE have executed. 

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: Smith, Elliot [mailto:ESmith@osler.com] 
sent: Tuesday, March 08, 2011 02:17 PM 
To: Michael Killeavy 
Cc: Sebastiana, Rocco <RSebastiano@osler.com> 
Subject: RE: Designation Letter for TCE 

Michael, 
We have reviewed the draft letter dated Mar:-ch 4, 2011, from Alex Pourba:i,x to Colin Andersen, 
with copies to the Deputy Minister of Energy and Chief of Staff to the Minister of Energy 
(the "Letter"). Although no attachments were included with the Letter, it is our 
understanding from the second last paragraph of the Letter that the final version will 
contain as attachments (i) an implementation agreement summary and (ii) the draft 
implementation agreement. We have considered the implication of sending this letter in 
connection with the October 8, 2010 Confidentiality Agreement between the OPA and TCE (the 
"CA"). The following is a summary of our analysis. 

It is likely that the attachments to the Letter will contain "Confidential Information", as 
such term is defined in the CA. Specifically, we believe that these attachments will contain 
Mutually Confidential Information, which is defined to include, amongst other things, · 
information "related to or part of the financial parameters for any other project or 
potential opportunity being discussed between the Parties". There is also the possibility 
that these attachments will contain the OPA's·Confidential Information, if they disclose 
anything that is derived from confidential information provided by the OPA. 

In accordance with the CA, a party is permitted to disclose Confidential Information to their 
Representatives. The Government of Ontario is included as a Representative of the OPA only, 
not of TCE, and as a result this exception would not be applicable to TCE's disclosure of the 
Letter. Consequently, it· appears that if TCE transmits the Letter (including its attachments) 
to the Ministry of Energy, this would be a disclosure of Confidential Information by TCE 
contrary to the term of the CA. We believe that if TCE were to send the Letter without the 
attachments to the Ministry, this would be less likely to violate the terms of the CA. 

1 



If you have any further questions or would like to discuss, please let me or Rocco know. 

Thanks, 
Elliot 

Elliot Smith 
Associate 

416.862.6435 
416.862.6666 

DIRECT 
FACSIMILE 

esmith@osler.com 

Osler, Hoskin & Harcourt LLP 
Box 58, 1 First Canadian Place 
Toronto, Ontario, Canada M5X 1B8 

osler.com 

---~-original Message----
From: Sebastiana, Rocco 
Sent: Tuesday, March 88, 2811 1:22 PM 
To: Smith, Elliot 
Subject: FW: Designation Letter for TCE 

Can you respond to this? I have a meeting out the GTAA all afternoon that I have to leave 
for soon. Thanks, Rocco 

-----Original Message-----
From: Michael Killeavy [mailto:Michael.Killeavy@powerauthority.on.ca] 
Sent: Tuesday, March 88, 2811 12:35 PM 
To: Sebastiana, Rocco 
Subject: Fw: Designation Letter for TCE 

Can you provide me with some advice on this please? 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
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: JoAnne Butler 
Sent: Tuesday, March 88, 2811 12:14 PM 
To: Michael Killeavy; susan Kennedy 
Subject: RE: Designation Letter for TCE 

2 



I talked to Terry Bennett about this ••.. he says that they had it checked out and didn't feel 
that they were in violation. Please confirm that we remain clear that it is a violation and 
I will get back to him again. Thanks .• 

JCB 

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

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

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

-----Original Message----
From: Michael Killeavy 
Sent: Lunes, 07 de Marzo de 2011 03:41 p.m. 
To: Susan Kennedy 
Cc: JoAnne Butler 
Subject: Designation Letter for TCE .... 

Susan, 

Please do not send the Designation Letter to TCE. They are copying the Ministry on the Alex 
Pourbaix letter, which violates our confidentiality agreement. The Ministry is not a party 
to tne confidentiality agreement. 

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 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: 
Attachments: 

Importance: 

Michael; 

Deborah Langelaan 
March 9; 2011 3:58 PM 
Michael Killeavy 
Anshul Mathur 
TCE Presentation and Anaylsis 
TCE Presentation Rev AM 9 March 2011.pptx; TCE Capex and NRR Build Up AM 9 March 
2011.xls 

High 

I am sending this to you on behalf of Anshul because he is currently out of commission due to 
the fact that his laptop is being installed. Yippee!!!! Please review and provide Anshul 
with your comments before he distributes it to the group. 

Deb 

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

TCE Presentation Rev AM 9 March 2011 
TCE Capex and NRR Build Up AM 9 March 2011 

Note: To protect agaihst 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. 

1 
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·Value drivers for OPA's counter-offer 

• NRR for K-W is based on the following 
- Capex of K-W 

- Value of OGS 

- Term of the K-W Contract 

- Other (GD&M, O&M Fixed Costs, O&M Variable Costs, 
Interest During Construction, Connection Costs, Unknown 
unknowns- Risk, Other) 

- NRR Values 

- Value of NRR Index Factor 

• Risk Mitigation (Permit Risk etc- not quantifiable except 
through Risk Analysis such as Monte Carlo simulation) . 

ONT~AIOfJ 
POWERAUTHORITY L! 



TCE vs OPA Capex for K-W 

TCE's Proposal OPA's Value (using GERA} 
Capex Ranges from $517M (low} to·· 

$562M (high) 
Total of $580M- includes OGS sunk 

costs 

The above Capex does not include Connection Cost 

CAPEX: TCE and OPA $18M to $62M apart 

Capex Alignment 
• $103 to $116M- excess costs attributable to using OGS turpinesforK-W 
• $37M - excess attributaole to OGS Sunk Costs (include three cost .· · · 

buckets) 
• K-W Capex expected to be atleast $140M- $153M over CERA ra11;ge .. 
(Note: Uncertain whether $14.4M additional scope is included in this excess cost range orwhether 

it is beyond this range- if it is beyond this range then the TCE and CERA Capex'ar~ fl1ri:Jll~r: .·.· 
apart by $14.4M i.e. The range goes up to $32M to $76M. $14.4M is equivali:mtt0$193/MW_. · 
Month) . . 

ON ... ·~.: •a..~ll., ,ID 1J .· 
POWER AUTHORITY t! 



Value of OGS 

TCE's Proposal 
$375M for 30 Year Term 

Discount Rate of 5.25% for first 20 
years and 8% for last 1 0 years 

OPA's Value (using CERA) 
OPA can propose a range from 

$375M to $102M - discount rates 
ranging from 5.25% to 7.4% for 
the first 20 years and 8% to 1 0% 
for last 1 0 years 

OGS Value range from $375M to $102M- based on discount rates 

OGS Value Matrix & Discount Rates 
By TCE: 1st 20 Years - 5.25%; Last 10 Years - 8% 

By OPA: 1st 20 Years- 5.25% to 7.393%; Last 10 Years- 8 to 10% 

(in $MM) 

. 6.:00% $ 414.9 

Interest :e~~s ~d:~~~ment for (i,f j';:d~~i "I : :~::~ 

$ 457.7 

$ 369.4 

$ 316.5 

$ 267.8 

J:i ?f3~3% . I $ 277.9 $ 232.4 
·'· ,, 

$ 179.4 

$ 126.4 

$ 77.8 



Term of the Contract - 20, 25, 30? 

• Increasing the term decreases the NRR but 
increases the value for TCE 

$18,000 -~-~~~-..;;;:-----------------------

$17,250 -!----------~----------..,-----------

$16,500 -~-~~~--~<::------~~--t.;::---------'-----;----

$15,750 

~ .... , 
$15,000 :6-....:: ......._ ~. 

-..:----
$14250 -k ...... """' I ............... _,.,.,. ............. 

$13,5oo I ... , ... 
"'" a;;: 

"' $12,750 "" -

$12,000 +----,-----,---,----,----,------,,..----.------.----,----, 

~ ~ ~ ~ ~ ~ # # # 5'~ 5'~ 5'~ 5'~ 5'~ 5'~ 5' 5' 5' 
o0 o0 o0 o0 o0 o0 o0 o0 o0 

<:,'<>()~' <:,'07-~' <:>"(\~' <:,'<>()~' <:,'0'~-~' <>"'\~' <:,'<>()~' <:,'0'~-~' <>"'\~' . 
~ ~- ~ ~- ~ ~ ~- ~- ~ 

...,._20 Years 

-II-25Years 

-•-30Years 

" G~ G~ G~ G~ G~ G~ G~ G~ G~ ·t. ' ............ " llii'Wll· u.J' . ·~ . 



Other NRR Drivers ($/MW-Month) 

Factor Range I Value 

GD&M $1500 to $2000 
(used $1700) 

O&M Fixed Cost $1600 to $3000 
(used $3000) 

O&M Variable Cost unknown 

Comments 

None 

Conservative assumption . 
made for modelling 

Should be recovered through 
Market Revenues 

Interest During $700 to $1500 Variable based upon Interest 
Construction Rates & Capex 

Connection Costs Pass through to the OPA 

Other Unknowns: Risk, Return, other construction or developmental 
factors- plug factor to the NRR 

ONT.ARIO'~ 
POWERAUTHORI1'Y l! 



NRR's- based on Capex, OGS Value, Term,of' 
the Contract - sinale snaoshot 

$20,000 

$18,000 

$16,000 

$14,000 

$12,000 

$10,000 

$8,000 

$6,000 

$4,000 

Capex Capex capex 
(480M) + (543M) + (525M) + 

OGS Sunk Sunk OGS 
Sunk (37M) = (37M) = Sunk 

(37M)= $517M $580M (37M)= 
$562M $562M 

20 Year Term 

Capex 
(480M) + 

Sunk 
(37M)= 
$517M 

25 Year Term 

Capex 
(543M) + 

Sunk 
(37M)= 
$580M 

. Capex 
(525M) + 

OGS 
Sunk 

(37M)= 
$562M 

30 Year Term 

Capex 
(480M) + 

Sunk 
(37M)= 
$517M 

5.25% & 8% =$375M 

5.25% & 9% = $348.5M 

5.25% & $0 = $262M 

7.39% & 8% = $149.8M 

7.39% & 9% = $123.1M 

ON!f:A_ 'II __ JIO·t. .. ·. 
POWERAUTHORITY · 
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NRR's - based on Capex, OGS Value, Term of 
the Contract l20 Year Contract 

• NRR Variance with Capex & OGS Value for a 20 Year 
Contract and K-W Cost of Capital at 5.25°/o 

Variance with K-W Capex & OGS 

OGS NPV (5.25% & 
OGS NPV (5.25% & 9%),'};fi'~~~&f~~ 
OGS NPV (5.25% & $0)i';ic'~~p?fQ£ 

OGS NPV (7.39%"& 8%\/·:·>.; ;s;1 
OGSNPV 

$19,000 ,...------------

$18,000 t---=~:: ,...-------
$17,000 +-~A<=~~~~----

$16,000 +-----~'<£"~~--

$15,000 +--------~ ~~ 

$14,000 -1----------==--. 
$13,000 -l-----------
$12,000 -l----.-----.--...---,---=----. 

r;:,'::P 
r;:,<::><::l' 

r.~.<>' 

r;:,<::l<;:, S:l<;;, r;:,<::l<;:, S:l<;;, 

.,., 
~<::>- ~ <;j 

<,~ S:l~' 
b<ro- a? 

<:.":J .,.r-vro 

~<::>- ~ <;j 
co~ <::>~' 

b<~' ro~ .,. " .,. .,_'); 

-•-$580,263, 700 

--$562,394,706 

- .. -$517,308,116 

ONTARI0(4 
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NRR's - based' on Capex, OGS Value, Term··o'fr.\;;;e 
the Contract (25 Year Contract 

• NRR Variance with Capex & OGS Value for a 25 Year 
Contract and K-W Cost of Capital at 5.25%> 

Variance with K-W Capex & OGS 

OGS NPV (5.25% & 
OGS NPV (5.25% & 
OGS NPV (5.25% & 

OGS NP.V (7.39% & 
OGS NPV 

$16,711 
$16,396 
$15,367 
$14,034 

717 

$17,000 ~~:---------
$16,500 
$16,000 1•-.;;;;:::::::;]!!!~.....------
$15,500 -1----=~ , .. ~~.------
$15,000 ~---~-.2~;------
$14,500 t-----~ 

$14,000 t:=======·~~~~5~~~~~~== $13,500 t 
$13,000 -

$12,500 ~---------~
$12,000 +--=----.-----,.---,----.----

C) C) C) 

r;:,C)' 
G 

r;:,C) r;:,C) r;:,C) r;:,C) 
G G G G ,c;:,- r;:,C)' ,c;:,- <;:,<;)' 

<:l G 'll >-; 
(\""' .,.., b<"'' !0'~-' b<~' ~-

""".) .,.-,; """ """ 

-+-$580,263,700 

---$562,394,706 

- .. -$517,308,116 

!!ra'..!~ 



NRR's - based on Capex, OGS Value, Term of 
the Contract {30 Year Contract 

• NRR Variance with Capex & OGS Value for a 30 Year 
Contract and K-W Cost of Capital at 5.25°/o 

Variance with K-W Capex & OGS 

OGS NPV (5.25% & 8%). :Pil'i'Pill~ 

OGS NPV (5.25% & 9%) 
OGS NPV (5.25% & $0)) :JiZoZ:t 

OGS NPV (7.39% & 8%) 
OGSNPV 

$16,000 ,-------------

$15,500 1 ·~.,...-------
$15,000 

$14,500 ~ 
$14,000 -l-----~~~----

$13,500 -l------~'r-'~---

$13,000 -1-------____:~-.:::::;z;~ 
$12,500 -1-----------' '"""'=---
$12,000 1----.-----.--------.---.--_:.:..---, 

~~~ 
[:)~' 

~~~ [:)~ 
~~- ~ <:5 

~~~ [:)~ 
~~- ~ <:5 

<:5 
(1.'<>' .,, 

'o" [:)"' 
~'0- ""~ 

.. ":J 4' 
'0" ... ~"' 

~OJ- 1'>' .. .. ... 

-•-$580,263, 700 

--$562,394,706 

- .. -$517,308,116 
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Conversion Rates: $$Value to/from NrtR ·· ... · 
. . 

• What does $1M Capex or OGS Value mean in NRR? 

±$1 MM Capex or OGS Value 
change impact on NRR 

20 -Year Term 

25 -Year Term 

30 -Year Term 

$$ I MW-Month $$ I MW-Month 
(@ 5.25% Int. Rate) (@ 7.39% Int. Rate) 

$13.4 $15.9 

$11.9 $14.5 

$10.9 $13.6 

• And, what does $1 ,000 NRR mean in Capex or OGS? 

±$1 ,000 I MW-Month Change 
impact on Capex I OGS Value 

20 -Year Term 

25 -Year Term 

30 -Year Term 

$MM $MM 
(@ 5.25% Int. Rate) (@ 7.39% int. Rate) 

g; 14_0 9)62.8° 

$84.03 $68.96 

$91.74 



Value of Index (NRRIF) 

• Increasing the index factor is 'pure' profits for 
TCE but could help reduce NRR for K-W 

• Graph provides the value to TCE as per their 
proposal on NRR Indexing 

Value of NRRIF ..: Between 50% & 20% 

I j; -•-TCE Capex (543M) + OGS Sunk (37M)= 
$580M 

..... High CERA Capex (525M) + OGS Sunk 
"' ""'= (37M) = $562M 

0 0"' "'"'1~~ "'.,-,1>.'0~~ "'.,-,'l-'0']>~ "'"'\t>.<?J'P~ "'.,\'~-"'"\ ~ 
~ '0 I <?Jolo \ Clolo <oolo <?Jolo 

,_olo ol ~ I ~ ol ~ ol ~ 'b :2-'-' 'J-'6 o 6o o -,'!i o -,<?> o 
tO· "'~ 1· 1· 
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Capex Development of K-W Peaking Plant 

Main Turbine Original Costs $156,274,358 26.9% 
Main Turbine Additional Scope $39,198,860. 6.8% 
BOP Major Equipment $24,349,133 4.2% 
Gas Turbine Transportation $7;380,680 . 1.3% 
Gas Turbine Technical Assistance $3,622,500 0.6% 
Change Order CTG $4,098,732 0.7% 
Change Order EPC $7,078,387 1.2% 

Engineering Costs $20,738,776 3.6% 
Construction $89,927,715 15.5% 
Landscapping $2,000,000 0.3% 

HV Switching Station I Tap Station $1,850,000 0.3% 
Interconnection -Water/Waste/Sewer $700,000 0.1% 
Storm Water Pond $4,394,750 0.8% 
New Start-up Energy (Fuel + Backfeed ... ) $6,234,172 1.1% 
Fuel and Gas Delivery Start-up Costs $3,000,000 0.5% 
OpexSpares $1,824,375 0.3% 
Community Benefits $20,000,000 3.4% 
Development Charges, Park's Fees etc. $2,990,000 0.5% 

Development Cost $4,900,000 0.8% 
Project & Construction Mgmt $13,807,794 2.4% 
O&M Mobilization $4,797,287 0.8% 
Capital Maintenance $17,230,028 3.0% 
Insurance and Misc. $6,780,987 1.2% 
Site Purchase $2g ,250' 000 5.0% 

Taxes, Duties & Fees $4,304,725 0.7% 

Escalation $16,667,323 2.9% 
Engineering & Construction Risk $6,552,116 1.1% 
I BL Allowances (EPC, CTG ... ) $18,607,205 3.2% 
·Development Allowance $24,752,309 4.3% 

Electrical Connection Costs $0 0.0% 
Gas Connection Costs $0 0.0% 

OGS Sunk Costs $36,951,488 6.4% 

Total Capex ~580,263,700 



Assumption for information gathering 
Other documents (144.9US @1.08CAD/US) 
MPS firm price (36.295US @ 1.08CAD/US) 
Schedule C- although Capax Presentation is $18,315,554 
Schedule C- although Cap ex Presentation provides a $10.1 M as 'Other' 
Schedule C- although Capex Presentation provides a $10.1M as 'Other' 
Capex Presentation· 
Capex Presentation 

Schedule C- although Capex Presentation provides $18,315,554 
Schedule C- although Capex Presentation says this is $106,333,140 
Schedule C and Capex Presentation 

·schedule C 
Schedule C 
Schedule C 
Schedule C 
Schedule C 
Schedule C 
Schedule C 
Schedule C 

Capex Presentation 
Capex Presentation 
Capex Presentation 
Capex Presentation 
Capex Presentation 
Schedule C- although Capex Presentation says this is $31,679,274 

Capex Presentation 

Capex Presentation -although Schedule C says $9,372,568 
Schedule C -although Capex Presentation lumps Risk & Contingency into $26M 
Schedule C -although Capex Presentation lumps Risk & Contingency into $26M 
Capex Presentation 

Pass through to the OPA 
Pass through to the OPA 

TCE Letter to Deborah dated February 28 



Capex Developme~t of K-W Pea kind Plant 

Q3 2010 CERA Cost- SC 
High End 
Low End 

Q3 2010 CERA Cost- CC 
High End 
Low End 

Assumptions 
Cad I US Ratio 
Cost Indexing (from Q3 2010 to Q3 2011) 
Contract Capacity of K-W Plant 

$827,000 IMVV 
$714,000 /MW 

$1 ,293,000 /MW 
$1,038,000 /MW · 

<- $180,000/MW (as Rer CERA incl~ded for Major Equipment- · 

1:1 <-US Parity helps on buying equipment but major ecjuipment is already bought 
1:1 <-Cost decreases equipment but will increase for Labour and hence kept at Par 

510 MW 

Capex of K-W based on CERA is close due to: 

Cost of Turbine as per CERA should be 
Cost of Turbine as per TCE are 
Turbine Cost Difference 
OGS Sunk Costs 
Total Capex sunk value for K-W 

Total CERA Costs (other than Turbines) 

Main Turbine Original Costs 
Main Turbine Additional Scope 

BOP Major Equipment 
Change Order CTG 
Change Order EPC 

Engineering Costs 
Construction 
Storm Water Pond 
Project & Construction Mgmt 
Development Cost 

Taxes, Duties & Fees 
Landscapping 
Gas Turbine Transportation 
Gas Turbine Technical Assistance 
Escalation 
Engineering & Construction Risk 
IBLAIIowances (EPC, CTG ... ) 
Development Allowance 
HV Switching Station I Tap Station 
Interconnection- Water/Waste/Sewer 
New Start-up Energy (Fuel+ Backfeed ... ) 
Fuel and Gas Delivery Start-up Costs 
Opex Spares 
Community Benefits 
Development Charges, Park's Fees etc. 
O&M Mobilization 
Capital Maintenance 
Insurance and Misc. 
Site Purchase 

Electrical Connection Costs 
Gas Connection Costs 

OGS Sunk Costs 

Total Capex 

High 
$91,800,000 

$195,473,218 
$103,673,218 

$36,951,488 
$140,624,706 

Low 
$79,256,590 

$195,473,218 
$116,216,628 

$36,951,488 
$153,168,116 

Cost 
Breakdown 

CERA Index Q3 2011 
High Low 

$647,000 

$329,970,000 

$156,274,358 
$39,198,860 

$23,098,283 
$3,888,174 
$6,714,760 

$19,673,395 
$85,307,998 

$4,168,985 
$13,098,468 

$4,648,280 

$4,083,585 
$1,897,257 
$7,001,524 
$3,436,407 

$15,811,098 
$6,215,524 

$17,651,326 
$23,480,747 

$1,754,963 
$664,040 

$5,913,914 
$2,845,886 
$1,730,654 

$18,972,571 
$2,836,399 
$4,550,843 

$16,344,896 
$6,432,638 

$27,747,385 

$0 
$0 

$36,951,488 

$562.394.706 

$558,595 

$284,883,410 

$156,274,358 
$39,198,860 

$19,942,169 
$3,356,900 
$5,797,266 

$16,985,253 
$73,651,645 

$3,599,342 
$11,308,713 

$4,013,146 

$3,525,610 
$1,638,019 
$6,044,846 
$2,966,862 

$13,650,694 
$5,366,245 

$15,239,476 
$20,272,374 

$1,515,167 
$573,307 

$5,105,846 
$2,457,028 
$1,494,180 

$16,380,188 
$2,448,838 
$3,929,023 

$14,111,555 
$5,553,692 

$23,956,025 

$0 
$0 

$36,951,488 

$517.308.116 

26.9% 
6.8% 

4.2% 
0.7% 
1.2% 

3.6% 
15.5% 
0.8% 
2.4% 
0.8% 

0.7% 
0.3% 
1.3% 
0.6% 
2.9% 
1.1% 
3.2% 
4.3% 
0.3% 
0.1% 
1.1% 
0.5% 
0.3% 
3.4% 
0.5% 

. 0.8% 
3.0% 
1.2% 
5.0% 

0.0% 
0.0% 

6.4% 



i.e. Turbines 

ity 

$347,838,994 

$156,274,358 
$39,198,860 

$24,349,133 
$4,098,732 
$7,078,387 

$20,738,776 
$89,927,715 

$4,394,750 
$13,807,794 

$4,900,000 

$4,304,725 
$2,000,000 
$7,380,680 
$3,622,500 

$16,667,323 
$6,552,116 

$18,607,205 
$24,752,309 

$1,850,000 
$700,000 

$6,234,172 
$3,000,000 
$1,824,375 

$20,000,000 
$2,990,000 
$4,797,287 

$17,230,028 
$6,780,987 

$29,250,000 

$0 
$0 

$36,951,488 

$580,263.700 

$180,000 /MW used for Major Turbines (out of $827) 
$155,405 /MW used for Major Turbines (out of$714) 

Assumption for information gathering 

Other documents (144.9US @1.08CAD/US) 
MPS firm price (36.295US @ 1.0BCAD/US) 

Schedule C- although Capex Presentation is $18,315,554 
Capex Presentation 
Capex Presentation 

Schedule C- although Capex Presentation provides $18,315,554 
Schedule C- although Capex Presentation says this is $106,333,140 
Schedule C 
Capex Presentation 
Capex Presentation 

Capex Presentation 
Schedule C and Capex Presentation 
Schedule C- although Capex Presentation provides a $10.1M as 'Other' 
Schedule C- although Capex Presentation provides a $1 0.1M as 'Other' 
Capex Presentation -although Schedule C says $9,372,568 · 
Schedule C- although Capex Presentation lumps Risk & Contingency into $26M 
Schedule C- although Capex Presentation lumps Risk & COntingency into $26M 
Capex Presentation 
Schedule C 
Schedule C 
Schedule C 
Schedule C 
Schedule C 
Schedule C 
Schedule C 
Capex Presentation 
Capex Presentation 
Capex Presentation 
Schedule C- although Capex Presentation says this is $31,679,274 

Pass through to the OPA 
Pass through to the OPA 

TCE Letter to Deborah dated February 28 



. Equity) 

~ ~.~ 
~:os DeO 

~ept/ Capital 

Cost of Capital ' 

Cost of Equity: Dividend Discount Model 
AfterTax Cost of Debt 
Cost of Equity 

4.97% 
10.48% 

Assumptions for NRR Sheet 
Contract Capacity 
Fixed OperaUng Expenses 
GD&M Costs 
Plug for NRR 
Inflation (CPI) 
Cost of Capital 

"Wc:;Ac:C"C"--------------------7:.:·::;39:::3:.:'!.::Jo <-Probably the best evaluated Cost of Capital 

Comparable Companies to calculate Beta 

Capital Power 
Transalta 

Enbridge Energy 
Duke Energy 

Edison International 
Brookfield Asset 

Ameresco 
A teo 

Average 

I 

Weighting of similarities 
6 
24 
24 
16 
12 
6 
6 
6 

100 

Beta 
3.798 
0.792 
0.785 
0.405 
0.607 
1.138 
3.73 

0.374 
1.05852 

510 MWs 
$18,000,000 Per year 
$10,350,000 Per year 

$6,000 !MW-Month 
2% Per year 

5.25% 



Year of Cash Flows 
Capex Cash Flows 
Cash Flow 1-20 Years 
Cash Flow 21-30 Years 

Int. Rate (1-20 Years) . 
Int. Rate (21-30 Years) 

.Cash Flow Capex PV 
Cash Flow 1-20 Years 
Cash Flow 21-30 Years 

Total NPV 

Interest Rate 
Adjustment for Years 1 

to 20 

5.25% 
5.25% 

-1003.1 
1265.4 
241.0 

503.3 

7/1/2009, 
-0.01550316 

0 
. 0 

9/30/2009 12/31/2009 
-3.871688225 -28.82237 

0 0 
0 0 

4/1/2010 7/1/2010 .. 
-25.9224611 -99.1934901 

o o· 
0 0. 

. 9/30/2010 
~65.11064744 

0 
0 

12/31/2010 
-67.43611025 

0 
0 

4/1/2011 
c56.210582 

0 
0 

. 7/1/2011' 
-74.614052 

0 
0 

9/30/2011 
-189.0541682 

0 
0 

12/31/2011 
-86.28329853 

0 
0 

4/112012 
-69.175065 

0 
0 

7/1/2012 
-60.47.10343 

0 
0 



9/30/2012 . 
-67.26490981 

0 
0 

12/31/2012 
-62.92485801 

0 
0 

4/1/2013. 
-53.6611 

0 
0 

7/1/2013' 9130/2013 fti/f!fi#li'AW 7/1/2014 · 7/1/201!! 7/1/2016 7/1/2017 7/1/2018 7i1/2019 7/1/2020 7/1/2021 -7/1/2022 7/1/2023 7/1/2024 7/1/2025 7/1/2.026 7/1/2027 7/1/2028 
-60.0187 -62.8779 . . . 

0 0 31.74321 142.7476 138.4238. 133.0329 130.3265 126.8936 123.772 123.5552 124.8961 120.9478 122.2195 121.5856 122.2289 109.4013 118.278 118.9483 
0 0 9 0 0 0 ' 0 0 0 0 0 0 0 D 0 . 0 0 0 



7/1/20i9 7/1/2030 7/1/2031 7/1/2032. 7/1/2033 7/1/2034 7/1/2035 7/1/2036 7/1/2037 7/1/2038 7/1/2039 7/1/2040 7/1/2041 7/1/2042 7/1/2043 7/1/2044_ 

117.6566 118.6529 118.2964 121.3972 94.4369 
o o o a· o 98.01242 . 97.88653 97.79083 97.722 97.67718 97.65386 97.64989 97.66338 121.8196 202.2735 o 



NRR Bujld.\lp. Rosell 20 TCf C3P"! 

Ccnm.r:t Capa<:ity · 
Ccnm.r:tTemi 
Capex 
fhed O&M' 
GD&M 
CcstcfCal>ltal 
Payment of Cap~ 

Interest During Construction 
Year • 
Accumulaled Cape:( 
Interest Payments 
Tctat Ac_=umalated Interest 
Pavment c!IOC 

OGS Portion of NRR 
NPV cf OGS {as dalmed by TCE\ 
l'mt cf NPV over the tenn 

Prinr;lpal RemaininA 
Payment 
lnterestPortiOil 
Principal Rt!pllymenl 
IOC Payment Portion cl NRR 
OGS Portion a! NRR 

NPV of Interest Pmt 
NPV of OGS Value 

NRRBuild-Up 
CapexNRR 
FixedOpexNRR 
GD&M NRR 
othMNRR . 
IOCNRR 
OGSNPVNRR 
Tci~INRR 

NRR Escalation 

c" 
Esc:alatlcn 

CapexNRR 
GD&MNRR 
OpexNRR 
OGSNPVNRR 
Rem.alni"'l NRR 
Remalnln~ NRR without Escalation 

NRR Value Dlrreren<:e 
NPV of NRR Value Oillerence 

NPV of Value difference In Escalation 

$17.000 

""'"' $JJ;,OOO 

"'""' '""" $14,500 

$1'1,000 

$13,500 , .. ~ 
$12.500 T 
SWliXl + 

510 !liN's 
25 v~ars 

5530.263,700 CAD 
$16,000,000 CAD/year 
$10,350,000 CAD/vea.r 

"""' !42,208,763 

" $193,421,:<$3 
510.154,615 
$60,927,689 
$4,431,920 

$375,122,952 
$27.2!!6,690 

" $580,263,700 

'" '" .. -
"' '" 

$301.287,012 
!.375,122,952 

$6,897 

"-51,691 

' $3136,842,457 
S20,309,230 

' 5580,263,700 
$42,208,763 
530,463,844 
$11,744,919 
!4,431.920 

$27,286,690 

SO -=-PIUA 

"" 5<1,459 
$16,712.0 

2.00% ,,. 
' $167 

$16,879 
$6,897 
$1,691 

'"" !4,459 
$891 
•m 

'"' 51,022,774 

$196,355,092 

""' 

, 
5580,263,700 
530,463,844 

, 
$566,518,781 
!42,208,763 
$29,847,236 
512.381,527 
$4,431,920 

$27,296,690 

' • 5556,157,255 $543,146,748 
$42,208,763 542.208,763 
$29,198,256 $28,515,204 
513,010,507 - 513,693,559 
$4,431,920 !4,431,920 

$27,2136,690 527,2136,690 

' ' $529,4~.189 $515,040,719 
542,208,763 542.208,763 
$27,796,292 527,039,638 
514,412,470 $15,169,125 
54,431,920 $4,431,920 

$:27,286,690 52?,286,6BO 

' !499,871,594 
!42.208,763 
526,243,259 
$15,965,504 
54,431,920 

$27,:<.86,690 

8 9 16 11 12 13 14 15 16 17 18 19 20 21 22 23 24 25 
5483,906,089 5467,102,396 5449,416,509 $430,802.113 5411,210,461 5390,590,248 $368,887,473 $346,045,303 $322,003,918 $2!!6,700,361 $270,068,367 S242,1l38,194 $212,536,436 5181,485,838 $148,805,080 $114,408,583 578.205,271 !40,103,336 
542,208,763 $42,208,763 $42,208,763 $42,208,763 S42,20S,753 $~2,208,763 !42,:208.763 $42,208,763 $42,:208,763 $42.208,763 $42,208,763 542.206,763 $4:2,208,763 $42,208,763 $42,208,763 $42,2()8,763 $42,208,763 $42,208,763 
525,405,070 $24,522,876 $23,594,367 $22,617,111 $21,588,549 $20,505,988 519,366,592 518,197,378 516,9"05,206 $15,576,769 $14,178,589 512,707,005 511.158,163 $9,528,006 $7,812,267 $6,005,451 $4,105,829 $2,105.425 
516,803,693 $17,685,687 $16.614,396 519,591,652 "$20,620.214 $:21,702,775 $22,842,170 $24,041,384"" 525,303,557 $26,631.994 S2B.030,174 $29,501,758 $31,050,600 532,680,756 $34,396,496 $36,202.312 $36,102,934 !40,103,338 
54,431,920 $4,431,920 $4,431,920 $4,431,920 $4,431.920 $4,431,920 $4,431,920 $4,431,920 $4,431,920 $4,431,920 $4,-431,920 $4,431.920 $4,431,920 $4,431,920 $4,431,920 $4,431,920 £4,431,920 !4,431,9:20 

$27,:<.86,690 $27,286,690 $'27,286,690 $:<.7,:<.136,&510 $27,286,&510 527,286,690 S27.2SMSIO $27,266.690 527,286,690 $27,:286,690 $27,286,690 $27,286,690 527,296,590 $27,:285,690 $27,286,690 !27,286,690 $27,286,690 $27,286,690 

" '" 
'" 

• 2 3 4 s 6 7 a 9 10 11 1:<. 13 t4 15 16 11 18 19 20 21 22 23 24 25 26 21 2B 29 30 
5169 !170 $1n $174 5178 5177 $179 $181 5183 $165 $186 5188 $190 $192 $194 5196 5198 $200 $202 5204 $205 $208 $210 $212 5214 $216 $:219 S221 5223 

517,048 $17,218 $17,391 517,584 $17,740 $17,918 $18,097 $18,:<.78 $18,460 $18,645 $18,831 519,020 519,210 519.~02 $19,596 $19,792 519,990 520.190 $20,392 $:20,596 520,802 $21,010 $21,220 $21,432 $21,646 $21,863 522,081' $22,302 $22,525 
$6,897 $6,697 $6,597 $6,897 $5,897 $6,897 56,897 $6,897 56,897 56,897 $6,897 $6,897 $6,897 $6,897 56.697 $6,897 $6,897 $6,897 S5,S97 $6,897 !6,897 $6,697 $6,897 56,897 56,897 $6,897 $6,897 56,897 !6,897 
51,691 $1,891 $1,691 $1,691 51,691 51,691 $1,691 51,691 51,691 !1,691 51.691 51,591 $1,691 $1,691 51,691 51,691 $1,691 $1,691 $1,691 51,691 $1,691 $1,691 $1,691 $1,691 51,691 $1,691 $1,691 51,691 $1,691 
$2,941 $2,941 $2,941 52,941 $2,9<11 $2,941 $2,941 $2,941 $2,941 $2,941 $2,9<11 $2,941 $2,941 $2,941 $2,941 $2,941 52.941 $2,941 $2,9<11 $:2,941 $2,9<11 $2,941 52,941 • $2,941, $2,941 $2,941 $2,941 $2,941 52,941 
$4,459 S4.459 54,459 $4,459 S4,459 $4,459 $4,459 54,459 $4,459 $4,459 !4,459 $4,459 S4,459 54,459 $4,459 $4,459 54,459 $4,459 $4,459 $4,459 54,459 $-4,459 $4,459 ' S4,459 $4,459 $4,459 S4,459 $4,459 $4,459 
51.050 51,231 51,403 51.577 51.752 51,930 s2.1o9 S2,29G S2,473 52,557 52.844 53,03:<. $3,222 $3,414·· 53.60B 53.804 S4.o02 54,202: S4,404 54.608 $4,814 ss,022 sS.232 S5,444 ss,558 55.875 56,094 56,314 56,537 

S724 srn 5724 S724 sn4 5724 5724 S724 $724 sn4 5724 5n4 5n4 s724 sn4 !724 5724 sn4 sn4 sn4 5n4 S724 5724 S724 5724 sn4 sn4 sn4 5724 

$338 $505 $679 5852 51,026 51.206 51,365 $1,566 51,748 51,933 $2,119 $2,308 $2,498 $2,690 $2,884 $3,080 $3,:278 $3,478 53,680 $3,864 $4,090 $-4,298 54,508 !4,720 $4,934 55,151 $5,369 55,590 $5,613 
$2,055,775 $3,099,107 S4,152,871 $5,217,174 $6,292,119 $7,377,814 58,474,366 $9,581,884 510,700,476 $11,830,255 512,971,331 114,123.818 515.287,830 $16,463,462 $17,650,890 . 518,850,173 520,061,449 521,284,837 .$22.520,459 $23,768,437 525.028.895 $26,301,958 $27,587,751 S2M86.402 $30,198,040 ######## 11ft###### ######## ##ftll###ll. 

"""' ,@.. """' """' ,@ .. 
i <$'¥ .:/'' ._,..._<0" ._,,_;"'' ._,tJ'' P\'(S.25'Jii&9'lio) $16,1,.61 572,177,316 $110,104,726 $149,322,037 1189,879,79~~ 
L-------------------rn;,;;-0:: ""{5.25%&.10%\ $15,133 567,585,570 5103,100,129 $139,822,529 5177,900,097 

OGS N~ ~.~9% &8~) • . . 51_3.7~9 $61,629,570 $94,014,398 $127,500,624 $162,131,407 
OGSNPV1t.39%&9%). · . $1~,4~ 560.212.233 591,652.285 5124.568.407. 5158,402,752 

Value of Escalation - CPI at 2% & Fixed K-W Ca of 517M 
Escalation cl NRR 

20% 30% 40% SO% Ditr bet 20 & 50% 
OGS NPV{5.25% & 8%\ $15,884 $70,939,366 $108,216,254 $146,760,938 5186,623,066 $115,663,700 
OGS NPV {5 25% & 9%\ 515,569 569,532,&oi6 5106,070,347 5143,850,685 5182,922,351 $113,389,704 

OGS NPV (5.2fi'llo & 10%\ 514,541 $54,940,900 $99,065,750 $134,351,177 $170,842,657 $105,901,757 
OGS NPV (7.39% & 8%} 513,207 S58,91l4,900 5!19,980,019 5122.029,273 5155,173,967 596,169,057 
OGS NPV (7.39% & 9%) $12,890 $57,567,563 $87,817,906 $119.097,055 $151,445,321 $93,877,758 



NRR BuDd-Up. Based on T~E Cap ex 

·· ·con!ract Capacity 
contract Term 
capex ' 
FixedO&M 
GO&!-' 
CostofCapltal 
Paymen( of Capex 

,, 

Interest During ConstruCtloh 
Yeilr 
Accumulated Capex 
Interest Payments 
Total A~cumalated Interest 
Payment of IDC 

OGS Portion of NRR 
NPV of OGS (as claimed by TCE) 
Pmt of NPV ovE.r the term 

Principal Remaining, 
Payment 
Interest-Portion 
Prinl;ipal Repayment 
IDC Payment Portion of JllRR 
OGS Portion of NRR 

NPV of Interest Pmt 
NPV of OGS Value 

NRRBW!d..Up 
CapexNRR 
FIXE!dOpexNRR 
GD&MfliRR 
OtherNRR 
tDCNRR 
OGSNPVNRR 
Total NRR 

NRR Escalal!on 
CPI 
Escalation 

CapexNRR. 
GD&MNRR 
OpexNRR 
OGSNPVNRR 
Remaining f'JRR 
Remaining NRR without Escalation 

NRR Value Difference 
NPV of NRR Value Difference 

NPVofValue difference in Escalation 

·~.., 

511J MW'5 
20 years 

$561J,263,700. CAQ 
$16,000,000 CAOJyear 
$10,3SO,OIJIJ PAOI'/ear 

-5.250% 
$47,553,935 

0 
$193,421,233 

$10,154,615 
$60,927,669 

$4,993,163 

$375,122,952 
$30,742,162 

0 
$580,263,700 

$0 

"' $0 
$0 
$0 

$255,511,381 
$375,122,952 

$1,770 
$2,941 
$1,691 

1 
$386,842,467 
$20,309,230 

1 
$580,263,700 

$47,553,935 
$~0,463,844 
$17,090,091 
$4,99~,16~ 

$30,742,182 

$0 <-Plug 
$816 

$5,023 
$18,241.7 

200% 
SO% 

1 
$182 

.$18,424 
$7,770 
$1,691 
$2,941 
$5,023 

$998 
$816 

$182 
$1,116,393 

$214,328,356 

$18,000 t-*"'="'1;:;::---------
$17,000 ... ~ 

·~·'""' '-.,._~ 
$15,000 ~:'i'!:::::::::~c-
$14,000 ..... 

$13,000' 

$12,000 -!------------
"""" ..... ..,t ·"'"" , ... .p"'' ._,..,!§>· ...... ~ .,.:t-"'' .,4'· 

-.___,__ 

2 
$580,263,700 

$30,463,844 

2 
5563,173,609 

$47,553,935-
$29,566,614 
517,987,321 
$4,993,163 

$30,742,182 

2 
$184 

$18,608 
S7,VO 
$1,691 
$2,941 
$5,023 
$1,183 

$818 

$397 
$2,243,950 

' $545,186,2a9 
$47,553,935 
$28,622,280 
$18,93l,655 

$4,993,163 
$30,742,182 

' $186 
$18,794 

$7,770 
$1,691 
$2,941 • 
55,023 
$1,369 

'"' 
"" $3,382,782 

• $528,254,634 
$47,553,935 
$27,628,368 
$19,925,587 
$4,993,163 

$30,742,182 

• $188 
$18,982 
$7,770 
$1,691 
$2,941 
$5,023 
$1,557 

$816 

$741 
$4,533,002 

5 
$506,329,067 
$47,553,935 
$26,582,276 
$2Cl,971,659 
$4,993,163 

$30,742,182 

5 
$190 

$19,172 
$7,770 
$1,691 
$2,941 
$5,023 
$1,746 

$816 

,.,, 
$5,694,725 

' $485,357,408 
$47,553,935 
$25,481,264 
$22,072,671 

$4,993,163 
$30,742,182 

' $192 
$19,354 

$7,770 
$1,691 
$2,941 
$5,023 
$1,938 

$816 

$1,122 
$6,868,065 

7 
$463,284,737 
. $47,553,935 
$24,322,449 
$23,231,486 

$4,993,163 
530,742,182 

7 
$194 

$19,558 
$7,770 
$1,691 
$2,941 
$5,023 
$2,132 

$816 

$1,316 
$8,053,139 

-, 

8 ' to 11 12 " " 15 " 17 18 19 20 
$440,053,250 $415,602,111 $389,867,287 $382,781,384 $334,273,472 $304,268,894 $272,689,076 $239,451,318 $204,468,577 $167,649,242 $128,896,892 $88,110,044 $45,181,886 
$47,553,9~5 $47,553,935 $47,553,935 $47,553,935 $47,553,935 • $47,553,935 $47,553,935 $47,553,935 $47,553,935 $47,553,935 $47,553,935. $47,553,935-$47,553,935 
$23,102,796 $21,819,111 $20,468,033 $19,046,{)23 $17,549,357 $15,974,117 $14,316,176 $12,571,194 $10,734,600 $8,801,585 $6,767,097 $4,625,777 $2,372,049 

$24,451,139 $25,734,824 527,085,902 $28,507,912 $30,004,578 531,579,818 $33,237,759 534;982,741 $36,819,335 $38,752,350 $4Cl,7a6,B48 $42,928,158 $45,181,888 
$4,993,163 $4,993,183 $4,993,163 $4,993,163 $4,993,163 $4,993,163 $4,993,163' $4,993,163 $4,993,153 $4,993,163 $4,993,163 $4,993,163 $4,993,163 

$30,742,182 $30,742,182 $30,742,182 530,742,182 $30,742,182 $30,742,182 $30,742,182 $30,742,182 $30,742,182 $30,742,182 $30,742,182 $30,742,182 $30,742,182 

$196 
$19,753 

$7,770 
$1,691 
$2,941 
$5,023 
$2,327 

$816 

9 
$198 

$19,951 
$7,770 
$1,691 
$2,941 
$5,023 
$2,525 

$818 

to 
5200 

$20,150 
$1,710 
$1,691 
$2,941 
$5,023 
$2,724 

$816 

11 
$202 

$20,352 
$7,770 
$1,891 
$2,941 
$5,023 
$2,926 

$816 

12 

"" $20,555 
$7,770 
$1,691 • 
$2,941 
$5,023 
$3,129 

$816 

" $206 
$20,781 

$7,770 
$1,691 
$2,941 
$5,023 
$3,335 

$818 

" $208 
$20,968 

$7,770 
$1,891 
$2,941 
$5,023 
$3,543 

$816 

15 
$210 

$21,178 
57,770 
$1,691 
$2,941 
$5,023 
$3,752 

5816 

16 
$212 

$21,390 
$7,770 
$1,691 
$2,941 
$5,023 

'$3,964 
5816 

17 
- $214 

$21,604 
$7,770 
$1,691 
$2,941 
$5,023 
$4,178 

5816 

18 
5216 

$21,820 
$7,770 
$1,691 
$2,941 
$5,023 
$4,394 

$816 

19 
$218 

$22,038 
$7,770 
$1,691 
$2,941 

• $5,023 
$4,612 

$816 

20 
,,20 

$22,258 
$7,770 
$1,691 
$2,941 
$5,023 

"·""' $816 

21 
$0 

$0 

·21 
$22> 

$22,481 
$7,770 
$1,691 
$2,941 
$5,023 
$5,055 

$818 

22 
$225 

$22,706 
$7,770 
$1,691 
$2,941 

"·"" $5,280 
$816 

" $227 
$22,933 

fil,710 
$1,691 
$2,941 
$5,023 
$5,507 

$816 

24 
$229 

$23,162 
$7,770 
$1,691 
$2,941 
$5,023 
$5,736 

$816 

25 
$232 

$23,394. 
$7,770 
$1,691 
$2,941 
$5,023 
$5,968 

5816 

" "" $23,628 
$7,770 
$1,691 
$2,941 
$5,023 
56,202 

$816 

27 

"" $23,864 
$7,770 
$1,691 
$2,941 
$5,023 
$6,438 

$816 

28 
$239 

$24,103 
$7,770 
$1,691 
$2,941 
$5,023 
ss.m 

$816 

29 

"" $24,344 
$7,770 
$1,691 
$2:,941 
$5,023 
$6,918 

'"' 

30 

"" 524,587· 
$7,770 
$1,691 
$2,941 
$5,02!1 
$7,161 

$816 

$1,511 $1,709 $1,908 $2,110 $2,314 $2,519 $2,727 $2,936 $3,148 $3,362 $3,578 $3,796 $4,017 $4,239 $4,464 $4,691 $4,920 $5,152 $5,365 $5,522 $5,861 $6,102 $6,345 
$9,250,063 $10,458,956 $11,679,939 $12,913,131 $14,158,655 515,416,634 $16,687,194 $17,970,458 $19,266,556 $20,575,614 $21,897,763 $23,233,134 $24,581,858 ######## ######## ~ ######## ########- ######## ######## ##11#11### ######## ######## 

&50% 
$130,919,914 
$128,335,415 
$119,899,220 
$1(18,956,548 

&50% 
$126,00Cl,989 
$123-,476,490 
$115,040,295 
$104,097,623 
$101,493,619 
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NRR Build-Up- Based on TCE Cal>l!:t 

Contra~ Capa~ltv 
Corrtra~Term ,._ 
FT:teciO&M 
GO"' 
CostorCapJI:al 
Pavment of Capex 

Interest During Constru~6on 
Yo~ 

Accumulated CapeX 
Interest Payments 
Tota!Accumatated Interest 
Payment or IDC 

Ot;S Portion ofNRR 
NPV of OGS {as doimed bVTCEl 
Pmf~fNPV~theterm 

Principal Remainin~ 
Pavment 
Interest Portion 
Prir>c:ical Repayment 
ICC Payment Portion cf NRR 
OGS Portion of NRR 

NPV of Interest Pmt 
NPV or OGS Value 

NRRBuld-Up 
CBllexNRR 
FbcedOpexNRR 
GD&MNRR 
OlherNRR 
1DCNRR 
OGSNPVNRR 
TctaiNRR 

NRREsealation 

"' Escata~on 

CapexNRR 
GD&MNRR 
OpeXNRR 
OGSNPVNRR 
RemaininpNRR 
Remaininp NRR without Escalation 

NRR Value Dttference 
NPV of NRR Value Difference" 

NPV or Value cfrlference in Escalation 

510 INN's 
30 years 

$580,263.700 CAD 
$16.000,000 CADJvear 
510.350.000 CAD/vr>ar 

7.393% 
$46,S2Q,634 

0 
$193,421,233 

514.299.532 
$85.797,791 

57,169,076 

$375,122,9S2 
531.431.900 

0 
$580,263,700 

" " " " " 
5420,422,605 
5375,122,952 

' $3BS,542,467 
$28,599,21;4 

' $580,253,700 
546,620,834 
542.898,695 

$5.721.838 
S7,1SS,076 

$31.431,SOO 

$7,945 

"-'" $1,1i91 .... 
SO <-Piup 

$1.175 
S5,136 

518,667.,6 

2.00% 
50%' 

' $189 
$19,076 

$7,945 
$1,691 
$2.941 
$5,136 
$1,364 
$1,175 

, 
5580,28'3,700 

$42,898,895 

, 
5574.541.762 
S48.62M34 
S42.475,872 

56.144.961 
$7.189.076 

. $31.431.900 

, 
$191 

$19,267 
$7,945. 
$1,691 
$2.941 
$5,136 
$1,554 
$1,175 

' 5568,396,BIJ1 
$48,620,634 
$42,021,575 

$5,599.258 
S7,189,076 

$31,431,900 

' $193 
$19,4$0 

$7,945 
$1,691 
$2,941 
$5,1:;$ 
$1,747 
$1,175 

' $561,787.542 
S48,620,B34 
541.533,592 

$1,057,141 
$7,159,076 

$31_.431,900 

' $195 
519,654 

$7,945 
$1,691 

"'" 55,136 
$1,942 
$1,175 

' $554,710,401 
$48,620,834 
$41,009,740 
$7,611,094 
$7.169,076 

$31,4~1.900 

' '"7 $19.851 
57,945 
$1,591 
$2.941 
S5,130 
52.138 
$1,175 

' S547,0519.~oa 
545.620,834 
540,447,052 

$8,173,782 
$7,189,076 

531.431,900 

' $199 
$20,050 

$7,945 
$1,691 
S2,941 
$5,135 
52.337 
$1.175 

7 
$5:>8,925,526 

$48,620,834 
$39.542.764 

$8,778,069 
$7,189,076 

531,431,900 

7 

"'" $'20,250 
57.945 
$1,691 
$2,941 
$5,138 
$2,537 
$1,175 

• 5530.147,455 
$48,520,834 
$39,193,801 
59,427,032 
S7,189,076 

531,431.900 

• 
"'" $20,453 

S7,945 
$1,691 
$2,941 
$5,138 

"-"' $1,175. 

' 5520,720,424 
S48.620,B34 
536.496,861 
$10.1:23,973 

$7.169,076 
$31,431,900 

' 5205 
520,657 

57,945 
51,691 
$2,941 
$5,138 
$2,944 
$1,175 

'" 5510,596,452 
$46,620,634 
$37,746,398 
$10,872,439 

$7,169,076 
531,431,900 

'" '"7 $20,864 
S7,945 
$1,691 
$2.941 
55,136 
$3,151 
51,175 

" $499,724,014 
$48.520,834 
Sl$,944,596 
511,676,237 

57.189,076 
_531,431,900 

" 5209 
$21,072 

57,945 
$1,6ll1 
$2,941 
55,138 
S3,359 
$1,175 

12 . 13 14 
S488,047,776 11#11#11###1## ##~!####### 

$48,620,834 $48,620,834 $46,620,834 
536,0~1.372 535,154.3:!0 534.1$8,751 
$12.5~9.451 $13,466,504 514.452.082 

57,189,076 $7,169,076 $7.189,076 
$31,431,900 531.4~1.900 531,431,900 

" $211 
$21.283 

$7,945 
51,691 
52,941 
55,136 
$3,570 
$1,175 

" $213 
$21,496 
$7,945 
51.691 
$2,941 
$5,136 
$3,783 
$1,175 

" '"' 521.711 
57.945 
51.591 
52.941 
55.136 
53,998 ' 
51:175 

" -548,620,834 
~3,089,569 
$15,531,264 
S7,189,078 

$31.431,900 

" S217 
$21,926 

57,945 
$1,691 
$2,941 
$5,136 
$4,215 
$1,175 

16 17 16 19 20 21.22 23 24 25 26 27 28 29 30 
###~~###~:## ttt:l##!##### ########## ll###ltlt#### 5357.560,417 $335,374,025 $311,547,393 $285.959,258 $258A79,3S3 13228.967,941 5187,274,707 5163,238.392 #####~##tit# $87.430,819 545,273,746 
$48,620,834 $48,620.834 $46,620,834 $48,620,834 548,620,834 $48,620,834 548,620,834 $48,620,834 $48,620,834 $48.620.834 $48.620,834 548.620,834 546.620,834 548,620,8~4 546,620,834 
$31,941,343 530,708.226 529,363,949 $27,961.766 $26,434.4<:2 524,794,202 523,032.699 S21,140,968 519,109,362 516,927.600 $14,584,519 $12,068.214 $9,365,879 $6,463,760 S3,347,08B 
515,578,491 $17.912.605 $19,236,854 $20,659,067 522,186,392 $23,B2G,S32 $25,568,135 S27.479,81i6 $29,511.452 $31,693,234 $34,036,315 536,552,619$39,254,954$42.157,073 545,273.746 

$7,189,076 $7,189,076 S7,169,07t; $7,189,076 S7,189,076 57,189,076 S7,169,076 $7,189,076 - $7.169,076 $7,169,076 $7,189.076 57,189,076 S7;1B9,1l76 57.169,076 57,189.076 
$31,431,900 $31,431,900 $31,431,900 $31,431.900 531,431.9_00 531,431,900 $31,431,900 $31,431,900 '5~1.431.900 531,431,900 $31.431.900 $31,431,900 531,431,900 $31.431.900 $31,431,900 

" ''" $22,147 
S7.945 
$1,691 
$2,941 
$5,136 
$4,434 
$1,175 

" "'' $22,369 
$7.945 
51,691 
$2,941 
$5,136 
54,656 
51,175 

" "" 522,592 
$7,945 
51,691 
52.941 
$5,1:;$ 
$4,879 
51.175 

" ''" $22,618 
57,945 
51,691 
$2.941 
55,136 
55,105 
51,175 

'" "" $23,048 
$7,945 
$1,691 
$2,941 
$5,135 
$5,334 
$1.175 

" $230 

"'·"' S7,945 
51.691 
$2,941 
$5,136 
$5,564 
51,175 

" "'' 523.510 
57,945 
51.691 
$2.941 
$5,136 
$5,797 
51,175 

" "'' '$23,745 
S7.945 
$1,691 
$2.941 

. $5,136 
$6,032 
51,175 

" m7 
$23.962 

57.945 
S1.691 
$2.941 
$5,136 
$6,269 
51,175 

" "" """' $7,945 
$1,691 
$2,941 
$5,136 
$6,509 
$1.175 

" $242 
524,454 

57.945 
$1,691 
$2,941 
$5,136 
$5,751 
$1,175 

" $245 
$24,709 

$7,945 
51,691 

"-'" 55,136 
$8,996 
$1,175 

" "'' $24,956 

"·"' $1,691 

"-'" S$,136 
$7,243 
$1,175 

" "'" 525.205 
$7,945 
$1.69'1 
$2,941 
$5,136 
57.493 
$1,175 

" "'' $25.458 
S7,945 
$1,691 
$2,941 
S$,136 
$7,745" 
$1,175 

$189 
$1,155,918 ~" 

$2.323.395 "" "" .. ~ 
S5,8a5,344 

S1,162 S1,362 51.565 S1.769 .$1,876 52.185 52.395 $2,608 52.623 53,040 $3,260 53,461 $3,705 , $3,931 $4.159 54,389 $4,622' $4,557 55,095 $5,334 $5,577 ~5.821 $5,0B;8 56,310 $6,STO 
$7,111.226 58,338,256 $9,577,557 $10,82!1~50 $12,093,461 513,370,314 $14,659,935 515,962,452 517,277,995 $18.600,693 519,948,678 $21,304,083 $22,673.042 $24,055,690 $25.452.165 526,862,605 526,287.149 $29,725,939 S31,179,116 $32,646,826 534,129,212 $35,626,422 537.138,604 $38.665,909 $40,20B,486 

5156.982.612 

5M02.SJI7 $4,533,491 

SS7:a61:5ii9 Saa:1Sr:m ii1i41il:368 S151.s54.415 
550,111,639 578,350.263 $103,416,751 5131,342.087 
548,952,415 S74.SB4.o65 S101.024.428 5126.303.m 

Value of Escalation • CPJ at2% & F K-W capex of 562M 
Esc:alali:m orNRR 

20% 30% 40% 50% Dill" bet 20 & SO% 
OGS NPV (5.25% & 8%) \t ···.;,._ 5f!I,OOS $58,998,543 $8S,B90.379 S121.756,895 $154.634,569 $95,636,026 
OGS NPV (5.25% & 9%) ~;.-;~(>~:5~8,24~ $57.848,002 SBB,137,411 $119.362.493 5151,619.014 $93,771,011 

OGS NPV(5.25% & 10%) \~.:+'',;'i,bte~ · $56,9711986 $86,801,186 $117.572.571 5149,320,353 $92.349,377 
OGS NPV {7,39% &8%J.,,:~.:.:.·,:.'-~J5~i $49.221,116 $74,993,458 $101.578,954 $129,008,035 579,786,919 
oas NPV 17.39% & 9%J '.•.>':o\~-'~--~-1-~1~6;. 548.061,.@91_ 573.227.261 5!1!1.1BS,632 5125,959,721 577,907,829 

S91.993,751 
$90,128.736 
$88,707.103 
576,144,544 
$74,265,554 

7 

" '" 
" 



NBB Bultd-Up- Based on TCF Capel( 

Contract Capacity 
Contract Term 

'·~ F""u:e<IO&M 
GO&M 
Costolcapilal 
Payment of Capex 

Interest During Constru~llon 
Year.· 
Acc:umuJated capex 
Interest Payments 
Total Ac:c:umaJated Interest 
Payment ollOC 

OGS Portion of NBR 
NPV of OGS-{as claimed by TCE) 
Pmt of NPV over the term 

Principal Remaining 
Payment 
lnlerest Portion 
Principal Repayment 
IDC Payment Portion of NBB 
O_GS Portion of NBR 

NPV of Interest Pmt 
NPV of OGS Value 

NBRBund • .lJp 
CapexNRB 
Fbced Opex NBR 
GD&MNRR 
OlherNBR 
IDC NRB 
OGSN!;IVNRR 
Tota!NBR 

NRR EscalaUon 

"' Escalation 

CapexNRR 
GD&MNRR 
OpexNBR 
OGSNPVNRR 
Remaining NRR 
Rem.iiining NRR witllout Escatatfon 

NRR Value Difference 
NPV of NRR Value Difference 

• NPV of Valu"e difference in Escalation 

510 MWs 
. 25 years 

$560,263,700 C/JD. 
$18,000,000 CAO/year 
$10,350,000 CAD/year 

7,393% 
$51,568,160 

0 
$193,421,233 
$14.299,632 
$85,797,791 
$7,624,868 

$375,122,952 
$33.337,258 

0 
$580,263,700 

" " " " " 
S378,.i52,014 
$375,122,952 

58,426 
$2,941 
S1,691 

' $386,13<12,467 
528,5!!9,254 

' 5580,263,700 
551,568,160 
$42,898,895 
58,569,265 
57,624,868 

533,337,258 

SO <-Plug 
5!,246 
$5,447 

$19,751.7 

2.00% 
50% 

' $198 
$19,949 
$8,426 
$1_.691 
$2,941 
55,447 
$1,443 
51,246 

$198 
51,208,803 

s164,164,n2 

, 
$580,263,700 
$42,898,895 

, 
5571,594,435 
$51,556,16() 
$42,257,977 
$9,310,184 
$7,624,868 

533,337.~58 

' $562,284,251 
$51,566,150 
$41,589,675 
59,99<1,486 
57,624.856 

$33,337,258 

4 
$552,285,766 
$51,568,160 
$40,830,487 
$10,737,674 
$7,624,868 

$33,337,258 

' SS41,54B,O!l2 
S51,568, 1&1 
540,036,650 
$11,531,510 

57,624,868 
$33,337,258 

-· 

' 5530,016,582 
$51,568,160 

. $39,184,126 
512,384,034 

57,624,868 
$~3,337,258 

7 
$517,632,548 
$51,569,1&1 
$38,268,574 
$13,299,586. 
$7,624,868 

$33,337,268 

' $504,332,962 
551,568.160 
$37,285.335 
$14,282,824 
$7,624,869 

$33,337,258 

' " S490,0SC.137 $474,711,384 
S51,568.16C !51,568,180 
$36,229,407 $35,095,413 
$15,338.754 $16,472,748 
$7,624.868 $7,624,868 

533,337,258 $33,337.258 

" $458,238,636 
551,558,160 
$33,877,562 
$17,690,578 
. 57.624,869 
$33,337,256 

' 

12 13 14 15 16 17 19 19 2() 21 22 23 24 25 
$440,549,058 $421,549,616 !401.146,619 $379,235,228 5355,703,928$330,432,959$303,293,707$274,148,051 5242,847,656 $209,233,223 5173,133,675 $134,365,287 $92;730,752 S48.018,1n 
$51,568,160 $51,568.160 551,568,16() $51,568,160 $51,558,160 $51,566,160 551,568,160 551,569,160 $51.568,160 $51,568,160 S51,568,16Q $51,565,160 $51,568,16() $51,566,160 
532,569.718 $31,165,163 S29,655,na s28.035,860 526.297,191 SZ4,42S.S09 522,422.504 520,267,765 517,953,727 515,458,612 S1_2,799,773 $9,933,626 S8.855,5B5 SJ.549,984 
518,998,442 S2C,402,997 $21,911,391 523,531,30() $25,270,959 $27,139,252 529,145,657 531,301),395· $33,614,433 $36,099,548 · S38,76B,368 541,534,535 544,712,576 548.018,177 

$7,624,868 $7,624,868 57,624,868 $7.624,968 $7,624,868. $7,624,868 • $7,624,8511 $7,624,868 $7,624,859 57,624.958 $7,624,968 $7,624,868 $7,624,868 S7,624,8611 
$33,337,258 $33,337,258-, 533,337,258 533,337,259 533,337,258 $33,337,258 533,337,258 $33,337.258 $33,337,258 $33,337,258 $33,337,258 $33,337,258 $33,337,258 533.337,258 

" so 

so 

2 3 4 5 6 7 8 9 10 11 . 12 13 14 15 16 17 18 19 2() 21 22 23 24 25 26 27 28 29 30 
$199 5201 5204 $206 5208 S210 $212 5214 $216 5218 $220 $223. 5225 $227 $229 $232 $234 $236 $239 $241 $243 5246 $248 5251 S253 $256 $2Sa S261 5264 

$2(),149 S20,350 52C,554 $20,759 $20.967 $21,176 521,388 521.602. $21,818 $22,036 $22,257 $22,479 522,704 522,931 523,160 S23,392 $23,626 $23.862 524,101 524,342 $24,565 524,831 $25,079 $25,330 525,583 525,839 $26,098 $26,359 526,622 
58,426 58,426 58,426 $8,426 $8,426 58,426 $8,426 $8.426 58,426 $8.426 $8,426 58,426 $9,426 $8,426 S8426 $8 426 58,426 $8,426 58,426 $9.426 58,426. $8,426 58,426 SB,426 56,426 $8,426 58,425 $8,426 $8,426 
:~·~~1 51,691 51,691 S1,591 S1,691 s:t,691 51,691 S1.691 51,691 $1.691 51,691 $1,691 51,691 51,591 s1:s91 u:691 51,891 51,691 51,691 S1,691 S1,691 S1,691 51,691 !1,691 S1,691 S1,691 S1.691 51,591 51,691 

' 1 52,941 52,941 52,941 $2,941 $2,941 $2,941 12.941 $2,941 $2,941 $2,941 $2,941 $2,941 $2,941 52,941 $2.941 52,941 52,941 52,941 $2,941 $2,941 $2,941 $2,941 $2,941 52,941 52,941 $2,941 52,941 52,941 
;~·::7 $5,447 S5,447 $5,447 $5,447 S5,447 $5,447 $5,447 $5,447 $5.447 $5,447 55.447 $5,447 55,447 $5,447 55.447 55,447 55,447 $5,447 55,447 55,447 $5,447 55,447 55,447 55,447 55,447 S5,447 S5,447 55,447 

, 3 51;844 52,048 52,253 $2,481 $2,671 52,962 $3,096 $3,312 $3;531 $3,751 $3973 54,198 $4,425 $4655 54886 S5,120 $5,356 S5,595 $5,836 $6,079 $5.325 $6,574 58,624 $7,078 $7,334 57,592 $7,853 $8,116 
S1,246 51,246 s1,246 51,248 S1,246 51,246 51,246 S1,248 st.24S 51,246 s1,246 s1:245 $1,248 51,246_ s1:245 s 1:245 S1,246 st,246 51,246 51.248 51,246 51,246 51,248 !1,246 51,246 51,246 S1,246 S1,246 S1,246 

5397 5598 S802 51,oo8 s1,215 51,425 S1,837 s1,aso s2,oo6 s2.285 52.505 52,728 S2.952 S3,179 53409 5:o,64o 53,874 54,111 54,349 S4,59o 54,834 55,079 S5,328 55,579 s5,932 sa,oa8 ss,34s sa,607 56,871 
52,429,694 $3,662,794 54,908,224 58,166,109 !7,436.573 $8,719,742 $10,015,742 $11,324,703 $12,646,752 513,9a2,1l23 515,33o,646 516,692,755 51 e,068,486 $1S,457,973 S2a,861:356 S22,ZTS.m $23,710,363 $25,156,270 $26.616,635 $28,091,604 $29,561,323 S31,QS5,939 $32,605,602 $34,140,460 $35,590,656 ###########!:####"############It### 

&>0% 
5101,520,943 

$99,542,873 
- $99,035,062 

$84,711,095 
562,716,087 

$99,969,909 
$98,011,840 
$96,504,028 
$83,180,051 
$81,187,053 

bet20&50% 
$9~126,845 

$94,148,775 
$92,640,964 
$79,316,987 
577,323,996 



NRR Bund.Up .eas'ert on Tef capn 

Contract Capacity 
Contract Term 
Capax 
Fixed O&M 
GO&M 
Cost Of Capital " 
PeymentofCapex 

IQterest During Construction 
Year 
Ae<::_umulate<:l Capax 
Interest Payments 
Total Aceumelated lr1terest 
PaymentoflDC 

OGS-Portion of NRR 
NPV of OGS (as daiJ'Tied by TCEJ 
Pmt of NPV g~r the term 

Principal Remaining 
Payment 
Interest Portion 
Principal Repayment 
IDC Payment Portion of NRR 
OGS Portion of NRR 

NPV of IntereSt Pml 
NPVofOGSValue 

NRR Build-Up 
CapexNRR 
Fixed Opex NRR 
GD&MNRR 
OtherNRR 
IOCNRR 
OGSNPVNAA 
TotaiNRR 

NRR Escalation 
cP1 
Escalation 

CapexNRR 
GD&MNRR. 
OpexNRR 
OGSNPVNRR 
Remaining NRR 
Remaining NRR without Escalation 

NRR Value Difference 
NPV of NRR Value D!lference 

NPVofValue difference in Escalation 

510 MWs 
20 years 

$560,263,700 CAD 
$18,000,00() CAO/year 
$10,3SO,OOQ CAOI'(ear 

' 7.393% 
$56,456,972 

0 
$193,421,233 
$14,299,632 
$85,797,791 

$8,347,728 

$375,122,952 
$~6,497,727 

0 
S580,263,700 

so 
so 
so 
$0 
so 

$327,769,088 • 
$375,122,952 

$9,225 
$2,941 
$1,691 

1 
$386,842,4.67 

$28,599,284 

1 
$580,263,700 

$55,456,972 
$42,898,895 
S13,5S$,077 
$8,347,728 

$36,497,727 

SO <-Plug 
$1,364 
$5,964 

$21,185.0 

2.00% 
SO% 

1 
$212 

$21,397 
$9,225 
$1,691 
$2,941 
$5,964 
$1,576 
$1,364 

2 
$560,263,700 
$42,898,895 

2 
$566,705,623 

$56,456,972 

~!~~:~:~~ 
$8.347,728 

$~6,497,727 

2 
5214 

$21,611 
59,225 
$1,691 
52,941 
$5,964 
$1,790 
$1,364 

' $552,145,197 
$56,456,972 
$40,820,094 
$15,636,878 
$8,347,728 

$36,497,727 

3 
$216 

$21,827 
$9;225 
$1,691 
$2,941 
$5,964 
52,006 
$1,364 

4 
$536,508,320 
$56,456,972 
$39,664,060 
$16.792,912 
$8,347,728 

$36,497,727 

4 
$218 

$22,045 
$9,225 
$1,691 
52,941 
$5,964 
$2,224. 
$1,384 

~ 

5 ' $519,715,407 . S501,6S0,99S 
S56,456,972 • 
$38,422,560 
518,0~4,412 
58,347,728 

$36,497,727 

5 
$220 

$22,266 
$9,225 
$1,691 
$2,941 
$5,964 
$2,445 
$1,364 

$56,456,972-
$37,089,276 
$19,367,698 
$6,347,728. 

$36,497,727 

' $223 
$22.,488 

$9,225 
$1,691 
$2.641 
$5,664 
$2,667 
$1,364' 

7 • $482,313,299 $461,513,749 
556,456,972 
$35,657,422 
$20,799,550 
58,347,728 

$36,497,727 

7 

"" $22,713 
59,225 
$1,691 
52,941 
$5,964 
$2,892· 
$1,364 

$56,456,972 
$34,119,711 
$22,337,261 
$8,347,728 

$36,497,727 

8 
$227 

$22,941l 
$9,225 
$1,691 
$2,941 
$5,964 
$3,119 
$1,364 

6 10 
$439,176,488 $415,187,833 
556,456,972 
532,468,318 
$23,9138,655 
$8,347,728 

$~6,497,727 

6 
$229 

$23,170 
$6,225 
$1,691 
$2,941 
$5,964 
$3,349 
$1,364 

$56,456,972 
530,694,837 
$25,762,135 
58,347,728 

$36,497,727 

10 
$232 

$23,401 
$9,225 
$1,691 
52.941 
$5,964 
$3,580 
$1,364 

11 12 13 14 15 16 17 18. 19 20 
$389,425,698 $361,758,967 $332,046,835 S300,136,086 $265,870,322 S229,0l'i9,143 $189,547,252 $147,103,508 $101,521,898 $52,570,440 

$56,456,972 S56:456,972 556,456,972 556,458,972 S56,456,972 $56,456,972 556,456,972 556,458,972 $56,456,972 $56,456,972 
$28,790,242 $26,744,840 $24,548,223 $22,189,209 $19,655,793 $16,935,082 $14,013,2213 $10,1375,362 $7,505,514 $3,8136,533 
527,868,730 S2S,712,1~2 $31,908,750 $34,267,764 $36,801,179 539,521,891 $42,443,744 $45,581,810 548,952,458 552,570,440 
$B,347,728. $8,347,728 $8,347,728 58,347,728 $8,347,728 $!1,347,728 $8,347,728 $!1,347,728 $8,347,728 58,347,728 

$36,497,727 $36,~97,727 $36,497,727 $36,497,727 $36,497,727 $36,497,727 $36,497,727 $35,497,727 $36,497,727 $36,497,727 

11 
$234 

523,535 
59,225 
$1,691 
52,941 
$5,964 
$3,814 
$1,384 

12 

"" $23.872 
$9,225 
$1,691 
$2,941 
$5,964 
S4.0S1 
$1,364 

13 
$239 

524,111 

""" $1,691 
52;941 
$5,964 
$4,290 
$1,364 

14 
$241 

$24,352 
$6,225 
$1,691 
52,941 
$5,964 
$4,531 
$1,364 

15 
$244 

524,595 
$9,225 
$1,691 
52,941 
$5,964 
$4,774 
51,364 

16 
$246 

524,841 
$9,225 
$1,691 
$2,941 

'"" $5,020 
$1,364 

17 

'"' $25,090 
$9,225 
$1,691 
52,941 
$5,984 
$5,269 
$1,364 

18 
.5251 

$25,340 

""" $1,691 
$2,941 
$5,964 
55,519 
$1,364 

18 

'"' $25,594' 
59,225 
51,691 
$2,941 
$5,964 
55,773 
$1,364 

20 
$256 

525,850 
. $9,225 
$1,691 
$2,941 
$5,964 
$5,029 
$1,364 

21 
-$0 

-SO 

•21 
$2513 

$26,108 
$9,225 
51,691 
$2,941 
$5,964 
$9,287 
$1,364 

22 
$261 

$26,369 
$6,225 
$1,691 
$2,941 
$5,964 
$6,548 
$1,364 

" "" $26,633 
$9,225 
$1,691 
$2,941 
$5,964 
$6,812 
$1,364 

24 
$266 

$26,899 
$9,225 
$1,691 
$2,941 
$5,964 
$7,078 
$1,364 

25 
$266 

$27,168 
$9,225 
$1,691 
$2,941 
55,964 
$7,347 
51,364 

25 
$272 

$27,440 
$9,225 
$1,691 ' 
$2,941 
$5,964 
$7,619 
51,364 

27 
$274 

527,714 
$9,225 
$1,691 
$2,941 
$5,964 
$7,a93 
$1,364 

" $277 
$27,992 

$9,225 
$1,691 
$2,941 
$5,964 
$6,171 
$1,364 

" $280 
$28,272 
$9,225 
$1,691 

~::!· 
$8,450 
$1,364 

·, 
$283 

$26,554 
$9,225 
$1,691 
$2,941 
55,964 
$8,733 
$1,364 

$212 '"' $542 "" $1,081 $1,303 
$7,976,237 

$1,528 $1,755 $1,985 $2,216 $2,450. $2,687 $2,925 • $3,167 $3,410 $3,656 $3,904 54,155 ~,409 $4,665 $4,923 $5,184 $5,448 $5,714 $5,983 58,255 $6,529 $6,807 $7,086 $7,389 
$9,352,523 $10,742,573 $12,148,523 $13,564,513 $14,996,682 $16,443,173 $17,904,129 $19,379,895 $20,870,016 "$22,375,240 $23,895,517 $25,430,900 $26,~81,831 $28,548,175 #/f####ff#- ######## ######## ########- ######## ######## ######## ######## ######## ######## $1,296,524 $2,606,014 $3,928,598 $5,264,408 $5,613,577 

$176,078,1l17 

I OGS NPV (7.39% &9%),•<:~:$1231:Hi0:000": · 517.178 $16,852 $16.030! 

Value of Escalation ·CPiat 2%& Ftxed K·W Ca e:r: of 58{)M• 
Escetaticn of NRR 

20% 30% 40.% 50% Diff bel20 & 50% 

o~i~N~~l~~~&~~m~;~.1~tt~fi FJ::E:~~ ~i::~H~! · m~:m~ ~lEj~~fci ~~E:!~:E~ 
OGS NPV (7.39% & 8%) ;/:>:;;~-;-·$1j~~J?3, $55,820,538 $85,048,360 $115,198,360 $146,305,051 $90,484,513 
OGS NPV (7.39% & 9%} >:-\>••;:-,,.,.,_$l7;17a; $54.474,484 $82,997,507 $112,420,471 S142.m,OS7 $88,302,573 

SO% 
$107,211,815 
$10l'i,b46,219 
$103,395,462 
$38,608,333 
$86,626,393 



Pltig for NRR Calculations 
NRRP!ug: sO 
Plug Delta'. $0 

$~80,263,700 

Capex (543M) +Sunk 
(37M)= -$580M 

$14,867 
$15,224 
$16,727 
$17,865 
$18,240 

$580,263,700 

$517,308,~16 

Cap ex (525M) + OGS ·capex (480~) + 
Sunk (37M)·= $562M Sunk (37M)= $517 

$14,602 • - ---
$14,960 

~~~:~~ c-" 

$17,976 

$517,308,1.16 

NRR Varian_ce with K-W Cap ex & OGS NPV. 30 Year Term 
K-WCapex 

5.25% & 8% =$375M 
5.25% & 9% = $348,5M 
. 5.25% & $0 =$262M" 
1.39% & B% = S149.BM 
7.39% & 9% =$123.1M 

$78,697,630 $120,051,306 

TCE Capex (543M) + 
OGS Sunk (37M)=.. 

$58 0M 
$15,744 
$15,454 
$14,508 
$13,281 
$12,989 

~0,263,700 

TCE 

High CERA Capex 
(525M) + OGS Sunk 
~ (37M)= $562M 

$15,528 
$15,238 
$14,292 
$13,065 
S12.n3 

$562,394,706 

$162,811,407 

Low CERA Capex 
(480M) + OGS Sunk 

(37M)= $517M 
$14,983 
$14,693 
$13,747 
$12,521 
$12,229 

$517,308,116 

~ • 

25YearTerm 
Capex (525MJ 
+OGSSunk 

{37M)= $562M 
$13,482 
$13,799 
$15,133 
$16,161 
$16,47_6 

Capex (4BOM) + 
Su(lk(37M)= 

$517M 
$12,890 
$13,207 
$14,541 
$15,569 
$15,884 

30YearTenn 
Capex (543M} +. Cap ex (~25M) · {4BOM) +I 
Sunk (37M}= + OGS Sunk Sunk 

$580M (37M)= $562M (37M)= 
$12,989 $12,773 $12,229 
$13,281 $13,065 $12,521 . 
$14,508 $14,292 $13,747 
$15,454 $15,238 $14,693 
$15,744 . $15,528 $14,983 

5140 
Value of NRRIF- Between SO% & 20% 

S 
I t . -+-"' ,,,~ (543M). OGSS""k 

130 L {37M}" $580M 

$120 · ...... High CERA Capex {525M) +OG5 

$100 "? + -+-lowCERAO.p~(480M)•OGS $110 Sunk (37M)" $562M 

$90 , Sunl: (37M}" $517M 

s:fo"l·'b--~ ~'b--~ 

s_P 
soJ·'ll--"· 9"1-'ll-... 

s:J: 1)' 
1::-<!loy 

NRR based upon Term of the Contract, K-W Capex & OGS Value 
Capex- 580M, OGS • Gapex-562M, OGS- Capex-517M, OGS. Capex- 580M, OGS - CapiDc- 562M, OGS- Capex. 517M, Cap ex- 580M, Capex- 562M, Capex • 517M, 

20Years 
25 Years 
30Years 

375M 375M 375M 
$18,240 $17,976 
$16,711 $16,476 
$15,744 $15,528 

262M 262M 
$17,309 $16,727 
$15,884 $15,367 
$14,983 $14,506 

OGS-262M OGS-123M OGS-123M OGS-123M 
$16,462 S15,795 $14,867 $14,602 $13,935 
$15,133 $14,541 $13,717 $13,482 $12,890 . 
$14,292 $13,747 S12,989 s12,n3 $12,229 

Capex Capex Capex Capex Capex Capex Capex Capex Capex 

SSOM, 56 2M, 517M,580M, 562M, Sl7M, 580M, 562M, 517M, 
OGS- OGS- OGS· OG5· OGS- OGS· OG5- OGS·- OG5-
375M 375M 375M 262M 262M 262M 123M 123M 123M 

-+-

--
--

-+-20Years 

-lt-25Years 

-,rr-30Years 



Plug for NRR Calculations 
NRR Plug · $0 
Plug Delta $0 

NRR Varianc.e with .tS.·W Capex & OGS NPV ~ 20 Year Term . · 

K-WCapex 
$580,263,700 . $562,394,706 $517,308,116 

-- 20YearTerm 
TCE Capex (543M) + High CERA Cape?C LOw CERA Capex 
OGS Sunk (37M) = (525M)' + OGS Sunk (480M) + OGS Sunk 

· $580M (37M) • $562M · (37M) = $517M -+-
5.25% & 8% =$375M $18,240. $17,976 $17,309 

. 5.25% "& 9% =.$348.5M $17,885 $17,621 $16,954 
5.25% & $0 = $262M $16,727 $16,462 $15,795 

7.39% & 8% = $149.8M $15,224 $14,960 $14,293 --7.39% & 9% = $123.1M $14,867 $14,602 $13,935 . 
NRR Variance with K-W Capex & OGS NPV- 25 Year Term 

....,_ 
K-WCapex 

$580,263,700 $562,394,706 $517,308,116 

TCE Capex (543M).+ High CERA Capex Low CERA Capex 
OGS Sunk (37M) = (525M) + OGS Sunk (480M) + OGS Sunk 

$58 0M (37M) = $562M (37M)= $517M 
5.25% & 8% =$375M $16,711 $16,476 $15,884 

5.25% & 9% = $348.5M $16,396 $16,161 $15,569 
5.25% & $0. = $262M $15,367 $15,133 $14,541 

7.39% & 8% = $149.8M $14,034 $13,799 $13,207 +-: -----~ -+-
7.39% & 9% = $123.1M $13,717 $13,482 $12,890 

INRR Variance with K-W Capex & OGS NPV- 30 Year Term i 

--, 1 ~::::::-:s:::~~ 
I 

K-WCapex --$78,697,630 $120,051,306 $162,811,407 
" 

TCE Capex.(543M) +, High CERA Capex Low CERA Capex 
OGS Sunk (37M) = (525M) + OGS Sunk (480M) + OGS Sunk 

$5801\1 (37M) = $562M (37M)= $517M 
_,._ 

5.25% & 8%--= $375M $15,744 $15,528 $14,983 
5.25% & 9% = $348.5M $15,454 $15,238 $14,693 
5.25% & $0 = $262M $14,508 $14,292 $13,747 

7.39o/; & 8% = $149.8M $13,281 $13,065 $12,521 
7.39% & 9% = $123.1M $12,989 $12,773 $12,229 

IYalue of NRR Escalation· 50% vs 20% (at CPI of 2%) 
K-WCapex 

$580,263,700 $562,394,706 $517,308,116 

TCE Capex (543M) + High CERA Capex Low CERA Capex 
OGS Sunk (37M)= (525M) + OGS Sunk (480M) + OGS Sunk 

. $580M (37M) = $562M (37M) = $517M 

I --c ·~ -~ 

<: : 
5.25% & 8% =$375M $132,845,633 $130,919,914 $126,060,989 

5.25% & 9% = $348.5M $130,261,134 $128,335,415 $123,476,490 
j 

5.25% & 10% = $328.3M $121,824,939 $119,899,220 $115,040,295 
7.39% & 8% = $149.8M $110,882,267 $108,956,548 $104,097,623 
7.39% & 9% = $123.1M $108,278,262 $106,352,543 $101,493,619 

NRR based upon Term of the Contract, K-W Capex & OGS Value 
Capex- 580M, OGS- Capex- 562M, OGS- Capex- 517M, OGS- Capex- 580M, OGS- Capex- 562M, OGS- Capex-517M, Capex-5BOM, Capex- 562M, Capex- 517M, · 

20 Years 
25 Years 
30 Years 

375M 375M 375M 
$18,240 $17,976 
$16,711 $16,476 
$15,744 $15,528 

262M· 262M 
$17,309 $16,727 
$15,884 $15,367 
$14,983 $14,508 

$16,462 
$15,133 
$14,292 

OGS • 262M OGS - 123M OGS- 123M OGS -123M 
$15,795 $14,867 $14,602 $13,935 
$14,541 $13,717 $13,482 $12,890 
$13,747 $12,989 $12,773 $12,229 

,i ) 

$18,000 t~~~~~:s~==~~======= $17,250 
$16,500 

$15,750 ~~~~~~~~~~~~~~§~~~ $15,000 
$14,250 
$13,500 
$12,750 
$12,000 

Capex Capex Capex Capex Capex Capex Capex Capex Capex 

-+-20Years 

_....25 Years 

-st-30Years 

S80M, 562M, 517M, 580M, 562M, 517M,580M, 562M,517M, 
OGS- OGS- OGS- OGS- OGS- OGS- QGS- OGS- OGS-
37~M 375M 375M 262M 262M 262M 123M 123M 123M 

-~·-··----··-··--·---·---···--·--~---· .. -· --···-··-~·--··- __ ___j 
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NRR Build-Up- 8a!!;ed on TCE Cap ex 

Contract Capaeity 
ContractTenn 

""'~ FixedO&M 
~O&M · __ 
CostofC8pital 
Payment of Capax 

lnte~t During COnstruction 
Year• 
AccumUlated Capex 
Interest Payments 
TotaiAet:uma!aled Interest 
Payment of roc 

OGs Portion ofNRfi 
NPV of OGS (as t;laimed by TCE) 
Prnt of NPV over the term 

Principal Remaining 
Payment 
Interest Fortiori 
Principar'Repayment 
IDC _Payment Portion of NRR 
OGS Portion of NRR 

NPV Ill' Interest Pmt 
N?V of OGS Value 

NRRau~d-Up 
CapexNRR 
F«edOpexNRR 
GD&MNRR 
OtherNRR 
IDCNRR 
OGSNPVNRR 
TotaiNRR 

NRR E5o;alalion 

c" 
Eso;a!a~on 

CapexNRR 
GD&MNRR 
OpexNRR 
OGSNPVNRR 
Remaining NRR 
Remaining NRR Without Esca!a~on 

NRR Value Differem;e 
NPV ofNRR Value Difference 

NPV of Value difference in Esca!a~on 

510-MWs 
20 years 

$580,263,700 CAD 
$18,ooo,ooD CAO!year 
$10,350,000 CAO/year 

5.250% 
$47,553;935 

' $193,421,233 
$10,154,615 
S60,927 ,689 

$4,993,163 

$375,122,952 
$30,742,182 

' $580,263,700 

" " " "' " 
$255,511,381 
$3_75,122,952 

!il,no 
S2,941 
$1,691 

1 
$386,842,467 

$20,309,230 

1 
5580,263,700 

$47,553,935 
$31),~63,844 
$17,090,091 
$4,993,163 ' 

$30,7~2,182 

$0 <-Plug 

'"' $5,023 
$18,241.7 

2.00% ,. 
1 

$182 
$18,424 

$7,770 
$1,691 
$2,941 
$5,<123 

"" $816 

$182 
$1,116,393 

$21 4,3211,356 

'"·"" j-,----------
$12,000 ~. -----------~ .... , ............. , .. .. 

.,¥"' ¢' 4>"'' .,~"'· .,.:?' 

2 
.$580,263,700 
$30,463,844 

2 3 ' 5 ' 7 ' 9 
$563,173;609 $545,186,289 $526,254,634 $506,329,067 $485,357,408 $463,284,?37 $440,053,250 $415,602,111 
$47,553,935 $47,553,935 $47,553,935 $47,553'.935 $47,553,935 $47,553,935 $47,553,935 $47,553,935 
$29,566,614 $28,622,280 . $27,628,366 $26,582,276 $25,481,264 $24,322,449 $23,1()2,796 $21,819,111 
$17,987,321 $18.931,655 $19,925,567 $20,971,659 $22,072,671 $23,231,486 524,451,139 $25,734,824 
$4,993,163 $4,993,163 $4,993,163 54,993,163 $4,993,163 $4,993,163 S4,993,1B3 $4,993,163 

$30,742,182 530,742,182 $31),742,182 $30,742,182 $31),742,182 $30,742,182 $30,742,182 $30,742,182 

2 3 ' 5 ' 7 ' 9 
$184 ,,., $188 $190 $192 $194 $196 $198 

$18,608 $18,794 $18,982 $19,172 $19,364 $19,556 $19,753 $19,951 
$7,770 $7,770 $7,770 $7,770 $7,770 $7,770 $7,770 !i/,770 
$1,691 $1,691" $1,691 $1,691 $1,691 51.691 $1,691 $1,691 
$2,941 $2.941 $2,941 $2,941 $2,941 $2,941 $2,941 $2,941 
$5,023 $5,Q23 $5,023 $5,023 $5,023 "·"" $5,023 $5,023 
$1,183 $1,369 $1,557 $1,746 $1,938 $2,132 $2,327 $2,525 

$816 $815 $816 $816 $816 $816 SB16 $816 

$357 "" 5741 $931 $1,122 51,316 $1,511 51,709 
$2,243,950 $3,382,782 $4,533,002 . $5,694,725 $6,868,065 $6,053,139 $9,250,063 $10,458,956 

I 20% ~~30%'.' ¥' ' .. "' 40% 50% Diff bel20 & SO% 

jPV {5.25% & 8%);{,(·~! :~'>-iJ",$.1~@19,' 581,463,379 S124,270,3B7 $168,533,249 $214,309,012 $132,845,633 
jPV{5.25%&9%);.:-,.":,1:";.,,";$11;"ll85: $79,878,517 $121,852,718 $165,254,451 $210,139,650.$130,261,134 
fV (5.25% & 10%) ~?~·~t~·;;:.;JJ~;?F"t; $74,705,287 $113,961,064' $154,551,958 $196,530,226 $121,8241939 
;PV {7.39% & 8%) I:;l;-,::;~':~,§.~4: $67,995,040 $103,724.766 $140,66~,650 $178,877,307 $110,882,267 
PV .39% & 9% ;~;~::,J.~·.:,:·Sf4;857~ $66,398,216 $11)1,288,851 $137,366,106 $174,676,479 $108,278,262 

!Escalation. CPl at 2% & Fixed K·W Capex of 562M 
I=~""'I"H~n t>f NI;IR 

,. 

" 11 12 13 " 15 16 17 " 19 " 21 

$389,867,287 $362,781,384 $334,273,472 $304,268,894 $272,689,076 $239,451,318 $204,468,577 $167,649,242 $128,896,892 $88,110,044 $45,181,866 "' 
$47,553,935 $47,553,935 $47,553,935 $47,553,835 $47,553,935 $47,553,935 547,553,935 $47,553,935 $47,553,935 547,553,935 $47,55_3,935 

$20,468,033 $19,046,023 $17,549,357 $15,974,117 $14,316,176 $12,571,194 $10,734,600 $8,801,585 $6,767,087 S4,625,m · $2,372,049 so 
$27,()85,902 S28,507,812 $30,004,578 531,579,618 . $33,237,759 $34,982,741 536,819,335 538,752,350 $40,786,648 $42,928,158 $45,181,886 

S4,993,1B3 54,993,163 54,993,163 $4,993,163 54,993,163 $4,993,1B3 $4,993,163 $4,993,163 $4,993,163 $4,993,163 $4,993,163 

$30,742,182 $30,742,182 530,742,182 $30,742,182 $3(),742,182 $30,742,182 $30,742,182 530,742,182 $30,742,182 $30,742,182 $30,742,182 

" 11 12 13 14 15 16 17 " 19 " 21 22 23 " 25 26 v 28 29 " 
$200 "" "" '"" "" $210 "" "" $216 $216 $220 "" $225 $227 $229 "" 523< "'' $239 "" '"' 

$2Cl,150 $2{),352 $20,555 $20,761 $20,968 $21,178 $21,390 $21,604 $21,820 $22,038 $22,258 • $22,481 $22,706 $22,933 $23,162 $23,394 $23,629 $23,864 $24,103 . $24,344 $24,557 

$7,770 ·$7,770 $7,770 $7,770 $7,770 f{/,770 $7,770 $7,770. f{/,770 $7,770 57,770 $7,770 $7,770 !i/,770 $7,770 $7,770 $7,771) $7,770 57,770 $7,770 $7,770 

$1,691 $1,691 $1,691 $1,691 $1,691 $1,691 $1,691 $1,891 51,691 $1,691 $1,691 $1,691 $1,691 $1,691 $1,691 $1,691 $1,691 $1,691 51,691 $1,691 $1,691 

$2,941 $2,941 $2,941 $2,941 $2,941 52,9<1 $2,941 $2,941 $2,941 $2,941 $2,941 $2,941 $2,941 $2,941 """ $2,941 $2,941 $2,941 $2,941 $2,941 $2,941 

$5,023 $5,023 $5,023 $5,023 "·"" $5,023 $5,023 $5,023 $5,023 $5,023 "·"" $5,023 $5,023 $5,023 $5,023 $5,023 $5,023 "·"" $5,023 $5,023 $5,023 

$2,724 $2,926 $3,129 $3,335 "·"' $3,752 $3,964 $4,176 $4,394 $4,612 $4,833 $5,055. $5,280 $5,507 $5,736 $5,958 $6,202 $6,438 $6,877 $6,918 "57,161 

$816 '"' $616 $816 $816 $816 $8{6 $816 $816 S816 "" $816 $616 $816 $816 $616 '"' "" $816 . $816 $816 

$1,908 $2,110 $2,314 $2,519 $2,Tn $2,936 $3,148 $3,362 53,578 $3,796 $4,017 $4,239 $4,464 $4,691 $4,920 55,152 $5,386 $5,622 $5,861 $6,1.02 $6,345 

$11,679,939 $12,913,131 $14,158,655 $15,416,634 $16,687,194 $17,971),459 $19,266,556 $20,575,614 $21,897,763 $23,233,134 $24,581,858 ###################################It############################################ 



7/1/2034 7/1/2035 7/1/2036 7/1/2037 7/1/2038 7/1/2Q39 7/1/2040 7/1/2041 7/1/2042 711/2043 7/1/2044 

98.01242 97.88653 . 97.79083 97.722 97.67718 9'7.65386 97.64989 . 97.66338 ~121.8196 2022735 0 

\ 

' 



9/30/2013 ji#l!llf!#!ftt '7/1/2014 7/1/2015 7/1/2016 7/1/2017 7/1/2018 7/1/2019 7/1/2020 . 7/1/2021 7/1/2022 7/1/2023 7/1/2024 7/1/2025 :7/1/2026 7/1/2027. 711/2028 7/1/2029 7/1/2030 7/1/2031 7/1/2032 7/1/2033 
-62.8779 . . . 

/" 

a 31.74321" 142.7476. 138.4238 133.a329 13a.3265 126.8936 
a a a b. a a a_ 

123.772 123.5552 124.8961 12a.9478. 122.2195 121.5856. 122.2289 1a9.4a13 
a a a a·· a a a a 

118.278 118.9483 117.6566 _118.6529-11'8.2964 '121,3972 
a o. ·a· a a a 

94.·4369 
a 



.:.:> 

. . 

Year of Cash Flows 
Capex Cash Flows 
Cash FloW 1·-20 Years 

·cash Flow 21~3() Years 

.. 71112009 9/30/2009 12/31i2009 4/1/2010 7/112010 g/30/2010 liiiflilll!fl/!f 
-O.a155a3. -3.871688 -28.82237 -25.92246 -99.1934~ -6S,11a65 -67,4361 

Int. Rate (1-2a Years) • 5.25% 
Int. Rate (21-3a Years) 5.25% 

Cash Flow Capex PV 
Cash Flow 1-2a Years 
Cash Flow 21-3aYears 

Jotal NPV 

Interest Rate 
Adjustment for Years 1 

-1aa3.1 
1265.4 
241.a 

' 
5a3.3 

to 20 ;,~~<''~~ 

.. 0. a a a a a. a 
:a a a ·a ·a a a 

.) 

4/1/2011 
-56.21a6 

a· 
a 

" 

·-· 

7/1/2011 9/30/2011 ;T., .. .,;;; . 4/1/2012 In 1nr1Hl tn: 

-74.6141 -189:a54 -86.2833 .-69.1'751 
a a ·a a 
a a 0 a 

7/1/2012.· 9/3-0/2012 .;,,,. ........ .. mnJ1/1hti!H 

-6a.471 -67.2649 . ~62.9249 
-< a a a 

a a a 

41~/2013 
-53.6611 

a 
a 

7/1/2013 
-6a.a187 

a 
a 



-

· Capex Oevelooment of K~W Peaking _Plant 

.03 2010 CERA co'st- SC 
High End 
low End 

Q3 2010 CERA Cost. CC 
H~h End 
Low End 

Assumotions 
Cad I US Ratio 
Cost Indexing (from Q3 2010 to 03 2011). 
Contract Capacity of K-W Plant 

$827,000 /MW 
$714,000 IMV! 

$1,293,00'0 JMViJ 
$1,038,000 IMIN 

<- $180,000/MW (as per CERAjncJuded for Major Equipment- I.e. Turbines_ 

1:1 · <- US Parity helps on buying equiprilent but major equipment is already bought 
1:1 <- Cost~ecreases equipment but will Increase for Labour and hence kept at Parity 

510 MW 

Capex of K-W based on CERA is close due to: 

Cost of Turbine as per CERA should be 
Cost of Turbine as perTCE are 
Turbine Cost Difference . · 
OGS Sunk Costs ' 
TOtal Capex sunk-value for K-W 

Total CERA Costs (other than Turbines) 

Main Turbine Original Costs 
Main Turbine Additional Scope 

B.OP Major Equipment 
Change Order CTG 
Change Order·EPC · 

Engineering Costs 
, Construction 

Stann Water Pond 
Project & Construction Mgmt 
Development Cost 

Taxes, Duties & Fees 
Laildscapping 

. Gas Turbine Transportation 
Gas Turbine Technical Assistance 
Escalation 
Engineering & Construction Risk 
IBL Allowances {EPC,· CTG ... ) 
Developm~nt Allowance 
HV Switching Station I Tap Station 
Interconnection ·.Water/Waste/Sewer 
New Start~up Energy (Fuel+ Backfeed ... ) 
Fuel and Gas Delivery Start~up Costs 

· Opex Spares 
-Comm.unity Benefits 
Development Charges, Park's Fees etc. 
O&M Mobilization 
Capital Maintenance 
Insurance and Misc. 
Site Purcha~e 

.Electrical Connection Costs 
Gas Conn~ction Costs 

OGS Sunk Costs 

TotaiC.a~ 

High 
$91,800,000-

$1a5,473,218 
$103,673,218 

$36,951,488 
$140,6~4.706, 

Low 
$79,256,590 

$195,473,218 
$116,216,628 
$36,951,488 

$~53,168,116 

Cost 
Breakdown 

CERA Index Q3 2011 
High . ~Low. 

$647,000 . $558,595 

$329,970,000 $284,883,410 $347,838,994 

$156,274,358 $156,274,358 26.9% $156,274,358 
$39;198,860 $39,198,860 6.8% $39,198,860 

$23,098,283 $19,942,169 4.2% $24,349,133 
$3-,888,174 $3,356,900 0.7% $4,098,732 
$6,714;760 $5,797,266 1.2% ' $7,078,387 

$19,673,395 $16,985,253 3.6%. $20,738,776 
$85,307,998 $73,651,645. 15.5% $89,927,715 
$4,168,985 $3,599,342 0.8% $4,394,750 

$13,098,468 $11,308,713 2.4% $13,807,794 
$4,648,280 $4,013,146 0.8% $4,900,000 

$4,083,585 $3,525,610 0.7% $4,304,725 
$1,897,257 $1,638,019 0.3% $2,000,000 
$7,001,524 $6,044,846 1.3% $7,380,680 
$3,436,407 $2,966,862 0.6% $3,6?2,500 

$15,811,098 $13,650,694 "2.9% $16,667,323 
$6,215,524 $5,366,245 1.1% $6,552,116 

$17,651,326 $15,239,476 3.2% $18,607,205 
$23,480,747 $20,272,374 4.3% $24,752,309 

$1,754,963 $1,515,167 0.3%. $1,850,000 
$664,040 $573,307 0.1% $700,000 

$5,913,914 $5,105,846 1.1% $6,234,172 
$2,845,886 $2,457,028 0.5% $3,000,000 
$1,730,654 $1,494,180 0.3% $1,824,375 

$18,972,571 $16,380,188 3.4% $20,000,000 
$2,836,399 $2,448,838 0.5% $2,990,000 
$4,550,843 $3,929,023 0.8% $4,797,287 

$16,344,896 $14,111,555 3.0% $17,230,028 
$6,432,638 $5,553,692 1.2% $6,780,987 

$27,747,385 $23,956,025 5.0% $29,250,000 

$0 $0 0.0% $0 
$0 $0 0.0% $0 

$36,951,488 $36,951,488 6.4% $36,951 ,488 

$562.394.706 $517.308.116 $580,263,700 

$180,000 lMW used for Major:rurbines (out of $827) 
$155,405 IMW·used for Major Turbines (out of $714) 

-

. . 
~sumption for information gathering 

Other documents (144.9US @1.08CAD/US) 
MPS firm price (36.295US@ 1.08CADIUS) 

Schedule C -although Capex Presentation is $18,315,554 
Capex Presentation 
Capex Presentation 

Schedule C- although Capex Presentation provides $18,315,554 
Schedule C- although Capex Presentation says this is $106,333,140 
Schedule C 
Capex Presentation 
caPex Presentation 

Capex Presentation 
Schedule C and Capex Presentation 
Schedule C ·although Capex Presentation provides a $1 0.1M as 'Other' 
Schedule C ~although Capex Presentation provides a $10.1M as 'Other'· 
Capex Presentation -although SChedule C says $9,372,568 
Schedule C -although Capex PreSentation Jumps Risk & Contingency into $26M 
Schedule C • although Capex Presentation lumps Risk & Contingency into $26M 
Capex Presentation 
Schedule C 
Schedule C 
Schedule c 
Schedule C 
Schedule C 
Schedule c 
Schedule C 
Capex Pr:esentation 
Capex Presentation 
Capex Presentation 
Schedule c- although Capex Presentation says this is $31,679,274 

Pass through to the OPA 
Pass through to the OPA 

TCE Letter tO Deborah dated February 28 



Cost of Equity: Dividend Discount Model. 
AfterTax Cost of Debt 
Cost of Equity 

4,97% 
10.48% 

Assumptions for NRR Sheet 
Contract Capacity . · 
Fixed Operating Experises 
GD&M Costs 
PlugforNRR 
Inflation {CPI) 
Cost of Capital 

cW:::A::C~C-------------------.!.7;:.3:;:9:_3'~% <--Probably the best evaluated Cost of Capital 

Comparable Companies to calculate Beta 

Capital Power 
Trans alta 

Enbridge Energy 
Duke Energy 

Edison International 
Brookfield Asset 

Ameresco 
Atco 

Average 

Weighting of similarities 
6 

24 
24 
16 
12 
6 
6 
6 

100 

Beta 
3.798 
0,792 
0.785 
0.405 
0.607 
1.138 
3.73 

0.374 
1.05852 

510 MWs 
$18,000,000 Per year 
$10,350,000 Per year 

$6,000 /MW-Month 
2% Per year 

5.25% 



N CONTEMPLATION OF LIT!GATION *** 

Assumption for information gathering 
Other documents (144.9US.@1.08CAO/US) . 
MPS firm price (36.295US@ 1.08CAD/US)_ 
Schedule C- although Capex Presentation is $18,315,554 
Schedule C- although Capex Presentation provides a $10.1M as 'Other' 
Schedule C- although Capex Presentation provides a $10.1M as 'Other' 
Capex Presentation 
Capex Presentation 

Schedule C- ·although Capex Presentation provides $18,315,554 
Schedule C- although Capex Presentation says this is $106,333,140 
Schedule C and Capex Presentation 

Schedule C 
Schedule C 
Schedule C 
Schedule C 
Schedule C 
Schedule C 
Schedule C 
Schedule C 

Capex Presentation 
Capex Presentation 
Capex Presentation 
Capex Presentation 
Capex Presentation 
Schedule C- although Capex Presentation says this is $31,679,274 

Capex Presentation 

Capex Presentation -although Schedule C says $9,372,568 
Schedule C- although Capex Presentation lumps Risk & Contingency into $26M 
Schedule C - although Capex Presentation lumps Risk & Contingency into $26M 
Capex Presentation 

Pass through to the OPA 
Pass through to the OPA 

TCE Letter to Deborah dated February 28 



***ALL SHEETS IN THIS DOCUMENT ARE PRIVILEGED AND CONFIDENTIAL AND ARE PREPARED I 

Capex Development of K-W Peaking Plant 

Main Turbine Original Costs $156,27 4,358 26.9% 
Main Turbine Additional Scope $39,198,860 6.8% 
BOP Major Equipment $24,349,133 . 4.2% 
Gas Turbine Transportation $7,380,680 1.3% 
Gas Turbine Technical Assistance $3,622,500 0.6% 
Change Order CTG $4,098,732 0.7% 
Change Order EPC $7,078,387 1.2% 

Engineering Costs $20,738,776 3.6% 
Construction $89,927,715 15.5% 
Landscapping $2,000,000 0.3% 

HV Switching Station I Tap Station $1,850,000 0.3% 
Interconnection- Water/Waste/Sewer - $700,000 0.1% 
Storm Water Pond $4,394,750 0.8% 
New start-up Energy (Fuel+ Backfeed ... ) $6,234,172 1.1% 
Fuel and Gas Delivery Start-up Costs $3,000,000 0.5% 
OpexSpares $1,824,375 0.3% 
Community Benefits $20,000,000 3.4% 
Development Charges, Park's Fees etc. $2,990,000 0.5% 

Development Cost $4,900,000 0.8% 
Project & Construction Mgmt $13,807,794 2.4% 
O&M Mobilization $4,797,287 0.8% 
Capital Maintenance $17,230,028 3.0% 
Insurance and Misc. $6,780,987 1.2% 
Site Purchase $29,250,000. 5.0% 

Taxes, Duties & Fees $4,304,725 0.7% 

Escalation $16,667,323 2.9% 
Engineering & Construction Risk $6,552,116 1.1% 
IBL Allowances (EPC, CTG ... ) $18,607,205 3.2% 
Development Allowance $24,752,309 4.3% 

Electrical Connection Costs $0 0.0% 
Gas Connection Costs $0 0.0% 

OGS Sunk Costs $36,951,488 6.4% 

Total Capex ~580,263,700 



Aleksandar Kojic 

From: 
sent: 

Anshul Mathur 
March 9, 2011 6:10PM 

To: 
Cc: 

'Sebastiana, Rocco'; 'Meehan, Gene' 
Michael killeavy; Deborah Langelaan 

Subject:. 
Attachments: 

FW: TCE Financial Model · 
TCE Capell and NRR Build Up AM 9 March 2011.xls 

***Privileged and Confidential- Prepared in Contemplation of Litigation*** 

Hi Rocco, Gene: 
Michael asked me to forward the financial model to you as a reference. 

Let me know if you have any questions. 

Thanks, 
Anshul 

From: Anshul Mathur 
Sent: Wednesday, March 09, 2011 6:04 PM 
To: Michael Killeavy 
Cc: Deborah Langelaari 
Subject: TCE Financial Model 

*** Privileged and Confidential- Prepared in Contemplation of Litigation *** 

Hi Michael, 
See attached the latest excel for OGS financial modelling .. I have done some variations in the model to generate graphs 
and tables etc, but the general concept is still the same as before i.e. it is still very simple ... 

Let me know if you have any questions. 

Thanks, 
Anshul 
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NBB Build-Up- Basest pn T!";E Cape¥ 

Contract Capacity 
Ccn!rad:Tenn 
Capell; 
Fixed O&M 
GD&M 
Cc~tciCapllal 

Payment or capex 

lntere.s.t During Constructlon 
Year, 
.Accumula!ed Capex 
Interest Payments 
"J:Qial Accumata!ed Interest 
Payment of IDC 

OGS Portion of NRB 
NPV clOGS {as claimed by TCEJ 
Pmt of NPV over the term 

Principal Remaining 
Payment 
lntere_st Portion 
Principal Repayment 
!DC Payment Portion of NRR 
D!>S Portion of NRR 

NPV o'llnterest Pmt 
NPV of OGS Value 

NBRSuiTd-Up 
CapexNRR 
F~>~edOpe>:NRR 

GD&M NRR 
Othi!I'NRR 
IDCNRR 
OGSNPVNRR 
Tota!NRR 

NRR Escalation 
CPI 
Escalation 

CapexNRB 
GD&MNBR 
OpexNRR 
OGS NPYNRR 
Remalnlns~ NRR 
Remailllng NRR without Escalation 

NRR Value Difference 
NPV of NRR Value Difference 

-NPV of Value difleren~ In Escalallon 

510 MWs 
25 years 

$580.263,70Ci" CAD 
S1B.OOo,ooa CI>D/year 
S10,350,000 CAD/year 

7.363% 
$51,568, 161) 

0 
$193,421,233 
$14,299,632 
$85,797,791 
$7,624,868 

$375,122,952 
$33,337,258 

0 

' $366,8-42,467 
$28,599,284 

2 
$560,263,701) 
$42,898,895 

2 ' ' ' ' 7 ' ' " $580,263,700 
$0 
$0 
$0 
$0 
$0 

' $580,263,700 
$51,566,160 
$42,896,895 

56,669,265 
$7,624,868 

$33,337,258 

$671,594,435 $562,284,251 
$51,586,160 

$552,265,766 5541,548,092 S530,016,5B2 $517,632,548 5504,332,962 $490,1)51),137 $474,71·1,38-4 

$378,452,014 
$375,122,952 

$8,426 
$2,941 
$1,691 

$42,257,977 
$9,310,184 
57,624,868 

$33,337.~58 

551,568,160 $51,568,160 
$41,569.~5 $40,830,487 

$9,998,486 $10,737,674 
$7,624,868 $7,624,868 

$33,337,258 $33,337,258 

$51,566,160 $51,568,160 $51,566,150 SS1,566,160 
$40,036,650 $39,184,1~ $38,;!68,574 $37,285,336 
$11,631,510 $12,384,034 $13,299,588' $14,282,824 
$7,624,858 $7,624,868 57,624,868 57,624,8$8 

$33,337,268 S?J,337,258 $33,337,258 $33,337,258 

SO -=--Plug 

!~:~~ 
$19,751.7 

2.00% 
SO% 

' $198 
$19,949 
$8,426 
$1,691 
$2,941 
$5,447 
$1,443 
$1,248 

$198 
$1,208,803 

5184,164,772 

2 ' ' ' ' 7 ' S199 $201 "'' "" $208 $210 $212 
$20,149 $20,350 $20,554 $20,759 $20,967 $21,176 $21,388 
$8,426 $8,426 $8,426 $8,426 $8,426 $8,426 $8,426 
$1,691 $1,691 $1,691 $1,691 $1,691 $.1,691 $1,691 
$2,941 $2,941 $2,941 $2,941 $2,941 $2,941 $2,941 
$5,447 $5,447 $5,447 $5,447 $5,447 $5,447 $5,447 
$1,643 $1;844 $2,048 $2,253 $2,461 $2,671 $2,882 
$1,246 $1,246 $1,246 $1,246 $1,246 $1,2~6 $1,246 

$397 $598 $902 $1,008 $1,215 $1,425 $1,637 
$2,429,694 $3,662,794 $4,908,224 $6,166,109 $7,436,573 $8,719,742 $10,015,742 

NRR Variance with K-W CapeX & OGS NPV 
K-W Plant CapeX 

$580,263,700 $562.394,706"' $517,308,116 
OGS NPY(5.25% & 8%). $375,000,000_ $19,750 $19,452 $18,701 
OGS NPY(5.25% & 9%) $348,500,000· $19,365 519,067 518,316 

OGS NPV {5.25% & 10%)- 5328,30'o,cioo· $19,072 $18,774 $18,022 

~ ~~ :~:~:~! :~l- ~~~:·~~:~ ~~~:~~ ~~~:~~ ~;~:~ 
Value of Escalation -CPI at2%& Fixed K-W Ca x of SBOM 

Escatatlon of NRR 1_ 
20% 30% 40% 50%10 1111 bet 20 & 50% 

$101,520,943 
$99,542,873 
$98,035,062 
$64,711,085 
$82,718,087 

OGSNPY{5.25%&8%) $19,750 $62,628,990 $95,421,739 $129,249,146 5164,149,932 
OGSNP¥{5.25%.&9%) $19,365 .$61,408,705 $93,562,509 $128,730,811 $160,951,578 

OGS NPV{5.25% & 10%) "'- $19,072 $60,478,525 $92,145,284 $124,811,174 $158,513,587 
OGS NPV(7.39% & 8%) $16,460 $52,258,869 $79,621,('89 5107,848,047 $136,969,954 
OGS NPV 7.39% & 9% $16.092 $51.029,374 $77,748.527 $105.310,705 $133,747,461 

Value of Escalation -CPI at2% & Fixed K-W Ca x of 562M 

Escalation of NBR '" 
20% 30% 40% 50% Do iff bet 20 & 50% 

$99,989,909 
$98,011,840 
$96,504,028 
$83,181),051 
$81,187,053 

DGS NPV {5.25% & 8%). $19,452 $61,684,484 $93,982,688 $127,299,945 $161,674,393 
0GS NPV {5.25% & 9%) $19,067 $60,464,199 $92,123,457 $124,781,610 $158.476,039 

OGS NPV{5.25% & 10%) $18,774 $59,534,020 $90,706,233 $122,861,973 $156,038,048 

~~~Ji:~:~::~) - ~~~:~~~ ~~~:~~::~: ~~::~~:~~~ !;g~:~~~::~ ~;~:i~:~~ 
Value of Escalation -CPI at2% & Fixed K-WCa of 517M 

Escalation of NRR 
20% 30% 40% 50% 0 

0GS NPY(5.25% & 8%) $18,701 $59,301,332 $90,351,710 $122,381,770 5155,428,177 
OGS NPV {5.25% & 9%) $18,316 558,081,047 $88,492,479 $119,863,434 $152,229,822 

OGS NPV{5.25% & 10%) $18,022 S57,150,868 $87,075,254 $117,943,797 $149,791,832 

~~~~g:~~~::~l. ~;~:ci~ ~:~:~~;:~;~ !ii:~~~!~~ $~~~:!!~:~~ :;~:~:·~~: 

lfbet20&50% 
$96, 126. 845 
$94,148,775 
$92,640,964 
579,316,987 
$77,328,988 

$51,568,160 $51,568,160 
$36,229.~07 $35,095,413 
$15,338,754 $16,472,748 

$7,624,868 $7,624,868 
$33,337,258 $33,337,258 

' " $214 "" $21,602 $21,818 
$8,426 _$8,426 
$1,651 $1,691 
$2,941 $2,941 
55,447 $5,447 
53,096 $3,312 
$1,246 51,246 

$1,850 $2,066 
$11,324,703 $12,646,762 

" " " " " " " " " 20 " 22 23 24 " " $458,238,6:36 $441),548,058 $421,549,616 $401,146,619 $379,235,228 $355,703,928 $330,43'2,959 $303,293,707 $274,148,051 $242,847,656 $209,233,223 5173,133,675 $134,365,287 $92,730,752 $48,018,177 so 
$51,568,160 $51,568,160 $51,568,160 $51,586,160 $51,568,150 $51,558,160 $51,568,160 $51,568,160 $51,568,160 $51,568,160 551,568,160 $51,568,160 $51,558,160 $51,568,150 $51,568,160 
$33,877,582 532,569,718 $31,165,163 $29,656,770 $28,0:36,850 526,297,191 $24,428,909 $22,422,504 $20,267,765 $17,953,727 515,468,612 $12,799,773 $9,933,626 $6,855,585 $3,549,984 so 
517,690,676 - S1a,9sil,442 $20,402,997 $21,911,391 $23,531,300 S25,270,969 $27,-139,252 S29,145,657 S3t,300,395• 533,614;433 s:ss,os9,548 $38,768,388 S41,634,635-S44,7t2,576 548,018,177 

$7,624,868 $7,624,866 $7,624,868 $7,624,868 $7,624,858 57,624,868 $7,624,868 - 57,624,868 57,624,868 $7,624,868 $7,624,868 $7,624,868 57,624,868 57,624,868 $7,624,868 
$33,337,258 $33,337,258 $33,337,268 $33,337,258 $33,337,258 S3J,337,258 $33,337,258 $33,337,258 $33,337,258. $33,337,258 $33,337,258 $33,337,258 533,337,258 $33,337,258 $33,337,258 

" " " " " " " " " 20 " 22 23 " " " 27 " " " $218 "" "" "" $227 "" $232 $234 $235 "" $241 $243 $246 $248 '"' "" $256 "'' "" '"' $22,036 $22,257 $22,479 $22,704 $22,931 $23,160 $23,392 $23,626 $23,862 !24,101 $24,342 $24,585 $24,831 $25,079 $25,330 $25,583 525,839 $26,098 $26,359 $26,622 
$8,426 $8,426 $8,425 $8,426 $8,426 $8,426 $8,426 $8,426 $8,426 $8,426 $8,426 $8,426. $8,426 $8,426 $8,426 $8,426 $8,426 $8,426 $8,426 $8,426 
$1,691 $1,691 $1,691 $1,691 $1,891 $1,691 $1,691 51,691 $1,691 $1,691 $1,691 $1,691 51,691 $1,691 $1,691 $1,691 $1,691 $1,691 $1,691 $1,691 
$2,941 $2,941 $2,941 $2,941 $2,941 $2,941 $2,941 !2,941 $2,941 $2,941 $2,941 $2,941 52,941 $2,941 "''" $2,941 $2,941 $2,941 $2,941 $2,941 
$5,447 $5,447 $5,447 $5,447 55,447 !5,447 $5,447 55,447 $5,447 $5,447 $5,447 $5,447 $5,447 $5,447 55,447 $5,447 $5,447 $5,447 $5,447 $5,447 
53;531 $3,751 $3,973 $4,198 $4,425 $4,655 $>1,886 $5,120 $5,356 $5,595 $5,838 $6,079 $6,325 $6,574 56,624 $7,078 $7,334 $7,592 $7,853 $8,116 
$1,246 $1,246 $1,246 $1,246 51,246 $1,246 $1,246 51,246 $1,246 $1,246 $1,246 $1,246 51,246 $1,246 $1,246 $1,246 $1,246 $1,248 $1,246 $1,246 

$2,285 $2,505 $2,728 $2,952 $3,179 53,409 $3,640 $3,874 $>1,111 $4,349 $4,590 $4,834 55,079 $5,328 $5,679 $5,832 $6,068 ~6,348 $6,607 $6,671 
$13,982,023 $15,330,646 $16,692,755 $18,066.4B6 $19,457,973 $20,861,356 $22,278,772 ~23,710,363 $25,156,270 $26,616,635 $28,091,604 $29,581,323 $31,085,939 $32,605,602 $34,140,460 $35,690,668 ######## #i##t###fl#tt###### #11####1#1 



NRR Bund-U'?- Based on TCE Cape)[ 

Contract Capacity 
Contract Term 
Capex 
FixedO&M 
GD&M 
Cost or Cap~al 
-Payment of Capex 

Interest During- Constntction 
Year 
Accuiliulaled Capex 
Interest Paymen)$ 
Tata!Accumalated Interest 
Payment of IOC 

OGS Portion of NRR 
NPV of OGS {as claimed by TCE) 
Pmt of NPV over the term 

Principal Remaining 
Payment 
Interest Portion 
Principal Repayment 
IDC Payment Portion ofNRR 
OGS Portion of NRR 

NpV of IntereSt Pml 
NPV of OGS Value 

NRR BuiTd-Up 
CapexNRR 
Fo:edOpexNRR 
GD&MNRR 
OtherNRR 
IDCNRR 
OGSNPVNRR 
TotaiNRR 

NRR Escalation 
CPI 
Escalation 

CapexNRR 
GD&MNRR 
OpexNRR 
OGSNPVNRR 
Remaining NRR 
Remaining NRR without El:;calalion 

NRR Value Difference 
NPVofNRR Value Difference 

NPV of Value difference In Escalation 

510 MW's 
20 years 

$580,263,700 CAD 
$18,000,000 CAD!year 
$10,350,000 CAOft'ear 

_7.393% 
$56,456,972 

0 
$193,421,233 

$14,299,632 
$85,797,791 

$8,347,728 

-$375,122,952 
$3S,497,727 

0 
$580,2S3,7ClCl 

so 
$0 
$0 
$0 
$0 

$327,769,ClS8 
$375,122,952 

$9,225 
$2,941 
$1,691 

1 
$386,B42,467 

$28,599,264 

1 
$580,263,700 
$56,4SS,972 
$42,898,895 
$13,558,077 

$8,347,728 
$36,497,727 

$0 <-Plug 
$1,364 
$5,964 

$21,185.0 

2.00% 
SO% 

1 
$212 

$21,397 
59,225 
51,691 
$2,941 
$5,964 
$1,576 
$1,364 

' $580,263,7Cl0 
$42,898,895 

' $566,705,623 
$56,456,972 
$41,896,547 
$14,560,426 
$8.347,728 

$36,497,727 

2 
$214 

$21,611 
$9,225 
$1,691 
$2S41 
$5,964 
$1,790 
$1,364 

'-
$552,145,197 

$56,456,972 
$40,820,094 
$15,636,878 
$8,347,728 

$36,497,727 

3 

"" $21,827 
$9,225 
$1,691 
$2,941 
$5,964 
$2,006 
$1,364 

4 
5536,508,320 

$56,456,972 
$39,664,060 
$16,792,912 
$8,347,728 

$36,497,727 

4 
$218 

$'22,045 

"·"' $1,691 
$2,941 
$5,964 
$2,Z!4 
$1,384 

' $519,715,407 
$56,456,972'"~ 

$38,422,560 
$18,034,412 
$8,347,728 

$36,497,727 

' $220 
$22,266 
$9,225 

. $1,691 
$2,941 
$5,964 
$2,445 
$1,364 

6 
$501,680,1395 

$56,456,972-
$37,089,276 
519,367,69!! 

$8,347,728. 
$36,497,727 

6 
$223 

$'22,488 
$9,225 
$1,691 
$2,941 
$5,9B4 
S2,6S7 
$1,364 

7 B 
$482,313,299 $461,513,749 
$58,456,972 
$35,657,422 
$20,799,550 
$8,347,728 

$36,497,727 

7 

"'5 
$22,713 

$9,225 
$1,691 
$2,9:41 
$5,964 
$2,892· 
$1,364 

$56,456,972 
$34,119,711 
$22,337,261 

$8,347,728 
$36,497,727 

B 

"" $22,940 
$9,225 
$1,691 
$2,941 
$5,964 
$3,119 
$1,364 

9 10 
$439,176,488 $415,187,833 
$56,456,972 
$32,468,318 
$23,988,!!55 

.. $8,347,728 
$36,497,727 

9 
$229 

$23,170 
$9,225 
$1,691 
$2,941 
$5,964 
$3,349 
$1,364 

$56,456,972 
$30,694,837 
$25,762;136 

$8,347,728 
$36,497,727 

10 
$232 

$23,401 
$9,225 
$1,691 
$2,941 
$5,9S4 
$3,580 
$1,354 

11 " 13 14 15 18 17 18 19 20 
$389,425,698 $351,758,967 $332,046,835 $300,138,086 $2ll5,870,322 $'229,069,143 $189,547,252 $147,103,508 $101,521,898 $52,570,440 
$56,456,!l72 
$28,790,242 
$27,666,730 
$8,347,728 . 

$36,497,727 

11 

"" $23,635 
$9,225 
$1,691 
$2,941 
$5,964 
$3,614 
$1,38~ 

$56;456,972 $5!!,455,972 $56,456,972 $56,456,972 $56,456,972 $56,458,972 $56,456,972 S5f:i,456,972 $56,458,972 
$28,744,B40 $24,548,223 $22,189,209 $19,655,793 $16,935,082 $14,013,228 $10,875,362 $7,505,514 $3,886,533 
$29,712,132 $31,908,750 $34,267,764 $36,801,179 $39,521,891 $42,443,744 $45,581,610 $48,951,458 $52,570,440 

$8,347,728 $8,347,728 $8,347,728 $8,347,728 $8,347,728 $8,347,728 $8,347,728 $8,347,728 $8,347,728 
$36,497,727 $36,497,727 $36,497,727 $36,497,727 $36,497,727 $36,497,727 $36,497,727 $38,497,72! $36,497,727 

12 
$236 

$23,872 

""" $1,691 
$2,941 
$5,964 
$4,051 
$1,364 

13 

"" $24,111 
$9,225 
$1,691 
$2,941 
$5,964 
$4,290 
$1,3!!4 

14 
$241 

$24,352 

""" $1,591 
$2,941 
$5,964 
$4,531 
$1,364 

15 
$244 

$24,595 
$9,225 
$1,691 
$2,941 
$5,954 
$4,774 
$1,364 

16 
' $246 
$24,841 
$9,225 
$1,691 
$2,941 
$5,964 
$5,020 
$1,364 

17 
$248 

$25,090 
$9,225 
$1,691 
$2,941 
$5,964 

. $5,269 
$1,384 

18 

"" $25,340 
$9,225 
$1,691 
$2,941 
$5,954 
$5,519 
$1,364 

19 
$2S3 

$25,594 
$9,225 
$1,691 
$2,941 
$5,964 
$5,773 
$1,364 

20 

"" $25,850 
$9,225 
$1,!!91 
$2,941 
$5,964 
$6,029 
$1,364 

" ~0 

~0 

21 
$258 

$26,108 
$9,225 
$1,691 
$2,!141 
$5,964 
$6,287 
$1,364 

22 
$261 

S2S,369 
59.22' 
$1,691 
$2,941 
$5,964 
$6,548 
$1,364 

23 
$254 

$26,633 
$9,225 
$1,691 
$2,941 
$5,964 
$6,812 ·~ 
$1,364 

" $266 
$26,899 
".225 
$1,691 
$2,941 
$5,964 
$7,076 
$1,364 

25 
$269 

$27,168 
$9,225 
$1,691 
$2,941 
$5,964 
$7,347 
$1,364 

26 

"" $27,440 
$9,225 
$1,691 
$2,941 
$5,964 
$7,619 
$1,364 

" $274 
$27,714 

$0>25 
$1,691 
$2,941 
$5,984 
$7,893 
$1,364 

" $217 
$27,992 

""" $1,691 
$2,941 
$5,964 
$8,171 
$1,364 

29 
$280 

$28,272 
$9,225 
$1,691 
$2,941 
$5,964' 
$8,450 
$1,364 

·, 
$283 

$28,554 
$9,225 
$1,691 
$2,941 
$5,964 
$8,733 
$1,364 

$212 
$1,296,524 

$425 5642 "" $1,081 $1,303 $1,528 $1,755 $1,985 $2,216 $2,450 $2,687 $2,926 $3,167 $3,410 $3,858 $3,904 $4,155 $4,409 $4,655 $4,923 $5,184 $5,448 $5,714 $5,983 $6,255 $6,529 $6,807 $7,086 $7,369 
$9,352,523 $10,742,573 $12,146,523 513,564,513 $14,996,682 $18,443,173 $17,904,129 $19,379,695 $20,870,016 $22,375,240 $23,895,517 $25,430,996 $26,~81,831 $28,548,173 #f!l#l#### #####################It########## ######il# ############II################### 

$176,Cl78,017 

$2,606,014 $3,928,598 

NRR Vai'ian"ewith K-W capex & OGS NPV 

OGS NPV (5.25% & 8%) ~75,000,Q.OO' 
OGSNPV{5.25%&9%)·' ~8,50_0,900 

OGS NPV {5.25% & 10%) $328,300,000 

~~~ ~~ g ~~~ ~ :~l ~ -;- =~-~~:~gg:~~~: 

$5,264,408 $6,613,577 

K-W Plant <:a"pex 
$580,263,700 ~-' $562;394;706 

'$21,183 $20,857 
$20,762 $20,436 
$20,441 $20,115 
517,603 s11,2n 
$17,178 $16,852 

$7,976,237 

~- $517,308,116 
$20,034 
$19,613 
$19,292 
$18,454 
$16,030 

Value cif EScaiiltliiii--::.-Cpl at2% & Fixed K-W Capex of 580M 
Escalation of NRR 

'" 30% "'" OGS NPV (5.25% & 8%) '"$21,183 sa7,173,n8 $102,346,192 $138,628,346 
DGS NPV (5.25% & 9%) $20,762 $65,837,805 $100,310,701 $135,871,265 

OGS NPV (5.25% & 10%) .. $?_0,:141 $64,819,441 $98,759,119 $133,769,641 
OGS NPV {7.39% & 6%) $17;603_ $55,620,536 $55,046,360 $115,198,361l 
OGS NPV (7.39% & 9%) $17,178. $54,474,4B4 $82.997,507 $112,420,471 

Value of Escalation- CPI at 2'k & Fixed K-W Capex of $17M 
Escalation of NRR 

"'" Dlff bet 20 & 50% 
S176,06t,n1 $108,887,995 
$172,560,203 $1 06,722,399 
$16_9,891,084 $105,071,642 
$146,305,051 $90,484,513 
S142.n7,057 $86,302,573 

l%IDiff bet20 & 50% 
441 $107,211,815 

$105,046,219 
$103,395,462 

$88,608.333 
$88,626,393 

20% 30% 41l% 50% Diff bet 20 & SO% 
• OGS NPV {525% & 6%) 

OGS NPV {5.25% & 9%) 
OGSNPV{5.25%&11l%). 
OGSNPV(7.39% &8%) 
OGSNPV(7.39% & 9%' 

$20,034 $63,530,647 $96,795,508 • $131,109,922 $166,513,168 $102,982,520 
$19,6_13 $62,194,676 $94,760,017 $128,352,641 $163,011,600 $100,816,924 
$19,292 $61,176,312 $93,208,435 $126,251,217 $160,342,480 599,166,168 

• $16,454 $52,177,409 $7!1,497,676 $107,679,935 $136,756,448 $84,579,039 
$16;0:3,0 $50,831,355 $77,446,823 $104,902,047 $133,228.453 $82,397,099 



Plug for NRR Calculations 
NRR Plug 
PlugDe[ta 

$0 
$0 

NRR Variance Wifl'i 1(:1/l,n:apex&-OGS NPV- 20 Year Term 
K-WCapex-

$580,263,700 $562,394,706 
20 Year Term 

$517,308,116 
25YearTerm 

Capex (525M) 
30YearTerm 

Capex (543M) + •.. -Capax (525M) 
Capex (~3M)+ Sunk· Cap eX (525M) + OGS .Capex (4_!10M) + Capex {543M) +_Sunk (;7~T2·;5us'i~ 

Cap eX (480M) + 
Sunk (37MJ = 

$517M 
$12,890 
$13,207 
$14,541. 
$15,569 . 
$15,884 

Sunk {37M)= + OGS Sunk 
(4BOMJ-~:I 

Sunk 
(37M)= 
$12,229 
$12,521 
$13,74Z 
514,693 
$14,983 

7.39% & 9% =$123.1M 
7.39% & 8%- $1:49:~M 

5.25% & $0 =$262M
s:2s% & 9% = S3-48.SM 
5.25% & 8% =$375M 

{37M)= $S:BOM Sunk (37M).= $562M Sunk {37M): $517M 
$14,867 $14,602 $13,935 
$15,224 $14,960 $14,293 
$16,727 $16,462 $15,795 
$17,885 $17,621 $16,954 
$18,240 $17,976 . $17,309 

NRR Variance with K-W Capex & OGS NPV • 25 Year Term 
K-WCapex 

$580,263,700 $562,394,706 $517,308,116 

TCE Capex (543M) + High CERA Capex Low CERA Capex 

~ 

OGS Sunk .(37M): (525M) + OGS Sunk (4BOM) + OGS Sunk 
$58 0M {37M) = $562M (~7M) = $517M 

5.25% & 8%- $375M $16,711 $16,476 $15,884 
5.25% & 9% = $348.5M $16,396 $16,161 $15,569 
5.25% & $0 =$262M- $15,367 $15,133 $14,541 

7.39% & 8% = $149.8M $14,034 $13,799 $13,207 
7.39% & 9% = $123.1M $13,717 $13,482 $12,890 -

NRR Variance with K·W Capex & OGS NPV -30YearTerm 
K-WCapex 

$78,697,630 $120,051,306 $162,811,407 

TCE Capex (543M) + High CERA Capex Low CERA Capex 
OGS Sunk {37M)= (525M) + OGS Sunk {480M) + OGS Sunk 

$580M (37Mj = $562M (37M)= $511M 
5.25% & 8%- $375M $15,744 $15,528 $14,983 

5.25% & 9% = $348.5M $15,454 $15,238 $14,693 
. 5.25% & $0 = $262M $14,508 $14,292 $13,747 
7.39% & 8% = S149.8M $13,281 $13,065 $12,521 
7.39% & 9% = $123.1M $12.989 $12,IT3 $12,229 

' Value of NRR Escalation • 50% vs 20% at CPI of 2% 
K-WCapex 

$580,263,700 $562,394,706 $517,308,116 

TCE Capex (543M) + High ~ERA Capex Low CERA Capex 
OGS Sunk (37M)= (525M) + OGS Sunk (480M} + OGS Sunk 

$58 0M (37M)= $562M (37M)- $517M 
5.25% & 8%- $375M $132,845,633 $130,919,914 $126,060,989 

5.25% & 9% = $348.5M $130,261,134 $128,335,415 $123,476,490 
5.25% & 10% = $328.3M $121,824,939 $119,899,220 $115,040,295 
7.39% & 8% = $149.8M $110,882,267 " $108,956,548 $104,097,623 
7.39% & 9% = $123.1M $108,278,262 $106,352,543 $101,493,619 

NRR based upon Term of the Contract, K-W Capex & OGS Value 

20 Years 
25 Years 
30Years 

Capax-580M, OGS • Capax -562M, OGS • Capex-517M, OGS- Cap ex- 580M, OGS- Ca 
375M 375M 375M 262M 26: 

$18,240 $17,976 $17,309 $16,727 
$16,711 $16,476 $15,884 $15,367 
$15,744 $15,528 $14,983 $14,508 

(37M) "'$580M 
$13,717 
$14,034 
$15,367 
$16,396 
$16,711 

J 
$140 ~~-

!~~§' > 
$100 

'" .. ~-,, 

$13,482 
$13,799 
$15,133 
$16,161 
$16,476 

$5801,11: (37!'-'J = $562M 
$12,989 $12,7-73 
$13,281 $13,065 
514,508 $14,292 
$15,454 $15,238 
$15,744 . $15,528 

Value of NRRIF- Between 50% & 20% 

L?:? -+-TCE Capex {54 3M)+ OGS Sunk 
(37M)= $580M 

~Higll CERA Capex (S25M) + OGS 

! 5unk(37M): $562M 

-.-Low CERA Cap ex (480M) + OGS 
5unk(37M):: $517M ,..-;P s"fo'<~-... ,, 1-;.<}"'·'iV" .,_,<};.'b-~· 

1-

,ex - 562M, OGS • Gapax-517M, Capex • 580M, Capax- 562M, CapeX-517M, $18,000 

'M OGS-262M OGS- 123M OGS-123M OGS-123M $17,250 

$16,462 $15,795 $14,867 $14,602 $13,935 $16,500 

$15,133 $14,541 $13,717 $13,482 $12,890 $15,750 

$14,292 $13,747 $12,989 s12,m $12,229 $15,000 
$14,250 

·$13,500 
$12,750 
$12,000 

-+-

--
--

·~ 

-+-20Years 

~25Years 

~ ~30Years 

Capex eapex Capex Capex Capex Capex capex Capex Capex 

580M, 562M, 517M,580M, S62M, 517M, SSOM, S62M, 517M, 
OGS· OGS· OGS- OG5- OGS· OGS- OGS· OGS· OGS· 
375M 375M 375M 262M 262M 262M 123M 123M 123M 



Plug for NRR Calculations 
NRR Plug $0 
Plug Delta $0 · 

INRR Yariance With K·~ Gapex & OGS NPV.-· 20 Year Term 
K-WCapex 

$580,263,700 $562,394,706 $517,308,116 
20 Year term 

TCE Capex (543M) + High CERA Capex lOw CERA Capex 
OGS Sunk (37M) = (525M):,. OGS Sunk (480M) + OGS Su~k ' 

$580M (37M) = $562M (37M)= $517M --5.25% & 8% =$375M $18,240 $17,976 $17,309. 
5.25% & 9% = $348.5M $17,885 $17,621 $16,954 

5.25% & $0 = $262M $16,727 $16,462 $15,795 
7.39% & 8% = $1.49.8M $15,224 $14,960 $14,293 

......... 
7.39% & 9% = $123.1M $14,867 $14,602 $13,935 

. 
INRR Variance with- K-W Capex & OGS NPV- 25 Year Term . --K-W Capex 

$580,263,700 $562,394,706 $517,308,116 

TCE Capex (543M} + High CERA Capex low CERA Capex 
OGS Sunk (37M) = (525M) + OGS Sunk (480M) + OGs·sunk 

$58 0M (37M) = $562M (37M) = $517M 
5.25% & 8% = $375M $16,711 $16,476 .• $15,884 

5.25% & 9% = $348.5M $16,396 $16,161 $15,569 
5.25% & $0 = $262M $15,367 $15,133 $14,541 

7.39% & 8% = $149.8M $14,034 $13,799 $13,207 
7.39% & 9% = $123.1M $13,717 $13,482 $12,890 

INRR Variance with K-W Capex & OGS NPV- 30 Year Term 
K-WCapex 

$78,697,630 $120,051,306 $162,811;407 
" 

TCE Capex (543M) +, High CERA Capex low CERA. Capex 
OGS Sunk (37M)= (525M) + OGS Sunk (480M) + OGS Sunk 

$580M. (37M) = $562M (37M)= $517M 

I 
I 

=-----~ 
-+-

' I 
! 
I 

! 

......... 

i --5.25% & 8% =$375M $15,744 . $15,528 $14,983 
5.25% & 9% = $348.5~ $15,454 $15,238 $14,693 
5.25% & $0 = $262M $14,508 $14,292 $13,747 

7.39% & 8% = $149.8M $13,281 $13,065 $12;521 
7.39% & 9% = $123.1M $12,989 $12,773 $12,229 

!Value of NRR Escalation -50% vs 20% (at CPI of 2% 
K-WCapex 

$580,263,700 $562,394,706 $517,308,116 

TCE Capex (543M) + High CERA Capex low CERA ca·pex 
OGS Sunk (37M) = (525M) + OGS Sunk (480M) + OGS Sunk 

$580M (37M) = $562M · (37M)= $517M 
5.25% & 8% =$375M $132,845,633 $130,919,914 $126,060,989 

5.25% & 9% = $348.5M $130,261,134 $128,335,415 $123,476,490 

I -Sz : ' s' 5.25% & 10% = $328.3M $121,824,939 $119,899,220 $115,040,295 
7.39% & 8% = $149.8M $110,882,267 $108,956,548 $104,097,623 
7.39% & 9% = S123.1M $108,278,262 $106,352,543 $101,493,619.-

NRR based upon Term of the Contract, K-W Capex & OGS Value 
Capex- 580M, OGS- Capex- 562M, OGS- Capex- 517M, OGS- Capex- 580M, OGS- Capex- 562M, -OGS- Capex- 517M, Capex- 580M, Capex- 562M, Capex- 517M, 
375M 375M 375M 262M· 262M OGS ·262M OGS ·123M OGS ·123M OGS ·123M 

20 Years $18,240 $17,976 $17,309 $16,727 $16,462 $15,795 $14,867 $14,602 $13,935 . 
25 Years $16,711 $16,476 $15,884 $15,367 $15,133 $14,541 $13,717 $13,482 $12,890 
30 Years $15,744 $15,528 $14,983 $14,508 $14,292 $13,747 $12,989 $12,773 $12,229 

l 
I 
I 

. .. I 

.. 
$18,000 -
$17,250 -- --
$16,500 - ......... 
$15,750 ........ 
$15,000 
$14,250 .......... .... 
$13,500 . ~ 
$12,750 
$12,000 

Capex Capex Capex Capex Capex Capex Capex Capex Capex 

580M, 562M, 517M, 580M, 562M, 517M,S80M,562M,517M, 
OGS- OGS- OGS- OGS- OGS- OGS- QGS- OGS- OGS-
37~M 375M 375M 262M 262M 262M 123M 123M 123M 

-+-20Years 

-25Years 

-&-3D Years 
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NRR Bu!ld-Up- Ra§ed gn ICE Cape! 

Contract Capacity 
Contract Term 

""""" fbled O&M 
GO&M 
Cost of Capl13! 
·payrnenl or Capex 

Interest During Construction 
Year ; 

· Accumulated capex 
lntele51 PaymentS . 
Tela! Acoumalated Interest 
Payment Or !DC 

OGS Portion a!' NRR 
NPV of OGS (as claimed by TCE) 
Pmt of NPV over the term 

510 MWs 
25 yaars 

$580,263,700 CAD · 
518,000,000 CAO/year 
$10,350,000 CMJ/year 

5,250%' 
S42,208,763 

0 
$193,421,233 
510,154,615 
$60,927,689 
$4,431,920 

$375,122,952 
$27,286,690 

1 
5386,642,467 
$2_J?,3~9.230 

' ~580,263,700 

530,463,644 

' ' ' 11 12 " " " " " " " " 21 " " " " " Principal Remaining 
Payment 
lnleresi-Portion 
Principal Repayment 

0 
$580,263,700 

' $0 

1 
$580,263,701) 
$42,208,763 
$30,463,644 
$11,744,91,9 
$4,431,920 

$27,286,690 

$568,518,781 ' $556,157,255 $543,146,748 $529,453,189 ' ' ' ' 10 
$515,040,719 $499,871,594 $483,906,089 $457,102,395 $449,416,509 $430,802,113 $411,210,461 $390,590,248 $368,887,473$346,045,303 $322,003,918$296,700,361 $270,058,367$242,038,194 $212,536,4315$181,485,836$148,805,080 $114,408,583 $78,206,271 $40,103,338 so 

$42,208,763 $42,208,763 $42,208,763 $42,208,763 $42,:208,763 $42,206,753 $42,208,753 $42,208,763 $42,209,763 $42,208,763 $42,206,763 $42,208,763 $42,208,763 $42,208,763 $42,208,763 $.42,208,763 $42,208,763 $42,208,763 $42,208,763 $42,208,763 $42,208,763 $42,208,763 
$29,647,236 529,198,256 $28,515,204 $27,796,292 $27,039,638 $25,243,259 $25,405,07() $24,522;875 $0 

$0 
so 
so 

$12,361,527 $13,010,507 $13,693,559 $14,412,470 $15,169,125 $15,965,504 $16,803,693 • S1J,B85,867 
, !DC Payment Portion of NRR 
OGS Portion of NRR 

NPV of Interest Pmt 
NPVof OGS Value 

NRR Build-Up 
CapexNRR 
Fixed Opex NRR 
GO&M NRR 
OlherNRR 
!DC NRR 
OGSNPVNRR 
Total NRR 

NRR Escalalion 
CPI 
Escata~on 

CapexNRR 
GD&MNRR 
OpexNRR 
OGSNPVNRR 
Remaining NRR 
Remaining NRR without Escalation 

NRR Value Difference 
NPV of NRR Value Difference 

NPV of Value difference !n Esoalalio~ 

$301,287,012 
$375,122,952 

$6,897 
$2,941 
$1,691 

SO <-Plug 

'"" $4,459 
$16,712.1) 

2.DO% 
SO% 

1 
$167 

$15,879 
$5,897 
$1,591 
$2,941 
$4,459 

$891 
$724 

$167 
$1,022,774 

$196,355,092 

$4,431,920 $4,431,920 
527,286,690 $27,286,690 

' ' $169 $170 
$17,048 $17,218 
~6,697 $6,897 
$1,691 $1,691 
$2,941 $2,'941 
$4,459 $4,459 
$1,050 $1,231 

$724 S724 

$336 "" $2,055,775 $3,099,107 

NRR Variance Wlili- K-W Cape>t & OGS NPV 

OGS NPV(5.25% & 8%) $_3].5,000,o_oo· 
OGS NPV (5.25% & 9%) $3'18,500,000' 
OGS NPV(S.25% & $0) · $262,000,000 

OGS NPV ~~:~:~! :~l,. :;~~:-~::~g::: 

$4,431,920 $4,431,920 
$27,286,690 $27,286,690 

' ' $1n $174 
$17,391 $17,564 
$6,897 $6,897 
$1,691 $1,691 
$2,941 $2,941 
$4,459 $4,459 
$1,403 $1,577 

"" $724 

$679 '"' $4,152,871 $5,217,174 

K-W Plant capex 
s5ao.2Spoo·' S5B2.394.70S . 

$16,711 $16,476 
$16,396 $16,161 
$15,367 $15,133 
$14,034 $13,799 
$13,717 $13.482 

$4,431,920 
$27,286,690 

' $176 
S17,741l 

$6,897 
$1,691 
SZ941 
$4,459 
$1,752 

'"' 
$1,028 

$6,292,119 

$517.306,116 
ii'S,Be4 
$15,569 
$14,541 
$13,207 
$12.890 

$4,431,920 $4,431,920 
$27,286,690 $27,286,690 

' ' sm $179 
$17,918 $16,097 

$6,897 $6,897 
$1,691 $1,691 
$2,941 $2,941 
$4,459 $4,459 
$1,930_ $2,109 

"'' "" 
$1,206 $1,385 

$7,377,814 $8,474,366 

$17,0CO 
$16,.500 '"""I ~ [Escalatian-CPJai2%&Fb:edK-WCa cfSB(IM ' · Escalation of NRR 
$lS,SCO 1 • 20% SO% 40% 50% Dlff bet 20 & 50% 
$1S,OOO -:- v (5.25% & 8%) . -··-$16,7:11- $74,632,188 $113,8~9,573 $154,400,730 $196,337,922 $121,705,734 
$14,500 j -+-$SS0,2GJ 700 ~ (5.25% & 9%) -.-: .' .:: . S16,S96_.· $73,225,466 $111,703,656 $151,490,475 S192,~7,20S $119,411,738 
St4,oc:o I ' (5.25% & 10%1 · sts,357 sss,l333,722 St04,699,oss St41,99(1,969 stao,557,5t2 sttt,923,79t 

. suooO I ~ .......-ss17,3oe,ua ~3s%&a%) · 513.717 sst.2so.sas 593.451.215 St25,73G,a4a stat,tso.t77 sss,aea,792 
$l3,500 --$562,394,706 {7.39%&8%) $1(034 562,677,722 $95,613,328 $129,659,054 $164,888,823 $102,211,101 

I sn~oo '· 

I ' 
Escalation - CPI at 2% & Fixed K-W Ca X of 562M 

12,000 · · · • • Escalation of NRR 

I f # #' # #' 20% 30% 40% 50% Oiffbel20&50% .... f '01'' ~# ~"t@' ~~· Pv-{5.25%&8%)'·•:· r $16,476', $73,564,036 $112,250,643 $152,232,290 $193,580,506 $119,996,470 

i .q.'Y .:f .,.-.."' .. ~ ........ r.-:J5.25%&9%) . $16,161' $72,177,316 $110,104,726 $149,322,037 $169,879,791 $117,702,475 
v (5.25% & 10%) $15,133 $67,585,570 $103,100,129 $139,822,529 $177,800,097 $110,214,527 

I OGS NPV (7.39% & 8%) $13,799 $61,529,570 $94,014,396 $127,500,524 $162,131,407 $100,501,637 
OGS NPV (7.39% & 9% $13,482 $60,212.233 $91.652,265 $124.560,407 5150,402,762 $98,190,529 

ralu .. of Escalation- CPI at2% & FIIU!d K-W ca of 517M 
Escalation or NRR 

20% 30% 40% SO% Oitrbet20&50% 
OGS NPV (5.25% & 8%) $15,864 $70,939,365 $108,216,264 $146,760,938 $186,623,066 $115,683,700 
OGS NPV (5.25% & 9%) • • $15,569 $69,532,546 $106,070,347 $143,850,685 $182,922,351 $113,389,704 

OGS NPV(5.25% & 10%) $14,541 564,940,900 $99,065,750 $13'1,351,177 $170,842,657 $105,901,757 
OGS NPV (7.39% & 8%) $13,207 $58,964,900 $89,980,019 $122,029,273 $155,173,987 $96,189,067 
OGS NPVI7.39% & 9%! • $12,J!90 S57,587,563 $87,817,906 $119,097,055 $151,445,321 $93,877,758 

$4,431,920 
$27,286,690 

' $181 
$18,278 
$6,897 
$1,691 
$2,941 
$4,459 
$2,290 

"" 
$1,566 

!9,581,864 

$42,208,763 $42,208,763 
$23,594,3~7 $22,617,111 $21,588,549 $20,505,988 $19,366,592 $18,167,378 516,905,205 $15,576,769 $14,178,589 $12,707,005 $11,159,163 $9,528,006 $7,812,257 $6,006,451 $4,105,829 $2,105,425 so 
$18,614,396 S19,591,B52 $20,620,214 $21,702,775 $22,8.42.170 $24,041,364 $25,303,557 $26,631,994 $28,030,174 $29,501,758 $31,050,600 $32,680,756 $34,396,496 $36,202,312 '$39,102,934 $40,103,339 

54,431,920 $4,431,920 $4,431,920 $4,431,920 $4,431,920 54,431,920 S4,431,920 $4,431,921) $4,431,920 $4,431,920 $4,431,920 $4,431,920 $4,431,920 $4,431,920 $4,431,920 - $4,431,920 

$27,266,690 527,286,690 527,286,690 $27,286,690 $27.286,690 $27,286,690 527,286,690 $27,286,691) $27,286,690 527,286,690 $27,286,690 $27,266,690 $27,286,690 $27,286,690 $27,286,690 $27,286,690 

10 11 12. " " " 15 17 " " ·20 21 " " " " " 27 " " " $183 $185 $186 $188 "" $192, $194 S195 $198 $200 '"' $204 '"' "'' $210 $212 $214 $216 $219 $221 sm--- · 
$18,460 $18,545 $18,831 $19,020 $19,210 $19,402 $19,596 $19,792 $19,990 $20,190 $20,392 $20,696 $20,802 S21,010 $21,220 $21,432 $21,546 $21,853 $22,091 "'-"' $22,525 

$6,897 $5,897 $6,897 $6,897 $6,897 $6,897 $8,897 $6,89'? $6,897 55,897 $6,897 $6,8Sl7 $6,897 $$,897 $6,897 S6,897 $6,897 $6,897 $6,897 $6,897 S6,ag7 

$1,691 $1,691 $1,691 $1,691 $1,591 $1,691 $1,691 $1,691 $1,691 $1,f;i91 $1,691 $1,691 $1,691 $1,691 $1,B91 $1,691 $1,691 $1,691 $1,691 $1,691 $1,691 

$2,941 $2,941 $2,941 $2,941 $2,941 ~2,941 $2,941 $2,941 $2,941 $2,941 $2,941 $2.941 $2,941 $2,941 $2,941 $2,941 $2,941 $2,941 $2,941 $2,941 $2,941 

$4,459 $4,459 $4,459 $4,459 $4,459 $4,459 $4,459 $4,459 $4,459 $4,459 54,459 $4,:;59 $4,459 $4,459 $4,459 $4,459 $4,459 $4,459 $4,459 $4,459 $4,459 

$2,473 $2,657 $2,844 $3,032 $3,222 $3,414 $3,608 $3,604 S4,002 $4,202 $4,404 $4,808 $4,814 $6,022 $5,232 $5,444 $5,658 $5,875 $6,094 $6,314 $6,537 

"" "" ''" $724 "" $724 "" "" $724 $724 $724 "" "'' "" "" $724 $724 "" "" •n• '"' 
$1,748 $1,933 $2,119 $2,308 $2,498 $2,690 ""' $3,090 53,278 $3,478 53,680 $3,884 $4,090 $4,298 $4,508 $4,720 $4,934 $5,~51 $5,369 $5,590 $5,813 

$10,700,476 $11,630,255 $12,971,331 $14,123,818 $15,287,830 $15,463,482 $17,650,890 $18.850,173 $20,061,449 $21,284,837 $22,520,459 $23,768,437 $25,028,895 $26,301,958 $27,587,751 $28,886,402 $30,198,040 ######## ######## ######## ######## 



NRR Bund.Up- Based on TCE Capex 

Contra..t Capacity 
Conlrac::tTerm 
Capex 
Fixed O&M 
GO&M 
cost-of Capnar 
Payment of Capex 

Interest During ConstrUction 
Year 
Accumulated Capex 
!~terest Payments 
Total Accuma!ated Interest 
Payment of IOC 

OGS Portion of NRR 
NPV of OGS (as claimed by TCE) 
PmtofNPV over the term 

Principal Remaining 
Payment · 
Interest Partlon 
Principal Repayment 
IOC Payment Partlan of NRR 
OGS Partlan of NRR 

NPV of Interest Pmt 
NPVofOGSValue 

NRR Build-Up 
CapexNRR 
FIXed Opex NRR 
GO&MNRR 
O!herNRR 
IOCNRR 
OGSNPVNRR 
Total NRR 

NRR Escalation 
CPI 
Escalatian 

CapexNRR 
GO&MNRR 
Op!:!XNRR 
OGSNPVNRR 
Remaining NRR 
Remaining NRR Without Escalation 

NRR Value Difference 
NPV of NRR Value Difference 

NPVofValue difference In Escalatian 

$19,000 

510MWs 
:20 years 

$580,263,700. CAD 
$18,000,000 CAP/year 
$10,350,000 CAD/year 

5250% 
$47,553,935 

0 
$193,421,233 
$10,154,615 
$60,927,689 
$4,993,163 

$375,122,952 
$30,742,182 

0 
$580,263,700 

so 
so .. 
so 
so 

$255,511,381 
$375,122,952 

$7,770 
$2,941 
$1,691 

1 
$386,842,467 

$20,309,230 

1 
$580,263,701) 

$47,553,935 
$30,~U>3,&44 
$17,1)90,091 

$4,993,163 
$30,7~2,182 

so <-Plug 
$816 

$5,023 
$18,241.7 

2.00% 
50% 

1 
$182 

$18,424 
$7,770 
$1,691 
$2,941 
$5,023 

$998 
$816 

$182 
$1,116,393 

$214,328,356 

$18,000 t-*'"=="iit;;:"-~-----
$17,DOO .. ~ 

$16,000 .............. ~ 
$15,000 ........... ~ 
$14,DOO ........:;; -II 

$13,000 
........ $517~08,116 

$12,000 l-------------, 

.,f 1'<1" #f .... # .. 
..,_.;.""' .,_..,.'!> ........ 'o~ .... ~q- "'$1' 

2 
$580,263,700 

• $30,463,844 

2 
$563,173,609 

$47,553,935 
$29,566,614 
$17,987,321 
$4,993,163 

$30,742,182 

2 
$184 

$18,608 
$7,770 
$1,691 
$2,941 
$5,023 
$1,183 

$816 

"" $2,243,950 

' $545,186,289 
$47,553,935 
$28,622.,26(} 
$18,931,6SS 

$4,993,163 
$30,742,182 

' $188 
$18;794 

$7,770 
$1,691 
$2,941 
$5,023 
$1,369 

$816 

$553 
$3,362,782 

4 5 ' $526,254,634 $506,329,067 $485,357,408 
$47,553,935 $47,553,935 $47,553,935 
$27,628,366 526,582,276 $25,481,264 
519,925,567 $20,971 ,659 S22,Dn,671 
$4,993,163 $4,993,163 $4,993,163 

530,742,182 $30,742,182 $30,742,182 

4 5 ' $188 $190 $192 
$18,982 $19,172 $19,364 

$7,770 sr,no $7,770 
$1,691 $1,691 $1,691 
$2,941 $2,941 $2,941 
$$,023 $5,023 $5,023 
$1,557 $1,746 $1,938 

$816 $816 $816 

$741 $931 $1,122 
$4,533,002 . $5,694,725 $6,668,065 

7 
$463,284,?37 

$47,553,935 
$24,322,449 
$23,231,486 
$4,993,163 

$30,742,182 

7 
$184 

$19,558 
$7,770 
$1,691 
$2,941 
$5,023 
$2,132 

"" 
$1,316 

$8,053,139 

' ' $440,0!n,250 $415,602,111 
$47,553,935 
$23,102,796 
$24,451,139 

$4,993,163 
$30,742,182 

8 
$196 

$19,753 
$7,770 
$1,691 
$2,941 
$5,023 
$2,327 

"" 
$1,511 

$9,250,063 

' 

$132,845,633 
$130,261,134 
$121,824,939 
$110,882,267 
$108,278,262 

$47,553,935 
$21,819,111 
525,734,824 
$4,993,163 

$30,742,162 

' $198 
$19,951 
$7,770 
$1,691 
$2,941 
$5,023 
$2,525 

$816 

$1,709 
$10,458,956 

20% JO% 40% 50% Diff bet 20 & 50% 
; $80,282,493 $122,466,974 $166,090,205 $211,202,407 $130,919,914 

$78,697,630 $120,051,306 $162,811,407 $207,033,045 $128,335,415 
$73,524,401 $112,159,671 $152,108,915 $193,423,621 $119,899,220 
~~------· -·~·---~-~ -·~---~-- --------- $108956548 

$106:352:543 

$126,060,989 
$123,476,490 
$115,040,295 
$104,097,623 
$101,493,619 

10 11 12 " " 15 16 17 " 19 20 21 
$389,867,287 $362,781,384 $334,273,472 $304,268,694 $272,689,076 $239,451,318 $204,468,577 $167,649,242 $126,896,692 $88,110,044 $45,161,886 $0 
$47,553,935 $47,553,935 $47,553,935 $47,553,935 $47,553,935 $47,553,935 $47,553,935 $47,553,935 $47,553,935 $47,553,935 $47,553,935_ 
$20,468,033 $19,04S,023 $17,549,357 $15,974,117 $14,316,176 $12,571,194 $10,734,600 $8,801,585 $6,767,087 S4,szs.m sz,3n,049 $0 
$27,085,902 $28,507,912 $30,004,578 $31,579,618 $33,237,759 $34,982,741 $36,819,335 $38,752,350 $40,7S6,648 $42,926,156 $45,181,866 

$4,993,163 $4,993,163 $4,993,163 $4,993,153 $4,993,163 $4,993,163 $4,993,163 $4,993,163 $4,993,163 $4,993,163 $4,993,163 
$30,742,182 $30,742,182 $30,742,182 $30,742,182 $30,742,182 $30,742,182 530,742,182 $30,742,182 $30,742,182 530,742,182 $30,742,182 

10 11 12 " 14 15 " 17 18 19 20 21 22 " " 25 26 27 28 29 " $200 $202 $204 $208 $208 $210 $212 $214 "" $218 $220 $2" $225 $227 $229 $232 5"4 '"8 "" $241 $243 

$20,150 $20,352 $20,555 $20,761 $20,968 $21,178 $21,390 $21,604 $21,820 $22,038 $22,2S8 $22,481 $22,706 $22,933 $23,162 $23,394 $23,628 523,864 $24,103 $24,344 $24,587 

$7,770 $7,770 $7,770 $7,770 $7,770 $7,770 $7,770 $7,770 s1.no $7,770 57,770 $7,770 $7,770 $7,770 $7,770 $7,770 $7,770 $7,770 $7,770 $7,770 $7,770 

$1,691 $1,691 $1,691 $1,691 $1,691 $1,691 $1,691 $1,691 $1,691 $1,691 $1,691 $1,691 $1,691 $1,691 $1,B91 $1,691 $1,691 $1,691 $1,691 $1,691 51,691 

$2,941 $2,941 $2,941 $2,941 $2,941 $2,941 $2,941 $2,941 $2,941 $2,941 $2,941 $2,941 $2,941 $2,941 $2,941 $2,941 $2,941 $2,941 $2,941 $2,941 $2,941 

$$,023 $5,023 $5,023 $5,023 $5,023 $5,023 $5,023 $5,023 $5,023 $5,023 "·"' $5,023 $5,023 $5,023 $5,023 $5,023 $5,023 $5,023 $5,023 $5,023 $5,023 

$2,724 $2,926 $3,129 $3,335 $3,543 $3,752 $3,9B4 $4,178 $4,394 $4,612 $4,833 $5,055 $5,260 $5,507 $5,736 $5,968 $6,202 $6,438 $6,677 $6,918 $7,161 

$816 $816 $616 "" $818 "" $816 $816 $816 $816 $816 $816 "" $816 $816 $616 $816 $816 "" $816. $816 

$1,908 $2,11(} $2,314 $2,519 $2,727 $2,936 $3,148 $3,362 $3,578 $3,796 $4,017 $4,239 $4,464 $4,691 $4,920 $5,152 $5,386 $5,622 $5,861 $6,1.02 $6,345 

$11,679,939 $12,913,131 $14,158,655 $15,416,634 $16,687,194 $17,97CI,458 $19,266,556 $20,575,614 $21,897,763 $23,233,134 524,581,658 ######## ######## ######## ######## ######## ######## ######## ######## ######## ######## 



7/1/2034 7/1/2035 7/1/2036 7/1/2037 7/1/2038 7/1/2039 7/1/2040 7/1/2041 7/1/2042 7/1/2043 7/1/2044 

98.01242 97.88653 97.79083 97.722 97.67718 97.65386 97.64989 97.66338 121.8196 202.2735 0 

r 



9/30/2013 K!fiflfffi:'ff.Y 7/1/2014 7/1/2015 7/1/2016 7/1/2017 7/1/2018 7/1/2019 7/1/2020 7/1/2021· 7/1/2022 . 7/1/2023 7/1/2024 7/1/2025 7/1/2026 7/1/2027 7/1/2028 7/1/2029 7/1/2030 7/1/20.31 7/1/2032 7i1/2033 
-62.8779 

0 31.74321' 142.7476 '138.4238 133.0329 130.3265 126.8936 123.772 123.5!552· 124.8961 120.9478.122.2195 121.5856· 122.2289 109.4013 118.278 118.9483 117.6566 118.6529 11'8.2964 121.3972 94.4369 
· o o o o o o o_ o o o o o o o o o o o o o o o 



Year of Cash Flows 
Capex Cash Flows 
Cash Flow 1-20 Years 
Cash Flow 21-30 Years 

Int. Rate (1-20 Years) 
Int. Rate (21-30 Years). 

Cash Flow Capex PV 
Cash Flow 1-20 Years 
Cash Flow 21-30 Years 

Total NPV 

Interest Rate 
Adjustment for Years 1 

to 20 

5.25% 
5.25% 

-1003.1 
1265.4 
241.0 

503.3 

7/1/2009 9/30/2009 12/31/2009 4/1/2010 
-0.015503 -3.871688 -28.82237 -25.92246 

0 0 0 0. 
0 0 0 . 0 

7/1/2010 9_130/2010 fli!ffifi!##!f 4/1/2011 . 7/1/2011 9/30/2011 fl!i#tfffiin'll 
-99.19349 -65.11065 -67.4361 -56.2106 -74.6141 -189.054 -86.2833 

0 0 . _o 0 0 0 0 
0 0 0 0 0 0 0 

4/1/2012 
-69.1751 

0 
0 

7/1i201,2 
-60.471 

0 
0 

9/30/2012 /iifilii#ilfflf 
-67.2649 -62.9249 

0 0 
0 0 

4/1/2013 
-53.6611 

0 
0 

7/1/2013 
-60.0187 

0 
0 



Capex Development of K-W Peaking Plant 

Q3 2010 CERA Cost- SC 
High End 
Low End 

Q3 2010 cERA Cost- cc 
High End 
Low End 

Assumptions 
. Cad I US Ratio 
Cost fndexinQ (from 03 2010 to Q3 2011). 
Contract Capacity of K-W Plant 

$827,000 /MW 
$714,000 JMW 

$1,293,000 /MW 
$1,038,000 JMW 

<- $180,000/MW (as per CERA included for Major Equipmerif~ i.e!: Turbines 

1:1 <- US Parity helps on buying equipment but major equipment is already bought 
1:1 <- Cost decreases equipment but will increase for Labour and hence kept at Parity 

510 MW 

Capex of K-W based on CERA is close due to· 

Cost of Turbine as per CERA should be 
Cost of Turbine as per TCE are 
Turbine Cost Difference 
OGS Sunk Costs 
Total Capex sunk value for K-W 

Total CERA Costs (other than Turbines) 

Main Turbine Original Costs 
Main Turbine Additional Scope 

B.OP Major Equipment 
Change Order CTG 
Change Order EPC 

Engineering Costs 
Construction 
Storm Water Pond 
Project & Construction Mgmt 
Development Cost 

Taxes, Duties & Fees 
Landscapping 

_ Gas Turbine Transportation 
Gas Turbine Technical Assistance 
Escalation 
Engineering & Construction Risk 
lBLAllowances (EPC,.CTG ... ) 
Developm~nt Allowance 
HV Switching Station I Tap Station 
Interconnection - Water/Waste!Sewer 
New Start-up Energy (Fuel+ Backfeed ... ) 
Fuel and Gas Delivery Start-up Costs 

· Opex Spares 
-Community Benefits 
Development Charges, Park's Fees etc. 
O&M Mobilization 
Capital Maintenance 
Insurance and Misc. 
Site Purchase 

Electrical Connection Costs 
Gas Conn~ction Costs 

OGS Sunk Costs 

Total Capex 

High 
$91,800,000 

$195,473,218 
$103,673,218 

$36,951,488 
$140,624;f06 

Low 
$79,256,590 

$195,473,218 
$116,216,628 

$36,951 ,488 
$153,168,116 

Cost 
Breakdown 

High 
CERA Index 03 2011 

Low. 
$647,000 $558,595 

$329,970,000 $284,883,41 0 

$156,274,358 $156,274,358 
$39,198,860 $39,198,860 

$23,098,283 $19,942,169 
$3-,888,174 $3,356,900 
$6,714;760 $5,797,266 

$19,673,395 $16,985,253 
$85,307,998 $73,651,645 
$4,168,985 $3,599,342 

$13,098,468 $11,308,713 
$4,648,280 $4,013,146 

$4,083,585 $3,525,610 
$1,897,257 $1,638,019 
$7,001,524 $6,044,846 
$3,436,407 $2,966,862 

$15,811,098 $13,650,694 
$6,215,524 $5,366,245 

$17,651,326 $15,239,476 
$23,480,747 $20,272,37 4 
$1,754,963 $1,515,167 

$664,040 $573,307 
$5,913,914. $5,105,846 
$2,845,886 $2,457,028 
$1,730,654 $1,494,180 

$18,972,571 $16,380,188 
$2,836,399 $2,448,838 
$4,550,843 $3,929,023 

$16,344,896 $14,111,555 
$6,432,638 $5,553,692 

$27,747,385 $23,956,025 

$0 $0 
$0 $0 

$36,951,488 $36,951,488 

$562.394.706 $517,308.116 

$347,838,994 

26.9% $156,274,358 
6.8%- $39,198,860 

4.2% $24,349,133 
0.7% $4,098,732 
1.2% $7,078,387 

3.6% S2D,73a,n6 
15.5% $89,927,715 
0.8% $4,394,750 
2.4% $13,807,794 
0.8% $4,900,000 

0.7% $4,304,725 
0.3% $2,000,000 
1.3% $7,380,680 
0.6% $3,622,500 
2.9% $16,667,323 
1.1% $6,552,116 
3.2% $18,607,205 
4.3% $24,752,309 
0.3% $1,850,000 
0.1% $700,000 
1.1% $6,234,172 
0.5% $3,000,000 
0.3% $1,824,375 
3.4% $20,000,000 
0.5% $2,990,000 
0.8% $4,797,287 
3.0% $17,230,028 
1.2% $6,780,987 
5.0% $29,250,000 

0.0% $0 
0.0% $0 

6.4% $36,951,488 

$580.263,700 

$180,000 JMW used for Major Turbines (oufof $827) 
${55,405 /MW uSed for Major Turbines (ciut of ~714) 

Assumption for information gathering 

Other documents (144.9US @1.08CAD/US) 
MPS firm price (36.295US @ 1.08CAD/US) 

Schedule C -although Capex Presentation is $18,315,554 
Capex Presentation 
Capex Presentation 

Schedule C- although Capex Presentation provides $18,315,554 
Schedule C- although Capex Presentation says this is $106,333,140 
Schedule C 
Capex Presentation 
eapex PresentatiOn 

Capex Presentation 
Schedule C and Capex Presentation 
Schedule C- although Capex Presentation provides a $10.1M as 'Other' 
Schedule C- although Capex Presentation provides a $10.1M as 'Other' 
Capex Presentation- although Schedule C says $9,372,568 
Schedule C- although Capex PreSentation lumps Risk & Contingency into $26M 
Schedule C - although Capex Presentation lumps Risk & Contingency into $26M 
Capex Presentation 
Schedule C 
Schedule C 
ScheduleC 
ScheduleC 
Schedule C 
Schedule C 
Schedule C 
Capex Presentation 
Capex Presentation 
Capex Presentation 
Schedule C- although Capex Presentation says this is $31,679,274 

Pass through to the OPA 
Pass through to the OPA 

TCE Letter-tO Deborah dated February 28 



Cost of Equity: Dividend Discount Mode(. 
AfterTax Cost of Debt 
Cost of Equity 

4.97% 
10.48% 

ASsumPtions for NRR Sheet 
Contract CaPacity 
Fixed Operating Expenses 
GD&M Costs 
PlugforNRR 
InflatiOn (CPI) 
Cost of Capital 

~W~A:;:C:::;:!c ___________________ 7:.:·::;39::;3:.:o/.::Jo <~--Probably the best evaluated Cost of Capital 

Comparable Companies to calculate Beta 
Weighting of similarities Beta 

Capital Power 6 3.798 
Trans aHa 24 0.792 

Enbridge Energy 24 0.785 
Duke Energy 16 0.405 

Edison International 12 0.607 
Brookfield Asset 6 1.138 

Ameresco 6 3.73 
Atco 6 0.374 

Average 100 1.05852 

I 20 
~~ 

5.0 

510 MWs 
· $18;ooo,ooo PEiryear 

$10,350,000 Per year 
$6,000 /MW-Month 

2% Per year 
5.25% 



N CONTEMPLATION OF LITIGATION*** 

Assumption for information gathering 
Other documents (144.9US @1.08CAD/US) 
MPS firm price (36.295US @ 1.08CAD/US) 
Schedule C- although Capex Presentation is $18,315,554 
Schedule C - although Capex Presentation provides a $10.1 M as 'Other' 
Schedule C- although Capex Presentation prOvides a $10.1M as 'Other' 
Capex Presentation 
Capex Presentation 

Schedule C- although Capex Presentation provides $18,315,554 
Schedule C- although Capex Presentation says this is $106,333,140 
Schedule C and Capex Presentation 

Schedule C 
Schedule C 
Schedule C 
Schedule C 
Schedule C 
Schedule C 
Schedule C 
Schedule C 

Capex Presentation 
Capex Presentation 
Capex Presentation 
Capex Presentation 
Capex Presentation 
Schedule C- although Capex Presentation says this is $31,679,274 

Capex Presentation 

Capex Presentation -although Schedule C says $9,372,568 
Schedule C- although Capex Presentation lumps Risk & Contingency into $26M 
Schedule C- although Capex Presentation lumps Risk & Contingency into $26M 
Capex Presentation 

Pass through to the OPA 
Pass through to the OPA 

TCE Letter to Deborah dated February 28 



••• ALL SHEETS IN THIS DOCUMENT ARE PRIVILEGED AND CONFIDENTIAL AND ARE PREPARED I 

Capex Development of K-W Peaking Plant 

Main Turbine Original Costs $156,27.4,358 26.9% 
Main Turbine Additional Scope $39,198,860 6.8% 
BOP Major Equipment $24,349,133 4.2% 
Gas Turbine Transportation $7,380,680 1.3% 
Gas Turbine Technical Assistance $3,622,500 0.6% 
Change Order CTG $4,098,732 0.7% 
Change Order EPC $7,078,387 1.2% 

Engineering Costs $20,738,776 3.6% 
Construction $89,927,715 15.5% 
Landscapping $2,000,000 0.3% 

HV Switching Station I Tap Station. $1,850,000 0.3% 
Interconnection- Water/Waste/Sewer $700,000 0.1% 
Storm Water Pond $4,394,750 0.8% 
New Start-up Energy (Fuel+ Backfeed ... ) $6,234,172 1.1% 
Fuel and Gas Delivery Start-up Costs $3,000,000 0.5% 
OpexSpares $1,824,375 0.3% 
Community Benefits $20,000,000 3.4% 
Development Charges, Park's Fees etc. $2,990,000 0.5% 

Development Cost $4,900,000 0.8% 
Project & Construction Mgmt $13,807,794 2.4% 
O&M Mobilization $4,797,287 0.8% 
Capital Maintenance $17,230,028 3.0% 
Insurance and Misc. $6,780,987 1.2% 
Site Purchase $29,250,000 5.0% 

Taxes, Duties & Fees $4,304,725 0.7% 

Escalation $16,667,323 2.9% 
Engineering & Construction Risk $6,552,116 1.1% 
IBL Allowances (EPC, CTG ... ) $18,607,205 3.2% 
Development Allowance $24,752,309 4.3% 

Electrical Connection Costs $0 0.0% 
Gas Connection Costs $0 0.0% 

OGS Sunk Costs $36,951,488 6.4% 

Total Capex ~580,263,700 



Aleksandar Kojic 

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

Anshul Mathur 
March 9, 2011 6:04 PM 
Michael Killeavy 
Deborah Langelaan 
TCE Financial Model 

. TCE Capex and NRR Build Up AM 9 March 2011.xls 

*** Privileged and Confidential- Prepared in Contemplation of Litigation*** 

Hi Michael, 
See attached the latest excel for OGS financial modelling. I have done some variations in the model to generate graphs 
and tables etc, but the general concept is still the same as before i.e. it is still very simple ... 

Let me know if you have any questions. 

Thanks, 
Anshul 

1 
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Privileged and Confidential - Prepared in Contemplation of Litigation 

Value of Index (NRRIF) 

• Increasing the index factor is 'pure' profits for 
TCE but could help reduce NRR for K._W 

• Graph provides the value to TCE as per their 
proposal on NRR Indexing 

Value of NRRIF- Between 50% & 20% 

I i: -•-TCE Capex (543M) + OGS Sunk (37M)= 
$580M 

-11-High CERA Capex (525M) + OGS Sunk 
'"' ~ (37M)= $562M . 

~ ~ ~ ~ . ~ 
"''1!'2>1 r...'Of>.'O· r...?>'l-'0· .,. ... ~>.~· .,.>.,7-'2>• 

•lo ~~ ~~ I-:-~ -:-·;:;J 
'<> '0 ~·I• "C\•1• '0• • ~·I• 

'-•1• •I '<> 1 '~> •I '~> •I '<> s~J 7-":i • s•. ?>'ii • ?>'ii • s. s~ 1· 1· ONTARIOlJ. 
POWER AUTHORITY (jl 
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Privileged and Confidential - Prepared in Contemplation ofLitigation 

Conversion Rates: $$Value to/from NRR 

• What does $1M Capex or OGS Value mean in NRR? 

±$1 MM Capex or OGS Value 
change impact on NRR 

20 -Year Term 

25 -Year Term 

30 -Year Term 

$$ l MW~Month $$ I MW~Month 
(@ 5.25% Int. Rate) (@ 7.39% Int. Rate) 

$13.4 $15.9 

$11.9 $14.5 

$10.9 $13.6 

• And, what does $1,000 NRR mean in Capex or OGS? 

±$1 ,000 I MW-Month Change 
impact on Capex I OGS Value 

20 -Year Term 

25 -Year Term 

30 -Year Term 

$MM $MM 
(@ 5.25% Int. Rate) (@ 7.39% Int. Rate) 

$74.63 $62.89 

$84.03 $68.96 

$91.74 



10 

Privileged and Confidential - Prepared in Contemplation. of Litigation 

NRR's - based on Capex, OGS Value, Term of 
the Contract (30 Year Contract 

• NRR Variance with Capex & OGS Value for a 30 Year 
Contract and K-W Cost of Capital at 5.25%> 

Variance with K-W Capex & OGS 

OGS NPV (5.25% & 8%) . '$3.~5;!f,6Qf,C 
OGS NPV (5.25% & 9%) 
OGS NPV (5.25% & $0) ... 

OGS NPV (7.39% & 8%) . 
OGSNPV 

$16,000 .,--------------

$15,500 1 ·~ 
$15,000 

$14,500 -

$14,000 +-------"'..---'~----

$13,500 +-------~~~o-----

$13,000 -1------~~:a:::~~ 
$12;500 +---------~ '""=--
$12,000 "+-----.----.---....------,----, 

c;:,"><:; 
!:)">' 

Q() Q() 

"' "' 
Q <:>"' Q() 

~<:>- ~"' Q()' Q()' 

':3 "' .J>' R>'l-' 
.. "3 .. ')) "' (\~' .,..,_, 

oo~ <:>~' 
b<'1>' ro" ...... ,...'~< ' .. 

-+-$580,263, 700 

-11-$562,394,706 

- .. -$517,308,116 

ONT~RIOIJ 
POWERAUTHORITY L! 

' 
'· 
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Privileged and Confidential - Prepared in Contemplation of Litigation 

NRR's - based on Capex, OGS Value, Term .of 
the Contract (25 Year Contract 

• NRR Variance with Capex & OGS Value for a 25 Year 
Contract and K-W Cost of Capital at 5.25%> 

Variance with K-W Capex & OGS 

OGS NPV (5.25% & 
OGS NPV (5.25% & >no) :P<S4ts;;:>U\J;UIJL! 
OGS NPV (5.25% & $0)'' ;:~?,~2;'QP,DiP,Q.Q 

OGS NPV (7.39% & 8%) -:~14~.tlQQ;,gp,q 
OGS NPVI7. 

$17,000 
$16,500 
$16,000 
$15,500 
$15,000 
$14,500 
$14,000 
$13,500 
$13,000 
$12,500 
$12,000 

- -
... .__ ... 

$16,711 . 
$16,396 
$15,367 
$14,034 

-
~~.-

"'"'"' !:)"'' 
!:)"' !:)"' !:)"' l:l l:l l:l "'"'"' "'"'' l:l 

:\~' 
.. '!> 

!:)"'' !:)"'' \:)"'' 0 l:l 'll 
l><'b' K>'~-' ~><OJ' 

.. ":! <;,'V """' 
" ~' 

""" 

-+-$580,263, 700 

--$562,394,706 

- .. -$517,308,116 

ONTARIOIJ 
POWERAUTHORrrY (/1 
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Privileged and Confidential - Prepared in Contemplation of Litigation 

NRR's- based on Capex, OGS Value, Ter111·of 
the Contract (20 Year Contract 

• NRR Variance with Capex & OGS Value for a 20 Year 
Contract and K-W Cost of Capital at 5.25o/o 

Variance with K-W Capex & OGS 

OGS NPV (5.25% & 
OGS NPV (5.25% & 
OGS NPV (5.25% & $0Ji%!~}~~~?il 

OGS NPV (7.39% & 8%\U:.l'ffilt4~~: 
OGSNPV 

$19,000 ~-----------

$18,000 t---=iii::::::=.a~------

$17,000 -~--=~- ""~~-----

$16,000 t-----'--~~~---

$15,000 +------~~ ~=:::::~ 

$14,000 +-----------'~"""""-· 

$13,000 -j------------

$12,000 -1----r----.---,--~--

<;:,<;:,<;:, 

r;:,<::>' 
~ 

r;:,<::>. r;:,<::> 
~ ~ 

<;:,<;:,<;:, r;:,<::> 
~<::>- ~ s:5 

(\~:J' 

-."-' 

~<;:,- ~<::>-
~ ~ 

1>.'0' "'.,, 
-.":J .-.rv 

'Ov <;:,v' 
~- n_,'::-

-." -."'li 

-•-$580,263,700 

--$562,394,706' 

-•-$517,308, 116 

ONTA!RIOIJ'" 
POWERAUTHqRITY lf 
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Privileged and Confidential- Prepared in Contemplation of.Litigation 

NRR's - based on Capex, OGS Value, Term ()f 
the Contract - sinale snaDshot 

$20,000 

$18,000 

$16,000 

$14,000 

$12,000 

$10,000 

$8,000 

$6,000 

Capex Capex capex 
(480M) + (543M) + (525M) + 

OGS Sunk Sunk OGS 
Sunk (37M) = (37M)= Sunk 

(37M)= $517M $580M (37M)= 
$562M $562M 

20YearTerm 

Capex 
(480M) + 

Sunk 
(37M)= 
$517M 

25 Year Term 

Capex 
(543M) + 

Sunk 
(37M)= 
$580M 

Capex 
(525M) + 

OGS 
Sunk 

(37M)= 
$562M 

30 Year Term 

Capex 
(480M) + 

Sunk 
(37M)= 
$517M 

5.25% & 8% = $375M 

5.25% & 9% = $348.5M 

5.25% & $0 = $262M 

7.39% & 8% = $149.8M 

7.39% & 9% = $123.1M 

ONTARIO' 
POWER.A:UT.HORITY (! 
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Privileged and Confidential - Prepared in Contemplation of Litigation 

Other NRR Drivers ($/MW-Month) 

Factor Range I Value 

GD&M $1500 to $2000 
(used $1700) 

O&M Fixed Cost $1600 to $3000 
(used $3000) 

O&M Variable Cost unknown 

Comments 

None 

Conservative assumption 
made for modelling 

Should be recovered through 
Market Revenues 

Interest During 
Construction 

$700 to $1500 Variable based upon Interest 
Rates & Capex 

Connection Costs Pass through to the OPA 

Other Unknowns: Risk, Return, other construction or developmental 
factors- plug factor to the NRR 

ONTARIO(j 
POWERAUTHC)R.TY (11 
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Privileged and Confidential - Prepared in Contemplation of Litigation 

Term of the Contract - 20, 25, 30? 

• Increasing the term decreases the 'N RR but 
increases the value for TCE 

$18,000 +--~~~"--411;;:::------------------------

$17,250 +---------"'"""'=---------------------

$16,5oo I • 11.:: 

$15,750 - ... "'-$15,000 )1........_ ....... -

-$14,250 "'""""---~.:----------""""".:----

$13,5oo I -..., • ........ II;;;: 

"' $12,750 -

$12,000 -1-----r-----r---.----.------.-----,----.------r----, 

~ ~ # ~ ~ ~ # # # 
S'00 S'00 S' S''t S''); S''t S' S' S' & & & & & & & & & 

<>'0\l~' ~ro'l-~' <>";1~' <>'0\l~' <>ro'l-~' <>""\~' <>oo\l~' <>ro'~-~' <>""\~' 

-+-20Years 

-II-25Years 

- .. -30Years 

~~- ~~- ~#- ~~- ~#- ~#- ~#- ~#- ~#-
v0 00 00¥ 00 00¥ 00v 00¥ 00¥ 00¥ 

~~- .. .......Jt., 



Privileged and Confidential - Prepared in Contemplation of Litigation 

Value of OGS 

TCE's Proposal 
$375M for 30 Year Term 

Discount Rate of 5.25% for first 20 
years and 8% for last 1 0 years 

OPA's Value (using CERA) 
OPA can propose a range from 

$375M to $102M -discount rates 
ranging from 5.25% to 7.4% for 
the first 20 years and 8% to 1 0% 
for last 1 0 years 

OGS Value range from $375M to $102M- based on discount rates 

OGS Value Matrix & Discount Rates 
By TCE: 1st 20 Years - 5.25%; Last 10 Years - 8% 

By OPA: 1st 20 Years- 5.25% to 7.393%; Last 10 Years- 8 to 10% 

(in $MM) 

Interest Rate Adjustment for 
Years 1 to 20 

$ 503.3 

$ 414.9 

$ 362.0 

$ 313.4 

$ 369.4 

$ 316.5 

$ 267.8 

$ 277.9 $ 232.4 

$ 179.4 

$ 126.4 

$ 77.8 

4 V.,L.V /U ..p VVU.o.J ..p ""to.JI, I 
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Privileged and Confidential - Prepared in Contemplation of Litigation 

TCE vs OPA Capex for K-W 

TCE's Proposal 

Total of $580M """"includes OGS sunk 
costs 

OPA's Value (using CERA) 

Capex Ranges from $517M (low) to 
$562M (high) 

The above Capex does not include Connection Cost 

CAPEX: TCE and OPA $18M to $62M apart 

Capex Alignment 
• $103 to $116M- excess costs attributable to using OGS turbines for K-W 
• $37M - excess attributable to OGS Sunk Costs (include three cost 

buckets) 
• K-W Capex expected to be atleast $140M- $153M over CERA range 
(Note: Uncertain whether $14.4M additional scope is included in this excess cost range or whether 

it is beyond this range- if it is beyond this range then the TCE and. CER~Cape)( are further ·. 
apart by $14.4M i.e. The range goes up to $32M to $76M. $14.4M 1s equ1valent to $193/MW-

Month) t. 
ONTARIO 
POW.ERAUT1HORITY · _ 
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Privileged and Confidential - Prepared in Contemplation of Litigation 

Value drivers for OPA's counter-offer 

• NRR for K-W is based on the followi'ng 
- Capex of K-W 

-Value of OGS 

- Term of the K-W Contract 

- Other (GD&M, O&M Fixed Costs, O&M Variable Costs, 
Interest During Construction, Connection Costs, Unknown 
unknowns- Risk, Other) 

- NRR Values 

- Value of NRR Index Factor 

• Risk Mitigation (Permit Risk etc- not quantifiable except 
through Risk Analysis such as Monte Carlo simulation)· 

~ONTARIO~. 
POWER AUTHORITY . . -



ONTARIO,, 
POWERAUTHORITY {._,# 

Value Propositions: Discussion on 
OPA's counter-offer to TCE's Proposal 
Privileged and Confidential - Prepared in Contemplation of Litigation 

March 10, 2011 



Aleksandar Kojic 

From: 
Sent: 
Tc;>: 

· Cc: 

Subject: 
Attachments: 

Anshul Mathur 
March 9, 2011 6:01 PM 
JoAnne Butler; Michael Killeavy; 'Sebastiana, Rocco' 
'Smith, Elliot'; Deborah Langelaan; Susan Kennedy; Kevin Dick; Safouh Soufi 
(safouh@smsenergy-engineering.com); 'Meehan, Gene' 
Financial Analysis on OGS · 
TCE Presentation Rev AM 9 March 2011. pptx 

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

Hi JoAnne, Michael & Rocco: 
See attached the presentation on the financial model created to get a better understanding of the NRR's and OGS 
Value. I can go through this presentation in tomorrow's meeting. 

Let me know if there is any additional analysis you would like to see or if you have any comments. 

Thanks, 
Anshul 

P.S- Let me know you have trouble opening the presentation as this was done in Office 2007. 

1 
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NBB Build-Up. Bas...! 2 n TCF caee:s 

contfactcapacity 
Contract Term 
caPex · 
Fl:c...!_O&M 
GD&M. 
CostctCapltal 
Pavment of capex 

Interest Durin !I Construction 
y~, 

Accumulated Cap ex 
Interest Payments 
Total Accumalated Interest 
Payment of roC 

OGS Portion of NRR 
NPV of OGS (as claimed by TCE) 
Pmt of NPV over the term 

Principal BemaininR 
Payment 
lntere$! Portion 
Prtoclpal Repayment 
roc Payment Portlon of NRB 
OGS Portion of NRB 

NPV of Interest Pmt 
NPVofOGSVatue 

NRR Bund-Up 
CapexNRB 
FIXedOpe>:NRR 
GD&M NRR 
OtherNRR. 
'DCM<R 
OGS NPVNRR 
Total NRR 

NRR Es~latlon 

c" 
Es~la!ion 

CapexNRR 
GD&MNBR 
OpexNRR 
OGS NPVNRR 
Remainin~ NRR 
Remainin~ NRR witholll Escata!icn 

NRR Value Difference 
NPV of NRR Value Difference 

NPV of Value difference ln Es~lation 

510 MW"$ 
25 years 

$580,263,700 CAD 
S1B.OOO,OOO CAD/vear 
$10,350,000 CAD/Vear 

7,393% 
$51.~8.160 

' $193,421,233 
$14,299,632 
$85.797",791 
$7.624,858 

$375,122,952 
$33,337,259 

' $590,263,700 

" '" '" '" '" 
5378.452,014 
$375,122,952 

$8,426 
$2,941 
$1,591 

' $366.642,467 
528,599,264 

' $580,263,700 
$51.568.160 
S42,896.8S5 

- $9,669,265 
$7,624,868 

$33,337,259 

SO <-PIUll 
$1,246 
$5.447 

$19,751.7 

2.00% ... 
' S198 

$19,948 
$8,426 
$1.691 
52,941 
$5,447 
51.443 
5_1,246 

i 
$5a0,263.700 
$42,898,895 

2 3 4 s 6 7 a 9 10 11 12 13 14 15 16 17 18 19 20 21 22 23 24 25 26 
5571,5<14,435 $562,2B4,251 $552,285,758 5541.548,092 5530,015,582 $517,632,548 $504,$32,962 $490,0S0,137 $474,711,384 $458.238.636 $440,548,05B 5421,549,616 $401,146,619 $379,235,228 5355,703.928 $330,432,959 $303,293,707 5274.148.051 $242.847,656 5209.233.223 $173,133,675 5134,355,287 $92,730.752 $48,018,177 $0 
$51,568,160 $51,558.16(1 551,568,160 551,568,160 $51,568.160 551.566.160 $51.568.160 $51.51.>6.160 551,568,150 $51,568,160 S$1,568.160 $51.568.160 $51,568.160. 551.566,160 $51,568,160 $51,568.160 $51,568,160 SS1,568.160 $51,568,160 $51,566.160 551,568,160 551.51.>6,150 $51,568,160 $51.568.160 
$42,257,9_n 541,569,675 !40,830,487 $40,036.650 539,184,126 $38,268,574 537,285,336 $36.229,407 $35.095.413 S33.Bn,S82 $32,569,718 $31,165,163 $29,656,nO 528.036.860 $26.297,191 $24,428,909 522.422.504 $20.267,765 517,953,727 515,468,612 S12,799.n3 $9,9:33,626 $6.855,585 53,549,984 SO 
59.310,184- 59,998,486 $10,'137,674 511.531,510 $12,384,034 $13,299,586 $14,282.824- 515,338,754 $16,472,7~8 517.690.576 $18,998,442 $20,402,997 52.l.B11,391 523,531,300 S2S,270,969 527,139.252 529,145.657 531,300.395 $33,614,433 536,099.548 ·538,766,388 541,634,535 544,712.576 S4B,018,1n 
$7,624,868 $7,624.868 57.624,868 57,624,868 . S7.624,868 57.624,856 57,624,868 $7,624,868 $7,624,UB $7,624.868 57.624,868 $7,624,868 $7.624.868 $7,624.868 $7,624,868 57,624,868 $7,624,868 $7,624,666 57,624,868 $7,624,B68 57.624,868 57.624,858 $7,624,868 57,624,868 

533,337,258 533.337.258 533,337,258 533.337.258 ,533.337.258 533,337.258 s33.337,258 s33.337,258 533,337,258 533,337,258 .sss.337,i58 $3:!,337.258 533,337,2S8 533,337.258 $33.337,258 533,337,258 s33.337.256 $33,337,256 533,337.258 $33,337,259 533.337.258 $33,337,258 533.337.258 533,337,258 

' $199 
520,149 
$8,426 
$1,691 
52.941 
$5,447 
$1,643 
$1.246 

' 5201 
520,350 

$8,426 
$1,691 
52.941 
$5,447 
$1,844 
51.248 

• 
'"' $20,554 

$8,426 
$1.691 ,,., 
$5,447 ,,.. 
$1,246 

' '''" !20,759 
$8,426 
$1.691 
$2,941 
$5,447 
52,253 
$1,246 

' "'" $20,967 
$6.426 
51,691 
$2,941 
$S,447 
52,461 
$1,246 

1 
S210 

521,176 
$8.426 
$1.691 
$2,841 
$5,447 
52.671 
$1,246 

' '"' $21,388 
$5,426 
$1.691 
52.941 
$5,447 
$2,882 
$1.2<16 

' "'' 521,602 
$6,426 
$1,691 
$2,941 
$5,447 
$3,096 
$1,246 

" $216 
521.818 
$8,426 
$1,691 
52.941 
$5,447 
$:3,312 
$1.246 

" '"' $22.036 
SB.426 
$1,691 
$2,941 
$5,447 
53,531 
$1,246 

" "'' ""'" $8,426 
51,691 
$2,941 
$5,447 
$3,751 
$1.246 

" "" $22,479 
$8,426 
$1,691 
52.941 
$5,447 
$3,97,3 
$1.;!46 

" "" """' 58.426 
$1,691 
52,941 
$5.447 
54.195 
$1,246 

" "" $22,931 
$8,426 
$1,691 
52.941 
$5.447. 
$4,425 
$1.246 

" "" 523,160 
$8,426 
$1,691 
$2,941 
$5,447 
!4,655 
$1,246 

" "" $23,392 
56.426 
$1.6~1 
52,941 
$5,447 
$4.886 
$1,246 

" "" $23,628 
$8,426 
$1,691 
$2,941 
55,447 
$5,120 
$1.249 

" "" 523,862 
$8.426 
$1,691 
$2,941 
55,447 
$5,356 
$1,246 

" '"' $24,101 
$8,426 
51,691 
52.941 
$5,447 
$5,595 
51.246 

" "" $24.342 
$6.426 
$1,691 

"'" 55,447 
55.838 
$1,2>16 

" "" 524,585 
$8,426 
$1.691 
52.941 
$5,447 
$6,079 
$1,2>16 

" "" $24,831 
58,426 
$1,691 
$2,941 
$5.447 
56.325 
$1,248 

" "" $25,079 
$8,426 
$1.691 
52,941 
55,447 
$5,574 
$1.246 

" "" $25,330 
$8,426 
$1.691 
$2,941 
$5,447 
$6,824 
$1,246 

" "" $25,583 
$8,426 
$1,691 
SZ.941 
$5,447 
$7,078 
51,246 

" $256 
$25,839 
$6,426 
$1,691 
$2,941 
55.447 
57.334 
$1,246 

" 5258 
$26,098 
$8,426 
$1,691 
$2,941 
$5,447 
$7,592 
$1,246 

" S261 
$26,359 
$6,426 
$1,691 
$2,941 
$5,447 
$7,853 
$1,246 

" $264 
$26.622 
$8,426 
$1,691 
52.941 
$5,447 
$8,116 
$1,246 

5198 $397 $596 
$1,208,603 $2,429,694 

5802 
$4,908.224 

$1,008 S1.215 $1,425 $1,637 $1,850 $2,066 52.285 $2,505 $2,726 52,952 $3,179 $3.409 $3,640 $3,874 $4,111 $4,349 $4.590 !4,834 5~.079 55,328 $$,579 $5,832 $6.088 $6,346 56.!i07 $6,871 
$7,436.573 $8.719,742 510.015.742 S11,324,703 $12,546,752 S13.9SZ.023 515,330.646 $16,692,755 $18,068,486 519.457,973 $20,861,356 S22.278.m $23,710,363 $25.1S6,270 526.615,635 $28,091.604 $29,581.323 $31,085,939 $32.605,602$34,140,460 535.690,668 11#11##1## #111111###!######## ##1111#### $3.662.794 $6.168,109 

S164.1134.m 

-NfiR Variance with. K·W Capax & OGS IIIPV 
r<.:vii"Piiirif CaDeX 

5580.263.700 ···""'-SSB"i39"4;706-, . 5517.308.116 
OGS NPV (5.25% & 8%) -,-- 53'/:~_;ooo.Oi!O; 519,750 $19.452 $18.701 
OGS NPV (5.25% & 9%) ;;.' $348,500,0.00! $19,365 519,067 $18,316 

OGS NPV (5.25% & 10%) .- $328,300,000, $19,072 $18,774 518,022 
OGS NPV (7.39% & 8%) ::: _. $149,80o.ooo·. 515.480 $16.162 515.430 

I OGS NPV 17.39% & 9%1 ; . S123.100.000 $16.092 S15.794 $15.043! 

Value of Escalation - CPl 3t 2% & Fl~ed K-W Ca of 580M 
Es~la!ion Df NRR 

20% 30% 40% 50% Olff bet 20 & SO% 

g~~~~~~:~;~::~~::' ·-·-·· !}:~~~; ~!~~:~~~ ::~:~~~- !~~:~;~:~~~ ~~~~:~~~:~~ sig~:~~~~~ 
OGS NPV(5.25% & 10%) ;;,, .. ·:;- "519,072 $60.478.525 $92,145,284 $124,811,174 $158,513,587 $98.035.052 

g~~ ~~~ g:;:~: :~~: -··, <-: :l:~:- :~~~:~: m:~~:~~~ ~~~~-~~:~~~ :g~:~:;::~ ::~:~~~:~~ 
Valueo:tEscalatlon ·CPI at 2% & Fix~ K-WCa of 562M Escalation of NRR 

20% 30% 40% 50% Oiff bel20 & 50% 

g~~~~f~:~~:::l~~- > '·':~::~- :~:~:::~: ~~i~:::; :~~~:~~~::~~ ~~~:!~:~~~ ::::~~~::~ 
OGS NPV (5.26% & 10%).o _ . $18,n4. $59,534,020 $90,706,233 $122.661.973 $159.038,048 $96,504,028 

~ ~~~-{~:;~~: ~~l·-- -·=~~:;~~- ~:~~:~:~ g::~~~~~ :~~~:~~~::~ ~~~:~~::~ ::: ~::: 
Value cf Escalation ·CPl at2% & Fixed K-W Ca ~ of517M 

Escala~on of NRR 
20% 30% 40% 50% Dlff bet 20 & SO% 

OGSNPV{5.25%&8%) • $18,701 $S9,301,332 $90,351,710 $122,361,770 5155.428,177 "$96,126,845 
0GS NPV (5.2S% & 9%)-· : ${6.316 558.061,047 5B8,492,479 $119,853,~34 5152,229,822 S94.14S,775 

OGS NPV (5.25% & 10%) $18,022 $57,150,868 $97,075,254 $117,943,797 5149,791,632 592,640,954 
OGS Nf'V (7.39% & 8%) . ' $15,430 548,931.212 $74,551,759 5100,980,670 $128,248,196 S79.S~B,9il7 
OGS NPV (7.39% & 9%1 · $15,043 $47,701.717 $72.678.497 598.443.329 $125,026.705 $77,323,966 



N.RR Build-Up ·Based on TCE Capex 

Conb'act Capacity 
Contract Term c._ 
F~edO&M 
GD&M 
Cost of Capital 
Payment of Capex • 

Interest During· Construction 
Year 
kcumutated Capex 
Interest Payments 
Total Aecumalated Interest 
F'ayment of IDC 

OGS Portion of NRR 
NPV of OGS (as clalme<l by TCE) 
Pmt of NPV over the term 

Pril<:lpal Remaining 
Paym.=nl 
Interest Portion 
Principal Repayment 
!DC Payment Portion of NRR 
OGS Pol'lion of NRR· 

N?V of Interest Pmt 
~V of OGS Value 

NRRBuild-Up 
CapexNRR 
FD!ed Opex NRR 
GO&MNRR 
OtllerNRR 
IOCNRR 
OGSNPVNRR" 
Total NRR 

NRR Escalation 

c" 
Escalation 

Capex'NRR 
GD&M NRR 
OpexNRR 
OGSNPVNRR 
RemainingNRR 
Remaining NRR without Escalation 

NRR Value Differe11ce 
NPV of NRR Value Difference 

NPV ofVafue difference In Escalation 

510MWs 
20 yiars 

$580,263,700 CAD 
$18,000,000· CADI'{eat 
$10,350,000 CAO/year 

7.393% 
$56,156,972 

0 
$193,421,233 

$14,299,632 
$85,797,791 

$8,347,728 

$375,122,952 
$36,497,727 

0 
$580,253,700 

so 
so 
$0 
so 
so 

$327,769,088 
$375,122,952 

$9,225 
$2,941 
$1,691 

1 
$386,842,487 
$28,599,254 

1 
$580,263,700 
$56,456,972 
$42,898,895 
S13,55s,on 
$8,347,728 

$36,497,727 

50 <-Plug 
$1,364 
$5,964 

$21,18~.0 

2.00% 
50% 

1 
$212 

$21,397 
$9,225 
$1,691 
$2,941 
$5,954 
$1,576 
$1,364 

$212 
$1,298,524 

$176,078,017 

2 
$580,253,700 
$42,898,895 

2 
5566,705,623 

$56,456,972 
$41,896,547 
$14,560,42& 

.- $8,347,728 
$36,497,727 

2 
$214 

$21,611 
$9,225 
$1,691 
$2,941 
$5,964 
$1,790 
$1,3S4 

$426 
$2,606,014 

3 
$552,145,197 

$56,456,972 
$40,820,094 
$15,&36,878 

$8,347,728 
$36,497,727. 

3 
$216 

$21,827 
$9,225 
$1,691 
$2,941 
$5,964 
$2,006 
$1,364 

$642 
$3,928,598 

• ' ' ~536,508,320 $519,715,407 $501,680,995 
$56,45S,972 $56,456,972 $56,456,972 
$39,S64,060 $38,422.560 $37,089,276 
$16,792,912 $16,034,412 $19,367,696 
$8,347,728 $6,347,728 $8,347,728 

$36,497,727 $36,497,727 $3&,497,727 

• 5 ' $218 $220 $223 
$22,045 $22,266 $22,-488 
$9,225 $9,225 $9,225 
51,691 $1,691 $1,691 
$2,941 $2,941 $2,941 
$5,964 $5,964 $5,964 
$2,224 $2,445 $2,667 
$1,364 $1,364 $1,364 

$860 $1,081 $1,303 
$5,264,408 $6,613,577 $7,976;2.37 

,..,.,u,..u~,•uu .. ~~.O,.;>'O't,IU<> ,."II,.;>UO,II<> 

OGS NPV (5.25% & 8%) ·. •,- $3_?51.00,0,0~Q.' $21,183 $20,857 $20,034 

7 ' $482,313,299 $461,513,749 
$56,456,972 $56,456,972 
$35,657,422 $34,119,711 
$20,799,550 $22,337,261 
$8,347,728 $8,347,726 

$36,497,727 $36,497,727 

7 ' $225 $227 
$22,713 $22,940 
$9,225 """ $1,691 $1,S91 
$2,941 $2,941 
$5,964 $5,964 
$2,892 $3,119 
$1,364 $1,364 

$1,528 $1,755 
$9,352,523 $10,742,573 

OGS NPV(5.25% & 9%). , $;M,8,~0,0;QOO~ $20,762 $20,436 $19,613 
OGS NPV (5.25% & 10%) · · $.32.M~0,9qD_, $20,441 $20,115 , $19,292 

~~~ ~~ g:;:~! :~~ ·: ·.~ ;{~:~~:~~g, m:~~~ :~~:~ :~::~;~ 
Value of Escalation· CPI at2% & Fixed K-W Ca of SBOM 

Esca!afion o1 NRR 
20% 30% 40% 50% Oiff blit 20 & SO% 

OGS NPV(5.25% & 8%) "-:~.' · $21,1.83 $87,173,776 $102,346,192 $138,626,346 $176,061,n1 $108,887,995 
OGS NPV (5.25% & 9%) . .- .$2!:),7_62. $S5,837,805 $100,310,701 $135,871,265 $172,560,203 $106,722,399 

OGS NPV (5.25% & 10%) • •. $20,4-4,1_ $&4,819,441 $98,759,119 $133,769,641 $169,891,084 $105,071,642 

~~ ~~g:;:~: :~~ ,' ;~;:~~. :~:!~:!!! :Sai:~~:~~ =~:~:!~g:;~ =~:~:~:~~~ ::~:~~~::~~ 
Value of Escalation • CPI at 2% & Fixed K·W Ca of S82M 

Escala~on of NRR 
• 20% 30% 40% 50% Oiff bet 20 & 50% 

OGS NPV (5.25% &6%) $20,857, $66,139,729 $100,770,714 $136,494,355 $173,351,544 $107,211,815 
OGS NPV {5.2$% & 9%) · $2_0,436 $64,803,757 $98,735,223 $133,737,274 $169,849,976 $105,046,219 

OGS NPV(5.25% & 10%) -. $20,115 $63,785,394 $97,183,641 $131,635,650 $167,180,856 $103,39$,462 
' OGS NPV[7.39% & 8%) $1,7,27J. $54,786,491 $63,472,882 $113,064,3S9 $143,594,824 $88,608,333 

OGS NPV [7.39% & 9%) $16,852______!g41_Q.43_§ __ $81,422.029 $!1~.2~_6,51!! __ §_140,()66.829 $86,626,333 

' 10 11 12 13 ,. 15 " 17 18 19 20 21 
$439,176,488 $415,187,833 $389,425,698 $361,758,957 $332,046,835 $300,138,086 $265,870,322 $229,069,143 $189,547,252 $147,103,508 $161,521,898 $52,570,4-40 ~0 
$56,456,972 $56,456,972 $56,456,972 $56,456,972 $56,456,972 $55,456,972 $56,456,972 $55,456,972 $5_6,456,S72 $56,456,972 $56,4_56,972 $56,45S,!!72 
$32,468,318 $30,694,837 $28,790,242 $26,744,840 $24,546,223 $22,189,209 $19,655,793 $16,935,082 $14,013,228 $10,875,362 $7,505,514 $3,886,533 ., 
~23,988,655 $25,762,13& $27,S<i6,730 $29,712,132 $31,908,750 $34,267,764 $3S,801,179_ $39,521,891 $42,443,74-4 $45,581,&10 $46,951,456 $52,570,4-40 
$8,347,728 $6,347,728 $8,347,728 $8,347,728 $8,347,728 $8,347,728 $8,347,728 $8,347,728 $8,347,728 $8,347,728" $8,347,728 $8,347,728 

$36,497,727 $36,497,727 $36,497,727 $36,497,727 $36,497,727 $36.497,727 $36,497,727 $36,497,727 $3&,497,727 $36,497,727 $36,497,727 $36,497,727 

9 10 11 12 13 ,. 15 " 17 18 18 20 21 22 23 " 25 " 27 28 29 30 

$229 $232 '"' '"' $239 $241 $244 '"' $248 $251 $253 "" $250 $2" '"' '"' $269 $272 "" $277 $280 $283 
$23,170 $23,401 $23,635 $23,872 $24,111 $24,352 $24,595 $24,841 $25,090 $25,340 $25,594 $25,850 $26,108 $26,369 $26,633 $26,899 $27,168 $27,4-40 $27,714 $27,992 $28,272 $28,554 

. $9,225 """ $9,225 $9,225 $9,225 $9,225 $9,225 $9,225 """ $9,225 "·"' $9,225 $9,225 """ $9,225 $9,225 $9,225 $9,225 $9,225 $9,225 $9,225 $9,225 
$1,S91 $1,691 $1,691 $1,691 $1,691 $1,691 51,691 $1,691 $1,691 $1,691 $1,691 $1,691 $1,691 $1,691 $1,691 $1,691 $1,691 $1,691 $1,691 $1,691 $1,691 $1,691 
$2,941 $2,941 $2,941 $2,941 $2,941 $2,941 $2,941 $2,941 $2,941 $2,941 $2,941 $2,941 $2,941 $2,941 $2,941 $2,941 $2,941 $2,941 $2,941 $2,941 $2,941 $2,941 
$5,964 $5,964 $5,964 $5,964 $5,964 $5,964 $5,964 $5,964 $5,964 $5,964 $5,964 $5,964 $5,964 ' $5,964 $5,964 $5,964 $5,964 $5,984 $5,964 $5,964 $5,964 . $5,964 

$3,349 $3,580 ' $3,814. $4,051 $4,290 $4,531 $4,774 $5,020 $5,269 $5,519 $$,773' $6,029 $6,287 $6,548 $6,812 $7,078 $7,347 $7,S19 $7,893 $8,171 $8,450 $8,733 
$1,364 $1,364 $1,364 $1,364 $1,364 $1,3S4 $1,364 $1,364 $1,364 $1,364 $1,3S4 $1,364 $1,364 $1,364 $1,354 $1,364 $1,384 $1,364 $1,364 $1,364 $1,3S4 $1,364 

$1,985 $2,216 $2,450 $2,687 $2,926 $3,167 $3,410 $3,656 $3,904 $4,155 $4,409 $4,665 $4,923 $5,184 $5,4-48 $5,714 $5,983 $6,255 $6,529 $6,807 $7,086 $7,369 
$12,146,523 $13,564,513 $14,996,682 $16,443,173 $17,904,129 $19,379,S95 $20,876,016 $22,375,240 523,895,517 $25,430,996 $26,981,831 $28,548,173 ######## #####tt## ######## ######## ######## #11###11## ######## #######"##It############ 



NRR BuAd-Up- Bas~ onTCF Capn 

Contract Capacity 
Conlr.lct Term 
Capex 
Fixi!!IO&M. 
GD&hl 
Cc$! of Capital 
Payment of Capex 

Interest Durin~ Construction 
Year · 
Acwmulated Capex 
Interest Payment& 
Tctal ACcumalate-d Interest 
Payment of IOC 

OGS Portion of NRR 
NPV cf OGS (as claimed by TCE) 
Pmt of NPV over the term 

Principal Remaining 
Payment 
lnt~:~est Portion 
Prirn:lpal Repayment 
JOC Payment Portion of NRR 

• OGS Portion of NRR 

NPV of Interest Pmt 
NPV of OGS Value 

NRRBu~d.tJp 

CapexNRR 
FbredOpexNRR 
GD&MNRR 
OtherNRR 
IDC NRR 
OGSNPVNRR 
TotaiNRR 

NRR Escalation 
CPI 
Escalation 

CapexNRR 
GO&MNRR · 
OpexNRR 
OGSNPVNRR 
Remaining NRR 
Remaining NRR without Escalation 

NRR Value Difference 
NPV cit NRR Value Ditferern::e 

NPV of Value difference 1n Escalation 

/ 

510 MWs 
20 yeara 

5580,263,700 CAD 
518,000,000 CADJvear 
510.350,000 CAOtvear 

"7.393'11._ 
556,456,972 

' $193,421,233 
$14,299,632 
$85,797,791 
$8,347,728 

$375,122,952 
$36,497,727 

' $580,263,700 

" " $0 ' 

" .. 
5327,769,088 
$375,122,952 

""" $2,S41 
51,691 

1 
$386,842,467 

$28,599,264 

1 
$580,263,700 

$56,456,972 
$42,898,895 
$13,558,077 

$8,347,728 
$36,497,727 

$0 .;...Plug 
$1,364 
$5,964 

$21,185.0 

2.00% 
50% 

1 
$212 

$21,397 
$9,225 
$1,691 
$2,941 
$5,964 
$1,576 
$1,364 

$212 
$1,296,524 

$176,078,017 

2 
5580,263,700 
$42,898,895 

2 
$566,705,623 
$56,456,972 
$41,896,547 
$14,560,426 
$8,347,728 

$36,497,727 

2 
$214 

$21,611 
$9,225 
$1,691 
$2,941 
$5,964 
$1,790 
$1,364 

'"' $2,606,014 

' $552,145,197 
556,456,972 
$40,820,094 
$15,636,878 
$8,347,728 

$36,497,727 

' $216 
$21,827 ,..,, 
$1,691 
$2,941 
$5,964 
$2,006 
$1,364 

$642 
$3,928,598 

• 5 ' ' ' $536,508,320 $519,715,407. $501,680,995 $482,313,299 $461,513,749 
$56,455,972 $56,456,972 $56,456,972 $55,451S,972~ . $56,456,972 
$39,664,060 $38,422,560 $37,0~9,276 $35,657,422 $34,119,711 
$16,792,912 $18,034,412 $19,367,696 $20,799,550 $22,337,261 
$8,347,728 $8,347,728 $8,347,728 $8,347,728 $8,347,728 

$36,497,727 $36,497,727 536,497,727 $36,497,727 $38,497,727 

• 5 ' ' • $218 '"' '"' $225 $227 
$22,045 $22,265 $22,488 $22,713 $22,940 
$9,225 $9,225 $9,225 $9,225 $9,225 
$1,691 $1,691 $1,691 $1,691 $1,691 
$2,941 $2,941 $2,941 $2,941 $2,941 
$5,964 $5,964 $5,964 $5,984 $5,984 
$2,2,. $2,445 $2,667 $2,892 $3,119 
$1,364 $1,354 $1,364 $1,364 $1,364 

"" $1,081 $1,303 $1,528 51,755 
$5,264,408 $6,613,577 $7,976,237 $9,352,523 $10,742,573 

-~~-~~~·¥··-·"' 
20% 30% 40% 50% Oiff bat 20 & 50% 

OGSNPV(5.25%&8%) $20,857 $66,139,729 $100,770,714 $136,494,355 $173,351,544 $107,211,815 
OGS NPV (5.25% & 9%) $20,436 $64,803,757 $98,735,223 $133,737,274 $169,849,976 $105,046,219 

OGS NPV (5.25% & 10%) $20,115 $63,785,394 $97,183,641 $131,635,650 $167,1"80,856 $103,395,462 
OGS NFV (7.39% & 8%) $17,2TI $54,786,491 $83,472,882 $113,064,369 $143,594,824 $88,808,333 
OGS NPV .39% & 9% $16,852 $53,440.436 $81.422.029 $110,286,479 $140,066,829 $86,626,393· 

Value of Escalation -CPI at2% & Fixed K-'111 Ca of 517M 
~eAA~A~AA Af "'cc 

$1 02,982,520 
$100,816,924 
$99,166,168 
$84,579,039 
$82,397,099 

' 10 11 12 " " 15 16 " " " '" 21 
$439,176,488 $415,187,833 $389,425,698 $351,758,967 $332,046,835 $300,138,086 $265,870,322 $229,069,143 $189,547,252 $147,103,508 $101,521,898 $52,570,440 -$0 

$56,456,972 $56,456,972 $58,456,972 $56,455,972 556,456,972 $56,456,972 $56,456,972 $56,456,972 $56,456,972 $56.456,972 $56,456,972 $56,456,972' 
$32,468,318 $30,694,837 $28,790,242 $26,744,840 $24,548,223 $22,189,209 $19,655,793 $16,935,082 $14,013,228 $10,875,362 $7,505,5"14 $3,886,533 

~· $23,968,655 $25,762,13S $27,666,730 $29,712,132 $31,908,750 $34,267,764 $36,801,179 $39,521,891 $42,443,744 $45,581,610 $48,951,458 $52,570,440 
$8,347,728 $8,347,728 $8,347,728 $8,347,728 $8,347,728 $8,347,728 $6,347,728 $8,347,728 $8,347,726 $8,347,728 $8,347,728 $8,347,728 

$36,497,727 $36,497,127. $36,497,727 $36.497,727 S35,497,n7 536,497,727 $36,497,727 $35,497,727 $36,497,727 $36,497,727 $36,497,727 $36,497,727 

' 10 11 12 " " 15 16 " " " 20 21 " " " " " " 28 29 " $229 $232 '"' $236 $239 $241 ""' "" "" $2>1 $253 "'' $258 $261" '"' $266 "" $2n $274 $277 • $280 $283 

$23,170 $23,401 $23,635 $23,872 $24,111 $24,352 $24,595 $24,841 $25,090 $25,340 $25,594 $25,850 $26,108 $26,369 $26,633 $26,899 $27,168 $27,440 $27,714 $27,992 $28,272 $28,554 

$9,225 $9,225 """ $9,225 $9,225 $9,225 $9,225 $9,225 $9,225 $9,225 $9,225 $9,225 $9,225 $9,225 $9,225 ""' """ $9,225 $9,225 $9,225 $9,225 """ $1,691 $1,691 $1,691 $1,691 $1,691 $1,691 $1,691 $1,691 $1,691 $1,691 $1,691 $1,691 $1,691 $1,691 $1,691 $1,691 $1,691 $1,691 $1,691 $1,691 $1,691 $1,691 ,,.., $2,941 $2,941 $2,941 $2,941 $2,941 $2,941 $2,941 $2,941 $2,941 $2,941 $2.,941 $2,941 $2,941 $2,941 $2,941 $2,941 $2,941 $2,941 $2,941 $2,941 $2,941 

$5,964 $5,964 $6,964 _$5,964 $5,964 $5,964 $5,964 $5,964 $5,964 $5,964 $5,964 $5,964 $5,964 $5,964 $5,964 $5,964 $5,964 $5,964 $5,964 $5,964 $5,964 $5,964 

$3,349 $3,580 $3,814 $4,051 $4,290 $4,531 S4,n4 $5,020 $5,269 $5,519 $5,773 $6,029 $6,287 $6,548 $6,812 $7,078 $7,347 $7,619 $7,893 $8,171 $8,450 $8,733 

$1,364 $1,364 $1,364 $1,364 $1,364 $1,364 $1,364 $1,364 $1,364 $1,364 $1,364 $1,364 $1,364 $1,364 $1,364 $1,364 $1,364 $1,364 $1,364 $1,364 $1,364 $1,364 

$1,985 $2,216 $2,450 $2,687 $2,926 $3,167 $3,410 $3,656 $3,904 $4,155 $4,409 $4,665 $4,923 $5,184 $5,448 $5,714 $5,983 $6,255 $6,529 $6,807 $7,086 $7,369 

$12,146,523 $13,564,513 $14,996,682 $16,443,173 $17,904,129 $19,379,695 $20,870,016 $22,375,240 $23,695,517 S25,43Q,996 $26,981,831 $28,648,173 ######## ######## ######## #####II## ######## ######## II############### ##tt##ft## ##II##### 



Plug for NRR Calculations 
NRRPiug SO 
Plug Delta SO 

NRR Variance with K-W Capex & OGS NPV • 20 Year Term 

7.39% & 9% =$123.1M 
7.39% & 8%- $149.8M 
- 5.25% & $0 =$262M 
5.25% & 9% = $348.5M 
5.25% & 8% $375M 

K-WCapex 
$580,263,700 $562,394,706 

Capex (543M) +Sunk 
(37M)= $580M 

$14,867 
$15,224'" 
$16,727 
$17,885 
$18,240 

20YearTerrn 

CaP!'IX.(525M) + OGS 
Sunk {37M): $562M 

$14,602 
$14,960 
$16,462 

. $17,621 
$17,976 

NRR Varia 'hoe with K-W Capex & OGS NPV • 25 Year Term 

5,25% & 8% =$375M 
5.25% & 9% = $348.5M 

5.25% & $0 =$262M 
7.39% & 8%"' $149.8M 
7.39% & 9%= $123.1M 

K-WCapex 
$580,263,700 $562,394,706 

TCE Capex (543M) + 
OGS Sunk {37M)-= 

$58 0M 
$16,711 
$16,396 
$15,367 
$14,034 
$13,717 

High'CERA Capex 
(525Mj'+ OGS Sunk 

(37M)= $562M 
$16,476 
$16,161 
$15,133 
$13,799 
$13,482 

$128,335,415 

$517,308,116 

Capex (480M} + · 
Sunk {37M)= $517M 

$13,935 
$14,293 
$15,795 
$16,954 
$17,309 

$517,308,116 

Low CERA Capex 
(480M) + OGS Sunk 

(37M)= $517M 
$15,884 
$15,569 
$14,541 
$13,207 
$12,890 

$517,308,118 

Cap ex {54JM) +Sunk 
(37M}= $580M 

$13,717 
$14,034 
$15,367 
$16,396 
516,711 

I 

·::: I 

25YearTenla 
Capex (525M) 
+OGssunk 

{37M}= $562M 

; 

$13,482 
$13,799 
$15,133 

,$16,361 ·-
516,476 

...... 

Capex (480M) + 
Sunk (37M)"' 

$517M 
$12,890 
$13,207 
$14,541 
$15,569 

-s1S,884 

?::s 

30YaarTerm 
Capax (543M) + Capex {525M) + 
Sunk (37M)= OGS Sunk 

$580M (37M).= $562M 
$12,989 $12,773 
$13,281 $13,065 
$14,508 $14,292 
$15,454 $15,238 
$15,744 $~5,528 

_,_ -

(480M) +I 
Sunk 

(37M}:: 
$12,229 
$12,521 
$13,747 
$14,693-
$14,983 

j 
--low CERA Capex {48ClM) + OGS 

Sunk (37M)= $517M 

C>p~ 
(52SM]+
OGSSUnk 
(37M).:: 
$562M 

20YearTerm 

$119,899,220 
$108,956,548 

;.~' ,, ~tv· ,, ";>J.'?•Io'~~-"~ ,~cfl>'ll-~' #~' ' . 
NRR based upon Term of the Contract, K-W Capex & OGS Value 

Capex- SBOM, OGS- Capex- 582M, OGS • Capex- 517M, OGS- Capex- 580M, OGS- Ca1 •ex - 562M, OGS -

20 Years 
25 Years 
30 Years 

375M 375M 375M 
$18,240 $17,976 
$16,711 $16,476 
$15,744 $15,528 

262M 262; M 
$17,309 516,727 $16,462 
$15,884 $15,367 $15,133 
$14,983 $14,508 $14,292 

Capex- 's17M, 
OGS-262M 

$15,795 
$14,541 
$13,747 

1· 

Capex • SBOM, Capex- 562M, Capex- 517M, 

·-~-OGS-123M OGS-123M OGS-123M 
$14,867 $14,602 $13,935 
$13,717 $13,482 $12,890 
$12,989 $12,773 $12,229 ~~ 

Capex C.pex Capex Capex Capex Cape.>: CaP.,x Cape.>: Capex 

SSOM, 562M, 517M, SSOM, 562M, 517M, SSOM, S62M, 517M, 
OGS· OGS· OGS· OG5· OGS· OGS· OGS· OGS- OGS-
375M 375M 375M 262M 262M 262M 123M 123M 123M 

C!pex 
(543M)+ 

Sunk(37M) 
=$580M 

-+-2ClYears 

_...2SYears 

-E-30Years 

C>p~ 

(52SM)+ 
OGSSunk 
{37M)= 
$562M 

'-' 

Capex 
(480M)+ 

Sunk(37M) 
=$517M 

C.p~ 

{543M]+ 
Sunk(37M) 

:$5SOM 

C.p~ 

(S2SM)+ 
OGSSunk 

Capex 
{480M)+ 

Sunl<C37Ml 

_,_ 

-
...... 

-~-------- ." ..... ·-·--··· 



Plug for NRR Calculations 
NRR Plug 
Plug .Delta · 

$0 
$0 

INRR Variance~th i'{-WCapex & OGS NPV- 20 Year Term 
K-WCapex 

$580,263,700 $562,394,706 
20YearTerm 

TCE Capex (543M) + High CERA_ C:apeX 
OGS Sunk (37M) = (525M) + OGS. Sunk 

$580M . (37M)= $562M 
5.25% & 8% = $375M $18,240 $17,976 --

5.25% & 9% = $348.5M $17,885 $17,621 
5.25% & $0 = $262M $16,727 $16,462 

7.39% & 8% = $149.8M $15,224 $14,960 
7.39% & 9% = $123.1M $14,867 $14,602 

INRR Variance with K .. W Capex & OGS NPV -25 Year Term 
K-WCapex 

$580,263,700 • $562,394,706 

TCE Capex (543M) + High CERA Capex 
OGS Sunk (37M)= {525M) + oGs Sunk 

$580M (37M) = $562M 
5.25% & 8% =$375M $16,711 $16,476 

5.25% & 9% = $348.5M $16,396 $16,161 
5.25% & $0 = $262M $15,367 $15,133 

7.39% & 8% = $149.8M $14,034 $13,799 
7,39% & 9% = $123.1M $13,717 $13,482 

NRR Variance with K-W Capex & OGS NPV- 30 Year Term 
K-WCapex 

$78,697,630 $120,051 ,306 

TCE Capex (543M) + High CERA Capex 
OGS Sunk (37M) = (525M) + OGS Sunk 

$58 0M (37M) = $562M 
5.25% & 8% =$375M $15,744 $15,.528 

5.25% & 9% = $348.5M $15,454 $15,238 
5.25% & $0 = $262M $14,508 $14,292 

7.39% & 8% = $149.8M $13,281 $13,065 
7.39% & 9% = $123.1M $12,989 $12,773 

fValue_ofNRR Escalation- 50% vs 20% (at CPI of2%} 
K-WCapex 

$580,263,700 $562,394,706 

TCE Capex (543M) + High CERA Capex 
OGS Sunk (37M) = (525M) + OGS Sunk 

$580M (37M) = $562M 

5.25% & 8% = $375M $132,845,633 $130,919,914 
5.25% & 9% = $348.5M $130,261,13_4 $128,335,415 
5.25% & '10% = $328.3M $121,824,939 $119,899,220 
7.39% & 8% = $149.8M $110,882,267 $108,956,548 
7.39% & 9% = $123.1M $108,278,262 $106,352,543 

NRR based upon Term of the Coritract, K-W Cap ex & OGS Value 

$517,308,116 

Low CERA Capex 
(480M) + OGS Sunk 

(37M)= $517M 
$17,309 
$16,954 
$15,795 
$14,293 
$13,935 

' $517,308,116 

Low CERA Capex 
(480M) + OGS Sunk 

(37M)= $517M 
$15,884 
$15,569 
$14,541 
$13,207 

. $12,890 

$162,811,407 

Low CERA Capex 
(480M) + OGS Sunk 

(37M) = $517M 
$14,983 
$14,693 
$13,717 
$12,521 

.$12,229 

$517,308,116 

Low CERA Capex 
(480M) + OGS Sunk 

(37M)= $517M 
$126,060,989 
$123,476,490 
$115,040,295 
$104,097,623 
$101,493,619 

I 

I ·~ 

I 
'I 

I 
I 

I 
' ' I 
I 

I 

--
--
--

~ .I 

I -- 1 

I 'I 

I:~ 
I ,~ -+-

I ..,._ 
I · I ' 
i 
1

LI ------------

I ' 

I 
I I 

I I 
I, -

-~ --2 ' ..,._ 

.J 

Capex-580M, OGS- Capex-562M, OGS- Capex-517M, OGS- Capex- 517M, -Capex M SBOM, Capex- 562M, Capex- 517M, 
OGS- 123M OGS- 123M 

Capex- 580M, OGS - Capex- 562M, OGS -

20 Years 
25 Years 
30 Years 

375M 375M 375M 
$18,240 $17,976 
$16,711 $16,476 
$15,744 $15,528 

262M 262M 
$17,309 $16,727 
$15,884 $15,367 
$14,983 $14,508 

OGS- 262M OGS- 123M 
$16,462 $15,795 $14,867 $14,602 $13,935 
$15,133 $14,541 $13,717 
$14,292 $13,747 $12,989 

$13,482 $12,890 
$12,773 $12,229 $15,000 

$14,250 
$13,500 
$12,750 
$12,000 

Capex Capex Capex Capex Capex Capex Capex Capex Capex 

580M, 562M, 517M, 58 0M, 562M, 517M, 580M, 562M, 517M, 
OGS- OGS- OGS- OGS- OGS- OGS- OGS- OGS- OGS-
375M 375¥ 375M 262M 262M 262M 123M 123M 123M 

...,.._20Years 

---25Years 

""'*"'"30Years 

/ 



NRR Bu~d-Up. Based en TCE CaP"X 

· ~rrtrar:tca)iacity 
.C<!rihactTerm, 
0.~ 
FlxedO&M 

-~~~Capital 
Piyment of Cap!!ll" 

Interest During Construction 
y~, 

Aecumulated Capex 
Interest Payments 
Total Aecumalated Interest 
Payment of IOC · 

OGS Pcrtion ofNru:t 
NPV of OGS {as claimed by TCE) 
Pmt cf NPV ever the term 

Principal Remaining 
Payment 
lnlerest Portion 
P~nclpal Repayment 
IOC Payment Portion of NRR 
OGS Pcrtion of NRR 

NPV of Interest Pmt 
NPV of OGS Value 

. NRR Build-Up 
CapexNRR 
Fixed OpexNRR 
GO&MNRR 
Othi!I"NRR 
IOCNRR 
OGS NPVNRR 
TotlllNRR 

NRR Escalation 

"' Escalaflon 

capexNRR 
GD&MNRR 
OpexNRR 
OGSN?VNRR 
Remaining NRR 
Remaining NRR wilhcut Escalation 

NRR Value Difference 
NPV of NRR Value Difference 

NPV of Value dlfference In Escalation 

s1o MW-; 
30 years 

$580.263.700 CAD 
$18,000,000 CAO/vear 
$10,350,000 CAO/vear 

5.250% 
$38,829,~6!_ 

0 
$193,421,233 
$10,15'1,615 
$50,927,689 
54,07?,094 

$375,122,952 
$25,102,078 

$580,263,700 

" " " " " 
$341,813,633 
$375,122,952 

56,345 
52,941' 
$1,691 

' $386,842,~67 
$20,309,230 

' $560,263,700 
$38.829.~61 

$30,463,844 
$6,365,623 
S4,on,o94 

$.25,102,078 

SO <-Plug 
sese· 

$4,102 
$15,744.9 

2.00% ,,. 
' '"' $15,902 

56,345 
51,691 
$2,941 
$4,102 

''" ... 
m7 

$963,586 

$184.992,134 

::;;I ?$::=, == 
'"·~, .,~ 
:~:::: J ""~ 
$12,500 • ............... 
$12,000 

..... .,;> .,.;> _.;> 1';> 
.:;-"'' ..,-i" r;.<o'"lfi ..,--l'' ... -.$'' 

' S$80,263,700 
$30,463,844 

' $571,698,077 
S36,82S.467 
$30,024,649 
58,804,818 
S4,on,os4 

$25,102,078 

2 
$159 

$16,061 
$6,345 
$1,691 
$2,941 
$4,102 

$993 

"" 
$316 

$1,936,909 

/" 

' ' ' ' ' $563,093,256 $553,826,187 $544,072,594 $533,606,938 $523,002,335 
$38,829,467 $38,629,467 $38,829,467 $38,829,467 $36,829,467 
$2B,562,396 !29,075,875 S28,563,811 . $.28,024,864 $27,457,623 
$9,267,071 $9,753,593 $10,265.656 $10,804,603 $11,371,845 
$4,077,094 $4,071,094 54,077,094 $4,077,094 S4,on,os4 

5?5,102,078 $25,102,078 $.25.102,078 $.25,102.076 $.25,102,078 

' ' ' ' ' 5161 $162 '"' 5165 $167 
$16,222 516,384 $16,546 $16,714 $16,881 

$6,345 $6,345 $6,345 $6,345 $6,345 
$1,891 $1,691 $1,691 $1,691 51,691 
$2,941 $.2,941 $.2,941 ""' $2:941 
$4,102 $4.102 $4,102 $4,102 $4,102 
$1,143 $1,305 $1,469 $1,635 $1,802 ..... $666 $666 '"' "" 
"n $639 "" "" 51,136 

. $2,919.763 $3,!112,5'17 $4,915,259 $5,927,998 $6,850.864 

(_ 
a 9 10 11 12 13 14 1s 16 11 1a 19 20 21 22· .23 24 25 25 21 26 29 30 

5511,630,4tltl 5499,661,523 $467,064,391 $473,805,804 $459,851,142 $445,163.659 $429,705,494 $413,435,565 $396,311,465 . ...5378,288,350 $'359,319,020 .$339,353.602 $318,340,409 $296,223,813 !272.946,095 5248,44<1,298 $222,660,261 $1~5,520,457 5165,955,814 $136,691,527 111111####### $71,944,963 $36,892,605 
$38,829,467 $38.829,451 $38.829,467 $38,829,467 $38,829,467 $38.829,467 $36,829,467 $38,829,467 $38,829,467 $38,8'29,467 $38,829,461 $38.829,467 $'38,629,467 536,629,467 $38,829,467 $36,629,467 $38,829,467 538,829,487 $38,829,467 !38,829,467 S3B,B29,457 $'38,829,457 $'38,629,467 
S26,a5o,6o1 s2s,232,235 s25,57o,a81 s24,874,805 $.24,142,165 523,371,103 $22,559,538 $.21,705,367 s20,8tl6,352 S19,B60,13B $18,864,249 s17,815,o75 s1S,712.B71 s15,551,75o S14,329,67o 513,043,431 511,669,654 S1o,254,a24 S8,765,18o s7,1B5.sos 55,525,565 sa,m,111 s1,936,as2 
$11,968,887 $12,597,232 $13,256,567 $13,954,663 $14,687,283 S15,45B,:l.65 $16,269,929 $17,124.100 $18.023,116 $18,969,329 $19,965,219 $.21,013,393 $22,116,596 S23,2n,717 $24.459,797 $25,786,037 $27,139.604 $28,55<1,643 S30,0B4,237 $31,5<12,662 533,303,902 $35,052,357 $36,892,606 
$4,077,094 S4,c77,094 $4,077,094 $4,077,094. S4,on,o94 S4,on,o94 54,077,094 S4,on,o94 S4,on,o9<1 M,077,09~ 54,077,094 S4,on,o94 $4,077,094 S4,on,o9~ 54,077,094 S4,Dn,0!"!4 54,077,094 S4,on,oa4 S4,o77,094 S4,on,o94 S4,on,o94 54,077,094 S4,on,oa4 

$25,102,078 $25,102,078 $25,102,079 $25,102:078 525,102,078 $25,102,078 $25,102,078 $25,102,078 525,102,078 525.102,078 $25,102,079 !25,102,078 S25, 102.076 $25,102,078 $.25,102,076 $25,102,078 525,102,078 S25,102,078 $25,102,078 525.102.078 $.25,102,078 525.102,078 $25,102.078 

' $169 
$17,049 
$8.345 
$1,691 
$.2,941 
$4,102 
$1,971 

"" 
$1,305 

$7,983.959 

$113,090,510. 
$110,980,176 
$104,091,724 
S95,156,64tl 
$93,030,385 

' " " " " $170 '"' $174 $176 $177 
$17,220 $17,392 $17,566 $17,742 $17,919 
$6,345 $6,~45 $6,345 $6,345 $6,345 
$1,691 $1,691 $1,691 $1,691 $1,691 
$2,941 $2,941 $2,941 $2,941 $2,941 
$4,102 $4,102 54,102 $4,1Q.2 !4,102 
$2,141 $2,313 !2,487 $2,663 $2,840 

$666 ... "" "'' $666 

$1,475 51,647 51,821 $1,997 $2,174 
$9,027,365 $10,081,246 $11,145,644 $12,220,697 $13,306,481 

" " " " " " 20 " $179 $181 $183 $165 "" $188 $190 $192 
$18,099 $18,279 516,462 $18,647 $18,833 $19,022 $19,212 519,404 
$6,345 $6,345 56,345 56,345 $6,345 $6,345 $6,345 $6,345 
$1,691 $1,691 $1,691 $1,691 $1,691 $1,691 $1,691 $1,691 
$2,941 $.2,941 $2,941 $2,941 $2,941 $2,941 $2,941 $2,941 
54,102 $4,102 54,102 $4,102 $4,102 M,102 $4,102 $4,102 
$3,020 $3,201 $3,383 $3,568 $3,755 $3,943 $4,133 $4,325 

"" "" $666 $666· "" "" 5666 sass 

$2,353 $.2,534 $2.717 $2,902 53,068 S3,2n $3,467 $3,659 
$14,403,132 515.510,749 $16,629,443 $17,759,324 518,900,504 $20,053,095 $'21,217,213 $22,392,871 

" " " " " " " " '" $194 "" $198 "" ""' "" "" "'' $210 
$19,598 $19,794 $19,992 $20,192 $.20,394 $.20,598 $.20,804 521,012 $21,222 
$6,345 $6,345 $6,345 $6,345 $6,345 $6,345 $6,345 $6.345 $6,345 
$1,691 $1,691 $1,691 $1,691 $1,691 $1,691 $1,691 $1,691 $1,891 
$2,941 52,941 $2,94.1 "''" $2,941 "''" $2,941 $2,941 . $2,941 
$4,102 54,102 $4,102 S4,1Q2 $4,102 $4,102 54,102 $4,102 $4,102 
$4,519 $4,715 $4,913 $5,113 $5,315 . 55.519 $5,725 $5,933 $6,143 

"" "" $666 $666 '"' "" $866 '"' "" 
$3.653 $4,049 $4,247. $4,447 $4,6-49 $4.853 $5,059 $5,267 ss,4n 

$'23,580,497 524,779,676 $.25.991,264 $27,214,763 $26,450,497 $211,698,588 $30,959,160 $32.232,338 533,518,248 

Viliii~ Of ESCilation - CPI at 2% & R>ted K-W Cape~ of 517M 

. OGS NPV (5.25% & 8%) · 
OGS NPV (5.25% & 9%) 

OGS NPV {5.25% & 10%) . 
OGS NPV (7.39% & 8%) 
OGS NPV (7.39% & 9%' 

Escalation ofNRR 
20% 30% 40% 50% Diff bet 20 & SO% 

$14,983 $66,916,241 $102,078,086 $136,437,808 $176,039,268 $109,123,027 
$14,693 $65,622,145 $100.104,974 $135,760,553 $172,634,837 $107,012,692 
513,747 $61,398,021 $93,661,175 $127,021,590 $161,522,261 $100,124,241 
512,521 $55,918,867 $85,302,861 $115,686,198 $147,108,030 $91,189,163 
$12,:229 554.615.004. $63.313.850 $112,986,735 $143.677.905 $89,062,901 



Aleksandar Kojic. 

From: 
sent:· 
To: 
Cc: 
Subject:. 

Deborah Langelaan . 
March 10; 2011 8:05AM 
JoAnne Butler · 
Michael Killeavy 
RE: OGS 

Yes, Elliot spoke with John Cashin and indicated that TCE providing the Ministry with the letter and attachments would be 
a breach of our confidentiality agreement; however, only sending the letter wouldn't be. 

Deb 

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

From: JoAnne Butler 
Sent: March 9, 2011 5:30 PM 
To: Michael Killeavy; Deborah Langelaan 
Subject: Fw: OGS 

Fyi. I assume that Elliot followed up with TCE lawyer, however, this is what TCE decided to do. 

JCB 

From: Kristin Jenkins 
Sent: Wednesday, March 09, 2011 05:26 PM 
To: JoAnne Butler; Michael Lyle; Amir Shalaby; Colin Andersen 
Subject: OGS 

They are likely sending signed letter to ministry tomorrow. No attachments. 

Kristin Jenkins[ Vice President Corporate Communications (A)[ Ontario Power Authority [120 Adelaide Street West, Suite 1500 1 

Toronto, ON MSH 1Tl 1 tel. 415.969.6007 I fax. 416.967.1947 I www.oowerauthoritv.on.ca 

1 



' Aleksandar Kojic 

From: Michael Killeavy 
Sent: March 10,201110:57 AM 
To: 
Cc: 

'Sebastiana, Rocco'; 'Smith, Elliot'; 'Ivanoff, Paul' 
Deborah Larigelaah 

Subject: 
Attachments: 

FW: Letter to Colin Anderson 
Let_OPA.Colin Anderson_Mar 10.pdf 

Attached is the long-awaited letter from TCE that sets out its proposal to the OPA. It is our understanding that the letter 
(without attachments) is to be set to the Ministry, too. · 

Michael Killeavy, LL.B., MBA, P .Eng. 
Director, Contract Management 
Ontario Power Authority 
120 Adelaide Street West, Suite 1600 
Toronto, Ontario 
MSH 1T1 
416-969-6288 
416-520-9788 (CELL) 
416-967-1947 (FAX) 

From: JoAnne Butler 
Sent: March 10, 201110:52 AM 
To: Michael Killeavy; Deborah Langelaan; Anshul Mathur 
Subject: FW: Letter to Colin Anderson 

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

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

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

From: Irene Mauricette 
Sent: Jueves, 10 de Marzo de 201110:17 a.m. 
To: JoAnne Butler 
Cc: Amir Shalaby 
Subject: FW: Letter to Colin Anderson 

JoAnne - as discussed 
Amir- copied as CEO Delegate 
Thanks- Irene 

1 



From: Linda Lee [mailto:linda lee@transcanada.com] 
Sent: March 10, 201110:14 AM 
To: Colin Andersen 
Subject: Letter to Colin Anderson 

Dear Mr. Anderson, 
Please see attached letter from Alex Pourbaix, President of Energy & Oil Pipelines. The original will be sent via 

courier today. 

Thank you. 

Kind regards, 

Linda Lee 

Linda Lee 
Executive Assistant 
TransCanada 
450- 1 Street, SW 
Calgary, AB T2P SH1 
Ph: (403) 920.2106 
Fx: (403) 920.2410 

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

2 



March !0, 20 ll 

CONFIDENTIAL AND WITHOUT PREJUDICE 

Mr. Colin Andersen 
Chief Executive Officer 
Ontario Power Authority 
120 Adelaide Street West, Suite 1600 
Toronto, ON MSH IT! 

Dear Mr. Anderson: 

Re: Negotiations with TransCanada Energy Ltd. 

TransCanada 
In business to deliver 

TransCanada Corporation 
450 - 1 Street, SW 
Calgary, AB T2P 5H1 

tel (403) 920-2122 

fax (403) 920-2410 

email alex_pourbaix@transcanada.com 
web www.transcanada.com 

Alex Pourbaix 
President, Energy & Oil P.ipeilines 

First, please accept my appreciation for your recent time taken to discuss our opportunity. As Ontario's 
largest private power investor, TransCanada continues to value its relationship with the Ontario Power 
Authority (OPA) and electricity ratepayers it serves. 

As you are aware, we successfully responded to your SWGTA RFP and executed a contract with you to build, 
own and operate a 900MW combined cycle natural gas power plant. During the development and permitting 
phase of that project, the Minister of Energy announced that the project would not proceed due to significant 
changes in projected power system needs. 

In your letter dated October 7'1>, 20!0 you confrrmed that the OPA would not proceed with the contract, 
acknowledged our entidement to reasonable damages from the OPA and expressed your desire to identify 
other projects which could compensate us for the termination of the contract. While initially disappointed, 
we focused on the changing needs of the OPA as our customer and welcomed the opportunity to meet those 
needs. 

Since last October our respective teams have been seeking a mutually satisfactory solution. The basis for 
these discussions was the desire of both sides to find an arrangement which ensured value to Ontario 
electricity rate payers and fairness to TransCanada shareholders. The purpose of this letter is for me to 
formally convey such a solution. 

Ontario's Long Term Energy Plan states" As indicated in 2007 Plan, the procurement of a peaking natural gas 
fired plant in the Kitchener-Waterloo-Cambridge (KWC) area is still necessary. In that region, demand is 
growing at more than twice the provincial rate." This clear and consistent expression of electricity need 
became a natural focal point in our discussions. The plant described in the attached will meet the timing and 
reliability requirements of the KWC area as identified by the OPA and the Independent Electricity System 
Operator. We have identified potential sites more than 500 meters from residential neighborhoods and 
schools. The plant will of course meet or exceed all environmental standards related to emissions and noise. 

Simply put, this plant is a smaller, less expensive and more responsive plant than the one originally 
contracted for in the SWGTA RFP. Its capacity of SIS megawatts compared to the SWGTA at 900 megawatts 
reflects today's demand forecasts and is the basis for tremendous savings to Ontario's electricity ratepayers. 
The capital cost is estimated at $S40 million where the SWGTA capital cost was $1.2 billion, representing a 
$660 million reduction. Acting now will allow us to use the $200 million gas turbines purchased for the 
SWGTA plant, thus turning an OPA liability into a valuable asset. By switching from combined cycle to 



Ontario Power Authority 
Lilln: Mr. Colin Anderson 
March 10, 2011 
Page2 

simple cycle the plant will be able to respond faster and more efficiently to sudden increases in regional power 
demand. 

Our respective teams have worked diligently for five months to identify an efficient and cost effective project. 
The anticipated contingency support payment necessary to support this project is now actually lower than 
that which was contracted for in the SWGTA Clean Energy Supply contract. We have capped the' anticipated 
NRR and offered shared savings in event cost efficiencies are identified prior to signing the CES contract. 

TransCanada is confident it can develop, construct and operate a successful power project. Having built and 
operated power facilities across Ontario for over twenty years, TransCanada is deeply committed to 
consulting local stakeholders including First Nations, municipalities, local neighbors and environmental 
groups. We have had preliminary conversations with the Mayor and local First Nations and have committed 
to treating them as critical stakeholders in our development efforts. 

In closing, I believe this project is an excellent alternative that will provide great value for Ontario electricity 
ratepayers and fairness to TransCanada shareholders. However, time is of the essence if we are to realize this 
potential value. In order to ensure the successful implementation of this project, including the technical 
scope, stakeholder outreach and permitting process, work needs to begin within the next several weeks. 

I therefore request that the OPA seek formal approval and direction from its Board and the Minister of 
Energy to proceed with this project by March 31" on the terms outlined in the Implementation Agreement 
and schedules that have previously been provided to the OPA. Once that agreement is executed, we can begin 
the development work necessary to complete the CES contract in a timely manner. 

I look forward to your earliest response and to concluding contractual arrangements on this great 
opportunity. 

Yours sincerely, 

Alex Pourbaix 
President, Energy & Oil Pipelines 

c.c, David Lindsay, Deputy Minister of Energy 
Craig MacLennan, Chief of Staff to the Minister of Energy 



Aleksandar Kojic 

From: 
Sent: 
To: 
Cc: 
Subject: 

Hi Michael, 

Anshul Mathur 
March 10,2011 6:44PM 
Michael Killeavy 
Deborah Langelaan 
Double Dipping on K-W. .. thoughts! 

I have been thinking about whether our model allows for double-dipping of profits forTCE and I think you are right... it 
doesn't. 

If. we just value the K-W at Cost of Capital (for ex. 5.25%), then the return Equity holders get is just to cover for the Cost 
of providing Equity and not an 'additional' return on Equity. However, if we don't agree with their 5.25% and assume 
that it is higher than what they state, then they are instead taking a loss on building K-W and then partially 
compensating by fudging up their Capex. 

The main question in my mind is- would we consider 'Cost of Equity' to be 'Return on Equity Investments'? 

We can discuss more tomorrow (or Monday if you are not in tomorrow). 

Anshul 

1 



Aleksandar Kojic 

From: 
Sent: 
To: 

Michael Killeavy 
March 1 0; 2011 9:01 PM 
JoAnne Butler 

Cc: 
Subject: 

Deborah Langelaan; Anshul Mathur 
Fw: Double Dipping on K-W. .. thoughts! 

Here's Anshul's thoughts on the "double-dip" issue. I believe that he's correct, the model doesn't double up on OGS and 
K-W. We set the model up to solve for a dollar profit level. These are profits earned on the K-W project. The level goes 
up, or down, depending on what we peg the OGS profits at because we treat the K-W profit AS the OGS profit. We do 
not consider a separate K-W profit and separate bGS profit. We consider a single profit and we peg it at the profit level 
for OGS in the model run. There is no separate K-W overlapping profit. 

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

From: Anshul Mathur 
Sent: Thursday, March 10, 2011 06:43 PM 
To: Michael Killeavy 
Cc: Deborah Langelaan 
Subject: Double Dipping on K-W ... thoughts! 

Hi Michael, 
I have been thinking about whether our model allows for double-dipping of profits for TCE and I think you are right ... it 
doesn't. 

If we just value the K-W at Cost of Capital (for ex. 5.25%), then the return Equity holders get is just to cover for the Cost 
of providing Equity and not an 'additional' return on Equity. However, if we don't agree with their 5.25% and assume 
that it is higher than what they state, then they are instead taking a loss on building K-W and then partially 
compensating by fudging up their Capex. 

The main question in my mind is- would we consider 'Cost of Equity' to be 'Return on Equity Investments'? 

We can discuss more tomorrow (or Monday if you are not in tomorrow). 

Anshul 

1 



Aleksandar Kojic 

From: 
Sent: 
To: 
Cc: 

Michael Killeavy 
March 10, 2011 9:02PM 
Anshul Mathur 
Deborah Langelaan 

Subject: Re: Double Dipping on K-W .. .thoughts! 

Agreed. I think that those that aren't familiar with the mechanics of the model may not understand how it works. 

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.killeavv@powerauthoritv.on.ca 

From: Anshul Mathur 
Sent: Thursday, March 10, 2011 06:43 PM 
To: Michael Killeavy 
Cc: Deborah Langelaan 
Subject: Double Dipping on K-W .. ,thoughts! 

Hi Michael, 
1 have been thinking about whether our model allows for double-dipping of profits for TCE and I think you are righL.it 
doesn't. 

If we just value the K-W at Cost of Capital (for ex. 5.25%), then the return Equity holders get is just to cover for the Cost 
of providing Equity and not an 'additional' return on Equity. However, if we don't agree with their 5.25% and assume 
that it is higher than what they state, then they are instead taking a loss on building K-W and then partially 
compensating by fudging up their Capex. 

The main question in my mind is- would we consider 'Cost of Equity' to be 'Return on Equity Investments'? 

We can discuss more tomorrow (or Monday if you are not in tomorrow). 

Anshul 

1 



Aleksandar Kojic 

From: 
Sent: 
To: 
Cc: 

Michael Killeavy 
March 10,20119:10 PM 
Anshul Mathur 
Deborah Langelaan 

Subject: Re: Double Dipping on K-W .. .thoughts! 

Also .... Safouh's criticism that aren't considering tax isn't correct. We do not consider tax cash flows, but we are using 
an after-tax cost/return on equity, so we are basing the return on cash flows to equity after taxes are paid. 

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.killeavv@powerauthority.on.ca 

From: Anshul Mathur 
Sent: Thursday, March 10, 2011 06:43 PM 
To: Michael Killeavy 
Cc: Deborah Langelaan 
Subject: Double Dipping on K-W ... thoughts! 

Hi Michael, 
I have been thinking about whether our model allows for double-dipping of profits for TCE and I think you are right .. .it 
doesn't. 

If we just value the K-W at Cost of Capital (for ex. 5.25%), then the return Equity holders get is just to cover for the Cost 
of providing Equity and not an 'additional' return on Equity. However, if we don't agree with their 5.25% and assume 
that it is higher than what they state, then they are instead taking a loss on building K-W and then partially 
compensating by fudging up their Capex. 

The main question in my mind is- would we consider 'Cost of Equity' to be 'Return on Equity Investments'? 

We can discuss more tomorrow (or Monday if you are not in tomorrow). 

Anshul 

1 



Aleksandar Kojic 

From: 
Sent: 
To: 

Anshul Mathur 
March 10, 2011 9:12PM 
Michael Killeavy 

Subject: Re: Double Dipping on K-W ... thoughts! 

I kind of ignored that part from him. In his model, maybe more comprehensive than ours, probably takes into 
consideration separately but in ours its built into the wacc·. 

Sent from BB 

From: Michael Killeavy 
Sent: Thursday, March 10, 2011 09:10PM 
To: Anshul Mathur 
Cc: Deborah Langelaan 
Subject: Re: Double Dipping on K-W ... thoughts! 

Also .... Safouh's criticism that aren't considering tax isn't correct. We do not consider tax cash flows, but we are using 
an after-tax cost/return on equity, so we are basing the return on cash flows to equity after taxes are paid. 

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: Anshul Mathur 
Sent: Thursday, March 10, 2011 06:43 PM 
To: Michael Killeavy 
Cc: Deborah Langelaan 
Subject: Double Dipping on K-W ... thoughts! 

Hi Michael, 
I have been thinking about whether our model allows for double-dipping of profits for TCE and I think you are right ... it 
doesn't. 

If we just value the K-W at Cost of Capital (for ex. 5.25%), then the return Equity holders get is just to cover for the Cost 
of providing Equity and not an 'additional' return on Equity. However, if we don't agree with their 5.25% and assume 
that it is higher than what they state, then they are instead taking a loss on building K-W and then partially 
compensating by fudging up their Capex. 

The main question in my mind is- would we consider 'Cost of Equity' to be 'Return on Equity Investments'? 

1 



We can discuss more tomorrow (or Monday if you are not in tomorrow). 

Anshul 

2 



Aleksandar Kojic 

From: 
Sent: 
To: 

Michael Killeavy 
March 10,2011 9:14PM 
Anshul Mathur 

Subject: Re: Double Dipping on K-W. .. thoughts! 

Exactly .... As simple as it is ... But I should know that .... ;-)' 

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.killeavv@powerauthoritv.on.ca 

From: Anshul Mathur 
Sent: Thursday, March 10, 2011 09:12 PM 
To: Michael Killeavy 
Subject: Re: Double Dipping on K-W ... thoughts! 

I kind of ignored that part from him. In his model, maybe more comprehensive than ours, probably takes into 
consideration separately but in ours its built into the wacc. 

Sent from BB 

From: Michael Killeavy 
Sent: Thursday, March 10, 2011 09:10 PM 
To: Anshul Mathur 
Cc: Deborah Langelaan 
Subject: Re: Double Dipping on K-W ... thoughts! 

Also .... Safouh's criticism that aren't considering tax isn't correct. We do not consider tax cash flows, but we are using 
an after-tax cost/return on equity, so we are basing the return on cash flows to equity after taxes are paid. 

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) 

1 



Michael.killeavv@powerauthority.on.ca 

From: Anshul Mathur 
Sent: Thursday, March 10, 2011 06:43 PM 
To: Michael Killeavy 
Cc: Deborah Langelaan 
Subject: Double Dipping on K-W ... thoughts! 

Hi Michael, 
1 have been thinking about whether our model allows for double-dipping of profits for TCE and I think you are right ... it 
doesn't. 

If we just value the K-W at Cost of Capital (for ex. 5.25%), then the return Equity holders get is just to cover for the Cost 
of providing Equity and not an 'additional' return on Equity. However, if we don't agree with their 5.25% and assume 
that it is higher than what they state, then they are instead taking a loss on building K-W and then partially 
compensating by fudging up their Capex. 

The main question in my mind is- would we consider 'Cost of Equity' to be 'Return on Equity Investments'? 

We can discuss more tomorrow (or Monday if you are not in tomorrow). 

Anshul 

2 



Aleksandar Kojic 

From: 
Sent: 
To: 

Deborah Langelaan 
March 11, 201110:01 AM 
'Meehan, Gene' 

Cc: 
Subject: 

'Smith, Elliot'; Anshul Mathur; Michael Killeavy; 'Sebastiana, Rocco' 
RE: TCE Matter .... 

Attachments: OPA_Itr_fr_ TCE_Sunk_Cost_20110228.pdf 

Gene; 

Please find attached the requested letter. 

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: Meehan, Gene [mailto:Gene.Meehan@NERA.coml 
Sent: March 11, 2011 9:51AM 
To: Michael Killeavy; Sebastiana, Rocco 
Cc: Smith, Elliot; Deborah Langelaan; Anshul Mathur 
Subject: RE: TCE Matter .... 

Can we see a copy of the February 28 letter from Trans Canada stating the sunk cost claim. 

From: Michael Killeavy [mailto:Michaei.Killeaw@powerauthority.on.cal 
Sent: Wednesday, March 09, 2011 1:53 PM 
To: Meehan, Gene; Sebastiana, Rocco 
Cc: Smith, Elliot; Deborah Langelaan; Anshul Mathur 
Subject: TCE Matter .... 
Importance: High 

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

Here are some background materials: 

1. TCE purported unlevered economcis for the Oakville GS; 
2. Draft Ministerial Directive pertaining to development of a peaking plant in Kitchener-Waterloo (K-W), which 

will be sited in Cambridge; 
3. OPA Board of Director presentations that summarize the status of the discussions with TCE 
4. Letter dated 7 October 2010 from the OPA to TCE communicating the government decision not to proceed with 

the Oakville GS; 
5. The draft Implementation Agreement ("lA"), including Schedules B and C, which contain the TCE proposal to 

develop the K-W peaking plant. The lA is an agreement that sets out the parameters for negotiating the 
substantive peaking generation contract. I have included a preliminary analysis of the "value propositions" set 
out in Schedule B; 

I will send the pro forma NYR peaking generation contract in a separate email, since it is refered to in the lA and some of 

these other documents. 

1 



Michael 

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

z 



.;. 

Monday, February 28, 2011 

Ontario Power Authority , 
120 Adelaide Street West, Suite 1600 
Toronto, Ontario 
M5H1Tl 

Attention Deborah Langelaan, Manager, Natural Gas Projects 

Re: TransCanada Oakville Generating Station- Summary of Oakville GS Development Costs 

Dear Deborah, 

Please find enclosed two binders of information detailing the development costs associated with 
the cancellation of the Oakville Generating Station. The costs are organized in two binders 
representing tlie costs associated with the development phase and with the implementation phase. 

• TransCanada Oakville Generating Station Development Cost Surmi:tary - Development Phase 
Volume 1 Project 2067945 February 24, 2011 (total $5,433,866) 

• TransCanada Oakville Generating Station Development Cost Summary - Implementation Phase 
Volume 2 Project 2116164 February24, 2011 (total $31,517,622) 

The total for both phases is $36,951,488. 

In accordance with the letter of October 7, 2010 from Colin Andersen, TCE has abandoned its 
court actions, Ontario Municipal Board appeals and terminated its option with Ford of Canada for 
the site in Oakville. 

' f 

To the best of my knowledge the enclosed documents detail the current estimated costs for the 
development of the Oakville GS excluding the costs for the gas turbines under the assumption 
that they may be utilized for a future Potential Project. There is one outstanding Information and 
Privacy Commission appeal (C4CA) still active and there may be additional Oakville GS related 
costs that develop or have yet to be discovered. In addition, the costs assume interest costs which 
will continue to accrue over time. Thus, at this time, the information provided is not a final claim 
and TCE reserves the right to add new cost items or adjust the current estimated costs as required. 

Please do not hesitate to contact me regarding the enclosed. 

en,P.Erig; 
, irector, Eastern Power Development, TransCanada 

Cc: John Cashin, TransCanada 

Confidential 





Aleksandar Kojic 

From: 
Sent: . 
To: 

Meehan, Gene [Gene.Meehan@NERA.com] 
March 11, 201110:03AM 
Deborah Langelaan . · . 

Cc: 
Subject: 

Smith, Elliot; Anshul Mathur; Michael Killeavy; Sebastiana, Rocco 
RE: TCE Matter .... 

Thanks. 

From: Deborah Langelaan [mailto:Deborah.Langelaan@powerauthority.on.ca] 
Sent: Friday, March 11, 201110:01 AM 
To: Meehan, Gene 
Cc: Smith, Elliot; Anshul Mathur; Michael Killeavy; Sebastiana, Rocco 
Subject: RE: TCE Matter .... 

Gene; 

Please find attached the requested letter. 

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 IF: 416.967.19471 deborah.langelaan@powerauthoritv.on.ca 1 

From: Meehan, Gene [mailto:Gene.Meehan@NERA.com] 
Sent: March 11, 2011 9:51AM 
To: Michael Killeavy; Sebastiana, Rocco 
Cc: Smith, Elliot; Deborah Langelaan; Anshul Mathur 
Subject: RE: TCE Matter .... 

Can we see a copy of the February 28 letter from Trans Canada stating the sunk cost claim. 

From: Michael Killeavy [mailto:Michaei.Killeaw@powerauthority.on.ca] 
Sent: Wednesday, March 09, 20111:53 PM 
To: Meehan, Gene; Sebastiana, Rocco 
Cc: Smith, Elliot; Deborah Langelaan; Anshul Mathur 
Subject: TCE Matter .... 
Importance: High 

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

Here are some background materials: 

1.. TCE purported unlevered economcis for the Oakville GS; 
2. Draft Ministerial Directive pertaining to development of a peaking plant in Kitchener-Waterloo (K-W), which 

will be sited in Cambridge; 
3. OPA Board of Director presentations that summarize the status of the discussions with TCE 
4. Letter dated 7 October 2010 from the OPA to TCE communicating the government decision not to proceed with 

the Oakville GS; 

1 



5. The draft Implementation Agreement ("lA"), including Schedules Band C, which contain the TCE proposal to 
develop the K-W peaking plant. The lA is an agreement that sets out the parameters for negotiating the 
substantive peaking generation contract. I have included a preliminary analysis of the "value propositions" set 

out in Schedule B; 

1 will send the pro forma NYR peaking generation contract in a separate email, since it is refered to in the lA and some of 
these other documents. 

Michael 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
120 Adelaide Street West, Suite 1600 
Toronto, Ontario 
M5H 1T1 
416-969-6288 
416-520-9788 (CELL) 
416-967-1947 (FAX) 

This e-mail and any attachments may be confidential or legally privileged. If you received this 
message in error or are not the intended recipient, you should destroy the e-mail message and any 
attachments or copies, and you are prohibited from retaining, distributing, disclosing or using any 
information contained herein. Please inform us of the erroneous delivery by return e-mail. Thank· 
you for your cooperation. 

2 



Aleksandar Kojic 

From: Michael Killeavy 
Sent: March 11,2011 10:16 AM 
To: 
Cc: 
Subject: 

'gene.meehan@nera.com'; 'RSebastiano@osler.com' 
'ESmith@osler.com'; Deborah Langelaan; Anshul Mathur 
Re: TCE Matter .... 

We'll look. I think we just got binders, though. 

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.killeavv@powerauthority.on.ca 

From: Meehan, Gene [mailto:Gene.Meehan@NERA.com] 
Sent: Friday, March 11, 2011 09:50AM 
To: Michael Killeavy; Sebastiane, Rocco <RSebastiano@osler.com> 
Cc: Smith, Elliot <ESmith@osler.com>; Deborah Langelaan; Anshul Mathur 
Subject: RE: TCE Matter .... 

Can we see a copy of the February 28 letter from Trans Canada stating the sunk cost claim. 

From: Michael Killeavy [mailto:Michaei.Killeaw@powerauthoritv.on.ca] 
. Sent: Wednesday, March 09, 20111:53 PM 
To: Meehan, Gene; Sebastiane, Rocco 
Cc: Smith, Elliot; Deborah Langelaan; Anshul Mathur 
Subject: TCE Matter .... 
Importance: High 

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

Here are some background materials: 

1. TCE purported unlevered economcis for the Oakville GS; 
2. Draft Ministerial Directive pertaining to development of a peaking plant in Kitchener-Waterloo (K-W), which 

will be sited in Cambridge; 
3. OPA Board of Director presentations that summarize the status of the discussions with TCE 
4. Letter dated 7 October 2010 from the OPA to TCE communicating the government decision not to proceed with 

the Oakville GS; 
5. The draft Implementation Agreement ("lA"), including Schedules Band C, which contain the TCE proposal to 

develop the K-W peaking plant. The lA is an agreement that sets out the parameters for negotiating the 
substantive peaking generation contract. I have included a preliminary analysis of the "value propositions" set 
out in Schedule B; 

1 



1 will send the pro forma NYR peaking generation contract in a separate email, since it is refered to in the lA and some of 
these other documents. 

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) 

2 



Aleksandar Kojic 

From: 
Sent: 

Meehan, Gene [Gene.Meehan@NERA.com] 
March 11,201110:17 AM 

To: 
Cc: 
Subject: 

Michael Killeavy; RSebastiano@osler.com 
ESmith@osler.com; Deborah Langelaan; Anshul Mathur 
RE: TCE Matter .... 

Got it 

From: Michael Killeavy [mailto:Michaei.Killeaw@powerauthoritv.on.ca] 
Sent: Friday, March 11, 2011 10:16 AM 

· To: Meehan, Gene; RSebastiano@osler.com 
Cc: ESmith@osler.com; Deborah Langelaan; Anshul Mathur 
Subject: Re: TCE Matter .... 

We'll look. I think we just got binders, though. 

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: Meehan, Gene [mailto:Gene.Meehan@NERA.com] 
Sent: Friday, March 11, 2011 09:50AM 
To: Michael Killeavy; Sebastiana, Rocco <RSebastiano@osler.com> 
Cc: Smith, Elliot <ESmith@osler.com>; Deborah Langelaan; Anshul Mathur 
Subject: RE: TCE Matter .... 

Can we see a copy of the February 28 letter from Trans Canada stating the sunk cost claim. 

From: Michael Killeavy [mailto:Michaei.Killeaw@powerauthoritv.on.ca] 
Sent: Wednesday, March 09, 20111:53 PM 
To: Meehan, Gene; Sebastiana, Rocco 
Cc: Smith, Elliot; Deborah Langelaan; Anshul Mathur 
Subject: TCE Matter .... 
Importance: High 

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

Here are some background materials: 

1. TCE purported unlevered economcis for the Oakville GS; 

1 



2. Draft Ministerial Directive pertaining to development of a peaking plant in Kitchener-Waterloo (K-W), which 
will be sited in Cambridge; 

3. OPA Board of Director presentations that summarize the status of the discussions with TCE 
4. Letter dated 7 October 2010 from the OPA to TCE communicating the government decision not to proceed with 

the Oakville GS; 
5. The draft Implementation Agreement ("lA"), including Schedules Band C, which contain the TCE proposal to 

develop the K-W peaking plant. The lA is an agreement that sets out the parameters for negotiating the 
substantive peaking generation contract. I have included a preliminary analysis of the "value propositions" set 
out in Schedule B; 

1 will send the pro forma NYR peaking generation contract in a separate email, since it is refered to in the lA and some of 
these other documents. 

Michael 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
120 Adelaide Street West, Suite 1600 
Toronto, Ontario 
M5H 1T1 
416-969-6288 
416-520-9788 (CELL) 
416-967-1947 (FAX) 

This e-mail and any attachments may be confidential or legally privileged. If you received this 
message in error or are not the intended recipient, you should destroy the e-mail message and any 
attachments or copies, and you are prohibited from retaining, distributing, disclosing or using any 
information contained herein. Please inform us of the erroneous delivery by return e-mail. Thank 
you for your cooperation. 

2 



Aleksandar Kojic 

From: Michael Killeavy 
March 12,201110:32 AM Sent:· 

To: 
Cc: 
Subject: 
Attachments: 

Sebastiana, Rocco; Smith, Elliot; Susan Kennedy; JoAnne Butler 
gene.meehan@nera.com; Deborah Langelaan; Anshul Mathur 
TCE Matter - Revised Analsysis of TCE Value Propositions .... 
TCE Value Proposition Analysis 12 Mar 2011.doc 

Importance: High 

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

Attached is the revised analysis of the purported TCE Value Propositions based on our meeting 
this past Thursday. 

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

1 





PRIVILEGED AND CONFIDENTIAL- PREPARED IN CONTEMPLATION OF LITIGATION 

ANALYSIS OF TCE PROPOSED ScHEDULE B TO THE IMPLEMENTATION AGREEMENT 

# I Purported TCE Value Proposition 

1 I n ••• the Contract will provide that if TCE is unable to 
secure a permit or approval for the construction or 
operation of the Potential Project or any level of 
government otherwise prevents the construction or 
operation of the Potential Project then TCE will be 

able to terminate the Contract and ... recover from 
the DPA its reasonable costs incurred with respect to 

the FacilitY and the Potential Project and TCE's 
anticipated financial value of the Original Contract 
[Defined as a Number for the lA}. In addition to TCE's 
relief from Force Majeure, TCE would also recover 
from the OPA its reasonable costs as a result of 
delays arising from Force Majeure relating to 
permitting.p (emphasis added) 

12 March 2011 

Analysis Cost ·I Reco111111endatiQn 

This provision significantly This is difficult to value. It I The OPA rejects thl5-the broad 
reduces the development risk ! is presumably the present extent TCE Value Proposition. 
for TCE since if it encounters 
any regulatory approval 
problem, it can exit the 

contract and receive 
reimbursement for Its 
development costs and 
financial value of the 
contract. 

This risk profile is 
inconsistent with the SWGTA 
Contract and with all other 
OPA gas-fired generation· 
contracts. with the exception 
of the Portlands Energy 
Centre. 

Recovery afforce majeure
related costs is inconsistent 
with the common law 
position on force majeure 
and other OPA contracts!. 

value of the foregone 
profits under the SWGTA 
Contract, which may range 
from $268M to $503M plus 
whatever costs TCE incurs 
in developing the peaking 
plant. This latter 
component depends on 
when the permitting road 
block occurs in the project 
development timeline. 

The OPA is amenable to providing 
TCE with the similar sort of 
municipal permitting risk 
mitigation as York Energy Centre. 
where a regulation was enacted· 
to exempt the development of 
the facility from municipal 
planning aPprovals under the 

e~qi}_'!!'!H!!~-~-- ____ .. ---· ....... ----- .... . 
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PRIVILEGED AND CONFIDENTIAL- PREPARED IN CONTEMPLATION OF LITIGATION 

ANALYSIS OF TCE PROPOSED SCHEDULE B TO THE IMPLEMENTATION AGREEMENT 

# Pur(!orte!;! TCE Value Proposition Analysis Cost Recommendation ·· .. : ... 
l.i 

fllHl 

t~;/t~ 2 '7he Contract w//1 provide that sunk costs associated The OPA is likely liable for We have been told that The CPA can agree to reimburse 

the development of the Facility totaling (sic) [$37 these sunk costs if the matter these costs would be TCE for its sunk costs, provided 
million] will be paid immediately to TCE at time of were ever to be litigated. approximately $33M, and they can be substantiated. > 
executing the Contract. These sunk costs [have/have [NTD: Counsel to comment would not exceed $35M. 
not} been reviewed by the OPA and further due on thisl TCE now indicates that 

" diligence and review [wi/1/wifl not] be required. " these are $37M. We have 
The OPA is amenable to having i (emphasis added) The mechanism for direct been given substantiating 

and immediate payment has the costs reimbursed by ,, 
information from TCE on 

incoroorating them into the Net :c to be considered. Can we do these sunk costs and we 
this within the scope of the Revenue Reguirement ("NRR"} 

are reviewing this 
draft directive? The draft information now. 

for the K-W peaking plant. 

directive is silent on this right 

now. 

·•··.·. 

3 " ... the Contract will provide a mechanism whereby the These costs are hard to TCE has estimated $100M OPA should agree to pay these ;/ 
I 

OPA will directly pay for all costs associated with the quantify at this point in time. for these costs. LNTD; costs, but we need te iRYestiga.te 

··.··· . electrical and natural gas interconnections in a If we include them in the check with PSP to see if the anel JaRS en a meehanism fer 

manner that will not subject TCE to carrying costs. NRR, TCE will add an addition K-Weeakingelant Gai-Rg-sethe OPA reguires that 

For the gas connection this will include all costs paid to risk premium, which will be working_ grouQ has an~ TCE bear the risk of completion 

the local gas distribution company ("LDC') that is paid for by the ratepayer. better information?l and so it reguires that the costs 

I 

associated with the connection to the Potential Project Even if we include the cost in be paid directly on a 

from the LDC including a contribution in aid to the NRR, if the estimate is reimbursement basi:! to TCE. This 
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PRIVILEGED AND CONFIDENTIAL- PREPARED IN CONTEMPLATION OF LITIGA T/ON 

ANALYSIS OF TCE PROPOSED SCHEOULE 8 TO THE IMPLEMENTATION AGREEMENT 

# I PuroorteQ..TCE Value Proposition Analysis Cost R.ecommendation /, 
. .. ··· ... -.-.:·. - ... 

-

construction ("CIAC") and terminating at the overrun we will likely face a is the mechanism for 
demarcation between the Potential Project and the claim anyway, so we'd pay reimbursem_ent on all other OPA 
LDC on the Potential Project site. For the electrical for the risk premium and the contracts. 
connection this will include all costs associated with overrun. 
the design engineering, construction and 
commissioning of the electrical facilities between the The cheapest option for the 

high voltage side of the Potential Project switchyard ratepayer is to pay for these 

and the point of connection to the Hydro One costs directly. 

transmission system including land and easements if I The "no carrying cost" 
applicable.~~ (emphasis added) 

language suggests a-direct 

payment by the OPA and not 

a pass-through cost. We 

need to confirm this with 

TCE. Can the OPA make such 

a direct cost? 

4 I "The Contract will provide that all gas delivery and This transfers all gas risk to We estimate that this is OPA should reject this 

management services costs will be excluded from the the OPA. OPA is not the best worth about $2,000/MW- proposition since it is not the 

NRR and that such costs will be paid for by the OPA in placed to manage this risk. month based on NYR plant operator and therefore not 
a manner consistent with the Portlands ACES and Information. the best placed to manage this 

Halton Hills CES Contracts." risk. 

5 I ~~ ... The portion ofTCE's costs subject to escalation is It's unclear that SO% of the bfti.JD· Aleed te de &s!J!e OPA.should reject this 

approximately 50% as apposed to the current NRR is related to the ffi<eG madeUina an tills ''Ve've proposition since it is {a) 

maximum of 20%. Accordingly the Contract will be R9t irui~Fed &Fii't,iRrcl!! inconsistent with our other 
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PRIVILEGED AND CONFIDENTIAL- PREPARED IN CONTEMPLATION OF LITIGATION 

ANALYSIS OF TCE PROPOSED ScHEDULE B TO THE IMPLEMENTATION AGREEMENT 

Puroorted TCE Value Proposition 

modified to reflect this higher proportion subject to 
escalation by incorporating a NRRIF of 50% .•. " 

Analysis 

OPEX. 

This is quite a departure from 

all other OPA contracts, 

which either do not permit 

indexing or cap it at 20% of 
the contract price or NRR. 

We see no justification for 

this this. 

Cost 

I 
the medels fg rhlte t9 keep 

them slmp'e We £91f.'rl 

verv sims.'v msdif.y the 

Ill~ Ev9!wst'91!1 msde..' te 
pennit 50% inlle!fi,q sRd 

Jet's see what the effe't .=.s 

I 9R evslll&ted mt?lOur 

modelling indicates that 

this is worth about another 

$100 million in terms of 

Reco~me_ndat;_ion',·'. 

contracts and (b) doesn't seem to 

reflect the proportion that fuEea 
OPEX has in the NRR. 

\-" 
NPV over a 20-year term:.,. ____ -----------···------------·----········-----~>-:<~;-_- Formatted: Font: Not Bold, Not Italic, 

6 I " ... the Contract wll/ be premised on a 30 year term or I Extending the terms is a 

premised on a 20 year term with a unilateral option 
for TCE to extend the term of the Contract, on the 
same terms, conditions and prices, for an additiona/10 
years." 

12 March 2011 

means of spreading the costs 

out over more years to 
reduce the $/MW-month 

value of NRR. 

It is also a means forTCE to 

earn more since there are 

more contract years of 

contract revenue. 

~fN~TD~:L~.~,~~~d~o~so~rn=-e------icO~PA~c~a~n~a-g~re-e~t~o~a~lo~n~g~e~r~t~ha~n~2~0~ 
modelling to determine 

what value the extra 10 

vears has on a $/MW

month basis over the 

standard 20-year term. 

This is relatively easy to do 

for a range ofNRRs from 

sav $15.000/MW-month 

and $17.000/MW-rnonthl 

year term, but we need to make 

certain that the return to TCE is 

consistent with what we've 

agreed to is the "financial value" 

of the OGS Contract. 

The OPA opening position is that 

we can accept a 25-year term to 

the K-W peaking contract. 
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PRIVILEGED AND CONFIDENTIAL- PREPARED IN CONTEMPLATION OF L/TIGA T/ON 

ANALYSIS OF TCE PROPOSED SCHEDULE B TO THE IMPLEMENTATION AGREEMENT 

# I Purported TCE Value Proposition 

7 ! " ... the Contract will be modified to reflect average 
ambient temperatures during each season ... " 

8 " ... the Contract will be modified to ensure the plant is 

only deemed on when power prices provide for full 
recovery of start charges within an hour ... ~~ 

12 March 2011 

Analysis 

Plan output is inversely 

related to ambient 
temperature. The proposed 

Cost 

fNTD: Can SMS Enerqv 

help with this?l 

Recommendation 

changes in temperature en ..... u, en• , .. , , ~>w ,.,_ 

seem odd, though.J~T.~~-~~1::1 ............... ---------------------- _i!Jftf!rlW_~ '!!~'3~_t_~~-~~l_e:_~C?. 
Sf\l!S EAergy help witl:-1 achieve the result TCE is 

~This will result in a interested in by modifying the 

much higher capacitY for the default provisions associated with 

plant. the capacitY check tests in the 

contract. 
TCE might be concerned 

about meeting capacltv 

check test requirements. 

TCE is attempting to tie 

physical operation of the 

plant with the financial 

contract means of imputing 

start up and earning market 

revenues. 

be~:~iel">'e jYst reiml3~:~rse 

tAem fer eaeA start 1:1J3?We 

believe that Exhibit J in the 

NYR Contract mitigates the 

lNTD· We Reed t9 rhJ .seme_ 
..,.,.,.,,.,: ...... +10 ,.,,. ..... -: ..... 

ll'lh9t the GQ5t ef t"l& m.'flht 
lon 1!1/.-. ...... ..1 + .. ,.. .. + :n+10 

OPA pesitioR is l:iRS.etermiReEIThis 

may well be a matter of walking 

TCE through ExhibitJ for NYR and 
demonstrating how the peaking 

facility will be imputed to earn 

revenues. 

wlfsttheeffeEtwi!l 

1 
l ~ .. _ __,- . :. ./_._ ---< -.. ·-. 

heiUnknown, ____ ._ ___ .................... , .. m ............................ ~\-~~:/{ Form~tt~d: F~nt: Not Bold, Not Ita.lic, ] 
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PRIVILEGED AND CONFIDENTIAL- PREPARED IN CONTEMPLATION OF LITIGATION 

ANALYSIS OF TCE PROPOSED SCHEDULE 8 TO THE IMPLEMENTATION AGREEMENT 

# PUrl;!orted TCE Value Proposition Analysis Cost Recommendatio"• '''·.· .. .· .. .• .. ... •: .. 
risk that TCE identifies. 

I 
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Aleksandar Kojic 

From: 
Sent: 

JoAnne Butler 
March 14,2011 9:10AM 
Michael Killeavy · To: 

cc: 
Subject: 

Deborah Langelaan; Anshul Mathur 
RE: Double Dipping on K-W ... thoughts! 

I never did ascribe to the double dipping theory .... we have always been working back from a profit target... I am 
absolutely fine with this ... 

JCB 

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

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

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

From: Michael Killeavy 
Sent: Jueves, 10 de Marzo de 2011 09:01 p.m. 
To: JoAnne Butler 
Cc: Deborah Langelaan; Anshul Mathur 
Subject: Fw: Double Dipping on K-W ... thoughts! 

Here's Anshul's thoughts on the "double-dip" issue. I believe that he's correct, the model doesn't double up on OGS and 
K-W. We set the model up to solve for a dollar profit level. These are profits earned on the K-W project. The level goes 
up, or down, depending on what we peg the OGS profits at because we treat the K-W profit AS the OGS profit. We do 
not consider a separate K-W profit and separate OGS profit. We consider a single profit and we peg it at the profit level 
for OGS in the model run. There is no separate K-W overlapping profit. 

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

From: Anshul Mathur 
Sent: Thursday, March 10, 2011 06:43 PM 
To: Michael Killeavy 
Cc: Deborah Langelaan 
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Subject: Double Dipping on K-W ... thoughts! 

Hi Michael, 
I have been thinking about whether our model allows for double-dipping of profits for TCE and I think you are right ... it 
doesn't. 

If we just value the K-W at Cost of Capital (for ex. 5.25%), then the return Equity holders get is just to cover for the Cost 
of providing Equity and not an 'additional' return on Equity. However, if we don't agree with their 5.25% and assume 
that it is higher than what they state, then they are instead taking a loss on building K-Wand then partially 
compensating by fudging up their Capex. 

The main question in my mind is- would we consider 'Cost of Equity' to be 'Return on Equity Investments'? 

We can discuss more tomorrow (or Monday if you are not in tomorrow). 

Anshul 
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Aleksandar Kojic 

From: 
Sent: 
To: 

Michael Killeavy 
March 14, 2011 9:14AM 
JoAnne Butler 

Cc: 
Subject: 

Deborah Langelaan; Anshul Mathur 
RE: Double Dipping on K-W ... thoughtsl 

Thanks. I think it was just a simple misunderstanding on how the model worked. 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
120 Adelaide Street West, Suite 1600 
Toronto, Ontario 
MSH 1T1 
416-969~6288 

416-520-9788 (CELL} 
416-967-1947 (FAX} 

From: JoAnne Butler 
Sent: March 14, 2011 9:10AM 
To: Michael Killeavy 
Cc: Deborah Langelaan; Anshul Mathur 
Subject: RE: Double Dipping on K-W ... thoughts! 

I never did ascribe to the double dipping theory .... we have always been working back from a profit target. .. ! am 
absolutely fine with this ... 

JCB 

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

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

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

From: Michael Killeavy 
Sent: Jueves, 10 de Marzo de 2011 09:01 p.m. 
To: JoAnne Butler 
Cc: Deborah Langelaan; Anshul Mathur 
Subject: Fw: Double Dipping on K-W ... thoughts! 

Here's Anshul's thoughts on the "double-dip" issue. I believe that he's correct, the model doesn't double up on OGS and 
K-W. We set the model up to solve for a dollar profit level. These are profits earned on the K-W project. The level goes 
up, or down, depending on what we peg the OGS profits at because we treat the K-W profit AS the OGS profit. We do 
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not consider a separate K-W profit and separate OGS profit. We consider a single profit and we peg it at the profit level 
for OGS in the model run. There is no separate K-W overlapping profit. 

Michael Killeavy, LL.B., MBA, P.Eng. 
Directo'r, 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.killeavv@powerauthority.on.ca 

From: Anshul Mathur 
Sent: Thursday, March 10, 2011 06:43 PM 
To: Michael Killeavy 
Cc: Deborah Langelaan 
Subject: Double Dipping on K-W ... thoughts! 

Hi Michael, 
1 have been thinking about whether our model allows for double-dipping of profits for TCE and I think you are right... it 
doesn't. 

If we just value the K-W at Cost of Capital (for ex. 5.25%), then the return Equity holders get is just to cover for the Cost 
of providing Equity and not an 'additional' return on Equity. However, if we don't agree with their 5.25% and assume 
that it is higher than what they state, then they are instead taking a loss on building K-W and then partiaily 
compensating by fudging up their Capex. 

The main question in my mind is- would we consider 'Cost of Equity' to be 'Return on Equity Investments'? 

We can discuss more tomorrow (or Monday if you are not in tomorrow). 

Anshul 
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Aleksandar Kojic 

From: 
Sent: 
To: 
Cc: 

Anshul Mathur 
March 14,2011 9:17AM 
Michael Killeavy 
Deborah Langelaan 

Subject: RE: Double Dipping on K-W ... thoughts! 

The most important number is, however, the TCE's Cost of Capital. If that is any higher or lower then what we use in 
our model may provide some return to their equity holders. 

Should I contact Gene to see if they were able to come up with TCE's Cost of Capital? It will be much better to use a 3'd 
party number. 

From: Michael Killeavy 
Sent: Monday, March 14, 2011 9:14AM 
To: JoAnne Butler 
Cc: Deborah Langelaan; Anshul Mathur 
Subject: RE: Double Dipping on K-W ... thoughts! 

Thanks. I think it was just a simple misunderstanding on how the model worked. 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
120 Adelaide Street West, Suite 1600 
Toronto, Ontario 
MSH 1T1 
416-969-6288 
416-520-9788 (CELL) 
416-967-1947 (FAX) 

From: JoAnne Butler 
Sent: March 14, 2011 9:10AM 
To: Michael Killeavy 
Cc: Deborah Langelaan; Anshul Mathur 
Subject: RE: Double Dipping on K-W ... thoughts! 

I never did ascribe to the double dipping theory .... we have always been working back from a profit target. .. l am 
absolutely fine with this ... 

JCB 

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

120 Adelaide Street West, Suite 1600 
Toronto, Ontario M5H 1T1 
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416-969-6005 Tel. 
416-969-6071 Fax. 
joanne.but1er@powerauthority.on.ca 

From: Michael Killeavy 
Sent: Jueves, 10 de Marzo de 2011 09:01 p.m. 
To: JoAnne Butler 
Cc: Deborah Langelaan; Anshul Mathur 
Subject: Fw: Double Dipping on K-W ... thoughts! 

Here's Anshul's thoughts on the "double-dip" issue. I believe that he's correct, the model doesn't double up on OGS and 
K-W. We set the model up to solve for a dollar profit level. These are profits earned on the K-W project. The level goes 
up, or down, depending on what we peg the OGS profits at because we treat the K-W profit AS the OGS profit. We do 
not consider a separate K-W profit and separate OGS profit. We consider a single profit and we peg it at the profit level 
for OGS in the model run. There is no separate K-W overlapping profit. 

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

From: Anshul Mathur 
Sent: Thursday, March 10, 2011 06:43 PM 
To: Michael Killeavy 
Cc: Deborah Langelaan 
Subject: Double Dipping on K-W ... thoughts! 

Hi Michael, 

----------------------

I have been thinking about whether our model allows for double-dipping of profits for TCE and I think you are right... it 
doesn't. 

If we just value the K-W at Cost of Capital (for ex. 5.25%), then the return Equity holders get is just to cover for the Cost 
of providing Equity and not an 'additional' return on Equity. However, if we don't agree with their 5.25% and assume 
that it is higher than what they state, then they are instead taking a loss on building K-W and then partially 
compensating by fudging up their Capex. 

The main question in my mind is- would we consider 'Cost of Equity' to be 'Return on Equity Investments'? 

We can discuss more tomorrow (or Monday if you are not in tomorrow). 

Anshul 
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Aleksandar Kojic 

From: 
Sent: 
To: 
Cc: 

Michael Killeavy 
March 14, 2011 9:22AM 
Anshul Mathur 
Deborah Langelaan 

Subject: RE: Double Dipping on K-W ... thoughts! 

Anshul, 

You may do so, but I'd be very surprised if it was much different from what we have already. 

Since Gene technically works for Osler, please let Elliot know what you're doing and when you send any emails make 
sure that Elliot is an addressee, i.e., "to:", as well as Gene. 

Michael 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
120 Adelaide Street West, Suite 1600 
Toronto, Ontario 
MSH 1T1 
416-969-6288 
416-520-9788 (CELL) 
416-967-1947 (FAX) 

From: Anshul Mathur 
Sent: March 14, 2011 9:17AM 
To: Michael Killeavy 
Cc: Deborah Langelaan 
Subject: RE: Double Dipping on K-W ... thoughts! 

The most important number is, however, the TCE's Cost of Capital. If that is any higher or lower then what we use in 
our model may provide some return to their equity holders. 

Should I contact Gene to see if they were able to come up with TCE's Cost of Capital? It will be much better to use a 3'd 

party number. 

From: Michael Killeavy 
Sent: Monday, March 14, 2011 9:14AM 
To: JoAnne Butler 
Cc: Deborah Langelaan; Anshul Mathur 
Subject: RE: Double Dipping on K-W ... thoughts! 

Thanks. I think it was just a simple misunderstanding on how the model worked. 
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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 

. M5H 1T1 

416-969-6288 
416-520-9788 (CELL) 
416-967-1947 (FAX) 

From: JoAnne Butler 
Sent: March 14, 2011 9:10AM 
To: Michael Killeavy 
Cc: Deborah Langelaan; Anshul Mathur 
Subject: RE: Double Dipping on K-W ... thoughts! 

I never did ascribe to the double dipping theory .... we have always been working back from a profit target. .. ! am 
absolutely fine with this ... 

JCB 

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

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

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

From: Michael Killeavy 
Sent: Jueves, 10 de Marzo de 2011 09:01 p.m. 
To: JoAnne Butler 
Cc: Deborah Langelaan; Anshul Mathur 
Subject: Fw: Double Dipping on K-W ... thoughts! 

Here's Anshul's thoughts on the "double-dip" issue. I believe that he's correct, the model doesn't double up on OGS and 
K-W. We set the model up to solve for a dollar profit level. These are profits earned on the K-W project. The level goes 
up, or down, depending on what we peg the OGS profits at because we treat the K-W profit AS the OGS profit. We do 
not consider a separate K-W profit and separate OGS profit. We consider a single profit and we peg it at the profit level 
for OGS in the model run. There is no separate K-W overlapping profit. 

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

From: Anshul Mathur 
Sent: Thursday, March 10, 2011 06:43 PM 
To: Michael Killeavy 
Cc: Deborah Langelaan 
Subject: Double Dipping on K-W ... thoughts! 

Hi Michael, 
I have been thinking about whether our model allows for double-dipping of profits for TCE and I think you are right... it 
doesn't. , 

If we just value the K-W at Cost of Capital (for ex. 5.25%), then the return Equity holders get is just to cover for the Cost 
of providing Equity and not an 'additional' return on Equity. However, if we don't agree with their 5,25% and assume 
that it is higher than what they state, then they are instead taking a loss on building K-W and then partially 
compensating by fudging up their Capex. 

The main question in my mind is- would we consider 'Cost of Equity' to be 'Return on Equity Investments'? 

We can discuss more tomorrow (or Monday if you are not in tomorrow). 

Anshul 
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Aleksandar Kojic 

From: 
Sent: 
To: 
Cc: 

Deborah Langelaan 
March 14, 2011 9:26AM 
Michael Killeavy 
Anshu/ Mathur 

Subject: RE: Double Dipping on K-W ... thoughts! 

Michael; 

A tentative conference call with Gene has been scheduled for this afternoon (see Elliot's e-mail from Friday afternoon). 
It's my understanding that Gene has reviewed our modelling and will discuss it this afternoon. 

Deb· 

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

From: Michael Killeavy 
Sent: March 14, 2011 9:22 AM 
To: Anshul Mathur 
Cc: Deborah Langelaan 
Subject: RE: Double Dipping on K-W ... thoughts! 

Anshul, 

You may do so, but I'd be very surprised if it was much different from what we have already. 

Since Gene technically works for Osler, please let Elliot know what you're doing and when you send any emai/s make 
sure that Elliot is an addressee, i.e., "to:", as well as Gene. 

Michael 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
120 Adelaide Street West, Suite 1600 
Toronto, Ontario 
MSH 1T1 
416-969-6288 
416-520-9788 {CELL) 
416-967-1947 (FAX) 

From: Anshul Mathur 
Sent: March 14, 2011 9:17AM 
To: Michael Killeavy 
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Cc: Deborah Langelaan 
Subject: RE: Double Dipping on K-W ... thoughts! 

The most important number is, however, the TCE's Cost of Capital. If that is any higher or lower then what we use in 

our model may provide some return to their equity holders. 

Should I contact Gene to see if they were able to come up with TCE's Cost of Capital? It will be much better to use a 3'd 

party number. 

From: Michael Killeavy 
Sent: Monday, March 14, 2011 9:14AM 
To: JoAnne Butler 
Cc: Deborah Langelaan; Anshul Mathur 
Subject: RE: Double Dipping on K-W ... thoughts! 

Thanks. I think it was just a simple misunderstanding on how the model worked. 

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: JoAnne Butler 
Sent: March 14, 2011 9:10AM 
To: Michael Killeavy 
Cc: Deborah Langelaan; Anshul Mathur 
Subject: RE: Double Dipping on K-W ... thoughts! 

I never did ascribe to the double dipping theory .... we have always been working back from a profit target... I am 
absolutely fine with this ... 

JCB 

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

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

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

From: Michael Killeavy 
Sent: Jueves, 10 de Marzo de 2011 09:01 p.m. 
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To: JoAnne Butler 
Cc: Deborah Larigelaan; Anshul Mathur 
Subject: Fw: Double Dipping on K-W ... thoughts! 

Here's Anshul's thoughts on the "double-dip" issue. I believe that he's correct, the model doesn't double up on OGS and 
K-W. We set the model up to solve for a dollar profit level. These are profits earned on the K-W project. The ievel goes 
up, or down, depending on what we peg the OGS profits at because we treat the K-W profit AS the OGS profit. We do 

· not consider a separate K-W profit and separate OGS profit. We consider a single profit and we peg it at the profit level 
for OGS in the model run. There is no separate K-W overlapping profit. 

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

From: Anshul Mathur 
Sent: Thursday, March 10, 2011 06:43 PM 
To: Michael Killeavy 
Cc: Deborah Langelaan 
Subject: Double Dipping on K-W ... thoughts! 

Hi Michael, 
I have been thinking about whether our model allows for double-dipping of profits for TCE and I think you are right ... it 
doesn't. 

If we just value the K-W at Cost of Capital (for ex. 5.25%), then the return Equity holders get is just to cover for the Cost 
of providing Equity and not an 'additional' return on Equity. However, if we don't agree with their 5.25% and assume 
that it is higher than what they state, then they are instead taking a loss on building K-W and then partially 
compensating by fudging up their Capex. 

The main question in my mind is- would we consider 'Cost of Equity' to be 'Return on Equity Investments'? 

We can discuss more tomorrow (or Monday if you are not in tomorrow). 

Anshul 
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Aleksandar Kojic 

From: 
Sent: 

Deborah Langelaan 
March 14, 2011 9:44AM 
Kristin Jenkins To:· 

Cc: 
Subject: 

JoAnne Butler; Michael Killeavy; Susan Kennedy; 'Sebastiane, Rocco'; 'Smith, Elliot' 
RE: TransCanada - Mayor's Meeting 

TCE met with Six Nati6ns and the Mississaugas of New Credit last week. 
the meetings went but on Friday they committed to providing me with an 
hear something I will let you know. 

Deb 

No word yet on how 
update. As soon as I 

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: Kristin Jenkins 
Sent: March 14, 2011 9:37 AM 
To: Deborah Langelaan; JoAnne Butler; Michael Killeavy 
Cc: 'Sebastiane, Rocco'; 'Smith, Elliot'; Susan Kennedy 
Subject: RE: TransCanada - Mayor's Meeting 

Thanks for update. Any word on outcome of TCE meeting with Six Nations last Friday? Fyi -
CEOs of KW, Cambridge, Guelph LDCs met with minister's office Thurs or Fri last week. Key 
message was that the minister should issue a directive asap to OPA for a 450 MW peaking plant 
in Cambridge north of the 401. Seems that message was positively received. 

-----Original Message----
From: Deborah Langelaan 
Sent: March 14, 2011 8:53 AM 
To: JoAnne Butler; Michael Killeavy; Kristin Jenkins 
Cc: Sebastiane, Rocco; 'Smith, Elliot'; Susan Kennedy 
Subject: FW: TransCanada - Mayor's Meeting 

FYI 

Deborah Langelaan I Manager, Natural Gas ProjectsiOPA I 
Suite 1600 - 120 Adelaide St. W. I Toronto, ON M5H 1T1 
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: March 13, 2011 9:09 AM 
To: Deborah Langelaan 
Cc: Geoff Murray; Terry Bennett 
Subject: TransCanada - Mayor's Meeting 

Dear Deborah, 
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TransCanada met with the Cambridge Mayor last Wednesday afternoon. The following is a short 
summary of the meeting: 

• Meeting was as good as we could expect. We were able to deliver all of our key messages . 
• The Mayor was accompanied by the CAO, Councillors from Ward 1 and 6, Economic Development 
Director and Planning Director . 
• The Mayor, as anticipated, is very well aware of the power and reliability needs in 
Cambridge. He has met with several developers before us and sits on the Board of Cambridge 
Hydro • 
• We looked at the map of all sites, he appreciated our willingness to be flexible on~site 
selection. We asked him to consider site preferences for discussion at next meeting . 
• There was no immediate reaction of opposition or support and no indication of site 
deference. 
• Mayor stated he would prefer that we deal with the media that has been knocking on his door 
and provided contacts . 
• To that end, we will be holding off on direct neighbour communications in the short term 
and we have proceeded with contacting media Friday. 
• The key messages remaining, for now, are untied to a particular site. We will revisit this 
after further feedback from the City. 
• The Mayor was very appreciative of our openness and the frank discussion we had, as well as 
us taking the time to have that discussion in spite of the unknowns. 
• Our next step is to follow-up with them in a week and a half or two weeks to get some 
further reaction. 

FYI 

John Mikkelsen, P.Eng. 

Director, Eastern Canada, Power Development 

TransCanada 
Royal Bank Plaza 
zee Bay street 
24th Floor, South Tower 
Toronto, Ontario MSJ 2J1 
Tel:416.869.2102 
Fax:416.869.2056 
Cell:416.559.1664 

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

From: 
Sent: 

Safouh Soufi [safouh@smsenergy-engineering.com] 
March 14, 2011 11 :06 AM 

To: Deborah Langelaan · 
Cc: 
Subject: 

'Sebastiana, Rocco'; 'Smith, Elliot'; Michael Killeavy 
RE: TransCanada Update 

Hello Deborah: 

Do you why John is saying that TCE sent MPS your questions rather than your email. 

Thanks, 
Safouh 

From: Deborah Langelaan [mailto:Deborah.Langelaan@powerauthority.on.cal 
Sent: March 14, 2011 8:49AM 
To: Michael Killeavyi safouh@smsenergy-engineering.com 
Cc: Sebastiana, RocCDi Smith, Elliot 
Subject: FW: TransCanada Update 

FYI 

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

From: John Mikkelsen [mailto:john mikkelsen@transcanada.com] 
Sent: March 11, 2011 12:59 PM 
To: Deborah Langelaan 
Cc: Geoff Murrayi Terry Bennett 
Subject: Transcanada Update 

Dear Deborah, 

Update and some further clarifications regarding your inquiries. 

1. MPS Questions- Your questions regarding the scope clarifications and pricing breakdown on the additional scope for 
the MPS fast start were sent to MPS on Monday. Rather than forward your e-mail directly we have sent the 
questions only. MPS has yet to respond. Terri, Larry and our technical consultant are going to Orlando next week to 
negotiate the amendments to the contract. Given the timing on the responses to the questions, confirmation from 
MPS that there would be no further price breakdown, we have started the discussion on the basis of including the 
additional scope as an exclusive option rather than a firm price. We willie! you know what terms this option takes 
following discussions next week. 

2. MPS L TSA - A redacted version of the L TSA is still in progress. 
3. Mayor's meeting -We will send you a note shortly covering the Mayor's meeting and both meetings yesterday with 

Six Nations and the Mississaugas of New Credit. 
4. Oakville GS Development Costs- some questions 

a. As far as proof of payment would a summary of the cheque #s or wire transfer number in a spreadsheet meet 
this requirement? 

b. TransCanada's employment charge rates are based on the midpoint salary for the position with benefits, 
incentive compensation etc. If I was to provide a typical calculation would this meet your requirement? To be 
clear we do not charge the project on the specific compensation of the person assigned but on the role to 
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Aleksandar Kojic . 

From: 
Sent: 
To: 

Cc: 
Subject: 

Gentlemen; 

Deborah langelaan 
March 15, 2011 8:54AM 
Michael Killeavy; 'Safouh Soufi'; 'Rocco Sebastiane (rsebastiano@osler.com)'; 'Elliot Smith 
(esmith@osler.com)' 
Anshul Mathur · 
FW: TransCanada Response to OPA's Questions on MPS New Scope 

I am forwarding you TCE's response to questions that were provided to them on March 3"' regarding MPS's firm price 
proposal. TCE has cut and paste OPA's questions from my original e-mail (attached) and provided their response. 1 

think it's important to point out that TCE did not forward my original e-mail containing our questions to MPS but only sent 
the questions. Similarly, TCE is doing the same to MPS's responses. Perhaps I'm being overly suspicious but why 
wouldn't TCE forward OPA's e-mail to MPS and MPS's responses to OPA? 

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: Geoff Murray [mailto:geoff_murray@transcanada.com] 
Sent: March 14, 20114:55 PM 
To: Deborah Langelaan; John Mikkelsen 
Subject: TransCanada Response to OPA's Questions on MPS New Scope 

Deb: 

John is out of the office so I am endeavouring to respond to some of the OPA's recent questions regarding MPS. Please 
let me know if there are any outstanding questions or issues. 

As a result of the recent disaster in Japan any response to clarification/validation/confirmation requests to MPS will be 
significantly delayed and as such this response is TransCanada's current understanding of the New Scope based on the 
New Scope proposal and the Appendix I Original Scope. 

1. Confirm completeness of the list of material under the New Scope. If this list is not complete, we would ask 
that you provide any additional information to complete it; 

It was TransCanada's original intent during the Oakville project to remove the shell and tube type TCA Coolers, which 
would have provided HP feedwater heating and a separate fuel gas heater which would have utilized IP feedwater to 
heat the fuel gas and replace them with a fin-fan type fuel gas heater using TCA Cooling air. The technical reasoning 
to replace the shell and tube TCA Coolers is that the coolers that were originally designed by MPS are not able to 
accommodate operations with the use of variable speed boiler feed pumps. Combined cycle facilities located in 
Ontario undergo significant fluctuations in operations due to the design for duct burning, and part load operations 
which would mean a very in-efficient design to allow for the operations of the equipment that was originally specified 
by MPS, with the potential for additional issues with commissioning and operations of the facility throughout the life of 
the combined cycle plant. As such the shell and tube type TCA Coolers would not be able to accommodate combined 
cycle applications in Ontario. 

Now looking at placing these engines at Cambridge it is not possible to use the shell and tube type of TCA in a simple 
cycle application as there is no steam cycle in the facility and therefore such design can not accommodate the shell 
and tube TCA cooler's requirements. 
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Accordingly the fin fan type TCA!Fuel Gas Heater would be applicable for any situation and should be included as 
part of the Fast Start Scope. TransCanada had previously explored this option before the Oakville contract was 
cancelled. The change order that TransCanada was in the process of executing (in early October, 201 0) would have 
allowed for this change at a cost of $250,000. Alternatively for a simple cycle facility this fin-fan TCA!Fuel Gas Heater 
would allow for simple cycle operations without the requirement to purchase supplementary fuel gas heating 
equipment. 

·Clarification -Fast Start Scope includes: 

TCA CooleriFGH -Turbine Cooling Air Cooler I Fuel Gas Heater 

1. Change out 2 shell and tube type TCA Cooler (TCA) and fuel gas heater (FGH) and replace with a fin · 
fan type TCAIFGH heat exchanger; 

2. Additional piping based on roof installation- total of 110 m included This piping runs from the 
compressor, through the TCA cooler and back to the turbine for rotor air cooling, see the "Terminal Point 
Diagram" on the last page of Appendix 2 for a visual depiction of the piping run. 

New Scope 

(A) GT Cooling Water System- See section 4.1.13 of Appendix 2 

1. GT cooling water radiator cooler 
2. Fan and motors- total of 2 
3. Cooling water pump and motors- total of 4 
4. Make~up tank - total of 2 
5. Associated electrical and controls equipment 
6. MPS does not provide interconnecting piping for any equipment except the Turbine Cooling Air 

(B) Exhaust System 

1. Add 45 m (148ft) simple cycle stack- total of 2 (TransCanada has requested confirmation of stack 
height) 
2. Add vertical mounted stack silencer- total of 2 
3. Exhaust ductwork and expansion joints between the stack and the GT expansion joint, including 

insulation - total of 2 

2. Confirm that US$14.4 is the firm price for the New Scope (as defined above); 

New Scope for US$14.4 million is the firm price for the Exhaust system and the GT Cooling Water system. 

3. Provide a price breakdown for the equipment under the New Scope and any other costs included in the price; 

MPS has declined to provide a further price breakdown of the $14.4 million firm price for the New Scope. 

4. Confirm that GT Cooling System maximum heat duty is not expected to exceed 32 MMBtu/h; 

The 32 MMBtulh is related to the TCA I Fuel Gas Heater, not the GT Cooling System. The GT Cooling System heat 
duty is expected to be 22 MMBTU/h. 

5. Confirm stack height of 45m and whether or not horizontal stack silencer is being considered; 

TCE has requested clarification of the stack height. See section 4.1.8 of Appendix 2 which denotes the inclusion of 
stack silencers and the 45m stack height. 

6. Confirm that no change in GT expansion joints, included in Original Scope, is required for New Scope. 

There is no requirement for a change in the GT expansion joints that were included in the original scope. MPS has 
allowed for additional expansion joints and duct work that is required between the original GT expansion joints and 
the GT Exhaust system, as noted in New Scope above. 
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I hope this helps. As above, let me know if you have any outstanding questions or issues. I look forward to chatting with 
you about your other email at your convenience. 

Regards; 
Geoff 

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, for-Warded 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: 

Deborah Langelaan 
March 15, 2011 1 0:35 AM 
Michael Killeavy 

Subject: RE: Oakville Generating Station Info. 

You're funny! 

-----Original Message----
From: Michael Killeavy 
Sent: March 14, 2011 2:46 PM 
To: Deborah Langelaan 
Subject: Re: Oakville Generating Station Info. 

Ok. Do it frast then. 

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: Monday, March 14, 2011 02:42 PM 
To: Michael Killeavy 
Subject: Fw: Oakville Generating Station Info. 

FYI 

Original Message ----
From: Bonny Wong 
Sent: Monday, March 14, 2011 02:34 PM 
To: Deborah Langelaan 
Subject: RE: Oakville Generating Station Info. 

Hi Deborah, 

Thanks for your info. I would appreciate if you could send me the invite for meetings with 
Linda Lim, FRAST division of Ministry of Finance. Our team will draft the terms of reference 
and will have discussion with FRAST in terms of audit process. 

Regards, 
Bonny Wong 

-----Original Message-----
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From: Deborah Langelaan 
sent: March 14, 2e11 1:45 PM 
To: Bonny Wong 
Subject: Oakville Generating Station Info. 

***Privileged and Confidential *** 

Bonny; 

As promised, attached is a generic version of the SW GTA contract the OPA executed with
TransCanada Energy (TCE) for the Oakville Generating Station as well as a copy of the letter 
that was submitted along with TCE's sunk cost submission. 

Please let me know if you require anything further. 

Deb 

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

OPA ltr fr TCE_Sunk_Cost_2e11e228 

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. 
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Aleksandar Kojic 

From: 
Sent: 
To: 

Michael Killeavy 
March 15, 2011 1:50 PM 
Michael Lyle 

Attachments: Let_OPA.Colin Anderson_Mar 10 v2.pdf; lA Schedule B NRR (Feb 24 11)_0PA.doc; lA 
Schedule C NRR (Feb 24 11 )_OPA.doc; lA Cambridge (draft Jan 24, 2011 v3).doc; TCE 
Value Proposition Analysis 12 Mar 2011.doc 

As requested. 

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

Toronto, Ontario 
MSH 1Tl 
416-969-6288 
416-520-9788 (CELL) 
416-967-1947 (FAX) 
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March 10, 2011 

CONFIDENTIAL AND WITHOUT PREJUDICE 

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

Dear Mr. Anderson: 

Re: Negotiations with TransCanada Energy Ltd. 

TransCanada 
In business to deliver 

TransCanada Corporation 
450 - 1 Street, SW 
Calgary, AB T2P 5H1 

tel (403) 920-2122 

fax (403) 920-2410 

email alex_pourbaix@transcanada.com 
web www.transcanada.com 

Alex Pourbaix 
President, Energy & Oil Pipelines 

First, please accept my appreciation for your recent time taken to discuss our opportunity. As Ontario's 
largest private power investor, TransCanada continues to value its relationship with the Ontario Power 
Authority (OPA) and electricity ratepayers it serves. 

As you are aware, we successfully responded to your SWGTA RFP and executed a contract with you to build, 
own and operate a 900MW combined cycle natural gas power plant. During the development and permitting 
phase of that project, the Minister of Energy announced that the project would not proceed due to significant 
changes in projected power system needs. 

In your letter dated October 7"', 2010 you confirmed that the OPA would not proceed with the contract, 
acknowledged our entitlement to reasonable damages from the OPA and expressed your desire to identify 
other projects which could compensate us for the termination of the contract. While initially disappointed, 
we focused on the changing needs of the OPA as our customer and welcomed the opportunity to meet those 
needs. 

Since last October our respective teams have been seeking a mutually satisfactory solution. The basis for 
these discussions was the desire of both sides to find an arrangement which ensured value to Ontario 
electricity rate payers and fairness to TransCanada shareholders. The purpose of this letter is for me to 
formally convey such a solution. 

Ontario's Long Term Energy Plan states "As indicated in 2007 Plan, the procurement of a peaking natural gas 
fired plant in the Kitchener-Waterloo-Cambridge (KWC) area is still necessary. In that region, demand is 
growing at more than twice the provincial rate." This clear and consistent expression of electricity need 
became a natural focal point in our discussions. The plant we propose will meet the timing and reliability 
requirements of the KWC area as identified by the OPA and the Independent Electricity System Operator. 
We have identified potential sites more than SOO meters from residential neighborhoods and schools. The 
plant will of course meet or exceed all environmental standards related to emissions and noise. 

Simply put, this plant is a smaller, less expensive and more responsive plant than the one originally 
contracted for in the SWGTA RFP. Its capacity of SIS megawatts compared to the SWGTA at 900 megawatts 
reflects today's demand forecasts and is the basis for tremendous savings to Ontario's electricity ratepayers. 
The capital cost is estimated at $S40 million where the SWGTA capital cost was $1.2 billion, representing a 
$660 million reduction. Acting now will allow us to use the $200 million gas turbines purchased for the 
SWGTA plant, thus turning an OPA liability into a valuable asset. By switching from combined cycle to 



Ontario Power Authority 
Attn: Mr. Colin Anderson 
March 10, 2011 
Page2 

simple cycle the plant will be able to respond faster and more efficiently to sudden increases in regional power 
demand. 

Our respective teams have worked diligently for five months to identify an efficient and cost effective project. 
The anticipated contingency support payment necessary to support this project is now actually lower than 
that which was contracted for in the SWGTA Clean Energy Supply contract. We have capped the anticipated 
NRR and offered shared savings in event cost efficiencies are identified prior to signing the CES contract. 

TransCanada is confident it can develop, construct and operate a successful power project. Having built and 
operated power facilities across Ontario for over twenty years, TransCanada is deeply committed to 
consulting local stakeholders including First Nations, municipalities, local neighbors and environmental 
groups. We have had preliminary conversations with the Mayor and local First Nations and have committed 
to treating them as critical stakeholders in our development efforts. 

In closing, I believe this project is an excellent alternative that will provide great value for Ontario electricity 
ratepayers and fairness to TransCanada shareholders. However, time is of the essence if we are to realize this 
potential value. In order to ensure the successful implementation of this project, including the technical 
scope, stakeholder outreach and permitting process, work needs to begin within the next several weeks. 

I therefore request that the OPA seek formal approval and direction from its Board and the Minister of 
Energy to proceed with this project by March 31'" on the terms outlined in the Implementation Agreement 
and schedules that have previously been provided to the OPA. Once that agreement is executed, we can begin 
the development work necessary to complete the CES contract in a timely manner. 

I look forward to your earliest response and to concluding contractual arrangements on this great 
opportunity. 

Yours sincerely, 

Alex Pourbaix 
President, Energy & Oil Pipelines 

c. c. David Lindsay, Deputy Minister of Energy 
Craig MacLennan, Chief of Staff to the Minister of Energy 



·Contract Heat Rate 
'~ .. -.. 

CONFIDENTIAL 
February 24th, 2011 

SCHEDULEB1 
PRICING 

$ 16,900 I MW-month 

50% 

*MW 

*MW 

1,500 MMBTUistart-up 

$ 51,000 I start-up 

$5.751MWb 

$0.501MWb 

Season 1 Season 2 

10,420 10,550 
MMBTU/MWb MMBTU/MWb 

(HHV) (HHV) 

510.0MW 481.5MW 

OMW OMW 

Season 3 Season 4 

10,660 10,580 
MMBTU/MWb MMBTU/MWb 

(HHV) (HHV) 

455.9MW 475.0MW 

OMW OMW 



VP#l - Permits and Approvals 

CONFIDENTIAL 
February 24th, 2011 

SCHEDULEB2 
VALUE PROPOSITIONS 

In light of the cancellation of the Facility and the Original Contract, and the change in risk profile that this 
has created for developers since that decision, the Contract will provide that if TCE is unable to secure a 
permit or approval for the construction or operation of the Potential Project or any level of government 
otherwise prevents the construction or operation of the Potential Project then TCE will be able to 
terminate the Contract and, upon such termination, recover from the OP A its reasonable costs incurred 
with respect to the Facility and the Potential Project and TCE's anticipated financial value of the Original 
Contract [Defined as a Number for the lA]. In addition to TCE's relief from Force Majeure, TCE 
would also recover from the OPA its reasonable costs as a result of delays arising from Force Majeure 
relating to permitting. 

VP#2 - Oakville Sunk Costs 

The Contract will provide that sunk costs associated the development of the Facility totaling [$37 
million] will be paid immediately to TCE at time of executing the Contract. These sunk costs [have/have· 
not] been reviewed by the OPA and further due diligence and review [will/will not] be required. 

VP#3 -Interconnection Costs 

As a result of the compressed time for development of the Potential Project TCE will be unable to 
determine the costs associated with electrical and natural gas interconnections to the same level of detail 
as associated with the Facility. Accordingly, the Contract will provide a mechanism whereby the OPA 
will directly pay for all costs associated with the electrical and natural gas interconnections in a manner 
that will not subject TCE to carrying costs. For the gas connection this will include all costs paid to the 
local gas distribution company ("LDC') that is associated with the connection to the Potential Project 
from the LDC including a contribution in aid to construction ("CIAC") and terminating at the 
demarcation between the Potential Project and the LDC on the Potential Project site. For the electrical 
connection this will include all costs associated with the design engineering, construction and 
commissioning of the electrical facilities between the high voltage side of the Potential Project switchyard 
and the point of connection to the Hydro One transmission system including land and easements if 
applicable. 

VP#4 - Gas Delivery and Management Services Costs 

The Contract will provide that all gas delivery and management services costs will be excluded from the 
NRR and that such costs will be paid for by the OP A in a manner consistent with the Portlands ACES and· 
Halton Hills CES Contracts. 

VP#5- Net Revenue Requirement Indexing Factor ("NRRIF") set at 50% 

As a result of utilizing the MPS gas turbines in this Potential Project service, operating cost is a materially 
larger part of the economic picture and accordingly significantly more ofTCE's costs are escalating. The 
portion ofTCE's costs subject to escalation is approximately 50% as opposed to the current maximum of 
20%. Accordingly the Contract will be modified to reflect this higher proportion subject to escalation by 
incorporating a NRRIF of 50%. Specifically in Section 1.1 of Exhibit J of the Contract the NNRIF 
defmition will be modified to remove the words "between 0.00 and 0.20". 



VP#6 - Option to Extend Term 

CONFIDENTIAL 
February 24th, 2011 

As a mechanism for recovery of Potential Project costs, the .costs incurred by TCE with respect to the 
Facility and TCE's anticipated fmancial value of the Original Contract, the Contract will be premised on a 
30 year term or premised on a 20 year term with a unilateral option for TCE to extend the term of the 
Contract, on the same terms, conditions and prices, for an additional I 0 years. 

VP#7- Capacity Check Test 

In an effort to more accurately reflect the actual capacity delivered to the Province of Ontario Section 
15.6 (b) of the Contract will be modified to reflect average ambient temperatures during each season. 
Specifically in Section15.6 (b) (i) replace "7.0" with "-5.8", in Section 15.6 (b) (ii) replace "21.0" with 
"5.7", in Section15.6 (b) (iii) replace "30.0" with "18.6", and in Section 15.6 (b) (iv) replace "24.0" with 
"8.3". 

VP#8- Potential One Hour Run 

Maintenance costs associated with the Mitsubishi Heavy Industries M501GAC Fast Start engine are 
significant and predominantly driven by number of starts. The logic contained Section 3 of Exhibit J to 
the NYR Contract can result in Imputed Production Intervals one hour in duration whereas the associated 
recovery of start costs is assumed to be over two hours. In an effort to recognize the unique attributes of 
these engines the Contract will be modified to ensure the plant is only deemed on when power prices 
provide for full recovery of start charges within an hour. Specifically Section 3 .1.1 (ii) (a) A of Exhibit J 
of the Contract will be modified to remove the words "50% of'. 
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The Value Propositions outlined in Schedule B2 will be incorporated. 

GD&M Partial Recovery 
The NYR Contract included a provision for a portion of the Gas Distribution and Management costs to be 
recovered via NRR and the rest to be recovered via a side agreement. The contract for the Potential 
Project will be premised on all costs being recovered via the side agreement as per VP# 4. There are 
references throughout the NYR Contract that will require clean up to reflect this situation. 

Schedule A 
There may be items in Schedule A of this Implementation Agreement that need to be incorporated into 
the NYR Contract including, but not limited to, the Emissions Limits and Emission Measurement 
Methodology. 
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SCHEDULEC 
PROCESS 

Schedule BI provides TCE's currently proposed contract parB.Ijleters for eventual incorporation 
into the Contract. This Schedule C describes the mechanism by which the· NRR· set out' in 
Schedule B 1 will be adjusted between the effective date of this Agreement and the execution and 

·delivery by the Parties of the Contract. 

The following contract parameters outlined in Schedule B I will not be adjusted from the values 
contained in Schedule B 1 (the "Fixed Parameters"): the Contract Heat Rates (MMBTUIMWh 
HHV) for Seasons I, 2, 3 and 4; the Contract Capacities (MW) for Seasons I, 2, 3 and 4; the 
Annual Average Contract Capacity (MW); Start-Up Gas for the Contract Facility (MMBTU/start
up); Nameplate Capacity (MW) and Net Revenue Requirement Indexing Factor ("NRRlF")(%); 
Start-Up Maintenance Costs ($/start-up); O&M Costs ($/MWh), and OR Cost ($/MWh). 

The only parameter in Schedule B 1 that may be adjusted prior to being incorporated into the 
Contract is Net Revenue Requirement ("NRR"). 

Upon execution of this Agreement, TCE will begin development work on the Potential Project 
including siting, stakeholder outreach, engineering design, contracts for equipment procurement, 
and contracts for construction. The development work will be undertaken in order to ascertain 
final estimates of capital costs, operating costs, plant performance and schedule prior to execution 
of the Contract. 

Adjustments to NRR will be based on changes in the following capital cost elements (the 
"Adjustment Capital Cost Elements"): 

Delivery & Mgmt Charges for start-up and 
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Development Charges, Park's Fee, Permit & Development 
Fee (Site Plan Approval), Aboriginal Community 
Contribution 
Escalation 
TOTAL 

OPAReview 

$29,250,000 Hard 
$20,000,000 Soft 

$2,990,000 Estimated 

$9,372,568 Estimated 
$265,393,990 

Once the development work is complete TCE will provide the OP A with a final estimate for the 
Adjustment Capital Cost Elements and associated supporting documentation. 

Costs for which TCE will obtain contracts, binding quotes or other firm commitments prior to 
execution of the Contract (the "Hard Capital Costs") are categorized as such in the table above. 
TCE will provide the OPA, on a confidential basis, with copies of the contracts, binding quotes or 
other firm commitments as supporting documentation for the Hard Capital Costs. The OPA's 
review will be limited to ensuring TCE's final estimate is congruent with the supporting 
documentation. 

Costs that will be based on non-binding estimates, discussions or agreements with third parties at 
the time of execution of the Contract (the "Soft Capital Costs") are categorized as such in the 
table above. TCE will provide the OPA with copies or summaries of the non-binding estimates, 
discussions or agreements. The OPA's review will be limited to ensuring TCE's fmal estimate is 
congruent with the supporting documentation. 

Costs that are estimated, built-up or provided as allowances for development and risk at the time 
of execution of the Contract (the "Estimated Capital Costs") are categorized as such in the table 
above. TCE will provide the OPA a break down of such estimates and the OPA's review will be 
limited to ensuring such estimates are in line with good utility practice. 

It is possible that some costs may not fall into the predicted categories (Hard, Soft or Estimated) 
by the end of the development work. TCE will indicate to the OPA any changes in category and 
be held to the due diligence standard of the new category. 

Once the Parties have completed the above review the final estimate for the Adjustment Capital 
Cost Elements shall used to modifY the NRR for inclusion in the Contract. 

Conversion Mechanism 

The fmal estimates for the Adjustment Capital Cost Elements will be used to adjust NRR, 
provided that the adjusted NRR incorporated in the Contract will not exceed $17,277/MW
Month, as follows: 

• For each Adjustment Capital Cost Element there is an estimated value at the time of 
executing this agreement, which is contained in the table above (the "ACCE lA Value") 

• For each Adjustment Capital Cost Element there will be a final estimated value provided 
by TCE to the OPA and agreed to through the OPA Review described above (the "ACCE 
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• For each Adjustment Capital Cost Element there will be a difference between the ACCE 
1A Value and the ACCE Final Value determined as the arithmetic difference between the 
ACCE 1A Value and the ACCE Final Value (the "ACCE Difference"). For clarity the 
ACCE Difference will be the ACCE Final Value minus the ACCE IAValue. By way of 
example, if the ACCE Final Value for a given element is higher than the ACCE 1A Value 
then the ACCE Difference will be a positive number, demonstrating an increase in that 
element. 

• These differences will summed for all Adjustment Capital Cost Elements (the "Total 
ACCE Difference") 

• The Total ACCE Difference will be multiplied by 0.0000126813 (the "NRR Conversion 
Rate") to give the adjustment to the NRR (the "NRR Adjustment Value"). 

• The NRR that will be entered into the Contract will be the NRR indicated in Schedule B 1 
plus the NRR Adjustment Value (the "Final NRR"). 

The development of this Schedule C is constructed on the basis of a set of assumptions and 
engineering at a very preliminary stage of the development process. For example, there were no 
technical design criteria available (Schedule A) at the time of this work and TCE was not able to 
determine the availability or suitability of the proposed site for the Potential Project. As such 
there is a risk that the more detailed engineering and development identifies issues or costs that 
may impact this Schedule C. 
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TCE Draft·- January 24,2011 

WITH PREJUDICE 

·. IMPLEMENTATION AGREEMENT 

between 

TRANSCANADA ENERGY LTD. 

and 

ONTARIO POWER AUTHORITY 

This IMPLEMENTATION AGREEMENT (the "Agreement"), effective as of •, 2011, is by and 
between (a) TransCanada Energy Ltd. ("TCE"), a Canadian corporation, and (b) the Ontario Power 
Authority, a statutory corporation established under Part II.1 and Part II.2 of the Electricity Act, I 998 
(Ontario) (the "OP A"), which are sometimes coJiectively referred to herein as the "Parties" or singularly 
as a "Party". 

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

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

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

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

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

AND WHEREAS in its 18-Month Outlook Update (December 3, 201 0), the Independent 
Electricity System Operator ("IESO") confirmed the need for a peaking natural gas-fired power plant in 
the Kitchener-Waterloo-Cambridge area; 

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

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

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

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

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

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

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

ARTICLE I 
TERM OF AGREEMENT 

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

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

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

ARTICLE II 
COMMITMENTS 

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

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

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

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

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

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

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

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

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

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

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

The OPA also acknowledges that the Indemnified Work Product and Indemnified Tangible 
Goods are. being prepared specifically for TCE a5 part of the Potential Project, and that they are 
not intended or represented to be suitable for reuse by the OPA in respect of any other project or 
for any other purpose. The transfer, assignment or delivery of the Indemnified Work Product and 
Indemnified Tangible Goods is made without any representation or warranty by TCE or the 
provider of the Indemnified Work Product or Indenmified Tangible Goods, including as to fitness 
for use, accuracy, quality or merchantability. Any use thereof by the OPA will be without any 
representation or warranty by TCE or the provider of the Indemnified Work Product or 
Indemnified Tangible Goods and at the OP A's sole risk and without liability or legal recourse to 
TCE or the provider of the Indemnified Work Product or Indenmified Tangible Goods. 

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

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

3.1 (a) 

ARTICLE ill 
BREAK-UP COSTS 

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

(b) During the Term, with respect to any individual expenditure or commitment by TCE in 
excess of$1,000,000 for which the OPA may be liable pursuant to Section 2.3, TCE shall 
provide written notice (as provided in Section 7.1 hereof) together with a brief 
explanation of the nature of the expenditure or commitment within five (5) Business 
Days of TCE having executed a written agreement to incur such expenditure. The OP A 
acknowledges that TCE has already made the expenditures or commitments identified in 
ScheduleD as non recoverable costs for the Facility or owing to :MPS Canada, Inc. and 
that no written notice of such expenditures or commitments is required. 
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(c) During the Term, ifthere occurs 

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

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

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

(d) In case of the occurrence of any event described in Section 3.1(c), TCE shall propose a 
revised Schedule D reflecting such expenditure or commitment or change in expenditure 
or commitment, together with a brief explanation thereof, including an explanation as to 
the impact on achieving the commercial operation milestone dates set forth in Section 2. I 
if such expenditure, commitment or change is not made, and obtain the OP A's written 
consent to the revision prior to incurring such expenditure or milking such commitment. 
In the event that the OPA does not respond to such proposed revision within five (5) 
Business Days of receipt of notice thereof from TCE as provided above, the OPA shall be 
deemed to have refused its consent. If the OPA provides its written consent to such 
revisions, then the revised Schedule D proposed by TCE and accepted by the OP A shall 
become the operative ScheduleD for the purposes hereof until replaced in accordance 
with the terms hereof. 

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

3.3 (a) In the event that (i) this Agreement is terminated as provided in Section I .2, or (ii) the 
Parties have not executed the Contract and terminated the Original Contract prior to the 
end of the Term, TCE shall, within thirty (30) Business Days of such termination or the 
end of the Term, as the case may be, submit to the OPA an invoice for the amounts for 
which it claims indemnification pursuant to Section 2.3, together with reasonable 
documentation in support of the invoice. The OPA may, acting reasonably, request 
additional supporting documentation. The OP A shall notify TCE of any dispute with any 
amounts so claimed within fifteen (I 5) Business Days of receipt thereof, in which case 
the provisions of Article V shall apply. 

(b) All amounts not subject to dispute shall be paid by the OPA to TCE within thirty (30) 
calendar days of the date of the invoice and all amounts settled pursuant to the dispute 
resolution provisions hereof shall be paid within ten (10) Business Days of their 
resolution. All amounts not paid when due shall bear interest from the date due 
hereunder to the date of payment at a rate equal to the annual rate of interest quoted by, 
published and commonly known as the "prime rate" of the Royal Bank of Canada at its 
main office in Toronto Ontario as the reference rate then in effect for interest rates on 
commercial demand loans made by it in Canadian dollars to its Canadian borrowers plus 
four percent (4%) per annum. 
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ARTICLE IV 
REPRESENTATIONS AND WARRANTIES 

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

ARTICLEV 
DISPUTE RESOLUTION 

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

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

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

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

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

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

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

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

ARTICLE VI 
CONFIDENTIALITY, ANNOUNCEMENTS 

AND DEALING WITH THE OPA 

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

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

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

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

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

ARTICLEVll 
MISCELLANEOUS 

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

to the OP A at: 

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

Attention: • 

Telephone: • 
Facsimile: • 
e-mail: • 

with a copy to: 

Osier, Hoskin & Harcourt LLP P.O. Box 50, 6lst Floor 
1 First Canadian Place 
Toronto, ON MSX IB8 

Attention: Rocco Sebastiana 

Telephone: 416-862-5859 
Facsimile: 416-862-6666 
e-mail: rsebastiano@osler.com 
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Royal Bank Plaza 
200 Bay Street 
24th Floor, South Tower 
Toronto, ON M5J 2Jl 
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Attention: Teny Bennett, Vice-President, Power Generation Development 

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

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

7.2 Time is of the essence in this Agreement. 

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

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

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

7.6 No waiver of any of the provisions of this Agreement will constitute a waiver of any other 
provision (whether or not similar). No waiver will be binding unless executed in writing by the 
Party to be bound by the waiver. A Party's failure or delay in exercising any right under this 
Agreement will not operate as a waiver of that right. A single or partial exercise of any right will 
not preclude a Party from any other or further exercise of that right or the exercise of any other 
right it may have. 
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7. 7 This Agreement shall enure to the benefit of and be binding upon the Parties hereto and their 
permitted successors and assigns. TCE shall be entitled to assign tl1is Agreement, in whole or in 
part, with notice to the OPA, to orie or more corporations, limited or general partnerships and/or 
other entities of which TCE or its affiliates retain control. Upon TCE giving notice to the OPA of 
any such assignment, all references herein to TCE shall to the extent appropriate be deemed to be 
and include such assignee or assignees. For the purposes hereof "control" shall have the meaning 
given thereto in the Business Corporations Act (Ontario). ·· · 

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

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

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

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

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

(i) the Agreement; 

(ii) Exhibit II; 

(iii) Exhibit III; 

(iv) Exhibit IV; 

(v) Exhibit I; 

(vi) ScheduleD; 

(vii) ScheduleB; 

(viii) Schedule C; and 

(ix) Schedule A. 

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

TRANSCANADA ENERGY LTD. 

By: 

Name: 
Title: 

By: 

Name: 
Title: 

ONTARIO POWER AUTHORITY 

By: 

Name: 
Title: 



EXHIBIT I 
CONFIDENTIALITY AGREEMENT 



EXIUBITII 
ACKNOWLEDGEMENTS 



EXHIBIT III 
MOU 



EXHIBIT IV 
MINISTER'S DIRECTIVE 



SCHEDULE A 
TECHNICAL DESIGN REQUIREMENTS 

[NTD: Further discussion required.] 

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

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

Electrical Connection 
The Potential Project will be connected directly to the IESO-Controlled Grid via new double circuit 23 0 kV 
transmission lines. The Potential Project will have a direct connection to the Hydro One circuits M20D and 
M21D with a connection point located at or near the Preston TS. 

Emissions Requirements 
The Potential Project will not emit: 

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

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

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

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

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



[NTD: details to follow.] 

Permits and Approvals 

SCHEDULER 
ADDITIONAL CONTACT TERMS 

Gas Delivery and Management Services Costs 

Interconnection Costs 

Operating Reserve 

Option to Extend Term 

Future Changes -Risk Mitigation 

\ 



[NTD: to be provided separately.] 

SCHEDULEC 
PROCESS 



Cancellation Schedule 

SCHEDULED 
PROJECTED COSTS AND EXPENSES 

DURING THE TERM 

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

January February March 
2011 2011 2011 April2011 May 2011 June 2011 

Values are in millions and are cumulative month to month 

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

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

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

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

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

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

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

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

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

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

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

Land Options Costs and Real Estate $0.5 $0.5 $0.5 $0.5 
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Community and Public Relations $0.0 $0.1 $0.1 $0.1 $0.1 
I 

I 

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

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

Otber $0.1 $0.1 $0.2 $0.2 $0.3 

Total $200.9 $224.1 $233.4 $240.7 $243.5 $244.7 
------- - ·-- --- ·-- -- -- - -
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TCE Draft- January 24, 2011. 

WITH PREJUDICE 

... IMPLEMENTATION AGREEMENT. 

between 

TRANSCANADA ENERGY LTD. 

and 

ONTARIO POWER AUTHORITY 

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

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

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

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

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

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

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

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

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

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

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

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

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

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

ARTICLE I 
TERM OF AGREEMENT 

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

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

1.3 Notwithstanding termination of this Agreement by effluxion of time or otherwise as provided 
herein, the provisions of Sections 2.3, 2.4, 2.5, 3.3(a), 3.3(b), 6.1 and 6.2 and Articles V and VII 
shall survive if the Contract is not executed and delivered by the Parties; whereas if the Contract 
is executed and delivered by the Parties, only Sections 6.1 and 6,2 shall survive, unless otherwise 
set forth in the Contract. 

ARTICLE IT 
COMMITMENTS 

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

2.2 During the Term, the Parties covenant and agree to negotiate in good faith and to use their 
commercially reasonable efforts to execute an agreement (the "Contract") on the basis described 
in the Directive, the MOU and this Agreement for the development, construction and operation of 
the Potential Project and on terms and conditions acceptable to each of the Parties, acting 
reasonably. The Parties further covenant and agree that upon the execution and delivery of the 



-3-

Contract, they will terminate the Original Contract. For greater certainty and without limiting the 
generality of the foregoing, the Parties acknowledge and agree that: 

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

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

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

provided that if, after negotiating in good faith, the Parties canoot agree on the appropriate 
amount to be the "Net Revenue Requirement", the O&M payment or any other variable to be 
included in Exhibit B of the Contract or any changes that should be made to the NYR Contract, 
the Parties shall be deemed to have negotiated the terms of the Contract in good faith and used 
commercially reasonable efforts. 

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

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

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

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

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

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

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

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

3.1 (a) 

ARTICLE Ill 
BREAK-UP COSTS 

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

(b) During the Term, with respect to any individual expenditure or commitment by TCE in 
excess of$1,000,000 for which the OPA may be liable pursuant to Section 2.3, TCE shall 
provide written notice (as provided in Section 7.1 hereof) together with a brief 
explanation of the nature of the expenditure or commitment within five (5) Business 
Days of TCE having executed a written agreement to incur such expenditure. The OP A 
acknowledges that TCE has already made the expenditures or commitments identified in 
ScheduleD as non recoverable costs for the Facility or owing to MPS Canada, Inc. and 
that no written notice of such expenditures or commitments is required. 



- 5-

(c) During the Term, ifthere occurs 

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

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

which change or new expenditure would cause the total potential liability of the OPA 
under Section 2.3 to exceed the aggregate amount set forth in ScheduleD at that point in 
time by an amount greater than $1,000,000 and provided that such change or new 
expenditure is reasonably required to maintain the schedule to achieve the commercial 
operation milestone dates set forth in Section 2.1, TCE shall seek the consent of the OPA 
to such change or new expenditure, as set forth in Section 3.1(d) hereof. 

(d) In case of the occurrence of any event described .in Section 3 .I (c), TCE shall propose a 
revised ScheduleD reflecting such expenditure or commitment or change in expenditure 
or commitment, together w.ith a brief explanation thereof, including an explanation as to 
the impact on achieving the commercial operation milestone dates set forth in Section 2.1 
if such expenditure, commitment or change is not made, and obtain the OPA's written 
consent to the revision prior to incurring such expenditure or mak.ing such commitment. 
In the event that the OPA does not respond to such proposed revision within five (5) 
Business Days of receipt of notice thereof from TCE as provided above, the OPA shall be 
deemed to have refused its consent. If the OPA provides its written consent to such 
revisions, then the revised Schedule D proposed by TCE and accepted by the OP A shall 
become the operative Schedule D for the purposes hereof until replaced in accordance 
with the terms hereof. 

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

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

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

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

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

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

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

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

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

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

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

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

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

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

(i) donot and will not (or would not with the giving of notice, the lapse of time or 
the happening of any other event or condition) constitute or result in a violation 
or breach of, or conflict with any of the terms or provisions of its constating 
docUII1ents or by-laws; 

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

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

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

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

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

ARTICLEV 
DISPUTE RESOLUTION 

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

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

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

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

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

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

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

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

ARTICLE VI 
CONFIDENTIALITY, ANNOUNCEMENTS 

AND DEALING WITH THE OPA 

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

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

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

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

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

ARTICLE VII 
MISCELLANEOUS 

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

to the OPA at: 

120 Adelaide St. W. 
Suite 1600 
Toronto, ON MSH 1 T1 

Attention: • 

Telephone: • 
Facsimile: • 
e-mail: • 

with a copy to: 

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

Attention: Rocco Sebastiane 

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



to TCE at: 

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

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

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

7.2 Time is of the essence in this Agreement. 

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

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

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

7.6 No waiver of any of the provisions of this Agreement will constitute a waiver of any other 
provision (whether or not similar). No waiver will be binding unless executed in writing by the 
Party to be bound by the waiver. A Party's failure or delay in exercising any right under this 
Agreement will not operate as a waiver of that right. A single or partial exercise of any right will 
not preclude a Party from any other or further exercise of that right or the exercise of any other 
right it may have. 
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7. 7 This Agreement shall enure to the benefit of and be binding upon the Parties hereto and their 
permitted successors and assigns. TCE shall be entitled to assign this Agreement, in whole or in 
part, with notice to the OPA, to one or more corporations, limited or general partnerships and/or 
other entities of which TCE or its affiliates retain control. Upon TCE giving notice to the OPA of 
any such assignment, all references herein to TCE shall to the extent appropriate be deemed to be 
and include such assignee or assignees. For the purposes hereof "control" shall have the meaning 
given thereto in the Business Corporations Act (Ontario). 

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

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

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

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

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

(i) the Agreement; 

(ii) Exhibit II; 

(iii) Exhibit III; 

(iv) ExhibitN; 

(v) Exhibit I; 

(vi) ScheduleD; 

(vii) Schedule B; 

(viii) Schedule C; and 

(ix) Schedule A. 

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

TRANSCANADA ENERGY LTD. 

By: 

Name: 
Title: 

By: 

Name: 
Title: 

ONTARIO POWER AUTHORITY 

By: 

Name: 
Title: 



EXHIBIT I 
CONFIDENTIALITY AGREEMENT 



EXHIBIT II 
ACKNOWLEDGEMENTS 



EXHIBIT ill 
MOU 



EXIDBITIV 
MINISTER'S DIRECTIVE 



SCHEDULE A 
TECHNICAL DESIGN REQUIREMENTS 

[NTD: Further discussion required.] 

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

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

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

Emissions Requirements 
The Potential Project will not emit: 

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

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

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

The emission limits for NOx and CO stated in the Contract will form the basis of an ongoing operating 
requirement. For greater certainty, the OPA is not requiring TCE to adopt any specific facility design or 
utilize any particular control equipment with respect to air emissions, provided, however, that the Potential 
Project must comply with the NOx and CO limits set out above 



-2-

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

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



[NTD: details to follow.) 

Permits and Approvals 

SCHEDULEB 
ADDITIONAL CONTACT TERMS 

Gas Delivery and Management Services Costs 

Interconnection Costs 

Operating Reserve 

Option to Extend Term 

Future Changes -Risk Mitigation 

\ 



[NTD: to be provided separately.] 

SCHEDULEC 
PROCESS 



Cancellation Schedule 

SCHEDULED 
PROJECTED COSTS AND EXPENSES 

DURING THE TERM 

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

January February March 
2011 2011 2011 April201 I May 2011 June 2011 

Values are in millions and are cumulative month to month 

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

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

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

MPS Canada, Inc. ESA fls Option $34.6 $34.6 $34.6 $34.6 $34.6 $34.6 

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

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

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

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

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

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

Consultant Enviromnental $0.1 $0.2 $0.3 $0.4 $0.5 

Land Options Costs and Real Estate · $0.5 $0.5 $0.5 $0.5 
-- --- - '-· - L_ ____ 
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Community and Public Relations $0.0 $0.1 $0.1 $0.1 $0.1 

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

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

Other $0.1 $0.1 $0.2 $0.2 $0.3 

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



PRIVILEGED AND CONFIDENTIAL- PREPARED IN CONTEMPLATION OF LITIGATION 

ANALYSIS OF TCE PROPOSED SCHEDULE B TO THE IMPLEMENTATION AGREEMENT 

# I Purported TCE Value Proposition 

1 l '~ .. the Contract will provide that if TCE is unable to 
secure a permit or approval for the construction or 
operation of the Potential Project or any level of 
government otherwise prevents the construction or 
operation of the Potential Project then TCE will be 
able to terminate the Contract and ... recover from 

the OPA its reasonable costs incurred with respect to 
the Facility and the Potential Project and TCE's 
anticipated financial value of the Original Contract 
[Defined as a Number for the /A], In addition to TCE's 
relief from Force Majeure, TCE would also recover 
from the OPA its reasonable costs as a result of 
delays arising from Force Majeure relating to 
permitting." {emphasis added) 

12 March 2011 

Analysis 

This provision significantly 

reduces the developm~nt risk 

for TCE since if it encounters 

any regulatory approval 

problem, it can exit the 

ContraCt and receive 

reimbursement for its 

development costs and 

financial value of the 

contract. 

This risk profile is 

inconsistent with the SWGTA 

Contract and with all other 

OPA gas-fired generation 

contracts. with the exception 

of the Portlands Energy 

Centre. 

Recovery afforce majeure

related costs is inconsistent 

with the common law 

position on force majeure 

and other OPA contracts:. 

Cost Recom,.rne!Jc:lati,on'.·. , , 

This is difficult to value. it I The OPA rejects #!is-the broad 

is presumably the present 

value of the foregone 

profits under the SWGTA 
Contract, which may range 

from $268M to $503M pius 

whatever costs TCE incurs 

in developing the peaking 

plant. This latter 

component depends on 

when the permitting road 

block occurs in the project 

development timeline. 

extentTCE Value Proposition. 

The OPA is amenable to providing 
TCE with the similar sort of 

municipal permitting risk 

where a regulation was enacted 

to exempt the development of 

the facility from municipal 

planning approvals under the 

Page 1 of6 



PRIVILEGED AND CONFIDENTIAL- PREPARED IN CONTEMPLATION OF LITIGA T/ON 

ANALYSIS OF TCE PROPOSED SCHEDULE B TO THE IMPLEMENTATION AGREEMENT 

# PurQorted TCE Value Proposition Analysis Cost 
Recommendation··> .•······· .. 

f!J!§l .... ··.•· 

I 

lti 
2 "The Contract will provide that sunk costs associated The OPA is likely liable for We have been told that The OPA can agree to reimburse 

the development of the Facility totaling (sic) [$37 these sunk costs if the matter these costs would be TCE for its sun~ costs, provided 
million} will be paid immediately to TCE at time of were ever to be litigated. approximately $33M, and they can be substantiated. 
executing the Contract. These sunk costs [have/have [NTD: Counsel to comment would not exceed $35M. 

not] been reviewed by the OPA and further due on thisl TCE now Indicates that 

1: diligence and review [will/wifl not] be required. " these are $37M. We have 
The CPA is amenable to having 

(emphasis added) The mechanism for direct been given substantiating 
and immediate payment has information from TCE on 

the costs reimbursed by 
I ! 

to be considered. Can we do these sunk costs and we 
incorgorating them into the Net 

this within the scope of the are reviewing this 
Revenue Reguirement ("NRR") 1.'' 

draft directive? The draft information now. 
for the K-W peaking plant. 

I 
directive is silent on this right 
now. 

I 

I 

3 " ... the Contract will provide a mechanism whereby the These costs are hard to TCE has estimated $100M OPA should agree to pay these 

It OPA will directly pay for all costs associated with the quantify at this point in time. for these costs. fNTD: costs, but \'Je FJeeEI te iFJvestigate 

electrical and natural gas interconnections in a If we include them in the check with PSP to see if the arui-laREI SA a meehaFJism faF I • 

manner that will not subject TCE to carrying costs. NRR, TCE will add an addition K-W eealsf.ng_e.lant G&iRg-sethe OPA reguires that 1.;. 
For the gas connection this will include all costs paid to risk premium, which will be working grour;l, has an}! TCE bear the risk of completion I .. 
the local gas distribution company ("LDC') that Is paid for by the ratepayer. better lnformatlon?l and so it regulres that the costs 

1-associated with the connection to the Potential Project Even if we include the cost in be paid directly: on a 

from the LDC including a contribution in aid to the NRR, if the estimate is reimbursement basis to TCE.~ [:", 
··. 

12 March 2011 Page 2 of6 



PRIVILEGED AND CONFIDENTIAL- PREPARED IN CONTEMPLATION OF LITIGATION 

ANALYSIS OF TCE PROPOSED SCHEDULE B TO THE IMPLEMENTATION AGREEMENT 

# I Puroorte.!LTCE Value Proposition Analysis Cost · Recommer:~datio.n . ·•· 
. . .. 

construction ("CIAC") and terminating at the overrun we will likely face a i~ the mechanism for 

demarcation between the Potential Project and the claim anyway, so we'd pay reimbursement on all other OPA 
LDC on the Potential Project site. For the electrical for the risk premium and the _c_o_ntracts. 
connection this will include all costs associated with overrun. 
the design engineering, construction and 

commissioning of the electrical facilities between the The cheapest option for the 

high voltage side of the Potential Project switch yard ratepayer is to pay for these 

and the point of connection to the Hydra One costs directly. 

transmission system including land and easements if I The "no carrying cost" 
applicable." (emphasis added) 

language suggests a direct 
payment by the OPA and not 
a pass-through cost. We 
need to confirm this with 
TCE. Can the OPA make such 
a direct cost? 

4 I '7he Contract will provide that all gas delivery and This transfers all gas risk to We estimate that this is OPA should reject this 
management services costs will be excluded from the the OPA. OPA is not the best worth about $2,000/MW- proposition since it is not the 
NRR and that such costs will be paid for by the OPA In placed to manage this risk. month based on NYR plant operator and therefore not 
a manner consistent with the Portlands ACES and information. the best placed to manage this 
Halton Hills CES Contracts." risk. 

5 I " ... The portion of TCE's costs subject to escalation is It's unclear that SO% of the ~~ {Jleefl. f9 ds ssme OPA should reject this 
approximately 50% as opposed to the current NRR Is related to the- ms&eUHtfl sA this l~le'·~e proposition since it is (a) 
maximum of 20%. Accordingly the Contract will be /!Hilt_IRfl.elfe£1. 9F1'/t~,Ynt: iR inconsistent with our other 

12 March 2011 Page 3 of 6 



PRIVILEGED AND CONFIDENTIAL- PREPARED IN CONTEMPLATION OF LITIGATION 

ANALYSIS OF TCE PROPOSED SCHEDULE B TO THE IMPLEMENTATION AGREEMENT 

# PurQorted TCE Value Proposition Analysis Cost Recommendation·:·,,:·;· 

1:· 
' ' ' '· .. ·- '-

modified to reflect this higher proportion subject to OPEX. tfle msdr:ls ts Qgte ts ,'feeo contracts and (b) doesn't seem to 

12' escalation by incorporating a NRRIF of SO% •.• " Mem si!!l~8e. We E6Ykl reflect the proportion that mea 
This is quite a departure from verv simp.'v msd!.ly-the OPEX has in the NRR. 
all other OPA contracts, ,rJ.,t'¢R i1161ustltm merle.( ts 
which either do not permit ~eJmit'i~ #UielflBg ~r;# 
indexing or cap it at 20% of .'et's see ~"'st the efff:.Et is ' the contract price or NRR. 

9FJ SVQ#ugfefl. G9&i:f!l0yr 
,, 

We see no justific_ation for 
modelling indicates that )!!\> . '• . ,, this is worth about another 

this this. 
SlOO million in terms of >-~ .·- ·.···' ... · 
NPVover a 20-year term~--- Formatted: Font: Not Bold, Not Italic, ] ············································ , No underline 

6 " ... the Contract will be premised on a 30 year term or Extending the terms is a [NTD: Let's do some OPA can agree to a longer than 20 : 
premised on a 20 year term with a unilateral option means of spreading the costs modelling to determine year term, but we need to make 

for TC£ to extend the term of the Contract, on the out over more years to what value the extra 10 certain that the return to TCE is ; same terms, conditions and prices, for an additiona/10 reduce the $/MW-month ~ears has on a $LMW- consistent with what we've 

years." value of NRR. month basis over the agreed to is the "financial value" 

standard 2D-~ear term. of the OGS Contract. :· 

I 

It is also a means for TCE to This is relativel~ eaSJl to do 
:: 

earn more since there are for a range ofNRRs from ,· .. 
more contract years of sa~ $_15,000LMW-month 
contract revenue. and $17.000/MW-monthl 

The OPA ogening (;!Osition is that 

we ~n acce(lt a 25-year term to .'. 

I 

the ~-W (leaking contract. · .. 

12 March 2011 Page 4 of6 



PRIVILEGED AND CONFIDENTIAL- PREPARED IN CONTEMPLATION OF LITIGATION 

ANALYSIS OF TCE PROPOSED SCHEDULE B TO THE IMPLEMENTATION AGREEMENT 

# I Puroorted TCE Value Proposition 

7 I " ... the Contract will be modified to reflect average 
ambient temperatures during each season ... " 

Analysis 

Plan output is inversely 

related to ambient 
temperature. The proposed 

changes in temperature 

seem odd, though.J~~T..J?_:_~~~-
SMS EAergy Ael19 witA 
trus:ijThis will result in a 

much higher capacity for the 

plant. 

TCE might be concerned 

about meeting capacity 

check test requirements. 

8 I '' ... the Contract will be modified to ensure the plant is TCE is attempting to tie 

only deemed on when power prices provide for full physical operation of the 

recovery of start charges within an hour ... u plant with the financial 

contract means of imputing 

start up and earning market 

revenues. 

12 March 2011 

r~,.r.., .. ,,... ;,,,..., ,.,...;,.....,\-..,,,.,.,... 
~·'-"J"'""''""''''"'"''"'"" 

tAem far eael=t ~tart 1:119?We 
believe that Exhibit J in the 

NYR Contract mitigates the 

Cost 

fNTD: Can SMS Enerqv 

help with this?l 

Recommendati9n 

Pre'li9eEI tl=tat we eaR agree eR 

tRe tem~er:atblres, tAe' OPA eaR 

-----------------------+~-~-~~~~-~~~-~!:!1_~-~'?. ________ , 
achieve the resultTCE is 

,ljj'JlR -""''u&tirm mGEiel Emd 
mGrliP.• the t.gq;f: te see 

..,<hat the e#est ...-ill 

interested in by modifving the 

default provis'1ons associated with 

the capacity check tests in the 

contract. 

OPA fl8SitieA is biReletermiReeiThis I, ·"'·'>.'·
may well be a matter of walking 

TCE through Exhibit J for NYR and 

demonstrating how the peaking 

facility will be imputed to earn 

revenues. 

BefUnknown... __________________ l----------·--------------··-···· 
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PRIVILEGED AND CONFIDENTIAL- PREPARED IN CONTEMPLATION OF LITIGATION 

ANALYSIS OF TCE PROPOSED SCHEDULE B TO THE IMPLEMENTATION AGREEMENT 

# Pur(!orted TCE Value Proposition Analysis Cost Recommendation· 
••• 

' 
risk that TCE identifies. 
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Aleksandar Kojic 

From: 
Serit: 
To: 
Subject: 

Attachments: 

Michael; 

Deborah Langelaan 
March 16, 2011 7:35AM 
Michael Killeavy 
FW: Teleconference Board Meeting- Wednesday, March 16, 2011 - 12:00 (noon) to 2:00 
p.m., Toronto Time 
2- Agenda- March 16, 2011.xls; 8- OGS_BOD_CM_20110316.ppt 

Attached is the agenda for today's board meeting and the presentation for OGS. 

Deb 
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AGENDA 
ITEM 

1 
2 
3 

4 

5 

6 

7 

8 

TIME 

12:00-12:05 p.m. 

12:05-12:25 p.m. 

12:25-12:40 p.m. 

12:40-12:55 p.m. 

12:55-1:10 p.m. 

1:10-1:25p.m. 

1:25-1:40 p.m. 

ONTARIO I 
POWERAUTHORITY L! 

MEETINq OI'J]:I): f!_QAR.P_ Qf. DIRECTORS 

16th Floor Boardroom, 120 Adelaide Street West, Toronto 
Wednesday, March 16, 2011 

12:00 - 1:40 p.m. 

Call-in Details: 
Toll Free: 1-877-320-7617 

Board Members' Access Code: 6802847 

AGENDA 
DECISION/ 

RECOMMENDATION/ 
TOPIC PRESENTER INFORMATION 

Constitution of Meeting 
Chair Decision 

Review of Agenda 

Chief Executive Officer's Report Colin Andersen Information 

Internal Audit Services 
Kim Marshall 

Decision Terry Gabriele 
JoAnne Buller 

Decision Kevin Dick 
JoAnne Butler 

Information 
Kevin Dick. 

JoAnne Butler 
Information Barbara Ellard 

Oakville Generating station Update 
JoAnne Butler Information 

Michael Killeaw 
' Note. OPA Conference Leaders Access Code. 6802847, and PIN. 206903 

C:\Documents and Settings\aleksander.kojic\Local Settings\Temporary Internet Files\Content.Outlook\A.KOEP8T3\2 ·Agenda- March 16 2011 
30/0512012. 
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Yes 1 

Yes 2 

Yes 3 

Yes 4 

Yes 5 

Yes 6 
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Winding Up of the Oakville 

Generating Station (OGS) Contract 

Board of Directors 

2!11'~!!t~ 

.. ,, 

March 16,2011 

Privileged and Confidential - Prepared in Contemplation of Litigation 



Summary 

• TCE has submitted proposal. 

• Significant due diligence has been completed on this 
project. We are evaluating their proposal with our 
external legal, financial and technical counsels, :and will 
be preparing a counter offer. 

• Targeting end of March to determine if we will continue 
to negotiate to agreement or move to potential litigation. 

• Primary areas of concern continue to be timing of ·. 
Directive and site location. 

2 Privileged and Confidential - Prepared in Contemplation of Litigation ~ONTARIO ... t 
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OGS Update (for information purposes only} · 

• OPA/TCE negotiating team met once since February's Board update 
• OPA awaiting response from the Ministry of Energy on the drafting 

of the Directive 
• February 28th Mitsubishi Power Systems (MPS) provided its fixed 

price proposal to TCE for: . 
- Fast-start Gas Turbine (GT) option 
- Scope of work for the conversion from combined-cycle to simple 

cycle 
- Delay/suspension costs 

• MPS cost increased by -10% (US $33MM to $36MM) 
• March 1st OPA received TCE's Potential Project Pricing and Terms 

Proposal 
- commercial parameters for the proposed peaking plant along 

with proposed revisions to the peaking contract 
• March 6th OPA received draft letter from Alex Pourbaix, President 

TCE requesting approval of the Cambridge project under their 
proposed terms 

3 Privileged and Confidential - Prepared in Contemplation of Litigation 2!1.!1!!~ 



TCE Potential Project Pricing and Terms Proposal 

• TCE provided OPA with its estimated costs for the 
peaking plant along with a list of suggested changes to 
the peaking Contract 

• TCE's position is they require a $16,900/MW-month Net 
Revenue Requirement (NRR) Which is slightly lower than 
the $17, 277/MW-month NRR for OGS 

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

• OPA has requested more information from TCE to 
understand how it arrived at its NRR 

4 
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TCE Potential Project Pricing and Terms Pr()posid 

• OPA has retained NERA Economic Consulting as its 
Financial Consultant 

• OPA performing sensitivity analysis to develop matrix of 
NRR's based on various assumptions for discount rate, 
capital costs, operating & maintenance costs, contract 
term, etc. 

• OPA continuing its due diligence on commercial· 
parameters and contract changes 

5 
Privileged and Confidential - Prepared in Contemplation of Litigation ON_. ~_a._ ..... IIIO~·-.--. 

POWER AUTHORITY 
' '.ft 



Next Steps 

• Continue discussions with TCE to achieve the following: 
- An understanding of TCE's commercial position 

- Finalize technical design requirements 

- Siting of replacement facility 

- Negotiation and execution of Implementation Agreement 

- TCE plan for handling First Nations issues 

• Inform Minister's Office/Premier's Office and get buy in 
to disclose and move forward 

• OPA to provide TCE with counter offer before end of 
March 

6 
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Aleksandar Kojic 

From: John Zych 
Sent: March 17, 2011 9:31AM 
To: 
Subject: 

Michael Lyle; Michael Killeavy; Susan Kennedy; Deborah Langelaan; 'rsebastiano@osler.com' 
TCE Board Resolution -Osier Review and Comment 

Attachments: Minutes of Board of Directors Meeting- October 7, 2010- Draft. doc 

Last week, we had a meeting with Rocco Sebastiana on this matter and we (Michael Killeavy, Deborah Langelaan, Rocco 
Sebastiana and I) agreed to delete the word "reasonable" in front of the word "compensation" (see third page). 

These minutes are now good to go to the Board for approval. Efficiency and practicality suggest that we take these 
minutes to the Board for approval at the same time that we approve any agreement with TCE, and that is what 1 will do. 

John Zych 
Corporate Secretary 
Ontario Power Authority 
Suite 1600 
120 Adelaide Street West 
Toronto, ON M5H 1T1 
416-969-6055 
416-967-7474 Main telephone 
416-967-1947 OPA Fax 
416-416-324-5488 Personal Fax 
John.Zych@powerauthority.on.ca 

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

From: Sebastiana, Rocco [mailto:RSebastiano@osler.com] 
Sent: February 23, 2011 5:13 PM 
To: Deborah Langelaan 
Cc: John Zych; Michael Killeavy; Ivanoff, Paul; Smith, Elliot 
Subject: RE: TCE Board Resolution - Osier Review and Comment 

We have reviewed the minutes, but am not sure what comments we would provide. One observation I would 
make is that the minutes state that the Board members reviewed the terms of a draft letter to TCE that instructed 
TCE to "cease all further work in connection with the Oakville gas plant and acknowledged that [TCE] was 
entitled to reasonable compensation". Did the Board members see the final draft of the letter which was sent to 
TCE which includes the reference to the "financial value" of the contract? I wouldn't want anyone to draw the 
inference that the language contained in the letter sent to TCE is the Board's view of what is reasonable 
compensation. Perhaps we can discuss further this in person when we next get together. 

Thanks, Rocco 

From: Deborah Langelaan [mailto:Deborah.Langelaan@powerauthority.on.ca] 
Sent: Wednesday, February 23, 201110:48 AM 
To: Sebastiana, Rocco 
Cc: John Zych; Michael Killeavy 
Subject: FW: TCE Board Resolution - Osier Review and Comment 

Rocco; 
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Would you please review the attached Board meeting minutes and provide your comments? 

Thanks, 
Deb 

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

From: John Zych 
Sent: February 23, 201110:17 AM 
To: Deborah Langelaan 
Cc: Susan Kennedy 
Subject: RE: TCE Board Resolution - Osler Review and Comment 

Deborah, 

The minutes of the October 7, 2010 mtg (attached). 

John Zych 
Corporate Secretary 
Ontario Power Authority 
Suite 1600 
120 Adelaide Street West 
Toronto, ON M5H 1T1 
416-969-6055 
416-967-7474 Main telephone 
416-967-1947 OPA Fax 
416-416-324-5488 Personal Fax 
John.Zych@powerauthority.on.ca 

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

From: Susan Kennedy 
Sent: February 23, 2011 9:26AM 
To: John Zych 
Cc: Deborah Langelaan 
Subject: FW: TCE Board Resolution - Osler Review and Comment 

John, 

Would you deal directly with Deb on this. I believe I can attest that it will be faster if I am not in the middle. 

Susan H. Kennedy 
Director, Corporate/Commercial Law Group 

From: Deborah Langelaan 
Sent: February 23, 2011 9:08AM 
To: Susan Kennedy 
Subject: RE: TCE Board Resolution - Osler Review and Comment 

Susan; 
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What minutes are you referring to? 

Deb 

Deborah Langelaan I Manager, Natural Gas Projects I OPA I 
Suite 1600- 120 Adelaide St. W. I Toronto, ON MSH 1Tl I 
T: 416.969.60S2 I F: 416.967.19471 deborah.Jangelaan@powerauthority.on.ca 1 

From: Susan Kennedy 
Sent: February 23, 2011 8:58AM 
To: Michael Killeavy; Deborah Langelaan 
Cc: John Zych 
Subject: TCE Board Resolution - Osier Review and Comment 

I thought I'd seen Osier comments on the draft minutes; however, John says he hasn't seen anything and I can't 
seem to find a record of same. Am I imagining things? 

If Osiers hasn't completed its review, could we get them to do so as it ideally should be finalized at next board 
meeting. 

Thanks, 

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

******"************************************************************* 

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

Le contenu du present courriel est privi18gi8, confidentiel et 
soumis a des droits d'auteur. II est interdit de l'utiliser au 
de le divulguer sans autorisation. 

***************"*******-******-********************************* 
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MEETING OF THE BOARD OF DIRECTORS 

MINUTES of a meeting of Uie Board of Directors of the Ontario Power Authority held 
on Thursday, October?, 2010, at 10:18 a.m., by teleconference 

PRESENT 

Coli11 Andersen 
John Beck 
Michael Costello 
Rick Fitzgerald 
Adele Hurley 
Ron Jamieson 
Bruce Lourie 

MEMBERS OF STAFF IN ATTENDANCE 

Amir Shalaby, Vice President, Power System Planning 
Michael Lyle, General Counsel and Vice President, Legal, Aboriginal and Regulatory 

Affairs 
JoAnne Butler, Vice President, Electricity Resources 
Kimberly Marshall, Vice President, Business Strategies and Solutions 
Ben Chin, Vice President, Communications 
Michael Killeavy, Director, Contract Management, Electricity Resources 
John Zych, Corporate Secretary 

1. Constitution of the Meeting 

Mr. John Beck acted as Chair of the meeting and Mr. John Zych acted as Secretary. 

Mr. Zych advised that, with notice having been given and a quorum of members 
being present, the meeting was properly called and duly constituted for the 
transaction of business. He also indicated that the absent members - Charles 
Bayless, Lyn Mcleod and Patrick Monahan- had advised him in writing that they 
waived Jack of sufficient notice of the meeting. 

2. Southwest Greater Toronto Area project 

Mr. Andersen advised the Board members that the government of Ontario had made 
the decision that a gas plant in Oakville was no longer needed and, as a result, the 
plant would not proceed, The announcement was planned to be made by Minister of 
Energy Brad Duguid in Oakville at 1 :00 p.rn. that day. 

C;\Documents and Settingslaleksander.kojic\Local Settings\ Temporary Internet Files\Content.Outlook\AKOEPBT31Minutes of Board 
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Mr. Andersen further advised that the Ontario Power Authority had concluded that the 
latest information gathered on the current status of the electricity system supported 
the decision. When the need for this plant was first identified four years ago, there 
were higher demand projections for electricity in the province. Since then, changes in 
demand and supply, including successful conservation efforts and more than 8,000 
megawatts of new, cleaner power, had made it clear that the plant was no longer 
required. Local reliability remained a need and a transmission solution was required 
to address the need. 

The Board members reviewed the terms of a draft letter to TransCanada Energy Ltd. 
that instructed TransCanada Energy Ltd. to cease all further work in connection with 
the Oakville gas plant and acknowledged that TransCanada Energy Ltd. was entitled 
to reasonable compensation. The letter also indicated the OPA's intention to ent~r 
into good faith negotiations with TransCanada Energy Ltd. to reach an agreement to 
terminate the contract. 

On motion duly made, seconded and unanimously carried, it was RESOLVED THAT 
the Board of Directors approve the sending of a letter to TransCanada Energy Ltd. 
pertaining to the termination of plans to proceed with the Oakville gas plant and 
granting authority to the Chief Executive Officer to sign and send such a letter. 

3. Termination 

There being no further business to be brought before the meeting, the meeting 
terminated at 10:45 a.m. 

Approved by the Board of Directors on 
the 21st day of October, 2010 

John Beck 
Chair of the meeting 

John Zych 
Secretary of the meeting 

C:\Documents and Settingslaleksander.kojic\Local Settings\ Temporary Internet Files\Content.Outlook\AKOEPBT3\Minutes of Board 
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Aleksandar Kojic 

From: 
Sent: 
To: 

Deborah Langelaan 
March 17,201111:08 AM 
'Geoff Murray' 

Cc: 
Subject: 

'John Mikkelsen'; Terry Bennett'; JoAnne Butler; Michael Killeavy 
RE: Meeting for Analysts 

Geoff; 

Anshul is available tomorrow at the following Toronto times: 
8:00 to 11:00 a.m. 
Noon to 1:00 p.m. 
2:00 to 3:00 p.m. 
4:00 to 5:00 p.m. 

Please Jet me know what works best for Jordan. 

Thanks, 
Deb 

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

From: Geoff Murray [mailto:geoff murray@transcanada.com] 
Sent: March 17, 201111:05 AM 
To: Geoff Murray; Deborah Langelaan 
Cc: John Mikkelsen; Terry Bennett; JoAnne Butler; Michael Killeavy 
Subject: RE: Meeting for Analysts 

Deb: 

I just wanted to see if you had received my email of yesterday afternoon (copied below) and if you could give any 
guidance as to Anshul's availability and the OPA's interest in meeting sooner than next week. Jordan remains available. 

On another note, I hadn't heard back from you regarding my previous voicemail and email about your question on our 
email to MPS. I am available to chat about it anytime if it is still of interest to you. 

Geoff 

From: Geoff Murray 
Sent: Wednesday, March 16, 2011 3:46 PM 
To: Deborah Langelaan 
Cc: John Mikkelsen; Terry Bennett; JoAnne Butler; Michael Killeavy 
Subject: RE: Meeting for Analysts 

Deb:· 

From discussion with my colleagues at TransCanada I believe the intent of this "analyst meeting" is to ensure the models 
are calibrated and then to identity any gaps on the inputs that are driving differing NRR conclusions. I also believe that 
this is a pressing issue that JoAnne and Terry want resolved as soon as possible. 
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To that end I suggest Jordan and Anshul get on the phone tomorrow and stress test their models. They start with getting 
all the inputs aligned and determine that the NRR's are substantially similar. Then they move to determining our input 
gaps that are driving the existing NRR differences. 

Let me know if that works ... and what time Anshul would like to meet. 

Geoff 

From: Deborah Langelaan [mailto:Deborah.Langelaan@powerauthority.on.cal 
Sent: Wednesday, March 16, 2011 3:09 PM · 
To: Geoff Murray 
Cc: John Mikkelsen; Terry Bennett; JoAnne Butler; Michael Killeavy 
Subject: Meeting for Analysts 

Geoff; 

Last Friday JoAnne and Terry discussed the idea of setting up a meeting between the OPA's Analyst who has developed 
our model for the replacement facility (Anshul Mathur) and TCE's respective Analyst (Jordan Hoogendoorn). The OPA 
would like to take TCE up on its offer and schedule a meeting for next week. Anshul is available on Tuesday afternoon, 
Wednesday morning or any time Thursday. The expectation is that only Anshul and Jordan will meet and compare each 
other's models and assumptions to determine the gaps. Please let me know a time that works best for Jordan. 

Kind Regards, 
Deb 

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

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: 

Gentlemen; 

Deborah Langelaan 
March 17,201112:01 PM 
'Smith, Elliot'; 'Rocco Sebastiane (rsebastiano@osler.com)'; 'Gene Meehan 
(gene.meehan@nera.com)'; 'Safouh Soufi' 
Michael Killeavy; Anshul Mathur 
TCEJOGS 

We met with JoAnne this morning and she would like the OPA's counteroffer for TCE to be completed by the end of next 
with the intent to provide it to TCE on March 28th. In light of this we would like to schedule a meeting for tomorrow 
morning at 9:30 a.m. to discuss logistics and next steps. Please advise me of your availability and I will issue a meeting 
notice. 

Thanks, 
Deborah 

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@powerauthoritv.on.ca 1 

1 





Aleksandar Kojic 

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

Anshul Mathur 
March 17, 201112:16 PM 
JoAnne Butler 
Michael Killeavy; Deborah Langelaan; Susan Kennedy 
NRRs using TCE Model 
NRR Cales Using TCE Model March 17 2011.pptx 

*** Privileged and Confidential- Prepared in Contemplation of Litigation*** 

Hi JoAnne, 
See attached the NRR values using TCE Model (the presentation I distributed this morning). As requested, I have 
attached a slide for Opex sensitivity (slide 3). ' 

If you have any questions, please let me know. 

Thanks, 
Anshul 
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Privileged and Confidential - Prepared in Contemplation of Litigation 

Main NRR Differentiators (TCE vs. OPA) 

Factor Input Values Range of fl. NRRs for each 'Factor' 
(keeping all other variables same) 

. OGS Value 

Opex Costs 

Capex 

TCE- $375M 
OPA- $200M 

TCE- $29M 
OPA- $12M 

TCE- $540M 
OPA- $470M 

$4400 - $3345 

$3042 - $2684 

$1300-$964 

Schedule TCE- Start 2015 $1943 - $995 
Difference OPA- Start 2014 

Capacity TCE- 450MW $2898-$1736 
Factor OPA- 510MW 

Max possible difference between OPA & TCE NRR: $11606 
TCE Assumptions- 450MW, $375M, $29M, $540M, Start 2015 
OPAAssumptions- 510MW, $200M, $12M, $470M, Start 2014 

-_ ..... !RIO ,(1 
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Privileged and Confidential - Prepared in Contemplation of Litigation 

Sensitivity on Opex 

. NRR with VariableOpex 
(OGS -$375M, Capex - $540M ·.· · 

& TCE's Schedule) . . . 

$25,000 

$24,000 

$23,000 

$22,000 

$21,000 

$20,000 
$29M .· $24M $18M 

,.,---· 
•NRR .. 

. $12M.' • 

NRR with Variable Opex. ·· .. · 
(OGS .,$375M, Capex ~.:$47QM·~ 

& TCE's Schedule) 

$21,000 .,· .,~ ..... . 

$20,000 

$19:ooo ·•t-:"-

$1 

•· ·$'1 ;ooo'·, ·L 
•- -I ___ :·1, 

$16,oo~··•··· 

$24,000 

$23,000 

$22,000 

$21,000 

$20,000 

$19,000' 

$18,000 

•NRR. I I $17,000 

$16,000. 

$15;000 
$29M $24M $18M $12M 



Privileged and Confidential - Prepared in Qontemplation of Litigation 

NRR Values - 450MW & $540M Capex 
F 
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Privileged and Confidential - Prepared in Contemplation of Litigation 

NRR Values - 450MW & $470M Capex 
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Privileged and Confidential - Prepared in Contemplation of Litigation 

NRR Values- 510MW & $540M Capex 

6 -~-;;.;~ 



Privileged and Confidential - Prepared in Contemplation of Litigation 

NRR Values - 51 OMW & $470M Capex 
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Aleksandar Kojic 

From: 
Sent: 
To: 
Cc: 
Subject: 

Meehan, Gene [Gene.Meehan@NERA.com] 
March 17, 2011 12:17 PM 
Deborah Langelaan; Smith, Elliot; rsebastiano@osler.com; Safouh Soufi 
Michael Killeavy; Anshul Mathur 
RE: TCE/OGS 

That will work for NERA. We will have made additional progress on our analysis. 

From: Deborah Langelaan [mailto:Deborah.Langelaan@powerauthoritv.on.ca] 
Sent: Thursday, March 17, 201112:01 PM 
To: Smith, Elliot; rsebastiano@osler.com; Meehan, Gene; Safouh Soufi 
Cc: Michael Killeavy; Anshul Mathur 
Subject: TCE/OGS 

Gentlemen; 

We met with JoAnne this morning and she would like the OPA's counteroffer for TCE to be completed by the end of next 
with the intent to provide it to TCE on March 281

h In light of this we would like to schedule a meeting for tomorrow 
morning at 9:30 a.m. to discuss logistics and next steps. Please advise me of your availability and I will issue a meeting 
notice. 

Thanks, 
Deborah 

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 and any attachments may be confidential or legally privileged. If you received this 
message in error or are not the intended recipient, you should destroy the e-mail message and any 
attachments or copies, and you are prohibited from retaining, distributing, disclosing or using any 
information contained herein. Please inform us of the erroneous delivery by return e-mail. Thank 
you for your cooperation. 
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Aleksandar Kojic 

From: 
Sent: 
To: 

Michael Killeavy 
March 18, 2011 10:08 AM 
Anshul Mathur 

Subject: Re: TCE includes GD&M in $29M/year 

How much? 

Michael Kil\eavy, 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) 
Michae\.kil\eavy@powerauthoritv.on.ca 

From: Anshul Mathur 
Sent: Friday, March 18, 2011 10:06 AM 
To: Michael Killeavy; Deborah Langelaan 
Subject: TCE includes GD&M in $29M/year 
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Aleksandar Kojic 

From: 
Sent: 
To: 

Anshul Mathur 
March 18,2011 10:08 AM 
Michael Killeavy 

Subject: RE: TCE includes GD&M in $29M/year 

$8.8M- in Opex 
$14M-GD&M 

From: Michael Killeavy 
Sent: Friday, March 18, 2011 10:08 AM 
To: Anshul Mathur 
Subject: Re: TCE includes GD&M in $29M/year 

How much? 

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@powerauthoritv.on.ca 

From: Anshul Mathur 
Sent: Friday, March 18, 2011 10:06 AM 
To: Michael Killeavy; Deborah Langelaan 
Subject: TCE includes GD&M in $29M/year 
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Aleksandar Kojic 

From: 
Sent: 
To: 

Michael Killeavy 
March 18,201110:21 AM 
Anshul Mathur 

Subject: Re: TCE includes GD&M in $29M/year 

The sheet we got from TCE says that $29M was "non-fuel" operating costs? WTF? 

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

From: Anshul Mathur 
Sent: Friday, March 18, 2011 10:08 AM 
To: Michael Killeavy 
Subject: RE: TCE includes GD&M in $29M/year 

$8.8M- in Opex 
$14M-GD&M 

From: Michael Killeavy 
Sent: Friday, March 18, 2011 10:08 AM 
To: Anshul Mathur 
Subject: Re: TCE includes GD&M in $29M/year 

How much? 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
120 Adelaide St. West, Suite 1600 
Toronto, Ontario, M5H 1 T1 
416-969-6288 (office) 
416-969-6071 (fax) 
416-520-9788 (cell) 
Michael.killeaw@powerauthority.on.ca 
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From: Anshul Mathur 
Sent: Friday, March 18, 2011 10:06 AM 
To: Michael Killeavy; Deborah Langelaan 
Subject: TCE includes GD&M in $29M/year 
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Aleksandar Kojic 

From: 
Sent: 
To: 
Cc: 

Subject: 
Attachments: 

Michael Killeavy 
March 18,2011 3:10PM 
'Smith, Elliot'; 'Sebastiana, Rocco'; Susan Kennedy 
JoAnne Butler; Deborah Langelaan; 'Gene.Meehan@NERA.com'; Anshul Mathur; 'Safouh 
Soufi' 
TCE Matter- Analysis of TCE Purported Value Propositions ... 
TCE Value Proposition Analysis 18 Mar 2011.doc 

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

Based on a meeting held yesterday, we have revised our position on one of the purported value propositions from TCE. 
The updated analysis table is attached, which reflects the revision. All changes are in MS-WORD track changes for ease 
of reference. 

Michael 

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

MSH 1Tl 
416-969-6288 
416-520-9788 {CELL) 
416-967-1947 {FAX) 

1 



PRIVILEGED AND CONFIDENTIAL- PREPARED IN CONTEMPLATION OF LITIGATION 

ANALYSIS OF TCE PROPOSED SCHEDULE B TO THE IMPLEMENTATION AGREEMENT 

# Purported TCE Value Proposition Analysis Cost '~ Recpm111_enaatton " ~ <· 
~ ~ ~~ ~,, ~, ' " , ::,, 

1 '~ .. the Contract will provide that ifTCE is unable to This provision significantly This is difficult to value. It The OPA rejects the broad extent 

secure a permit or approval for the construction or reduces the development risk is presumably the present TCE Value Proposition. 

operation of the Potential Project or any level of for TCE since if it encounters value of the foregone 

government otherwise prevents the construction or any regulatory approval profits under the SWGTA 

operation of the Potential Project then TCE will be problem, it can exit the Contract, which may range 
The OPA is amenable to providing 

able to terminate the Contract and ... recover from contract and receive from $268M to $503M plus 
TCE with the similar sort of 

the OPA its reasonable costs incurred with respect to reimbursement for its whatever costs TCE incurs 
municipal permitting risk 

the Facility and the Potential Project and TCE's development costs and in developing the peaking 
mitigation as York Energy Centre, 

anticipated financial value of the Original Contract financial value of the plant. This latter 
where a regulation was enacted 

[Defined as a Number for the lA]. In addition to TCE's contract. component depends on 
to exempt the development of 

relief from Force Majeure, TCE would also recover when the permitting road 

from the OPA its reasonable costs as a result of This risk profile is block occurs in the project 
the facility from municipal 

delays arising from Force Majeure relating to inconsistent with the SWGTA development timeline, 
planning approvals under the 

permitting." (emphasis added) Contract and with all other Planning Act. 

OPA gas-fired generation 

contracts, with the exception 

of the Portlands Energy 

Centre. 

Recovery of force majeure-

related costs is inconsistent 

with the common law 

position on force majeure 

and other OPA contracts. 

;R-18 March 2011 Page 1 of 5 



PRIVILEGED AND CONFIDENTIAL- PREPARED IN CONTEMPLATION OF LITIGATION 

ANALYSIS OF TCE PROPOSED SCHEDULE B TO THE IMPLEMENTATION AGREEMENT 

# I Purported TCE Value Proposition 

2 I "The Contract will provide that sunk costs associated 
the development of the Facility totaling (sic) [$37 
million} will be paid immediately to TCE at time of 
executing the Contract. These sunk costs [have/have 
not] been reviewed by the OPA and further due 
diligence and review [will/will not] be required. " 
(emphasis added) 

Analysis I Cost 

The OPA is likely liable for We have been told that 

these sunk costs if the matter these costs would be 

were ever to be litigated. approximately $33M, and 

[NTD: Counsel to comment 
on this I 

The mechanism for direct 

and immediate payment has 

to be considered. Can we do 

this within the scope of the 

draft directive? The draft 

directive is silent on this right 

now. 

would not exceed $35M. 

TCE now indicates that 

these are $37M. We have 

been given substantiating 

information from TCE on 

these sunk costs and we 

are reviewing this 

information now. 

Recpmmendati.on 

The OPA can agree to reimburse 

TCE for its sunk costs, provided 

they can be substantiated. 

The OPA is amenable to fliwiRg 

the eests reimllllrsed lly 

iAeer~eratiAg them iRtethe Net 

ReveA~e Re~~iremeRt ("NRR") 

fer the K 'N ~eaiEiAg ~laAtQ2Ylilg 

for the substantiated OGS sunk 

costs as a lump sum payment and 
not incorporating the amount 

into the NRR. 

3 " ... the Contract will provide o mechanism whereby the 
OPA will directly pay for all costs associated with the 
electrical and natural gas interconnections in a 
manner that will not subject TCE to carrying costs. 

These costs are hard to 

quantify at this point in time. 

If we include them in the 

NRR, TCE will add an addition 

risk premium, which will be 

paid for by the ratepayer. 

TCE has estimated $100M OPA should agree to pay these 

For the gas connection this will include all costs paid to 
the local gas distribution company ("LDC') that is 
associated with the connection to the Potential Project Even if we include the cost in 

from the LDC including a contribution in aid to the NRR, if the estimate is 

construction ("CIAC") and terminating at the overrun we will likely face a 

demarcation between the Potential Project and the claim anyway, so we'd pay 

±a-18 March 2011 

for these costs. [NTD: costs, but the OPA requires that 

check with PSP to see if the TCE bear the tisk of. completion 

K-W peaking plant 
working group has any 

better information ?I 

and so it requires that the costs 

be paid directly on a 

reimbursement basis to TCE. This 

is the mechanism for 

reimbursement on all other OPA 

contracts. 

Page 2 ofS 



PRIVILEGED AND CONFIDENTIAL- PREPARED IN CONTEMPLATION OF LITIGATION 

ANALYSIS OF TCE PROPOSED SCHEDULE B TO THE IMPLEMENTATION AGREEMENT 

# Purported TCE Value Proposition Analysis Cost . .... .Recommendation: •. ,,.·. 
... · · ···· ··. ·:'"f.}' :'>,C ·•·c',;'c' 

LDC on the Potential Project site. For the electrical for the risk premium and the 

connection this will include all costs associated with overrun. 
the design engineering, construction and 
commissioning of the electrical facilities between the The cheapest option for the 

high voltage side of the Potential Project switch yard ratepayer is to pay for these 

and the point of connection to the Hydro One costs directly. 

transmission system including land and easements if 
The 11no carrying cost" 

applicable." (emphasis added) 
language suggests a direct 

payment by the OPA and not 

a pass-through cost. We 

need to confirm this with 

TCE. Can the OPA make such 

a direct cost? 

4 "The Contract will provide that all gas delivery and This transfers all gas risk to We estimate that this is , OPA should reject this 

management services costs will be excluded from the the OPA. OPA is not the best worth about $2,000/MW-
1 

proposition since it is not the 

NRR and that such costs will be paid for by the OPA in placed to manage this risk. month based on NYR , plant operator and therefore not 

a manner consistent with the Portlands ACES and information. the best placed to manage this 

Halton Hills CES Contracts." risk. 

5 " ... The portion ofTCE's costs subject to escalation is It's unclear that SO% of the Our modelling indicates OPA should reject this 

approximately 50% as opposed to the current NRR is related to the OPEX. that this is worth about , proposition since it is (a) 

maximum of 20%. Accordingly the Contract will be another $100 million in ' inconsistent with our other 

modified to reflect this higher proportion subject to This is quite a departure from terms of NPV over a 20- , contracts and (b) doesn't seem to 
all other OPA contracts, reflect the proportion that OPEX 

*18 March 2011 Page 3 ofS 



PRIVILEGED AND CONFIDENTIAL- PREPARED IN CONTEMPLATION OF LITIGATION 

ANALYSIS OF TCE PROPOSED SCHEDULE B TO THE IMPLEMENTATION AGREEMENT 

# Purported TCE Value Proposition Analysis Cost RElc:~fR~~rdatiqrl.. . 

escalation by incorporating a NRRIF of 50% ... " which either do not permit year term. has in the NRR. 

indexing or cap it at 20% of 

the contract price or NRR. 

We see no justification for 

this this. 

6 " ... the Contract will be premised on a 30 year term or Extending the terms is a lNTD: Let's do sQme OPA can agree to a longer than 20 

premised on a 20 year term with a unilateral option means of spreading the costs modellinfl. to determine year term, but we need to make 

for TCE to extend the term of the Contract, on the out over more years to what value the extra 10 certain that the return to TCE is 

same terms, conditions and prices, for an additiona/10 reduce the $/MW-month l!.ears has on a 5/MiN- consistent with what we've 

years."' value of NRR. month basis over the agreed to is_the ,financial valuen 

standard 20-l!.ear term. of the OGS Contract. 
It is also a means for TCE to This is re/ative/1!. easl!. to do 
earn more since there are tor a ranfJ.e oiNRRs from 
more contract years of sal!. $.15,000{./J!J.W-month 
contract revenue. and $.17,000/MW-monthl 

The OPA opening position is that 

we can accept a 25-year term to 

the K-W peaking contract. 

7 " ... the Contract will be modified to reflect average Plan output is inversely [NTD: Can SMS EnerfJ.l!. We might be able to achieve the 

ambient temperatures during each season ... " related to ambient he/e. with this?! result TCE is interested in by 

temperature. The proposed modifying the default provisions 

changes in temperature associated with the capacity 

seem odd, though. This will check tests in the contract. 

result in a much higher 
-- ------ ----
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PRIVILEGED AND CONFIDENTIAL- PREPARED IN CONTEMPLATION OF LITIGATION 

ANALYSIS OFTCE PROPOSED SCHEDULE B TO THE IMPLEMENTATION AGREEMENT 

# Purported TCE Value Proposition Analysis Cost Reco111r:nen~'!~ion ············• ... · . . .· • ··•· .. ·:•.·· . .c-· .. <:: ·' • I 

capacity for the plant. I 

TCE might be concerned 

about meeting capacity i 

check test requirements. 

8 " ... the Contract will be modified to ensure the plant is TCE is attempting to tie Unknown This may well be a matter of 

only deemed on when power prices provide for full physical operation of the walking TCE through Exhibit J for 

recovery of start charges within an hour ... " plant with the financial NYR and demonstrating how the 

contract means ofimputing peaking facility will be imputed to 

start up and earning market earn revenues. 

revenues. 

We believe that Exhibit J in 

the NYR Contract mitigates 

the risk that TCE identifies. 

-------
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Aleksandar Kojic 

From: Michael Killeavy. 
Sent: March 18, 2011 4:04PM 
To: 
Cc: 

'Smith, Elliot'; 'Gene.Meehan@NERA.com' 
Deborah Langelaan; Anshul Mathur 

Subject: FW: Update 

Please see below. Terry Bennett's explanation of TCE's expectations on returns doesn't 
really make much sense to me. Perhaps you can make sense of it, but I can't. 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
128 Adelaide Street West, Suite 16ee 
Toronto, Ontario 
MSH 1Tl 
416-969-6288 
416-52e-9788 (CELL) 
416-967-1947 (FAX) 

-----Original Message----
From: JoAnne Butler 
Sent: March 18, 2e11 3:54 PM 
To: Michael Killeavy; Deborah Langelaan; Anshul Mathur; Kevin Dick; Susan Kennedy 
Subject: FW: Update 

FYI. I will want to know how all of these are addressed in our proposal. 

Michael, I may call you at the end of next week to see how things have gone. 

Good luck! 

JCB 

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

12e Adelaide Street West, Suite 16ee 
Toronto, Ontario MSH 1T1 

416-969-6ees Tel. 
416-969-6871 Fax. 
joanne.butler@powerauthority.on.ca 

-----Original Message-----
From: Terry Bennett [mailto:terry bennett@transcanada.com] 
Sent: Viernes, 18 de Marzo de 2e11 e3:41 p.m. 
To: JoAnne Butler 
Cc: Brandon Anderson 

1 



Subject: Update 

Hi JoAnne, 

I talked to Brandon and Jordan this morning after Jordan's call with Anshul. It sounded 
like the call went well overall, but there were a few points that needed further 
clarification. 

O&M: our O&M estimate (the $29 million in our assumption sheet) included GD&M charges. I 
don't think Anshul's estimate included this cost. Perhaps it would be most expedient to 
exclude those costs for now which is one of the value propositions given in our proposal. 
This is another item that "will be what it will be" and we can figure out how to deal with it 
later (in a Value Proposition or otherwise). 

Timing: Given the assumption that TransCanada is rece1v1ng the sunk costs to date as a lump 
sum, we are looking into the timing assumption in the model to ensure we are handling this 
correctly. We will send a further email to the team once we've clarified this in our 
analysis. 

There seemed to be some confusion between our expected IRR (9%) and our cost of capital 
(5.25%). Perhaps we misunderstood Anshul, but he seemed to say that your calculation of NRR 
was made using our cost of capital. If that is true, your resulting NRR will result in 
payments to TC that just repay our cost of capital, but not any return premium. Perhaps you 
can look into this and let me know if we need to focus on this further. 

Please recall that we explained that TransCanada expects to receive a 9% unlevered after-tax 
IRR on these projects. We then use our cost of capital to calculate an NPV. 

I understand the OPA's counter offer will include a premium over a typical return on the 
Cambridge plant itself. We would consider a 9% IRR as consistent with a typical return. The 
premium from OGS would therefore need to be above that rate. For clarity, we do NOT expect 
to earn a typical return on Cambridge AND our full return from OGS - the two are not 
additive. 

We continue to believe the compromise on NPV tabled by Alex in his discussion with Colin 
represents a fair and equitable compromise that would compensate TransCanada for building 
Cambridge and includes a discount to the full OGS value. 

Finally, I am hoping that the counter offer we will receive on the 28th will be a mix of NRR 
and Value Propositions. To avoid any chance of misunderstanding I am hoping you can also 
tell us what return you are offering - that is, what proportion of the NPV of OGS is assumed 
to be included in your counter. 

I'd be happy to talk this afternoon before you leave or anytime next week to discuss further. 

Thanks, 
Terry 

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

From: Michael Killeavy 
Sent: March 19, 201111:12AM 
To: Susan Kennedy; Anshul Mathur; Smith, Elliot . 
Cc: 
Subject: 

Deborah Langelaan; safouh@smsenergy-engineering.com; gene.meehan@nera.com 
TCE Matter- OPA Counter-Proposal NRR Model .... 

Attachments: OPA Counter-Proposal NRR Model 19 Mar 2011.xls 

*** Privileged and Confidential - Prepared in Contemplation of Litigation *** 

I modified the model a bit by re-arranging items, deleting things we don't need, adding in 
how the CAPEX target costing can be done, and a VBA macro to goalseek NRR automatically 
(makes it easier to use). Anshul, please review this and check it. This can be the basis 
for refining the counter-proposal we intend to make to TCE. 

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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Target Costing Allocation of Actual CAPEX 

Target CAPEX = 

CAP EX Sharing: 

OPA 

TCE 

FINAL CAP EX= 

Adjusted CAP EX= 

Initial NRR 
Final NRR 

$425,000,000 

Overrun Underrun 

SO% 

SO% 

$400,000,000 

$410,000,000 

$16,297 
$16,046 

40% 

60% 
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Aleksandar Kojic 

From: 
sent: 

Michael Killeavy 
March 19, 2011 8:32PM 

To: Susan Kennedy; Smith; Elliot; Anshul Mathur 
Cc: 
Subj~ct: 

Deborah Langelaan; gene.meehan@nera.com; safouh@smsenergy-engineering.com 
TCE Matter- OPA Counter-Proposal NRR Model .... 

Attachments: OPA Counter-Proposal NRR Model19 Mar 2011 v2 Wintel.xls 

*** PRIV~LEGED & CONFIDENTIAL'- PREPARED IN CONTEMPLATION OF LITIGATION*** 

Some of you were having trouble with the VBA macro. I wrote it on a MacBook Pro using MS 
Office for Mac 2011. I am attaching a version of the spreadsheet that has been tested on a 
Wintel notebook running MS-Windows 7 and MS-Office 2010. You may need to turn off the 
security feature that disables macros on your security options. If it still doesn't work 
you'll just need to manually use the GoalSeek function from the command toolbar to solve for 
the NPV by changing NRR, i.e., pick the NPV cell, enter the target NPV , and the NRR cell to 
change. I apologize for any confusion all this may have caused. 

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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Baseline NRR calculation 

Adjusted CAP EX Spend; :ii:':.~~~62;5Q0;6.o9:·~vearly% Spend 

capital COst Allowance; 

Cap Ex to aas51 
CapExtaCiau17 
Cap Ex to Class 48 

2009 $18 3% 
2010 $26 5% 
2011 $90 17% 
2012 

'"' 2014 

{IFy) 
{NRRIF) 

$109 

'"' "' $S39 

"" "" "" 100% 

"" 42% 

"" 
CCARate .. 

'" lS% 

'" "" "" 

100% 

Inflation Factor 
NRRJndex Fador 
5t<rtutoryTax Rate 
. Plant Capacity {MCC! :.~-," ~:·:;.:?'~[MW 

Equat~ANR to INR=> CSP Is only revenue 
Total Plan Revenues" CSP: NRRy"AACC 
Total Plant Revenue = [{PNNRb)*{NRRIF){Jfy}]*MCC+J(PNNRb)*{1·NRRIF)i*AACC 
PNNRb =Project NRR 

Msume $29 million/year in nor 
GD&M . 

Calculat"e EBITDA 

$8,800,000 (2009$) 
·s14,goo,oco [2011$} . 

EB!TDA"' Plant; Revenues· Operating Costs ($29 miUion/year) 
Calculate CCA by allocating CAPEX to appropriate pool$ 
Determine tax payable "' {EBITDA • CCA)*{statutory tax rate) 
Total cash flows " EBITOA ·Taxes • CapEx 

First cash flow is august 1. 2009 
All others are July 1. 20XX 
UseXNPV 

TCE Cost of Capital 

% CAPEX Allocation to year 
YearlyCAPEX$pend 
Book Value of Capital 
Non-Indexed NRR 
Indexed NRR 
TotaiNRR 
REVENUES"" CSP 

OPEX 
GD&M 
EBITDA. 

Depreciation (Capital Cost: Allowance) 

Taxes r;>ayable 

Total Cash Flow 

FlnaiNRR 
Target OGS NPV 
XNPVfor K·W Peaking Plant · 

XNPV!n 2012 plus spend 

XIRR 

,,. 
01·Aug.09 01-Jul-10 ,. ,. 

$15,162,247 $22,040,145 
$15,162,247 $37,202,392 

($15,162,247) {$22,040,145) 

su;soo 
$50,000,000 

s.:;D,Ooo,.C!OO: 

$66,944,737 

6.51% 

01·Ju!-11 
17% 

$77,380,632 
$114,583,024 

{$77,38[1,632) 

(C' 

1 , 'j 

' s 

01-Jul-12 01·Jul-13 01-Jul-14 01·Jul·15 01·Jul·16 01-Jul-17 01-Ju!-18 01-Jul-19 

"" 42% H% 
$93,100,315 $193,069,952 $61,746,709 

$207,683,340 $400,7S.Op91 $462,500,000 $442,358,125 $403,828,732 $368,655,250 $336,545,377 $307,232,275 
$10,880 $10,880 $10,880 $10,880 $10,880 

$2,720 $2,774 $2,830 $,2,887. $2,944 
$13,600 $13,655 $13,710 $13,757 $13,824 

$81,600,986 $81,927,390 $82,260,322 $82,599,913 $82,946,295 

$9,910,229 $10,108,434 $10,310,603 $10,515,815 $10,727,151 
$15,154,050 $15,457,131 $15,766,274 $16,081,599 $16,403,231 
$56,536,706 $56,361,825 $56,183,445 $55,001,499 $55,815,913 

$20,141,875 $38,529,393 $35,173,483 $32,109,872 $29,313,102 

$9,098,708 $4,458,108 $5,252,491 $5,972,907 $6,625,703 

($93,100,315) {$193,069,952) {$61,746,709) $47,437,999 $51,903,717 $50,930,955 $50,028,592 $49,190,210 

-, 

' 7 ' ' " " " " " " " 17 " 19 " 
Ol·Jul-20 01-Jul-21 01-Jul-22 01·Ju1-23 01·Jul·24 01-Jul-25 01-Jul-26 01-Jul-27 01-Jul-28 01-Jul-29 01-Jul-30 01·Jul·31 01-Jul-32 01-Jul-33 01-Jul-34 

$280,472,344 $256,043,203 $233,741.840 $213,382,926 $194,797,273 $177,830,430 $162,341,400 $148,201,464 $135,293,116 $123,509,086 $112,751,445 $102,930,794 $93,965,522 $85,781,125 $78,309,589 
$10,880 $10,880 $10,880 $10,880 . $10,880 $10,880 $10,880 $10,880 $10,880 $10,880 $10,880 $10,880 $10,880 $10,880 $10,880 
$3,003 $3,063 $3,124 $3,:1,87 $3,251 $3,316 $3,382 $3,450 $3,519 $3,589 $3,661 $3,734 $3,809 $3,885 $3,963 

$13,883 $13,943 $14,005 $14,067 $14,131 $14,196 $14,262 $14,330 $14,399 $14,459 $14,541 $14,614 $14,689 $14,765 $14,843 
$83,299,605 $83,659,981 $84,027,565 $84,402,501 $84,784,935 $85,175,018 $85,572,903 $85,978,745 $86,392,704 $86,814,942 $87,245,625 $87,&84,922 . $88,133,005 $88,590,049 $89,056,234 . 

$10,941,694 $11,160,528 $11,383,738 $11,611,413 $11,843,641 $12,080,514 $12,322,124 $12,568,567 $12,819,938 $13,076,337 $13,337,864 $13,604,621 $13,876,714 $14,154,248 $14,437,333" 
$16,731,296 $17,065,922 $17,407,240 $17,755,385 $18,110,493 $18,472,703 $18,842,157 $19,219,000 $19,603,380 $19,995,447 $20,395,356 $20,803,254 $21,219,329 $21.643,715 $~076,590 

$55,626,615 $55,433,532 $55,236,587 $55,035,703 $54,830,801 $54,621,801 $54,408,621 $54,191,178 $53,969,386 $53,743,158 $53,512,405 $53,277,[)37 $53,036,962 $52,792,086 $52,542,312 

$26,759,931 $24,429,141 $]2,301,363 $20,358,914 $18,585,653 $16,966,842 $15,489,030 $14,139,936 $12,908,348 $11,784,030 $10,757,641 $9,820,651 $8,965,272 $6,184,397 $7,471,536 

$7,216,671 $7,751,098 $8,233,806 $8,669,197 $9,061,287 $9,413,740 $9,729,898 $10,012,811 $10,265,260 $10,489,782 $10,688,691 $10,864,097 $11,017,923 $11,151,922 $11,267,694 

$48,409,944 $47,682,434 $47,002,781 $46,366,505 $45,7G9,514 $45,208,06;.. $44,678,724 $44,178,367 $43,704,126 $43,253,376 $42,823,714 $42,412,941 $42,019,04(1 $41,640,164 $41,274,618 



Target Costing Allocation of Actual CAPEX 

~arget CAPE>:'= 

CAPEX Sharing: 

FINAL CAPEX = 
Overrun (Underrun) = 
OPAShare 
TCE Share 
Adjusted CAPEX = 

Initial NRR 
Final NRR 

Target CAPEX 

FINALCAPEX 

$300,000,000 
$325,000,000 
$350,000,000 
$375,000,000 
$400,000,000 
$425,000,000 
$450,000,000 
$475,000,000 
$500,000,000 

OPA 

TCE 

$300 
$325 
$350 
$375 
$400 
$425 
$450 
$475 
$500 

$425,000,000 

Overrun Underrun 

SO% 

SO% 

;;:~'I5'Qp~w1l:illlg:~ 
$75,000,000 
$37,500,000 
$37,500,000 

35% 

65% 

$462,500,000 Target CAPEX + OPA Share 

$12,974 
$13;600 

$425,000,000 

FINAL NRR 

$12,243 
$12,389 
$12,535 
$12,681 
$12,828 
$12,974 
$13,183 
$13,391 
$13,600 

NRR= $12,974 

$12,000 +----------------------

$11,500 +--~-~--~-~-~-~--~-~-~ 
$300 $325 $350 $375 $400 $425 $450 $475 $500 
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Aleksandar Kojic 

From: 
Sent: 
To: 

Michael Killeavy 
March 21,2011 3:47PM 
'Smith, Elliot'; Susan Kennedy 

Cc: 
Subject: 

Deborah Langelaan; Anshul Mathur; 'Safouh Soufi'; 'Gene.Meehan@NERA.com' 
TCE Matter- OPA Counter-Proposal- NRR Confirmation ..... 

Attachments: OPA Counter-Proposal NRR Model21 Mar 2011 COUNTER-PROPOSAL.xls 

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

Elliot, 

Could you please ask NERA to confirm the NRR we intend to go back to TCE with? The parameters are as follows: 

1. 20-year contract term; 
2. NNRIF=20% 
3. Annual inflation over the term of 2%; 
4. Tax rate of 25%; 
5. Contract Capacity of sao MW; 
6 .. Cost of Capital of 5.25%; 
7. Annual GD&M of $14 million in $2011; 
8. Fixed O&M of 8.8 million in $2009; 
9. CAP EX of $425 million, with the spend profile in the attached spreadsheet along with the depreciation (Capital 

Cost Allowance) schedule in the attached spreadsheet; 
10. Annual revenues are pegged at the NRR as a CSP; 
11. Financial value of the OGS Contract of $50 million. 

The attached model was used with these parameters to generate an NRR of$12,974/MW-month. 

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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Aleksandar Kojic 

From: 
Sent: 
To: 
Subject: 

Anshul Mathur 
March21, 2011 3:13PM 
Michael Killeavy; Susan Kennedy 
RE: TCE Matter- OPA Counter-Proposal- Financial Parameters .... 

Hi Michael- the model looks good now with the inflation adjustment ofOpex and GD&M. 

Thanks, 
Anshul 

From: Michael Kilfeavy 
Sent: Monday, March 21, 2011 3·:o7 PM 
To: Anshul Mathur; Susan Kennedy 
Subject: RE: TCE Matter - OPA Counter-Proposal - Financial Parameters .... 

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

Good catch. When I made the last adjustment I inadvertently forgot to index these costs. They are now fully indexed. 
Please see the attached. The NRR is now $12,974/MW-month. 

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: Anshul Mathur 
Sent: March 21, 2011 2:S2 PM 
To: Michael Kilfeavy; Susan Kennedy 
Subject: RE: TCE Matter- OPA Counter-Proposal - Financial Parameters .... 

Hi Michael- shouldn't the Opex and GD&M being inflation adjusted for the 20year time frame, too? We are adjusting 

the NRRIF by 2% ... 

Let me know. 

Thanks, 
Anshul 

From: Michael Killeavy 
Sent: Monday, March 21, 2011 2:31 PM 
To: Susan Kennedy; Anshul Mathur 
Subject: TCE Matter - OPA Counter-Proposal - Financial Parameters .... 

1 



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

Attached is the model with the counter-proposal financial parameters inserted into the model. I am coming up with an 

N RR=$12,267 /MW-month. 

Anshul, please check the model run for me. 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 
416-5.20-9788 (CELL) 
416-967-1947 (FAX) 
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Baseline NRR Calculation 

Adjusted CAPEX Spend: f-o ~~+i::.J.{~~~]_{J~!f Yearly% Spend 
zoos $18 3% 

. 2010 $26 S% 
2011 $90 17% 
2012 $109 20% 
2013 $225 42% 
2014 $72 13% 100% 

$S39 
Capital CQstAIIow.ance: 

Cap Ex to dass 1 
CapExtodass17 
CapExto doss 4!1 

(IFyj 
(NRRIF) 

"" "" "" 100% 

CCARate 

'" '" 
"" ,. 
20%· 

"" 

Inflation Factor 
NRR Index Factor 
Statutory Tax Rate 
Plant Capacity {AAi:c} "._,,.. ;'---','·~ .::~:~~~MW 

Equate ANR to INR=> CSP Is only revenue 
Total Plan Revenues" CSP" NRRy*AACC 
Total Plant Revenue " [{PNNRb)*(NRRIF}{Ify)]*AACC-I-[{PNNRb)*{1-NRRIF)]*AACC 
PNNRb" Project NRR 

Asrume $29 million/year in no1 
GD&M 
CalctJ!ate ESTTOA 

$8,800,000 {2009 $) 
$14,000,000 {2011$) 

E8ITDA" Plant Revenues- Operating Costs ($29 mlllie;n/year) 
Calo;ulate CCA by allocating CAPEX to appropriate pools 
Determine tax payable" {EBITOA • CCA}*{statutory ta:o: rate) 
Total cash flows- " EBTTDA- Taxes -Cap Ex 

First cash flowls august 1, 2009 
All others are July 1, 20XX 
UseXNPV 

TCE Cost of Capital 5.25% 

01·Aug..(l9 01-Jul-10 

"" "" 
01-Jul-11 

17% % CAPEX Aile-cation to year 
Yearly CAPric spend $15,162,247 $22,040,145 $77,380,632 
Book Value of Capital 
Non-Indexed NRR 
Indexed NRR 
Total NRR 
REVENUES" CSP 

oe"' 
GD&M 
EBTTOA 

Depreciation {Capital Cost Allowanee) 

Tax_es Payable 

Total Cash Flew 

Final NRR 
TargetOGSNPV 
XNPV for K·W Peaking Plant 

XNPV In 2012 pl11s spend 

XIRR 

$15,162,247 $37,202,392 $114,583,024 

($15,162,247) {$22,040,145) ($77.380,632} 

·:·su;~oo; 
$50,000,000 
$50,!X>D;~ 

$66,944,737 

6.51% 

,. 
' 4 ' 

01-Jul-12 01·Jul·13 01-Jul-14 01-Jul-15 01-Jul-16 01-Jul-17 01·Jul·18 01-Jul-19 

'" "" "" $93,100,315 $193,069,952 $61,746,709 
$207,683,340 $400,753,291 $462,500,000 $442.358,125 $403,828,732 $368,655,250 $336,545,377 $307,232,2.75 

$10,880 $10,8!10 $10,880 $10,880 $10,880 

""' $2,774 $2,830 $2,887 $2,944 
$13,600 $13,655 $13,710 $13,767 . $13,824 

$81.600,986 $81,927,390 $82,260,322 $82,599,913 • $82,946,295 

$9,910,229 $10,108,434 $10.310,603 $10,516,815 $10,727,151 
$15,154,050 $15,457,131 $15,766,274 $16,081,599 $16,403,231 
~56,536,706 $56.361.825 $56,183,445 $56,001,499 $55,815,913 

' $20,141,875 $38,529,393 $35,173,483 $32,109,872 $29,313,102 

$9,098,708 $4,458,108 $5,252,491 $5,972,907 $6,625,703 

($93,100.315) [$193,069,952) ($61,746,709} $47,437,999 $51,903,717 $50,930,955 $50,028,592 $49,190,210 

' ' ' ' 10 11 11 " 14 " 16 " " " 10 

01-Jul-20 01·Jul·21 01-Jul-22 01-Jul-23 01-Jul-24 01-Jul-25 01·Jul·26 01-Jul-27 D1·Jul-28 01-Jul-29 01-Ju!-30 01·Jul·31 01-Jul-32 01·Jul·33 01-Jul-34 

$280,472,344 $256,043,203 $233,741,840 $213,382,926 $194,797,273 $177,830,430 $162.341,400 $148,201.464 $135,293,116 $123,509,086 $112,751,445 $102,930,194 $93,965,522 $85,781.125 $78.309,589 

$10,880 $10,880 $10,880 $10,880 $10,880 $10,880 $10,880 $10,880 $10,880 $10,880 $10,880 $10,880 $10,880 $10,880 $10,880 
$3,003 $3,063 $3,124 $3,187 $3,251 $3.316 $3,382 $3,450 $3,519 $3,589 $3,661 $3,734 $3,809 ~3,885 $3,9153 

$13,883 $13,943 $14,005 $14,067 $14,131 $14,196 $14,262 $14,330 $14,399 $14,469 $14,541 $14,614 $14,689 $14,765 $14,843 

$83,299,605 $83,659,981 $84,027,565 $84,402,501 $84,784,935 $85,175,018 i$85,572,903 $85,978,745 $86.392,704 $86,814,942 $87,245,625 ~87,684,922 $88,133,005 $88,590,049 $89,056,234 . 
$10,941.694 $11,160,528 $11.383,738 $11,611,413 $11,843,641 $12,080,514 $12,322,124 $12,568,567 $12,819,938 $13,076,337 $13.337,864 $13,604,621 $13,876,714 $14,154,248 $14,437,333 

$16,731,296 $17,065,922 $17,407,240 $17,755.385 $18,110,493 - $18,472,703 $18,842,157 $19,219,000 $19,603,380 $19,995,447 $20.395,356 $20,803,264 $21,219.329 $21,643,715 $22,076,590 
$55,626,615 $55,433,532 $55,236,587 $55,035,703 $54,830,801 $54,621,801 $54,408,621 $54,19_1.178 $53,969,386 $53,743,158 $53,512,405 $53,217,037 $53,036,962 $52,792,086 $52,542,312 

$26,759,931 $24,429,141 $22,301,363 $20,358,914 $18,585,653 $16,966,842 $15,489,030 $14,139,936 $12,908.348 $11,784,030 $10,757,641 $9,820,651 $8,965,272 $8,184,397 $7,471,536 

$7,216,671 $7,751,098 $8,233,806 $8,669,197 $9,061,287 $9,413,740 $9,729,898 $10,01.2,811 $10,265,260 $10,489,782 '$10,688,691 $10,864,097 $11,017,923 $11,151,922 $11,267,694 

$48,409,944 $47,682,434 $47,002,781 $46,366,506 $45,769,514 $45,208,061 $44,678,724 $44,178,367 $43,704,126 $43,253.376 $42,823,714 $42,412,941 $42,019,040 $41..640,164 $41,274,618 



Target Costing Allocation of Actual CAPEX 

Target CAPEX = 

CAPEX Sharing: 

FINAl CAPEX = 
Overrun (Underrun) = 
OPAShare 
TCEShare 
Adjusted CAPEX = 

Initial NRR 
Final NRR 

Target CAPEX 

FINAL CAP EX 

$300,000,000 
$325,000,000 
$350,000,000 
$375,000,000 
$400,000,000 
$425,000,000 
$450,000,000 
$475,000,000 
$500,000,000 

OPA 

TCE 

$300 
$325 
$350 
$375 
$400 
$425 
$450 
$475 
$500 

$425,000,000 

Overrun Underrun 

SO% 

50% 

-:~~~E~~gp;gg~;go.o~~ 
$75,000,000 
$37,500,000 
$37,500,000 

35% 

65% 

$462,500,000 Target CAPEX + OPA Share 

$12,974 
$13,600 

$425,000,000 

FINAL NRR 

$12,243 
$12,389 
$12,535 
$12,681 
$12,828 
$12,974 
$13,183 
$13,391 
$13,600 

NRR = $12,974 

$12,000 -1----------------------

$11,500 -!--~-~--~-~-~-~--~-~-~ 
$300 $325 $350 $375 $400 $425 $450 $475 $500 



Baseline NRR Calt~tlation 

Adjusted CAPEX Spend: :;,t~_;;:,}j§Z.JQ.O:i_iiiii: Yearly% Spend 
2009 $18 3~ 

2010 S26 s~ 

2011 $90 17~ 

2012 $;109 20~ 

2013 $225 . 42% 

2014 $72 13~ 100~ 

capital Cost Allowance: 

capExto0as~1 

capExioclass.l7 
Cap Ex to Class 48 

(IFy) 
[NRRlF) 

'"' 

"" "" 29~ 

.100% 

CCA.Rate 

'" ,. 
"" 
'" "" "" 

Inflation Factor -
NRR Index Factor 
Stat~ttoryTax Rate 
PlantCopadty (AACC) ::..<:'~ -::-.:;_::·/:·.~1l]':Mw 

Equate ANR to JNR => CSP is only revenue 
Total Plan Revenues,.CSP" NRRy*AACC 
Total Plant Revenue= [(PNNRb)*(NRRIF)(Ify)]"'AACC+[(PNNRb)*(l·NRRIF)J"'AACC 
PNNRb .. Project NR~ 

Assume $29 mi!lio11{year in 1101 
GO&M 
calculate EBITOA 

$8,80C,OOO (2009$) 
$14,000,000 {2011$) 

EBITOA =Plant Revenues ·Operating Costs ($29 million/year} 
Oilculate CCA by allocating CAPEXto appropriate pools 
O~ennine tax payable = (EBITOA • CCA)*(statutory tax rate) 
Total cash floW$ .. EBITOA-Taxes· Olp& 

First cash flow Is august 1. 2009 
All others are July 1. 20)0( 
UseXNPV 

TCECostofCapita[ 

% CAP EX Allocation to year 
Yearly CAPEX Spend 
Book Value of capital 
Non-Indexed NRR 
lndl!lCed NRR 
Total NRR 
REVENUES=CSP 

OPEX 
GO&M 
EBITOA 

Depredation (Capital CostAllowanre) 

Taxe Payable 

Total Cash Flow 

Flni!INRR 
TargetOGS NPV 
XNPVfor r.-w Peaking Plant 

XNPV In 2012 plus spend 

XIRR 

5.25% 

01-Aug-09 Ol·Jul-10 

'" 5% 
$15,162,247 $22,040,145 
$15,162,247 $37,202,392 

($15,162,247) ($22,040,145) 

_s~.-~oo 
$50,000,000 
S5_o,rioo,OOO .-

$66,944,737 

6.51% 

01-Jul-11 

"" sn,380,632 
$114,583,024 

($77,380,532) 

' 
, 

' ' 
01-Jul-12 01-Jul-13 01-Jul-14 01-Jul-15 01-Jul-16 01-Jul-17 01-Jul-18 

"" "" "" $93,100,315 $193,069,952 $61,746,709 
$207,683,340 $400,753,291 $462,SOO,OOO $442,358,125 $403,828,732 $368,6SS,250 $336,545,3n 

$10,880 $10,880 $10,880 $10,880 
$2,720 $Z.n4 $2,830 $2,887 

$13,600 $13,655 $13,710 $13,767 
$81,600,986 $81.927,390 $82,260,322 $82,599,913 

$9,910,229 $10,108,434 $10,310,603 $10,516,815 
$15,154,050 $15,457,131 $15,766,274 $16,081,599 
$56,536,706 $56,361.825 $56,183,445 $56,001,499 

$20,141,875 $38,529,393 $35,173,483 $32,109,872 

$9,098,708 $4,458,108 $5,252,491 $5,972,907 

($93,100,31$) ($193;069,952) ($61,746,709) $47,437,999 $51,903,717 $50,930,95? $50,028,592 

s 6 ' ' ' " " " l.3 .,. " " " " " " 
01-Jul-19 01-Jul-20 01-Jul-21 01-Jul:22 01-Jul-23 01-Jul-24 01-Jul-25 01-Jul-26 01-Jul-27 01-Jul-28 01-Jul-29 01-Ju(-30 01-Jul-31 01-Jul-32 01-Jul-33 01-Jul-34 

$307,232,275 $280,472,344 $256,043,203 $233,741,840 $213,382,926 $194,797,273 S1n,B30,43o $162,341,400 $148,201.464 $135,293,116 $123,509,086· $112,751,445 $102,930,794 $93,965,522 $85,781,125 $78,309,589 

$10,880 $10,880 $10,880 $10,880 $10,880 $10,880 $10,880 $10,880 $10,880 $10,880 $10,880 $10,880 $10,880 $10,880 • $10,880 $10,880 

""'" $3,003 $3,053 $3,124 $3,187 $3,251 $3,315 $3,382 $3,450 $3,519 $3,589 $3,661 $3,734 $3,809 $3,885 $3,963 

$13,824 $13,883 $13,943 $14,005 $14,057 $14,131 $14,196 $14,262 $14,330 $14,399 $14,469 $14,541 $14,614 $14,689 $14,765 $14,843 

$82,946,295 $83.~99,605·. $83,659,981 $84,027,565 $84,402,$01 $84,784,935 $85,175,018 $85,572,903 $85,978,745 $86,392,704 $86,814,942 $87,245,625· $87,684,922 $88,133,005 $88,590,049 $89,056,234 

$10,727,151 $10,941,694 $11,160,528 $11,383,738 $11,611,413 $11,843,641 $12,080,514 $12,322.124 $12,568,567 $12,819,938 $13,076,337 $13,337,864 $13,604,621 $13,876,714 $14,154,2~8 $14,437,333 

$16,403,231 $16,731,296 $17,055,922 $17,407,240 $17,755,385 $18,110,493 $18,472,703 $18,842,157 $19,219,000 $19,603,380 $19,995,447 $20.~95,356 • $20,803,264 $2].219,329 $21,643,715 $22,076,590 

$55,815,913 $55,626,615 $55,433,532 $55,236,587 $55,035,703 $54,830,801 $54,621.801 $54,408,621 $54,191,178 $53,969,386 $53,743,158 $53,512,405 $53,277,037 $53,036,952 $52,792,086 $52,542,312 

$29,313,102 $26,759,931 $24,429,141 $22,301,363 $20,358,914 $18,585,653 $16,956,842 $15,489,030 $14,139,936 $12,908,348 $11,784,030 $10,757,641 $9,820,651 ' $8,965,272 $8,184,397 $7,471,536 

$5,625,703 $7,216,671 $7,751,098 $8,233,806 $8,659,197 $9,061,287 $9,413,740 $9,729,898 $"10,012,811 $10,265,260 $10,489,782 $10,688,691 $10,864,097 $11,017,923 $11,151,922 $11,267,694 

$49,190,210 $48,409,944 $47,682,434 $47,002,781 $46,366,506 $45,769,514 $45,208,061 $44,678,724 $44,178,367 $43,704,126 $43,253,376 $42,823,714 $42,412,.941 $42,019,040 $41,640,164 $41,274,618 

< 



Aleksandar Kojic 

From: 
Sent: 
To: 

Michael Killeavy 
March 21, 2011 3:07 PM 
Anshul Mathur; Susan Kennedy 

Subject: RE: TCE Matter- OPA Counter-Proposal- Financial Parameters .... 
Attachments: OPA Counter-Proposal NRR Model 21 Mar 2011 COUNTERcPROPOSAL.xls 

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

Good catch. When I made the last adjustment I inadvertently forgot to index these costs. They are now fully indexed. 
Please see the attached. The NRR is now $12,974/MW-month. 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
120 Adelaide Street West, Suite 1600 
Toronto, Ontario 
M5H 1Tl 
416-969-6288 
416-520-9788 (CELL) 
416-967-1947 (FAX) 

From: Anshul Mathur 
Sent: March 21, 2011 2:52 PM 
To: Michael Killeavy; Susan Kennedy 
Subject: RE: TCE Matter- OPA Counter-Proposal - Financial Parameters .... 

Hi Michael- shouldn't the Opex and GD&M being inflation adjusted for the 20year time frame, too? We are adjusting 

the NRRIF by 2% ... 

Let me know. 

Thanks, 
Anshul 

From: Michael Killeavy 
Sent: Monday, March 21, 2011 2:31 PM 
To: Susan Kennedy; Anshul Mathur 
Subject: TCE Matter- OPA Counter-Proposal- Financial Parameters .... 

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

Attached is the model with the counter-proposal financial parameters inserted into the model. I am coming up with an 

NRR=$12,267 /MW-month. 

Anshul, please check the model run for me. Thanks, Michael 

1 



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) 

2 



Aleksandar Kojic 

From: 
sent: 

Anshul Mathur 

To:~ 
Subject: 

March 21, 2011 2:52 PM 
Michael Killeavy; Susan Kennedy 
RE: TCE Matter- OPA Counter-Proposal- Financial Parameters .... 

Hi Michael- shouldn't the Opex and GD&M being inflation adjusted for the 20year time. frame, too? We are adjusting 
the NRRIF by 2% ... 

Let me know. 

Thanks, 
Anshul 

From: Michael Killeavy 
Sent: Monday, March 21, 2011 2:31 PM 
To: Susan Kennedy; Anshul Mathur 
Subject: TCE Matter- OPA Counter-Proposal - Financial Parameters .... 

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

Attached is the model with the counter-proposal financial parameters inserted into the model. I am coming up with an 
NRR=$12,267 /MW-month. 

Anshul, please check the model run for me. 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} 

1 



Baseline NRR Calculation 

Adjusted CAPEX Spend: ~f:Ys~O;O~ Yearly% Spend 

2009 $18 3% 
2010 $25 S% 
201-1 $90. 17% 
2012 ' $109 20% 
2013 $225 42% 
2014 $72 13% 100% 

$539 
Capital ca~ArJowanc~; 

Gap Ex to Clas,s 1 
• t;:apExto Class 17 
CapExto das,s 48 

(IFy) 
(NRRIF} 

''" "" "" "'" 

CCARate .. .. 
"" 
"' "" "" 

Inflation Factor 
NRR Index Factor 
5tatutoryTax Rate 
Plantcapatity (AACC) ,L;. ~~'?.Mw 

Equate ANR to INR=> CSP Is only revenue 
Total Plan Revenues =CSP'= NRRy•McC 
Total Plant Revenue = i(PNNRb)•(NRRJF)(IfyWAACC+{(PNNRb) 0 {1-NRRIF}] 0 MCC. 
PNNRb =Project NRR 

Assume $29 mll!ion/ye;~r In nol 
GD&M 
Cah:u!ate EBITOA 

$8,800,000 {2009 $) 
$14,000,00() (2()11 $) 

f8ITDA = Plant Revenues - Operatiilg casts ($2!1 millioll/vear) 
calculate CCA byanocating CI\PEXto appropriate pools · 
Determine tax piryable = {EBITOA • CCA)•(statutory t;u: rat~) 
Total cash flOW$,. fBJTOA ·Taxes ·Cap Ex 

First cash flow Is august 1, 20()9 
All others are July 1. 20XX 
UseXNPV 

TCf Cost of Capital 5.25% 

01·Aug·09 01-JuJ.lo 
% CAPEX Allocation to year 
v~arlyCA.PEX5pend 

Book. Value ofCaP.Ital 
Non-Indexed NRR 
Indexed NRR 
TotaiNRR 
REVENUES= CSP 

OeEX 
GO&M 
EBITOA 

'" $15,152,247 
$15,162,247 

Depreciation (cipltal castAitowanee) 

Taxes Payable 

'" $22,040,145 
$37,202,392 

01·Jul·11 

"" $77,38(),532 

$114,583,024 

Total C3sh Flow ($15,152,247) {$22,040,145) {$77,380,532) 

FinaiNRR 
Target OG5 NPV 
XNPV for ic-w Peaking Plant 

XNPVin 2012 plus spend 

XIRR 

'$12,894 

$50,oo~:ooo 
$50,00o,o0o 

$66,944,737 

'·"" 

4 ' 
01-Jui-U 01-Jul-13 01-Jul-14 01-Jul-15 01-Jul-16 01-Jul-17 01-Jul-18 01·Jul·l9 

"" "" "" $93,100,315 $193,069,952 $51,746,709 
$2()7,583,34() $400,753;291 $452,500,000 $442,358,125 $403,828,732 $~68,655,250 $336,545_377 $307,232,275 

$10,315 $1(),315 $10,315 $10,315 $10,315 
$2,579 $2,530 $2,683 $2,737 $2,791 

$12,894 $12,945 $12,998 $13,052 $13,105 
$77,353,510 $77,672,964 $77,988,607 $78,310;563 $78,638,'958 

$9,910,229 $9,910,229 $9,910,229 $9,910,229 $9,910,229 
$15,154,050 $15,154,050 $15,154,050 $15,154,050 $15,154,050 
$52,299,231 $52.608,685 $52,924,328 $53,246,284 $53,574,679 

$20,141,875 $38,529,393 $35,1?3,483· $32,109,872 $29,313,102 

$8,039_339 $3,519,823 $4,437,711 $5,284,103 $6,065,394 

{$93,100_315) {$193,069,952) {$61,746,709) $44,259,892 $49,088,862 $48,486,617 $47,962,181 $47,509,285 

6 7 ' 9 " " 12 " 14 " " 17 " 19 20 

01-Jul-20 01-Jul-21 01-Jul-22 01-Jul-23 Ol·Jul-24 01-Jul-25 01-Jul-26 01-Jul-27 01·Jul-28 01-Jul-29 01·Jul·30 01-Jul-31 01-Jul-32 01-Jul-33 01-Jul-34 

$280,472,344 $256,043,203 $233,741,840 $213,382,926 $194,797,273 $177,830,430 $162,341,400 $148,201,464 $135,293,116 $123,509,086 $112,751,445 $102,930,794 $93,965,522 $85,781,125 $78_309,589 
$10_315 $10,315 $10,315 $10,315 $10_315 $10_315 $10,315 $10,315 $10,315 $10,315 $10_315 $10,315 $10_315 $10,315 $10_315 

$2,847 $2,904 $2;952 $3,021 $3,082 $3,144 $3,206 $3,271 $3,336 $3,403 $3,471 $3,540 $3,611 $3,683 $3,757 
$13,162 $13,219 $13,277 $13_337 $13_397 $13,459 $13,522 $13,586 $13,551 $13,718 $13,786 $13,855 $13,926 $13,998 $14,072 

$78,973,921 $79,315,584 $79,664,079 $80,019,545 $80,382,119 $80,751,946 $81,12!1,168 $81,513,936 $81,906,398 $82,306,710 $82.715,028 $83,131,512 $83,556,326 $83,989,537 $84,431,613 

$9,911l,229 $9,910,229 $9,910,229 $9,910,229 $9,910,229 $9,910,229 $9,910,229 $9,910,229 $9,910,229 $9,91(),229 $9,910,229 $9,910,229 $9,910,229 $9,910,229 $9,910,229 
$15,154,050 $15,154,050 $15,154,050 $15,154,050 $15,154,050 $15,154,050 $15,154,050 $15,154,050 $15,154,050 $15,154,050 $15,154,050 $15,154,050 $15,154,050 $15,154,050 $15,154,050 
$53,909,642 $54,251,304 $54,599,800 $54,955,265 $55,317,840 $55,687,666 $56,064,889 $56,449,656 $56,842,119 $57,242,430 $57,650,748 $58,067,233 $58,492,047 $58,925,357 $59,367,334 

$26,759,931 $24,429,141 $22,301,363 $20,358,914 $18,585,653 $16,966,842 . $15,489,030 $14,139,936 $12,908,348 $11.784,030 $10,757,641 $9,820,651 $8,965,272 $8,184,397 $7,471,536 

$6,787,428 $7,455,541 $8,074,609 $8,649,088 $9,183,047 $9,680,206 $10,143,965 $10,577,430 $10,983,443 $11,364,60(1 $11,723,277 $12,061,645 $12,381,694 $12,685,240 $12,973,949 

$47,122,214 $45,795,763 $46,525,191 $45,305,177 $46,134,793 $46,007,460 $45,920,924 $45,872.226 $45,858,676 $45,877,830 $45,927,472 $45,005,587 $46,110,353 $45,240,117 $45,393,384 



Baseline NAACalro!ation 

CAPfXSpend: • L:_}l~~§.O;"OOO;;y.,arf;%5pend 
2009 $18 3% 
2010 . $25 5% 
2011 $90 17% 

""' $109 "" 20!3 '"' "" 2014 "' "" 100% 

r· $539 m!ltion 

capita! CclitAI!owan,e: 

CCAR.ate 
CapExtodass1 "" .. 
ClpExtodass17 "" '" CapEx to Class 48 ,. 

15% 

""" Inflation Factor (!Fy) ,. 
NRR Index Factor (NRRIF) "" Statutory Tax Rate 25% 
Plant Capacity (AACC) · ·-:sq~'.Mw 

EquateANRto INR-CSP is only revenue 
Total Plan Revenue= CSP = NRRy•AAcc 
Total Plant Revenue =J(PNNRb)*(NRRIF)(rfyWAACC+[(PNNRbj•(1-NRRIF)J•AACC 
PNNRb =Project NRR 

Assu_me$29 million/year in no! 
GO&M 
calculate E81TDA 

$8,800,000 (2009$) 
$14,000,000 (2011$) 

EBITDA= Plant Revenue -Operating Cclsts ($29 mll!ionfyear) 
Calculate CCA by allocating CAP EX to appropriate pools
Detl!flnine tax payable " (EBITDA- CCA)•(..r:atlltory tax rate) 
Total ash floW$ = EBITDA-Taxes- tap Ex 

Fim ash flew Is augu'il: 1, 2009 
All others are July 1, 20XX 
UseXNPV 

TCE Co'il: of Capital 5.25% 

01-Aug-09 01-Jul-10 
% CAP EX Allor:atlOn to Year 
Year!yCAPEX5pend 
Book Value of Capital 
Non-Indexed NRR 
lndexe<:l NRR 
Tota!NRR 
REVENUES= CSP 

OPEX 
GO&M 
EBITDA 

'" $13,932,876 
$13,932,876 

Depredation (Capital Cost Allowance) 

Taxes Payable 

'" $20,253,106 
$34,185,982 

01-Jul-11 

"" $71,106',527 
$105,292,509 

Total Cash Flow {$13,932,876)' {$20,253,106) ($71,106,527) 

"" Target OGS NPV 
XNPVfor K-W Peaking Plant 

XNPV In 2012 plus spend 

XIRR 

$12,267 
$50,ooo,oo0-

$50,60o;oOo: 

$66,223,624 

6.58% 

01-Jul-12 01-Ju!-13 01-Jul-14 01-Jul-15 01-Jul-16 ll1-Jul-17 01-Jul-18 01-Jul-19 

""' "" 13% 
$85,551.,641 $177.415,631 $56,740,219 

$190,844,150 $368,259,781 $425,000,00()" $406,491,250 $371,085,862 $338,764,284 $31)9,257,914 $282,321,550 
$9,814 $9,814 $9,814 $9,814 $9,814 
$2,453 ${503 $2,553 $2,604. $2,656 

$12,267 $12,317 $12,367 $12.418 $12,470 
$73,604,967 $73,899,387 $74,199,695 $74,505,010 $74,818,450 

$9,910,229 $9,910,229 $9,910,229 $9,910,229 $9,910,229 
$15,154,050 $15,154,050 $15,154,050 $15,154,050 $15,154,050 
$48,540,688 $48,835,107 $49,135,416 $49,441,730 $49,754,171 

$18,508,751J $35,405,388 $32,321,579 $29,506,369 $26,936,364 

$7,507,984 $3,357,430 $4,203,459 $4,983,&40 $5,704,452 

($85,551,6411 !S1n,415,631l ($56,740,219) $41,032,703 $45,477,678 $44,931,956 $44,457,890 $44,049,7~9 

-· 

, 8 ' " " 12 " " 15 " " " " " 
01-Jul-20 01-Jul-21 01-Jul-22 01-Jul-23 01-Ju!-24 01-Jul-25 01-Ju!-26 01-Jul-27 01-Jul-28 01-Jul-29 01-Jul-30 01-Jul-31 1)1-Jul-32 01-Jul-33 01-Jul-34 

$257,731,343 $235,282,943 $214,789,799 $196,081,607 $179,002,899 $163,411,747 $149,178,584 $136,185,129 $124,323,404 $113,494,836 $103,61)9,436 $94,585,054 $86,346,696 578,825,898 $71.,960,163 

$9,814 $9,814 $9,814 ' $9,814 $9,814 $9,814 $9,814 $9,814 $9,814 $9,814 $9,814 $9,814 $9,814 $9,814 $9,814 

$2,709 $2,763 $2,818 $2,875 $2,932 $2,991· $3,051 $3,112 $3,174 $3,237 $3,302 $3,368 $3,435 $3,504 $3,574 

$U,523 $12,577 $12,632 $12,689 512,745 $12,805 $12,865 $12,926 $12,988 $19,051 $13,116 $13,182 $13,249 $13,318 $13,388 

$75,137,140 $75,462,203 $75,793,768 $76,131,964 $76,476,924 $76,828,783 $77,187,679 $77,553,753 $77,927,148 $78,308,012 $78,696,493 $79,092,743 $79,496,918 S79,909,1n $80,329,681 

$9,910.229 $9,910,229 $9,910,229 $9,910,229 $9,910,229 $9,910,229 $9,910,229 $9,910,229 $9,910,229 $9,910,229 $9,910,229 $9,910.229 $9,910,229 $9,910,229 $9,910,229 

$15,154,050 $15,154,050 $15,154,050 $15,154,050 $15,154,050 $15,154,050 $15,154,050 $15,154,050 $15,154,050 $15,154,050 $15,154,050 $15,154,050 $15,154,050 $15,154,050 $15,154,050 

$50,072,860 $50,397,924 $50,729,488 $51,067,684 $51,412,644 $51.764,503 $52,123,399 $52,489,473 $52,862,869 $53,243,732 $53,632,213 $54,028,464 $54,432,639 $54,844,898 $55,265,402 

$24,590,207 $22,448,400 $21J,493,144 $18,708,191 $17,078,708 $15,591,153 $14,233,163 $12,993,455 $11,861,725 $10,828,569 $9,885,401) $9,024,382 $8,238,358 $7,520,797 $5,865,736 

$6,370,653 $6,987,381 $7,559,086 $8,089,873 $8,583,484 $9,043,338 ,$9,472,559 $9,874,005 $10,250,286 $10,603,791 $10,936,703 $11,251,020 $11,548,570 511,831,025 $12,099,917 

$4~;702,197 $43,410,543 $43,170,402 $42,9n,su $42,829,160 $42,721,165 $42,650,840 $42,615,469 $42,612,583 $42,639,941 $42,695,510 S42,m,«3 $4,2,884,069 $43,013,873 $43,165,485 



Target Costing Allocation of Actual CAPEX 

Target CAPEX = 

CAPEX Sharing: 

FINAL CAPEX = 
Overrun (Underrun) = 
CPA Share 
TCEShare 
Adjusted CAPEX = 

Initial NRR 
Final NRR 

Target CAPEX 

FINAL CAPEX 

$300,000,000 
$325,000,000 
$350,000,000 
$375,000,000 
$400,000,000 
$425,000,000 
$450,000,000 
$475,000,000 
$500,000,000 

OPA 

TCE 

$300 
$325 
$350 
$375 
$400 
$425 
$450 
$475 
$500 

$425,000,000 

Overrun Underrun 

SO% 35% 

SO% 65% 

,, ':s~o~Io29:91l1E 
$75,000,000 
$37,500,000 
$37,500,000 

$462,500,000 Target CAPEX + OPA Share 

$12,267 
$12,894 

$425,000,000 

FINAL NRR 

$11,537 
$11,683 
$11,829 
$11,975 
$12,121 
$12,267 
$12,476 
$12,685 
$12,894 

NRR= $12,267 

$11,000 +---------------------

$10,500 +---~-~--~-~-~-~--~-~-~ 
$300 $325 $350 $375 $400 $425 $450 $475 $500 



Aleksandar Kojic 

From; 
Sent; 
To: 

Michael Killeavy 
March 21, 2011 2:31 PM 
Susan Kennedy; Anshul Mathur 

Subject; 
Attachments: 

TCE Matter- OPA Counter-Proposal- Financial Parameters .... 
OPA Counter-Proposal NRR Model 21 Mar 2011 COUNTER-PROPOSAL.xls 

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

Attached is the model with the counter-proposal financial parameters inserted into the model. I am coming up with an 
N RR=$12,267 /MW-month. 

Anshul, please check the model run for me. 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) 

1 



Aleksandar Kojic 

From: 
Sent: 
To: 
Cc:· 
Subject: 

Hi Susan; 

Deborah Langelaan 
March 21, 2011 1:21 PM 
Susan Kennedy 
Michael Killeavy 
FW: Outstanding Issues 

We require another Designation Letter for TCE with respect to item #1 below. Please Jet me know if you require more 
information. 

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 J 

From: Geoff Murray [mailto:geoff murray@transcanada.coml 
Sent: March 17, 2011 5:12PM 
To: Deborah Langelaan 
Cc: Terry Bennett; Brandon Anderson 
Subject: Outstanding Issues 

Deb: 

Brandon and JoAnne just had a discussion and I believe there are a few things outstanding that we would like to close out 
to assist the OPA in preparing their counter-offer. 

1. We would like to provide a summary of our capital cost estimate, in the same format as the presentation of 
January 251

h, that has OBL, OGS Sunk Costs and associated escalation, risk, contingency and development 
allowances removed. In order to do that we will require a designation Jetter covering the one page capital cost 
summary. I believe an appropriate description would be "TransCanada Capital Cost Estimate titled "Capital Cost 
Estimate Boxwood Generation Station", Rev.5 dated "Feb 17,2011". Please advise if this is of interest to the 
OPA and let us know when you can have the designation letter delivered. 

2. We understand you would like to receive a redacted version of the MPS L TSA. I am still working on a response 
to your earlier question regarding timing and will get back to you as soon as I know more. We may need a 
designation Jetter for this document. 

3. We understand that the MPS New Scope is continuing to be an issue for the OPA. We are happy to provide 
further information from a TransCanada perspective in terms of building up that cost, should that be of interest to 
the OPA. Please advise if this is of interest and if you could give some guidance as to the OPA's concerns that 
would be helpful. 

Let me know! 
Geoff 

This electronic message and any attached documents are intended only for the named addressee(s). This 
communication from TransCanada may contain information that is privileged, confidential or otherwise 
protected from disclosure and it must not be disclosed, copied, forwarded or distributed without authorization. 

1 



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

2 



Aleksandar Kojic 

From: 
Sent: 
To: 

Michael Killeavy 
March 21, 2011 11_:59 AM 
'gene.meehan@nera.com' 

Subject: Re:. TCE Matter- OPA Counter-Proposal- Target Costing ... 

Good point. That was the intent. 

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@powerauthoritv.on.ca 

From: Meehan, Gene [mailto:Gene.Meehan@NERA.com] 
Sent: Monday, March 21, 201111:57 AM 
To: Michael Killeavy 
Subject: RE: TCE Matter - OPA Counter-Proposal -Target Costing ... 

One minor clarification is to make sure that OPA Share is computed relative to dead band limit not target so that if they 
are 2.9% over and would eat the extra cost there is no incentive to go above 3% That seems to be intent but it may need 
to be very explicit 

From: Michael Killeavy [mailto:Michaei.Killeavv@powerauthoritv.on.ca] 
Sent: Monday, March 21, 201111:39 AM 
To: Smith, Elliot; Susan Kennedy 
Cc: Deborah Langelaan; Anshul Mathur; Safouh Soufi; Meehan, Gene 
Subject: TCE Matter - OPA Counter-Proposal - Target Costing ... 

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

Elliot and Susan, 

Attached are our instructions on how we would like to see the concept of target costing the CAP EX appear in the 
counter-proposal to TCE. I am also attaching an updated version of the model we've been. using with a sensitivity 

analysis on NRR. 

Michael 

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

1 



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 and any attachments may be confidential or legally privileged. If you received this 
message in error or are not the intended recipient, you should destroy the e-mail message and any 
attachments or copies, and you are prohibited from retaining, distributing, disclosing or using any 
information contained herein. Please inform us of the erroneous delivery by return e-mail. Thank 
you for your cooperation. 

2 



Aleksandar Kojic 

From: 
Sent: 

Meehan, Gene [Gene.Meehan@NERA.com] 
March 21,201111:57 AM 

To: Michael Killeavy 
Subject: RE: TCE Matter- OPA Counter-Proposal- Target Costing ... 

One minor clarification is to make sure that OPA Share is computed relative to dead band limit not target so that if they 
are 2.9% over and would eat the extra cost there is no incentive to go above 3% That seems to be intent but it may need 
to be very explicit 

From: Michael Killeavy [mailto:Michaei.Killeaw@powerauthoritv.on.ca] 
Sent: Monday, March 21, 201111:39 AM 
To: Smith, Elliot; Susan Kennedy 
Cc: Deborah Langelaan; Anshul Mathur; Safouh Soufi; Meehan, Gene 
Subject: TCE Matter- OPA Counter-Proposal- Target Costing ... 

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

Elliot and Susan, 

Attached are our instructions on how we would like to see the concept of target costing the CAP EX appear in the 
counter-proposal to TCE. I am also attaching an updated version of the model we've been using with a sensitivity 
analysis on NRR. 

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 and any attachments may be confidential or legally privileged. If you received this 
message in error or are not the intended recipient, you should destroy the e-mail message and any 
attachments or copies, and you are prohibited from retaining, distributing, disclosing or using any 
information contained herein. Please inform us of the erroneous delivery by return e-mail. Thank 
you for your cooperation. 
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Baser.ne NRR Calculation 

Adjusted CAi'EXSpend: (;~,1fjJ~i'!l~ v:o:_arly% Spend 
2009 $18 3% 

2010 $26 5% 
2011 $90 17% 

2012 $109 20% 

2013 $225 42% 

2014 $72 13% 100% 
$539 

capital Cttr<tAIIowance: 

capE>:toCI.oss1 

capE>:tttCiass17 
capEict~:~Ciau48 

[IFy) 

(NRR!F} 

"" "" ,. 
100% 

CCARate 
- . 4% 

'" 
"" 
'" 
"" "" 

lnflatiDn fa'r::tor • 

NRR Index Far::tDr 
.st.JtutoryTax Rate 

Plant Cal"' city {AACC) '-~~LF_~~~~;Mw 

· Equate ANRto INR => CSP Jsonly"revenue 
Total Plan Revenues m CSP ~ NRRy*AACC 

Total Plant Revenue = [[PNNRbj•[NRRIF)(Ityj]•AACC+[{PNNRbj•{l-NRRIFJ]•AAcc 

PNNRb =Project NRR 

Asrume $29 million/year In not $29,000,000 

Calculate EBITDA 

EBITDA= Plant Revenues -Operating Costs {$29 million/year) 

calculate CCA by allocating CAPEX to appropriate pools 

Oetermliie tax payable = [EBITDA- CCA)•[statutory tax rate) 
Total cash fJoW5 m EBITDA- Taxes-capEx 

First cash floW Is august 1. 2009 

All others ne July 1, 20XX 
UieXNPV 

TCE Cost "of Capital 

% CAPEX Alloo;atlon to vear 
YearlyCAPEXSpend. 

Boo\: Value of capital 
Non-Indexed NRR 
Indexed NRR 
TotaiNRR 

REVENUES= CSP 

o•EX 

EBITDA 

Depreciation (capital Cost Allowance) 

Taxes Payable 

5.25% 

01-Aug-09 

'" $15,981,828 
$15,981,828 

01-Jul-10 

'" $23,231,504 
$39,213,332 

01-Jul-11 

"" $81,553,369 
suo,n6,701 

Total cash Flow ($15,981,828) {$23,231,504) [$81,563,359) 

FlnaiNIU't 
TngetOGSNPV 

XNPV for K-W Pea kin£ Plant 

XNPV In 2012 plus spend 

"" 

. - -~· "$13,945, 
sSo,ocio,OCO 
$50;opo;i;K;ili ' 

$67,425,478 

6.41% 

01-Jul-12 

"" $98,132,765 

$218,909,466 

01-Jul-13 

"" $203,506,165 

$422,415,631 

[$98,132,765) [$203,506,16S) 

01-Jul-14 

"'" $65,084,369 

$487,500,000 

{$65,084,369) 

01-Jul-15 01·Jul-16 

$466,269,375 $425,657,312 

$11,155 $11,156 
$2,789 '"'" $13,945 $14,001 

$83,671,848 $64,006,535 

$29,000,000 $29,00(),000 

$54,671,848 $55,006,535 

$21,230,625 $40,612,053 

$8,360,306 $3,598,618 

$46,311,542 $51,407,917 

01·Ju1·17 01-Jul-18 01-Jul-19 

$388,582,561 $354,737,020 $323,839,425 
$11,156 $11,156 $11,156 
$2,902 $2,960 $3,019 

$14,058 $14,116 $14,175 
$84,347,917 $84,696,125 .$85,051,298 

$29,000,000 $29,000,000 $29,000,000 

$55,347,917 $55,696,125 $56,051,298 

$37,074,752 $33,845,541 $30,897,594 

$4,568,291 $5,462,646 $5,288,426 

$SO,n9,625 $50,233,479 $49,762,872 

, • g " " " " " " " " " " 20 

01-Ju!-20 01-Jul-21 01-Ju!-22 01-Jul-23 01-Jul-24 01-Jul-25 01-Jul-26 01-Jul-27 01-Jul-28 01·Jul-29 01·Jul-30 01-Jul-31 01-Jul-32 Ol-Jul-33 01-Jul-34 

$295,633,011 $269,883,376 $246,376,534 $224,917,138 $205,326,855 $187,442,886 $171.116,611 $156,212,354 $142,606,258 $130,185,253 $118,846,117 $108.494,620 $99,044,739 $90,417,942 $82,542,539 

$11,156 $11,156 $11,156 -$11,156 $11.156 $11,156 $11,156 $11,156 $11,156 $11,156 $11,156 $11,156 $11.156 $11,156 $11,156 

$3,079 $3,141 $3,204 $3,268 $3,333 $3,400 $3,468 $3,537 $3,608 $3,6811 $3,754 $3)129 $3,9{15 $3,983 $4,053 

$14,236 $14,297 $14,360 $14,424 $14,489 _. $14,SS6 $14,624 $14,693 $14,764 $14,836 $14,910 $14,985 $15,062 $15,140 $15,219 

$85,413,575 $85,783,097 $85,160,0()9 $85,544,460 $86,936,599 $87,336,582 $87,744,564 $88,160,705 . $88,585,170 $89,018,124 $89,459,737 $89,910,182 $9(),369,636 $90,838,279 $91,316,295 

$29,00G,OOO $29,000,000 $29,000,000 $29,000,000 $29,000,000 $29,000,000 $29,000,000 $29,000,000 $29,000,000 $29,0(}0,000 $29,000,000 $29,000,000 $29,000,000 $29,000,000 $29,000,000 

$56,413,575 $56,783,097 $57,160,009 $57,544,460 $57,936,599 $58,336,582 $58,744,564 $59,160,705 $59,585,170 $60,018,124 $60,459,737 $60,910,182 $61,369,636 $61,a38,279 $62,316,295 

$28,206,414 $25,749,635 $23,506,842 $21,459,396 $19,590,283 $17,883,969 $16,326,275 $14,904,257 $13,606,096 $12,421,005 $11,339,136 $10,351,497 $9,449,881 $8,626,797 $7,875,403 

$7,051,790 $7,758,365 $8,413,29i $9,021,266 $9,586,579 $10,113,153 $10,604,572 $11,064,112 $11,494,768 $11,899,280 $12,280,150 $12,639,671 $12,979,939 $13,302,871 $13,610,223 

$49,361,784 $49,024,731 $48,74~,717 $48,523,194 $48,350,020 $48,223,428 $48,139,992 $48,096,593 $48,090,401 $48,118,844 $48,179,586 $48,270,511 $48,389,697 $48,535,408 $48,706,072 
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Target Costing Allocation of Actual CAPEX 

Target CAPEX = 

CAPEX Sharing: 

FINAL CAPEX = 
Overrun {Underrun) = 
OPAShare 
TCEShare 
Adjusted CAPEX = 

Initial NRR 
Final NRR 

Target CAPEX 

FINALCAPEX 

$300,000,000 
$325,000,000 
$350,000,000 
$375,000,000 
$400,000,000 
$425,000,000 
$450,000,000 
$475,000,000 
$500,000,000 
$525,000,000 
$550,000,000 

OPA 

TCE 

$300 
$325 
$350 
$375 
$400 
$425 
$450 
$475 
$500 
$525 
$550 

$425,000,000 

Overrun Underrun 

50% 35% 

50% 65% 

$550,000,000 
$125,000,000 
$62,500,000 
$62,500,000 

$4871500,000 Target CAP EX+ OPA Share 

$12,901 
$13,945 

$425,000,000 

FINAL NRR 

$12,170 
$12,317 
$12,463 
$12,609 
$12,755 
$12,901 
$13,110 
$13,319 
$13,528 
$13,737 
$13,945 

NRR= $12,901 

$13,000 

$12,500 

$12,000 

$11,500 

$11,000 

./ 
~ 
~ 

~ 

$300 $325 $350 $375 $400 $425 $450 $475 $500 $525 $550 



Aleksandar Kojic 

From: 
Sent: 
To: 

Michael Killeavy 
March 21, 2011 11:39 AM 
'Smith, Elliot'; Susan Kennedy· 

Cc: 
Subject: 

Deborah Langelaan; Anshul Mathur; 'Safouh Soufi'; 'Gene.Meehan@NERA.com' 
TCE Matter- OPA Counter-Proposal- Target Costing ... 

Attachments: Target Costing Memo- 21 Mar 2011.doc; OPA Counter-Proposal NRR Model21 Mar 2011 v3 
Wintel.xls 

" ***PRIVILEGED AND CONFIDENTIAL- PREPARED IN CONTEMPLATIO('J OF LITIGATION*** 

Elliot and Susan, 

Attached are our instructions on how we would like to see the concept of target costing the CAP EX appear in the 
counter-proposal to TCE. I am also attaching an updated version of the model we've been using with a sensitivity 

analysis on NRR. 

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 



PRIVILEGED AND CONFIDENTIAL - PREPARED IN CONTEMPLATION OF LITIGATI.ON 

May 30,2012 

MEMO TO: Elliot Smith - Osier, Hoskin & Harcourt LLP 

FROM: Michael Killeavy 

RE: Target Costing K-W Peaking Plant CAPEX 

Elliot, 

This memorandum provides instructions to you on how to draft the target costing aspect 
of the OPA counter-proposal to TCE ("the counter-proposal"): 

1. We need to set out in the counter-proposal that the parties are unlikely to agree 
on a value of the capital expenditure ("CAP EX") for the replacement facility, and 
as such we are proposing to target cost the CAP EX whereby both the OPA and 
TCE share the costs of CAP EX overruns and benefits of CAP EX underruns for 
the actual CAPEX ("Actual CAPEX"). 

2. We will propose a targeted CAPEX of CAD 425 million ("Target CAP EX"). 

3. The OPA proposes to share equally with TCE on any CAPEX overrun or 
underrun, i.e., the OPA share of an overrun or underrun will be 50% of the 
margin of Target CAPEX less Actual CAP EX. We may well adjust the sharing 
parameters as part of the negotiation process. 

4. We propose that+/- 3% overrun or underrun of the Target CAP EX is TCE's 
responsibility and that sharing by the OPA only triggers where the Actual CAP EX 
is less than 3% of the Target CAP EX or greater than 3% of the Target CAP EX 
("dead band"). 

5. TCE will be responsible for any Actual CAP EX costs over CAD 500 million 
("CAPEX Cap"). 

6. The OPA share of the CAPEX overrun or underrun ("OPA Share") shall be 
calculated as follows: 

OPA Share = 0.50 x (Actual CAP EX- Target CAP EX) 

Page 1 of 3 



PRIVILE~E[I AND CPNFIDENTIAL- PREPARED IN CONTEMPLATION OF LITIGATION 

For Actual CAP EX S CAD 500 million 

7. Target CAPEX will not include: agreed to quantum of OGS sunk costs ("OGS 
Sunk Costs"); electrical and gas interconnection costs. These costs will be paid 
separately. 

8. The Target CAPEX will include all TCE costs for developing the replacement 
facility and bringing it into commercial operation. 

9. The adjusted CAPEX ("Adjusted CAPEX") for incorporation into the Net Revenue 
Requirenent ("NRR") will be calculated as follows: 

Adjusted CAPEX =Target CAPEX +OPA Share 

Where, 

OPA Share >0 when Actual CAPEX >Target CAPEX and 
OPA Share <0 when Actual CAPEX <Target CAPEX 

TCE will be responsible for funding the construction of the replacement facility. 

10. The included cost components for Actual CAP EX will mirror those of Target 
CAP EX. 

11. TCE will be required to follow an open book process so that all costs associated 
with developing and constructing the replacement facility are transparent and 
fully auditable. Any cost that cannot be substantiated will be excluded from the 
Actual CAPEX. 

12. We will need to consider incorporating provisions for design and construction 
review and approval of construction variations. This is more hands ori than we 
normally are, however, since the NRR will vary depending on Actual CAP EX we 
will need some rights to review the design and progress of the work, as well as 
. approval of variations. 

13. OPA takes no ownership in any intellectual property used to develop and 
construct the replacement facility. 

14. TCE will hold us harmless with regard to any claims attributable to, or related to, 
the construction of the replacement facility. 

Page 2 of 3 



PRIVILEGED 4ND CONFIDENTIAL- PREPARED IN CONTEMPLATION OF LITIGATION 

15. We propose that any disputes over Actual CAP EX be resolved using the dispute 
resolution process set out in the negotiated contract. This likely will be an · 
escalation process starting at the project manager followed by senior executives 
conference, and ultimately arbitration. 

Page 3 of3 



Aleksandar Kojic 

From: Anshul Mathur 
Sent: March 20,20111:47 PM 
To: Michael Killeavy . 
Subject: RE: TCE Matter- OPA Counter-Proposal NRR Model .... 

If we were to start the Cash Flows (based on a COD of Q1 2014), then the NRR would go further 
down. I can change the excel to reflect this. I will also have to adjust the Capex to start 
in 2011 and spend till 2013 with equal 33% split in each 2011, 2012 and 2013. 

Let me know if this is okay and I will change the model to reflect this. I am still unable 
to make the macro work but let me try it again on the work laptop ... 

-----Original Message----
From: Michael Killeavy 
Sent: Sat 3/19/2011 8:32 PM 
To: Susan Kennedy; Smith, Elliot; Anshul Mathur 
Cc: Deborah Langelqan; gene.meehan@nera.com; safouh@smsenergy-engineering.com 
Subject: TCE Matter- OPA Counter-Proposal NRR Model ...• 

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

Some of you were having trouble with the VBA macro. I wrote it on a MacBook Pro using MS 
Office for Mac 2011. I am attaching a version of the spreadsheet that has been tested on a 
Wintel notebook running MS-Windows 7 and MS-Office 2010. You may need to turn off the 
security feature that disables macros on your security options. If it still doesn't work 
you'll just need to manually use the GoalSeek function from the command toolbar to solve for 
the NPV by changing NRR, i.e., pick the NPV cell, enter the target NPV , and the NRR cell to 
change. I apologize for any confusion all this may have caused. 

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 

1 



Aleksandar Kojic 

From: 
·sent: 

Michael Killeavy 
March 20; 2011 1:57 PM 

To: 
Subject: 

Anshul Mathur; 'ESmith@osler.com'; Susan Kennedy 
Re: TCE Matter- OPA Counter-Proposal NRR Model .... 

I think we should stick the CAPEX spend profile they've given us - one less thing to argue 
about. 

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: Sunday, March 20, 2011 01:46 PM 
To: Michael Killeavy 
Subject: RE: TCE Matter - OPA Counter-Proposal NRR Model 

If we were to start the Cash Flows (based on a COD of Q1 2014), then the NRR would go further 
down. I can change the excel to reflect this. I will also have to adjust the Capex to start 
in 2011 and spend till 2013 with equal 33% split in each 2011, 2012 and 2013. 

Let me know if this is okay and I will change the model to reflect this. I am still unable 
to make the macro work but let me try it again on the work laptop .•• 

-----Original Message----
From: Michael Killeavy 
Sent: Sat 3/19/2011 8:32 PM 
To: Susan Kennedy; Smith, Elliot; Anshul Mathur 
Cc: Deborah Langelaan; gene.meehan@nera.com; safouh@smsenergy-engineering.com 
Subject: TCE Matter- OPA Counter-Proposal NRR Model .... 

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

Some of you were having trouble with the VBA macro. I wrote it on a MacBook Pro using MS 
Office for Mac 2011. I am attaching a version of the spreadsheet that has been tested on a 
Wintel notebook running MS-Windows 7 and MS-Office 2010. You may need to turn off the 
security feature that disables macros on your security options. If it still doesn't work 
you'll just need to manually use the GoalSeek function from the command toolbar to solve for 
the NPV by changing NRR, i.e., pick the NPV cell, enter the target NPV , and the NRR cell to 
change. I apologize for any confusion all this may have caused. 

Michael 

Michael Killeavy, LL.B., MBA, P.Eng. 
1 



Target Costing Allocation of Actual CAPEX 

Target CAP EX= 

CAP EX Sharing: 

FINAL CAP EX= 
Overrun {Underrun) = 

OPA Share 

TCE Share 
Adjusted CAPEX = 

Initial NRR 

Final NRR 

OPA 

TCE 

$425,000,000 

Overrun Underrun 

50% 

50% 

$405,000,000 
{$20,000,000) 
{$7,000,000) 

{$13,000,000) 

35% 

65% 

$418,000,000 Target CAP EX+ OPA Share 

$12,901 
$12,784 
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Aleksandar Kojic 

From: 
Sent: 
To: 

Deborah Langelaan 
March 21, 2011 4:53 PM 
Michael Killeavy 

Subject: RE: TCE Matter~ OPA Counter-Proposal- NRR Confirmation ..... 

Michael; 

Based on my estimates I came up with an annuai GD&M cost of $9.2 MM 

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: Michael Killeavy 
Sent: March 21, 2011 3:47 PM 
To: Smith, Elliot; Susan Kennedy 
Cc: Deborah Langelaan; Anshul Mathur; Safouh Soufi; 'Gene.Meehan@NERA.com' 
Subject: TCE Matter- OPA Counter-Proposal - NRR Confirmation ..... 

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

Elliot, 

Could you please ask NERA to confirm the NRR we intend to go back to TCE with? The parameters are as follows: 

1. 20-year contract term; 
2 .. NNRIF=20% 

3. Annual Inflation over the term of 2%; 
4. Tax rate of 25%; 
5: Contract Capacity of 500 MW; 
6. Cost of Capital of 5.25%; 
7. Annual GD&M of $14 million in $2011; 
8. Fixed O&M of 8.8 million in $2009; 
9. CAP EX of $425 million, with the spend profile in the attached spreadsheet along with the depreciation {Capital 

Cost Allowance) schedule in the attached spreadsheet; 
10. Annual revenues are pegged at the NRR as a CSP; 
11. Financial value of the OGS Contract of $50 million. 

The attached model was used with these parameters to generate an NRR of $12,974/MW-month. 

Michael 

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

1 



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) 

2 



Aleksandar Kojic 

From: 
Sent: 
To: 

Michael Killeavy 
March 21, 2011 4:55 PM 
Deborah Langelaan 

Subject: Re: TCE Matter- OPA Counter-Proposal- NRR Confirmation ..... 

In 2011 dollars? 

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, March 21, 2011 04:52 PM 
To: Michael Killeavy 
Subject: RE: TCE IVJatter - OPA Counter-Proposal - NRR Confirmation ..... 

Michael; 

Based on my estimates I came up with an annual GD&M cost of $9.2 MM 

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 IF: 416.967.19471 deborah.langelaan@powerauthoritv.on.ca 1 

From: Michael Killeavy 
Sent: March 21, 2011 3:47 PM 
To: Smith, Elliot; Susan Kennedy 
Cc: Deborah Langelaan; Anshul Mathur; Safouh Soufi; 'Gene.Meehan@NERA.com' 
Subject: TCE Matter- OPA Counter-Proposal - NRR Confirmation ..... 

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

Elliot, 

Could you please ask NERA to confirm the NRR we intend to go back to TCE with? The parameters are as follows: 

1 



1. 20-year contract term; 
2. NNRIF=20% 
3. Annual Inflation over the term of 2%; 
4. Tax rate of 25%; 
5. Contract Capacity of 500 MW; 
6. Cost of Capital of 5.25%; 
7. Annual GD&M of $14 million in $2011; 
8. Fixed O&M of 8.8 million in $2009; 
9. CAPEX of $425 million, with the spend profile in the attached spreadsheet along with the depreciation (Capital 

Cost Allowance) schedule in the attached spreadsheet; 
10. Annual revenues are pegged at the NRR as a CSP; 
11. Financial value of the OGS Contract of $50 million. 

The attached model was used with these parameters to generate an NRR of $12,974/MW-month. 

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) 

2 



Aleksandar Kojic 

From: 
Sent: 
To: 

Cc: 
Subject: 

Gentlemen: 

Deborah Langelaan 
March 22, 2011 8:20AM 
Michael Killeavy; 'Elliot Smith (esmith@osler.com)'; 'Gene Meehan 
(gene.meehan@nera.com)' 
Anshul Mathur; 'Rocco Sebastiana (rsebastiano@osler.com)' 
FW: Start-Up Costs 

Please see Safouh's estimates below for Start-Up Gas; Start-Up Maintenance Cost and O&M Costs. You will see that 
they're significantly lower than what TCE has presented in Schedule B1 of their proposal. 

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: Safouh Soufi [mailto:safouh@smsenergy-enqineerinq.com] 
Sent: March 21, 20116:04 PM 
To: Deborah Lanqelaan 
Subject: Start-Up Costs 

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

Hello Deborah: 

As discussed on the phone earlier today and as requested, please find below our estimate of the start-up costs for the 
Potential Project. 

1. Start-up Cost in MMBtu/Start-up: 350- 375 per unit for a total of 700- 750 for two units. This assumes the GT 
has fast start capability. 

2. Start-up Maintenance cost in $/Start-up: $18,000 - $20,000. Unlike combined cycle, the L TSA for a simple cycle 
is often structured around a fixed annual payment in addition to a payment per start which is what our estimate is 
for. 

3. O&M cost $/MWh: $0.89- $1.09/MWh for a frame machine the size of 501 GAC. This estimate is for the variable 
costs which, unlike fixed O&M costs, tend to be relatively low for simple cycle operation. 

If you compare the above to TCE proposed Schedule B1, you will find that the pricing in Schedule B1 will assure TCE of 
additional revenue over and above the revenue resulting from the spread in heat rate and any other upside potential 
resulting from additional capacity. Based on the above and when using TCE prices, we estimate the PV of additional 
revenue over 20-year contract to be in the order of $40M (2011 ). 

Thanks, 
Safouh 

1 



Aleksandar Kojic 

From: 
Sent:· 
To: 
Subject: 

Thank you Deborah. 

Michael Killeavy 
March 22, 2011 8:22AM 
Deborah Langelaan 
RE: Start~Up Costs 

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: March 22, 2011 8:20 AM 
To: Michael Killeavy; Elliot Smith (esmith@osler.com); Gene Meehan (qene.meehan@nera.com) 
Cc: Anshul Mathur; Rocco Sebastiane (rsebastiano@osler.com) 
Subject: FW: Start-Up Costs 

Gentlemen: 

Please see Safouh's estimates below for Start-Up Gas; Start-Up Maintenance Cost and O&M Costs. You will see that 
they're significantly lower than what TCE has presented in Schedule 81 of their proposal. 

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: Safouh Soufi [mailto:safouh@smsenergy-engineering.coml 
Sent: March 21, 2011 6:04 PM 
To: Deborah Langelaan 
Subject: Start-Up Costs 

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

Hello Deborah: 

As discussed on the phone earlier today and as requested, please find below our estimate of the start-up costs for the 
Potential Project. 

1 



1. Start-up Cost in MMBtu/Start-up: 350- 375 per unit for a total of 700- 750 for two units. This assumes the GT 
has fast start capability. 

2. Start-up Maintenance cost in $/Start-up: $18,000 - $20,000. Unlike combined cycle, the L TSA for a simple cycle 
is often structured around a fixed annual payment in addition to a payment per start which is what our estimate is 
for. 

3. O&M cost $/MWh: $0.89- $1.09/MWh for a frame machine the size of 501 GAG. This estimate is for the variable 
costs which, unlike fixed O&M costs, tend to be relatively low for simple cycle operation. 

If you compare the above to TCE proposed Schedule 81, you will find that the pricing in Schedule 81 will assure TCE of 
additional revenue over and above the revenue resulting from the spread in heat rate and any other upside potential 
resulting from additional capacity. Based on the above and when using TCE prices, we estimate the PV of additional 
revenue over 20-year contract to be in the order of $40M (2011 ). 

Thanks, 
Safouh 

2 



Aleksandar Kojic 

From: 
Sent: 
To: 

Deborah Langelaan 
March 22, 2011 8:47AM 
Michael Killeavy 

Subject: RE: TCE Matter- OPA Counter-Proposal- NRR Confirmation ..... 

In 2011 $the annual cost would be $10 MM 

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: Michael Killeavy 
Sent: March 21, 2011 4:55 PM 
To: Deborah Langelaan 
Subject: Re: TCE Matter - OPA Counter-Proposal - NRR Confirmation ..... 

In 2011 dollars? 

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, March 21, 2011 04:52 PM 
To: Michael Killeavy 
Subject: RE: TCE Matter- OPACounter-Proposal- NRR Confirmation ..... 

Michael; 

Based on my estimates I came up with an annual GD&M cost of $9.2 MM 

Deb 

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

1 



From: Michael Killeavy 
Sent: March 21, 2011 3:47 PM 
To: Smith, Elliot; Susan Kennedy 
Cc: Deborah Langelaan; Anshul Mathur; Safouh Soufi; 'Gene.Meehan@NERA.com' 
Subject: TCE Matter - OPA Counter-Proposal - NRR Confirmation ..... 

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

Elliot, 

Could you please ask NERA to confirm the NRR we intend to go back to TCE with? The parameters are as follows: 

1. 20-year contract term; 
2. NNRIF=20% 
3. Annual Inflation over the term of 2%; 
4. Tax rate of 25%; 
5. Contract Capacity of 500 MW; 
6. Cost of Capital of 5.25%;· 
7. Annual GD&M of $14 million in $2011; 
8. Fixed O&M of 8.8 million in $2009; 

9. CAPEX of $425 million, with the spend profile in the attached spreadsheet along with the depreciation (Capital 
Cost Allowance) schedule in the attached spreadsheet; 

10. Annual revenues are pegged at the NRR as a CSP; 
11. Financial value of the OGS Contract of $50 million. 

The attached model was used with these parameters to generate an NRR of $12,974/MW-month. 

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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Aleksandar Kojic 

From: 
Sent: 
To: 

Smith, Elliot [ESmith@osler.com] 
March22, 2011 9:27AM 

Subject: 
Deborah Langelaan; Michael Killeavy; gene.meehan@nera.com; Anshul Mathur 
RE: Agenda forth is morning's conference call 

Attachments: Draft Response to A. Pourbaix Letter with Project Proposal20297127 _2.DOC 

Also for this morning's call, I have attached a first draft of the proposed letter to TCE. 

Elliot 

From: Deborah Langelaan [mailto:Deborah.Langelaan@powerauthoritv.on.ca] 
Sent: Tuesday, March 22, 2011 9:15AM 
To: Michael Killeavy; Smith, Elliot; gene.meehan@nera.com; Anshul Mathur 
Subject: Agenda for this morning's conference call 

Gentlemen; 

Please find attached the agenda for Ieday's conference call. 

Deb 

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 fe divulguer sans autorisation. 

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

1 



DRAFT: MARCH 22, 2011 

CONFIDENTIAL AND WITHOUT PREJUDICE 

Dear Mr. Pourbaix: 

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

We are writing to you in response to your letter to Colin Andersen, dated March 10, 2011. As 
stated in Colin's October 7, 2010 letter to you, we wish to work with you to identify projects and 
the extent to which such projects may compensate TCE for termination of the Contract while 
appropriately protecting the interests of ratepayers. We have reviewed the proposal contained in 
the draft implementation agreement and schedules TCE provided to us, and :fuid that it does not 
meet this requirement. We would like to suggest an alternative proposal which we believe meets 
this requirement. 

The Government of Ontario's Long-Term Energy Plan has identified a need for a peaking natural 
gas-fired plant in the Kitchener-Waterloo-Cambridge area. We believe such a plant is a project 
that could compensate TCE for the termination of the Contract and at the same time protect the 
interests of ratepayers. We have set out in Schedule "A" to this letter a technical description of 
the requirements of such a project. 

We would propose enter into a contract for TCE to construct, own, operate and maintain this 
replacement project as compensation for the termination of the Contract. The contract for this 
project (the "Replacement Contract") would be based on the Northern York Region Peaking 
Generation Contract (the "NYR Contract"), with the changes set out below. The financial 
parameters of the Replacement Contract would be as set out in Schedule "B" to this letter. As 
information about the replacement project matures, we would adjust the fmancial parameters of 
the Replacement Contract in accordance with the methodology set out in Schedule "C" to this 
letter. If this proposal is acceptable to you, we will prepare the necessary documentation for your 
review. 

The following sets out the changes to the NYR Contract that would be applicable to the 
Replacement Contract: 

1. Permits and Approvals. With respect to the approvals required pursuant to the Planning 
Act to construct the replacement project, the OPA would work with TCE, the host 
municipality and the Province of Ontario to ensure that once all of the requirements for 
the Planning Act approvals have been satisfied, the approvals are issued in a timely 
manner, or if they are not issued in a timely manner, that so long as the replacement 
project has been approved under Part II or Part ILl of the Environmental Assessment Act 
or is the subject of (i) an order under section 3.1 or a declaration under section 3.2 of that 
Act, or (ii) an exempting regulation made under that Act, that such Planning Act 
approvals do not impede the development of the project. 

In the event of TCE encountering an event of Force Majeure as a result of a delay in the 
issuance of such Planning Act approvals, TCE would be entitled to recover its 
reasonable, out-of-pocket costs resulting from such delay, by way of a corresponding 
increase in the Net Revenue Requirement (NRR). In addition, the OPA would not have 
the right to terminate the Replacement Contract for such event of Force Majeure, unless 

LEGAL_1:20297127.2 
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the event of Force Majeure resulted in a delay that was greater than two years and the 
OPA paid TCE a termination amount of $[•]. TCE would be solely responsible for all 
other permits and approvals required for the project, subject to the standard Force 
Majeure provisions set out in the NYR Contract. 

2. Oakville Sunk Costs. The Replacement Contract would provide that verified, non
recoverable sunk costs associated with the development of the Oakville Generation 
Station would be paid to TCE immediately upon its execution. 

3. Interconnection Costs. The Replacement Contract would include a mechanism for the 
NRR to be adjusted prior to commercial operation to incorporate all out-of-pocket costs 
incurred by TCE for the electrical and natural gas interconnection of the replacement 
project, plus an amount to reflect the reasonable cost to TCE in amortizing the recovery 
of these costs [over the term][NTD: Consider appropriate recovery period.] of the 
Replacement Contract. [For the gas connection, this would include all costs paid to 
the local gas distribution company (the "LDC") that are associated with the 
connection of the project from the LDC, including a contribution in aid to 
construction, and terminating at the demarcation between the project and the LDC 
on the site of the project. For the electrical connection, this would include all costs 
associated with the design engineering, construction and commissioning of the 
electrical facilities between the high voltage side of the project switchyard and the 
point of connection to the Hydro One transmission system, including land and 
easements, if applicable.] 

4. 

5. 

6. 

7. 

8. 

Gas Delivery and Management Services Costs. Unlike the NYR Contract, the NRR for 
the Replacement Contract would take into account all gas delivery and management 
services costs, and TCE would be responsible for managing natural gas delivery and 
management services, consistent with the approach taken in the Contract. 

Net Revenue Requirement Indexing Factor ("NRRIF"). As set out in Schedule "B", 
the NRRIF would be equal to 20%. In the course of finalizing the Replacement Contract, 
the OPA would be willing to consider accepting a higher NRRIF, so long as there was a 
corresponding reduction in the NRR. 

Term of Replacement Contract. The term of the replacement contract would be 25 
years. For greater certainty, this would be the definitive length of the term and not an 
option. 

Capacity Check Test. The Capacity Check Test provisions of the Replacement Contract 
would be modified so that as long as the demonstrated capacity was not less than [•]% of 
the applicable Seasonal Contract Capacity, the failure to achieve the required Seasonal 
Contract Capacity would not be an event of default. If the demonstrated capacity was 
greater than [•]% but less than 100% of the applicable Seasonal Contract Capacity, a 
Capacity Reduction Factor would apply in accordance with the provisions of Exhibit J. 

Potential One Hour Runs. Because of the absence of the "NINRR" term in Exhibit J to 
the NYR Contract, we do not believe that the potential for single hour imputed 
production intervals would be detrimental to TCE. We are not proposing any change to 

LEGAL_l:20297127.2 
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Exhibit J but would be willing to discuss any valid concerns TCE may have in this 
regard. 

If this proposal is acceptable to you, we will prepare the necessary documentation for your 
revrew. 

Yours very truly, 

JoAnne Butler 

c. Colin Andersen, Ontario Power Authority 
Michael Killeavy, Ontario Power Authority 
Rocco Sebastiana, Osler, Hoskin & Harcourt LLP 

LEGAL_1:20297127.2 



SCHEDULE "A"- TECHNICAL REQUIREMENTS 

[NTD: TCE's "Value Propositions" includes a note that Schedule "A" to the lA should set 
out the applicable emissions limits and measurement methodology. To confirm whether the 
OPA intends to carry these provisions over from the Contract.] 

LEGAL _1:20297127.2 



SCHEDULE "B"- FINANCIAL PARAMETERS 

LEGAL_J:20297127.2 



SCHEDULE "C"- ADJUSTMENT METHODOLOGY 

[NTD: E. Smith to draft adjustment methodology based on memo from M. Killeavy.] 

LEGAL _1 :20297127.2 



Aleksandar Kojic 

From: 
Sent: 
To: 

Michael Killeavy 
March 22, 2011 12:22 PM 
'Smith, Elliot'; Susan Kennedy 

Cc: 
Subject: 

'Gene.Meehan@NERA.com'; Deborah Langelaan; Anshul Mathur; 'Safouh Soufi' 
TCE Matter- OPA Counter-Proposal- Revised Financial Parameters .... 

Attachments: OPA Counter-Proposal NRR Model 22 Mar 2011 COUNTER-PROPOSAL.xls 

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

Elliot, 

Attached is a revised spreadsheet model for the financial parameters for the counter-proposal letter. The following 
parameters were changed from what was sent to you yesterday: 

1. Contract term of 25 years; 
2. Costofequityof7.5% 
3. Annual GD&M of $10 million in $2011; and 
4. Annual Fixed O&M of $5.5 million in $2009. 

All changes are in shown in green highlight in the attached spreadsheet. Could you please ask NERA to run these 
changes through their model to see what NRR it generates? Our model indicates an NRR of $12,839/MW-month. 

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) 

1 
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Target Costing Allocation of Actual CAPEX 

Target CAPEX = 

CAPEX Sharing: 

FINAL CAPEX = 
Overrun (Underrun) = 
OPAShare 
TCE Share 
Adjusted CAPEX = 

Initial NRR 
Final NRR 

Target CAPEX 

FINALCAPEX 

$300,000,000 
$325,000,000 
$350POO,OOO 
$375,000,000 
$400,000,000 
$425,000,000 
$450,000,000 
$475,000,000 

$500,000,000 

OPA 

TCE 

$300 
$325 
$350 
$375 
$400 
$425 
$450 

$475 
$500 

$425,000,000 

Overrun Underrun 

SO% 35% 

50% 65% 

\0t§:59Q;Qfi.Q;Q[~ 
$75,000,000 
$37,500,000 

$37,500,000 
$462,500,000 Target CAPEX + OPA Share 

$12,839 

$13,563 

$425,000,000 

FINAL NRR 

$11,993 
$12,163 
$12,332 
$12,501 
$12,670 
$12,839 
$13,080 
$13,322 

$13,563 

NRR= $12,839 

$12,500 

$12,000 

$11,500 

$11,000 

./" 
~ ' 

$300 $325 $350 $375 $400 $425 

__. 

/' 

$450 $475 $500 



Aleksandar Kojic 

From: Meehan, Gene [Gene.Meehan@NERA.com] 
Sent: March 22, 2011 2:40 PM · 
To: 
Cc: 

Michael Killeavy; Smith, Elliot; Susan Kennedy 
Deborah Langelaan; Anshul Mathur; Safouh Soufi 

Subject: RE: TCE Matter- OPA Counter-Proposal- Revised Financial Parameters .... 

Just over $ 12,700 per MW month. Essentially identical. 

From: Michael Killeavy [mailto:Michaei.KilleayY@powerauthoritv.on.ca] 
Sent: Tuesday, March 22, 2011 12:22 PM 
To: Smith, Elliot; Susan Kennedy 

· Cc: Meehan, Gene; Deborah Langelaan; Anshul Mathur; Safouh Soufi 
Subject: TCE Matter - OPA Counter-Proposal - Revised Financial Parameters .... 

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

Elliot, 

Attached is a revised spreadsheet model for the financial parameters for the counter-proposal letter. The following 
parameters were changed from what was sent to you yesterday: 

1. Contract term of 25 years; 
2. Cost of equity of7.5% 
3. Annual GD&M of $10 million in $2011; and 
4. Annual Fixed O&M of $5.5 million in $2009. 

All changes are in shown in green highlight in the attached spreadsheet. Could you please ask NERA to run these 
changes through their model to see what NRR it generates? Our model indicates an NRR of $12,839/MW-month. 

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) 

1 



Aleksandar Kojic 

From: Michael Killeavy 
Sent: March 22, 2011 2:50 PM 
To: 'gene.meehan@nera.com'; 'ESmith@osler.com'; Susan Kennedy 
Ci:: 
Subject: 

Deborah Langelaan; Anshul Mathur; 'safouh@smsenergy-engineering.com' 
Re: TCE Matter- OPA Counter-Proposal- Revised Financial Parameters .... 

Thanks! 

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@powerauthoritv.on.ca 

From: Meehan, Gene [mailto:Gene.Meehan@NERA.coml 
Sent: Tuesday, March 22, 2011 02:39 PM 
To: Michael Killeavy; Smith, Elliot <ESmith@osler.com>; Susan Kennedy 
Cc: Deborah Langelaan; Anshul Mathur; Safouh Soufi <safouh@smsenergy-engineering.com> 
Subject: RE: TCE Matter - OPA Counter-Proposal - Revised Financial Parameters .... 

Just over$ 12,700 per MW month. Essentially identical. 

From: Michael Killeavy [mailto:Michaei.Killeavv@powerauthority.on.ca] 
Sent: Tuesday, March 22, 2011 12:22 PM 
To: Smith, Elliot; Susan Kennedy 
Cc: Meehan, Gene; Deborah Langelaan; Anshul Mathur; Safouh Soufi 
Subject: TCE Matter - OPA Counter-Proposal - Revised Financial Parameters .... 

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

Elliot, 

Attached is a revised spreadsheet model for the financial parameters for the counter-proposal letter. The following 
parameters were changed from what was sent to you yesterday: 

1. Contract term of 25 years; 
2. Cost of equity of 7.5% 
3. Annual GD&M of $10 million in $2011; and 
4. Annual Fixed O&M of $5.5 million in $2009. 

All changes are in shown in green highlight in the attached spreadsheet. Could you please ask NERA to run these 
changes through their model to see what NRR it generates? Our model indicates an NRR of $12,839/MW-month. 

1 



Aleksandar Kojic 

From: 
Sent: 
To: 
Cc: 
Subject: 

Smith, Elliot [ESmith@osler.com] 
March 23, 2011 8:51 AM 
Michael Killeavy; Susan Kennedy 
Deborah Langelaan; Gene.Meehan@NERA.com; Anshul Mathur; Safouh Soufi 
RE: TCE Matter- OPA Counter-Proposal- Proposed Schedule B .... 

Thanks Michael. On a quick skim, I have two questions. First, I noticed the Annual Average Contract Capacity 
doesn't correspond to the average of the seasonal Contract Capacities.· Is this deliberate? Secondly, do we 
need to see the LTSA to determine an appropriate value for Start-Up Gas? 

Thanks, 
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 EJOO, ,_, ~"~ 

From: Michael Killeavy [mailto:Michaei.Killeaw@powerauthoritv.on.ca] 
Sent: Wednesday, March 23, 2011 8:47AM 
To: Smith, Elliot; Susan Kennedy 
Cc: Deborah Langelaan; Gene.Meehan@NERA.com; Anshul Mathur; Safouh Soufi 
Subject: TCE Matter- OPA Counter-Proposal - Proposed Schedule B .... 

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

Elliot, 

Based on our meeting yesterday, attached please find our proposed Schedule B. 

Michael 

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

Ontario Power Authority 
120 Adelaide Street West, Suite 1600 

1 



Toronto, Ontario 
MSH 1T1 
416-969-6288 
416-520-9788 (CELL) 
416-967-1947 (FAX) 

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

Le contenu du present courriel est privill§gi8, confidentiel et 
soumis a des droits d'auteur. II est interdit de l'utiliser ou 
dele divulguer sans autorisation. 

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

From: Michael Killeavy 
Sent: 
To: 

March23, 2011 8:58AM 
'ESmith@osler.com'; Susan Kennedy 
Deborah Langelaan; 'gehe.meehan@nera.com'; Anshul Mathur; 'safouh@smsenergy-Cc: 
engineering.com' · · . · · .. · . 

Subject: Re: TCE Matter- OPA Counter-Proposal- Proposed Schedule B .... 

The seasonal capacities need to be bulleted, too. I don't think start-up gas depends on the LTSA. I will resend the 
schedule. 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
120 Adelaide St. West, Suite 1600 
Toronto, Ontario, M5H 1T1 
416-9.69-6288 (office) 
416-969-6071 (fax) 
416-520-9788 (cell) 
Michael.killeavv@powerauthority.on.ca 

From: Smith, Elliot [mailto:ESmith@osler.com] 
Sent: Wednesday, March 23, 2011 08:50AM 
To: Michael Killeavy; Susan Kennedy 
Cc: Deborah Langelaan; Gene.Meehan@NERA.com <Gene.Meehan@NERA.com>; Anshul Mathur; Safouh Soufi 
<safouh@smsenergy-engineering.com> 
Subject: RE: TCE Matter - OPA Counter-Proposal - Proposed Schedule B .... 

Thanks Michael. On a quick skim, I have two questions. First, I noticed the Annual Average Contract Capacity 
doesn't correspond to the average of the seasonal Contract Capacities. Is this deliberate? Secondly, do we 
need to see the LTSA to determine an appropriate value for Start-Up Gas? 

Thanks, 
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 l!::r· "-· _,M 

1 



From: Michael Killeavy [mailto:Michaei.Killeaw@powerauthoritv.on.ca] 
Sent: Wednesday, March 23, 2011 8:47AM 
To: Smith, Elliot; Susan Kennedy 
Cc: Deborah Langelaan; Gene.Meehan@NERA.com; Anshul Mathur; Safouh Soufi 
Subject: TCE Matter- OPA Counter-Proposal - Proposed Schedule B .... 

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

Elliot, 

Based on our meeting yesterday, attached please find our proposed Schedule B. 

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 is privileged, confidential and subject to 
copyright. Any unauthorized use or disclosure is prohibited. 

Le contenu du present courriel est privih§giS, confidential et 
soumis a des droits d'auteur. ll est interdit de l'utiliser aU 
de le divulguer sans autorisation. 
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Aleksandar Kojic 

From: Michael Killeavy. 
Sent: 
To: 
Cc: 
Subject: 

March 23, 2011 9:18AM 
'Smith, Elliot'; Susan Kennedy 
Deborah Langelaan; 'Gene.Meehan@NERA.com'; Anshul Mathur; 'Safouh Soufi' 
RE: TCE Matter- OPA Counter-Proposal- Proposed Schedule B .... 

Attachments: Schedule B- Revised. doc 

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

Revised Schedule B is attached. 

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: Smith, Elliot [mailto:ESmith@osler.coml 
Sent: March 23, 2011 8:51AM 
To: Michael Killeavy; Susan Kennedy 
Cc: Deborah Langelaan; Gene.Meehan@NERA.com; Anshul Mathur; Safouh Soufi 
Subject: RE: TCE Matter - OPA Counter-Proposal - Proposed Schedule B 0000 

Thanks Michael. On a quick skim, I have two questions. First, I noticed the Annual Average Contract Capacity 
doesn't correspond to the average of the seasonal Contract Capacities. Is this deliberate? Secondly, do we 
need to see the LTSA to determine an appropriate value for Start-Up Gas? 

Thanks, 
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 

~00.~"~' _,~ 

1 



From: Michael Killeavy [ma ilto: Michael. Killeaw@ oowerauthority .on .ca] 
Sent: Wednesday, March 23, 2011 8:47AM 
To: Smith, Elliot; Susan Kennedy 
Cc: Deborah Langelaan; Gene.Meehan@NERA.com; Anshul Mathur; Safouh Soufi 
Subject: TCE Matter- OPA Counter-Proposal - Proposed Schedule B .... 

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

Elliot, 

Based on our meeting yesterday, attached please find our proposed Schedule B. 

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 is privileged, confidential and subject to 
copyright. Any unauthorized use or disclosure is prohibited. 

Le contenu du present couniel est privih§gi8, confidential et 
soumis a des droits d'auteur. II est interdit de l'utiliser ou 
de le divulguer sans autorisation. 

***************************"'******************"*******"************* 
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PRIVILEGED & CONFIDENTIAL ·PREPARED IN CONTEMPLATION OF LITIGATION 
February 24 ;23 March 2011 

SCREDULEB! 
PRICING 

$ !9,90012,839 I MW-month 

*MW 

$ CJ.§.l.;OOQ-I start-up (please refer to the note below) 

$ C}6.-1§../ MWh (please refer to the note below) 

$ C}MG-/ MWh (please refer to the note below) 

;t·>'' .,:;· .. ; ,,,· Season 1 Season 2 Season 3 Season 4 
·;,: •ii';;: > . . 
CODtr&Ct Heat Rate:.- 10~-42Q 10,.,55Q 10,.,66() 10,.,58Q 
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'. ·. 

Contract C31!3.citt_· CJ~MW C}48M-MW C}4§§8-MW CJ~MW 
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•><' 
··-,)·:' .. 

lOnORCC. '<'_i OMW OMW OMW OMW 
. . ·;;" :-~ -.~ '}: . ; .. 

.--_, 

-· .-· .. i Formatted: MTCentre, Left 



CONFIDENTIAL 
February 24"', 2011 

NOTE: Bulleted parameter will be determined upon disclosure of the unredacted Long-term 
Services Agreement between Mitsubishi Power System and TransCanada Energy Ltd. ("LTSA"). 

_SCIIEBUl.E B2 
YAUIE PRQPOSITIONS 

. ' . -- ·>- ~:··'- . ,- _:;- ~- · __ _. . 
Vl'#l l'efffti!s an~ A-ppre,•als .. ----~-c~-{ Formatted: MTCentre, Left 

1R light efthe eaneellatiea sf the Fasility aml. the Original CeBtr:aet, ami the ehange ia risk preBle that tB.is 
Bas ereateEl fer de•JelepeFS sinee tHat deeisiea, the Centraet vfill previele that ifTGE is l.iffill:lle te seeHre a 
permit er ilJ3flFBYal fer tB.e eeastraetiea er eperatien eftBe Petential Prejeet er any level efgevefilfH:eRt 

othep;Jise J3FIWGffiS the eeastraetien er epsratien efthe Peteatial Prejeet theR TCI!: vlill Be aBle te 
teffi'liaate the Ceatraet anel, HpBR saeh teFm:inatien, reeever frem the OP-.t\ its reaseaaSle eests inel:li'l'ed 

with reSjlest te the Faeility an~ thol'el8!!tiall'rejoct aa~ TeE's anticipate~ financial value sf the Original 
Centrast [Belined as a Number for theiAJ. lH ad~ilion !e TC!;;'s reliofftem Feree Majoare, TCE 

wel:lld alse reeever :fi:em the QPI .. its reaseaable eests as a r-esalt ef delays arisiag frem Feree Maj el:lfe 
relaBRg te fleFHlitHng. 

YP~ Oal~·ville Sunlt Casts 

The Centrast will previ~e that sunk casts asseeiate~ the ~eve!epmem efthe Faei!ity !staling [$n 
millienJ will Se paiS immeeliatelj.· '!e 'FCE at Hme ef 67fSeHtffig the Csfltm€t. TRese sl:lH:lr eests fhavelbave 

ROtj been fO'flOWe~ by the ON.""~ further ~ue ~iligence ""~review [wi!llwi!l Rot] eo FOEjUire~. 

VP#J lnteFeBBBeetien Costs 

As a resalt eftbe SBffi!3reSSsd time fer 9&;eJepmeBt eftJ:Ie PetentiaJ Prejeet TCE vAll be eHable te 
eletSHE:iHe the eests asseeiate8 vA:th eleetFieal ami natl:lfal gas i£-tereeaseetieE:s te the same leYel efSetaH 
as asseeiateG wHH the Faeiliiy. Aeeerdingly, the Cefttfaet will previele a meehanism where13y the OP:.'\ 
·Nill ElifeetJy pay fer all eests asseeiateel with the eleetrieal anel HaMal gas inteFeeBHeetieas iRa marmer 
that will not sulljoet TCE te eanyiHg sests. Fer tho gas eomeetien this will iHe!u~e all eests paid te the 
!seal gas aistrieution eemp"")' ("LDC') that is assesiato~ with the eenneetiea te thel'etentiall'rejost 

from the LDC ins!a~ing a eentril>utien in aid te een-stiea ("Clt.C") an~ tCffflinatiHg at the 
~-arsatien between thol'eteatial Prejeet an~ the LDC sa thel'etsntiall'rejee! site. Fer the e!estrieal 

senneetiea this ·.v:ill iseku:le all easts assaeiateel with t:he elesiga eagineeFing, sasstruetias and 
eammissianiag afthe e1eetrieal faeiHHes BeHreeH the high valtage siBe efthe PeteBtiaJ PFejeet S"tfiteflyar8 

ami the_ f!Siet ef eeasssties te the Hj·dFe Qse transmissiea system iseJ.aelisg lanel and easemems if 
app!ieae!o. 



CONFIDENTIAL 
February 24~, 2011 

VP#4 Gas £!eli-very ~el }.fmiilgsmsat SeFI'iees ¢ests 

The Caa!Fas! "ill proviso that all gas eolivory ana managi!Hleftl Ser¥ieos eests will bo Ol<elHeee lfem tho 
NRR ana that sHeh sests will be pais fer by the OPt'. m a manner eaasisteftl .,;th the PertlaBes ACES ana 

llaltaa Hills CES CaH!Faets. 

VP#S Hot RovOHHe ReqHiromeatlaeeltiag Foetor ("NRRIF") setal 39% 

As a result efHtiliz.ing the :MP£ gas 1Hr8iaes in this Peten-tial Prejeet serviee, epemting eaSt is a matefialf:y 
larger part eHlle eeenemie pietHre anel aeeerelin.gly signi:Heaatly mere efTCB's eests are esea:la:tiflg. The 
peFtiea efTCB's eesfs suajeet te esea:latien is apJ3re,dmately 3Q% as eppeseei te tHe eT.ilTel'lt mru::im11m ef 
29%. f,eeereiagly the Cea!Faet will ae meeiJ.iee to ref! eel this higher prepertiea s..ajeet to esealatiaa by 

iaeefjleratiag a HRR±F efS9%. Speeifieally ia Soatiaa 1.1 ef6Jiliibit J afthe CeH!Faet tho NNRIF 
aefmitien ·.vill Be maeliHeEl te remeve the werels "betvn~S:B: G.QQ anEl Q.2Q". 

VP#6 Optiea to eJttsae Term 

l\s a meefiaaism fer reeevery efPeteBtial Prejeet eests, the eests inelffi'efi l3y TCE ·.vi:tll respeet te the 
Faeility ana TCB's antiei-patee finaaeial value efthe Or-iginal Cefffi:aet, the Ceftkaet willl9e ~remised en a 

3Q year teffil er fiFBmiseel ea a 2Q year tel'Hl with a unilatemleptien fer TCE te ~ftooel the ten=m efths 
Ceatraet, SH the same terms, eeHelitiens anelpriees, fer B:H aelelitieaallQ years. 

VP#? Capaeity Cheel< Test 

In an effert te mere aeeemtel)· refleet t:Be aetaad ea13aeffy eleliveFe8. te the Previnee efOntarie Seetien 
1§.8 (19) efthe Cefttl=aet willl9e me8.ffie8. te ref.leet a:vemge aml9ient temf)eraffi.fes B.uring eaeh seaseB. 

Speeifieally ia Seatiea!H (B) (i) replaee "?.9" ·oitb" S.8",;, Seetiaa IH (B) (ii) replaee "21.9" with 
"S.7", m SeetiaaiH (B) (iii) replaee "39.9" with "18.6", aae ia Sestiea IH (ll) (iv) replaee ''24.9" with 

~ 

VP#S Petential One Hear Run 
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February 24", 2011 

Maiatemanee eests asseeiatsE1 with the :MitsHl:lishi !Ieavy IaBustries M§QlG..'\C Fast £tart engiRs a:Fe 
sigaif.ieant anel predemiaBfltly elriveal9y ftl;lfflber sf starts. The Iegie eefttainefi £eetiea3 efE:ffiil3it Jte 

tfle NYR Cefft:met ean reselt in Impatea Predaetiea Intervals eRe heHr iB Eluratiea whereas tfle asseeiateS. 
reeeveF)· sf start eests is asslllE:eEl te Bs evsr twa helifS. In an eFfeFt te Feeegai:ze the uniEJ:He ata=:iSHtes ef 

th:ess eagines tas CeBtmst 'f\~H be me8ifieel te eassre the plaat is ooly deem eel en when pe·ser priees 
p•e,•iae fe• full ••ee¥ery efstrut eha<ges within an hem. Speeilieally SeotioR 3.1.1 Eii) Ea) A ofElohibit J 

of!ho Co!!lraet willl3e moailieel to fOffi0¥0 !he WOfe!S "§9% of'. 



CONFIDENTIAL 
February 24ili, 2011 

SCHEIWLEB:l 

Va:lue Prepesitien Inearperatien 

The \ral1;1e Prepesi-tiens eutliBeEi in Ssheffille B2 will Be ineefj3erateei. 

GD&M Pn.tinl Reeo'l'eF)' 

The }NR Ceffifaet inehteleel a previsien fer a f1Bffien eHRe Gas Distri.Sl:ltien ana ~.4aaagemeRt eests te Be 
reeeveFe8. via }lR:R anei ths rest te be reeeveruel via a side agresmeBt The sentraGt :far file Peteatial 

P-Fejeet vAll Be premised en all sests Being reeevereel via the side agreemeat as per VP# 4. There Bfe 
refereaees 1:l:Ifeegfteat the }lYR Centraet that will reEft!ire elsaH ap te r~eet this sitl:latiea. 

Seltedu.le 1"..: 

There may Be items in Seheehlle l ... efthis ImJ:!lementatieR Agreemeat that neeel te Be iaeer=pS:Fateel ffi.te 
the NYR .CeRtmet ineffiEiffig, Sffi a at limit eel te, the Emissiens Limits aBd BHTissien MeasHFeFBeBt 

Mothedeleg;,•. 

-. ;, 



Aleksandar Kojic 

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

Susan; 

Deborah Langelaan 
March 23, 2011 10:07 AM 
Susan Kennedy 
Michael Killeavy 
FIPPA protection for supplementary information 
MISC _11 0224_FIPPADesignation_DevelopmentCostSummary. pdf 

I have attached the designation letter we provided to TCE with respect to the binders they 
provided to the OPA containing copies of their sunk costs associated with OGS. The Ministry 
of Finance is conducting an audit of the costs on the OPA's behalf and there have been, and 
will continue to be, requests for additional information to support the costs. In your 
opinion, does the original designation letter apply to the supplementary information that is 
being provided by TCE? 

Deb 

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

MISC_110224_FIPPADesignation_DevelopmentCostSummary 

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. 

1 



ONTARI04, 
P.OWERAUTHORITY V . .. 

ONTARIO POWER AUTHORITY 
Designation Pursuant To Section 25.i3(3) of the Electricity Act, 1998 

ArticleL 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 purpose of section 17 of the Freedom of Information and Protection of Privacy Act, to be 
a record that reveals a trade secret or scientific, technical, commercial, financial or labour 
relations information, supplied in confidence implicitly or explicitly, the disclosure of which 
could reasonably be expected to prejudice significantly the competitive position or interfere 
significantly with the contractual or other negotiations of a person, group of persons, or 
organization. 

Article II. Effect of Designation 

Section 2.01 Section 17(J)(a) of the Freedom of Information and Protection of Privacy Act 
provides that a head shall refuse to disclose a record that reveals a trade secret or scientific, 
technical, commercial, financial or labour relations information, supplied in confidence hop licitly 
or explicitly, where the disclosure 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. 

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

Article ill. Designation 

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

I. TransCanada Oakville Generating Station Development Cost Summary -
Development Phase/Volume !/Project 2067945/February 24, 2011 

2. TransCanada Oakville Generating Station Development Cost Summary 
Implementation Phase/Volume 2/Project 2116164/Febrnary 24, 2011 

DATED this 24th day of February, 2011. 

Co~£? -
Chief Executive Officer 



Aleksandar Kojic 

From: 
Sent: 
To: 
Cc: 
Subject: 

Deborah Langelaan 
March 23,201110:21 AM 
'Elliot Smith (eSmith@osler.com)'; Michael Killeavy; Susan Kennedy 
JoAnne Butler; 'Rocco Sebastiane (rsebastiano@osler.com)' 
OGSUC 

***Privileged & Confidential*** 

TCE has provided the OPA with an UC in the amount of $30 million for their Completion and Performance Security under 
the OGS Contract. TCE's cost to maintain the UC is approximately $25,000/month and they have rolled this monthly cost 
into their OGS Sunk Costs. Given the circumstances, is TCE still obligated to provide the OPA with this security? 

Deb 

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 

1 



Aleksandar Kojic 

From: 
Sent: 
To: 
Cc: 
Subject: 

Micheal: 

Safouh Soufi [safouh@smsenergy-engineering.com] 
March 23, 2011 10:22 AM 
Michael Killeavy; ESmith@osler.com; Susan Kennedy 
Deborah Langelaan; gene.meehan@nera.com; Anshul Mathur 
RE: TCE Matter- OPA Counter-Proposal- Schedule A ..... 

There is nothing else as far as SMS is concerned. 

Thanks, 
Safouh 

-----Original Message-----
From: Michael Killeavy [mailto:Michael.Killeavy@powerauthority.on.ca] 
Sent: March 23, 2011 10:12 AM 
To: ESmith@osler.com; Susan Kennedy 
Cc: Deborah Langelaan; gene.meehan@nera.com; Anshul Mathur; safouh@smsenergy-engineering.com 
Subject: TCE Matter- OPA Counter-Proposal- Schedule A ..... 

*** Privileged & Confidential - Prepared in Contemplation of Litigation *** 

I spoke with George Pessione yesterday afternoon. He does not require dual-fire capability 
for the GT units. He does require a "must offer" 
covenant in the contract, though. Is there anything else that needs to be resolved to 
finalize Schedule A? 

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 

1 

I 



Aleksandar Kojic 

From: 
Sent: 
To: 

Michael Killeavy 
March 23, 2011 10:32 AM 
Deborah Langelaan 

Subject: Fw: TCE Matter- OPA Counter-Proposal- Schedule A ..... 

Can you please check in with Safouh to get an ETA on Schedule A? 

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: Safouh Soufi [mailto:safouh@smsenergy-engineering.com] 
Sent: Wedn·esday, March 23, 2011 10:22 AM 
To: Michael Killeavy; ESmith@osler.com <ESmith@osler.com>; Susan Kennedy 
Cc: Deborah Langelaan; gene.meehan@nera.com <gene.meehan@nera.com>; Anshul Mathur 
Subject: RE: TCE Matter'- OPA Counter-Proposal- Schedule A ..... 

Micheal: 

There is nothing else as far as SMS is concerned. 

Thanks, 
Safouh 

-----Original Message-----
From: Michael Killeavy [mailto:Michael.Killeavy@powerauthority.on.ca] 
Sent: March 23, 2011 10:12 AM 
To: ESmith@osler.com; Susan Kennedy 
Cc: Deborah Langelaan; gene.meehan@nera.com; Anshul Mathur; safouh@smsenergy-engineering.com 
Subject: TCE Matter- OPA Counter-Proposal- Schedule A ..... 

*** Privileged & Confidential - Prepared in Contemplation of Litigation *** 

I spoke with George Pessione yesterday afternoon. He does not require dual-fire capability 
for the GT units. He does require a "must offer" 
covenant in the contract, though. Is there anything else that needs to be resolved to 
finalize Schedule A? 

Michael 

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

1 



Aleksandar Kojic 

From: 
Sent: 

Deborah Langelaah 
March 23, 201110:51 AM 

To: Michael Killeavy; 'Elliot Smith (esmith@osler.com)'; 'Gene Meehan 
(gene.meehan@nera.com)' 

Cc: Anshul Mathur 
Subject: FW: Start-Up Costs 

FYI 

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: Safouh Soufi [mailto:safouh@smsenerqy-enqineerinq.com] 
Sent: March 22, 2011 5:56 PM 
To: Deborah Langelaan 
Subject: RE: Start-Up Costs 

Hello Deborah: 

I just want to clarify the Start-up Maintenance Cost that is given below. The range below includes a prorated annual fee 
which is typically part of the L TSA fixed costs. The cost per start is viewed as the variable cost of the L TSA. 

If the purpose of this information is to use in the counter offer, as Micheal kind of indicated on the phone this morning, 
then I suggest that the annual fee (i.e. the fixed cost) not be included. This brings the variable cost of the L TSA (i.e. cost 
of start-up) down to $15,000-$17,000 per start. Therefore, the start-up cost of the Potential Project, having two GT 
units, should fall within the range of $30,000- $34,000 per facility startup (something that we should confirm when we see 
the LTSA). 

I feel $30,000 would be a good figure to use in the counter offer. 

Thanks, 
Safouh 

From: Safouh Soufi 
Sent: March 21, 2011 6:04 PM 
To: Deborah Langelaan 
Subject: Start-Up Costs 

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

Hello Deborah: 

As discussed on the phone earlier today and as requested, please find below our estimate of the start-up costs for the 
Potential Project. 

1. Start-up Cost in MMBtu/Start-up: 350- 375 per unit for a total of 700- 750 for two units. This assumes the GT 
has fast start capability. 

2. Start-up Maintenance cost in $/Start-up: $18,000-$20,000. Unlike combined cycle, the LTSA for a simple cycle 
is often structured around a fixed annual payment in addition to a payment per start which is what our estimate is 
for. 

3. O&M cost $/MWh: $0.89- $1.09/MWh for a frame machine the size of 501GAC. This estimate is for the variable 
costs which, unlike fixed O&M costs, tend to be relatively low for simple cycle operation. 

1 



If you compare the above to TCE proposed Schedule 81, you will find that the pricing in Schedule 81 will assure TCE of 
additional revenue over and above the revenue resulting from the spread in heat rate and any other upside potential 
resulting from additional capacity. Based on the above and when using TCE prices, we estimate the PV of additional 
revenue over 20-year contract to be in the order of $40M (2011). 

Thanks, 
Safouh 

2 



Aleksandar Kojic 

From: 
Sent: 
To: 
Subject: 

Michael Killeavy 
March 23, 2011 10:55 AM 
Deborah Langelaan 
Re: Start-Up Costs · 

I'm in the ETM still. Can you make the revisions or ask Elliot to do it 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.killeavv@powerauthority.on.ca 

From: Deborah Langelaan 
Sent: Wednesday, March 23, 2011 10:50 AM 
To: Michael Killeavy; Elliot Smith (esmith@osler.com) <esmith@osler.com>; Gene Meehan (gene.meehan@nera.com) 
<gene.meehan@nera.com> 
Cc: Anshul Mathur 
Subject: FW: Start-Up Costs 

FYI 

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: Safouh Soufi [mailto:safouh@smsenergy-engineering.com] 
Sent: March 22, 2011 5:56 PM 
To: Deborah Langelaan 
Subject: RE: Start-Up Costs 

Hello Deborah: 

1 just want to clarify the Start-up Maintenance Cost that is given below. The range below includes a prorated annual fee 
which is typically part of the L TSA fixed costs. The cost per start is viewed as the variable cost of the L TSA. 

If the purpose of this information is to use in the counter offer, as Micheal kind of indicated on the phone this morning, 
then I suggest that the annual fee (i.e. the fixed cost) not be included. This brings the variable cost of the L TSA (i.e. cost 
of start-up) down to $15,000 - $17,000 per start. Therefore, the start-up cost of the Potential Project, having two GT 
units, should fall within the range of $30,000- $34,000 per facility startup (something that we should confirm when we see 
the LTSA). 
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I feel $30,000 would be a good figure to use in the counter offer. 

Thanks, 
Safouh 

From: Safouh Soufi 
Sent: March 21, 2011 6:04 PM 
To: Deborah Langelaan 
Subject: Start-Up Costs 

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

Hello Deborah: 

As discussed on the phone earlier today and as requested, please find below our estimate of the start-up costs for the 
Potential Project. 

1. Start-up Cost in MMBtu/Start-up: 350- 375 per unit for a total of 700- 750 for two units. This assumes the GT 
has fast start capability. 

2. Start-up Maintenance cost in $/Start-up: $18,000 - $20,000. Unlike combined cycle, the L TSA for a simple cycle 
is often structured around a fixed annual payment in addition to a payment per start which is what our estimate is 
for. 

3. O&M cost $/MWh: $0.89- $1.09/MWh for a frame machine the size of 501GAC. This estimate is for the variable 
costs which, unlike fixed O&M costs, tend to be relatively low for simple cycle operation. 

If you compare the above to TCE proposed Schedule 81, you will find that the pricing in Schedule 81 will assure TCE of 
additional revenue over and above the revenue resulting from the spread in heat rate and any other upside potential 
resulting from additional capacity. Based on the above and when using TCE prices, we estimate the PV of additional 
revenue over 20-year contract to be in the order of $40M (2011 ). 

Thanks, 
Safouh 
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Aleksandar Kojic 

From: 
Sent: 

Deborah Langelaan 
March 23,201111:05 AM 

To: 
Cc: · 
Subject: 

'Elliot Smith (esmith@osler.com)' 
Michael Killeavy 
FW: Start-Up Costs 

Elliot; 

Would you please incorporate Safouh's new estimate into the counteroffer? 

Thanks, 
Deb 

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

From: Safouh Soufi [mailto:safouh@smsenergy-enqineering.com] 
Sent: March 22, 2011 5:56 PM 
To: Deborah Langelaan 
Subject: RE: Start-Up Costs 

Hello Deborah: 

I just want to clarify the Start-up Maintenance Cost that is given below. The range below includes a prorated annual fee 
which is typically part of the L TSA fixed costs. The cost per start is viewed as the variable cost of the L TSA. 

If the purpose of t~is information is to use in the counter offer, as Micheal kind of indicated on the phone this morning, 
then I suggest that the annual fee (i.e. the fixed cost) not be included. This brings the variable cost of the L TSA (i.e. cost 
of start-up) down to $15,000 - $17,000 per start. Therefore, the start-up cost of the Potential Project, having two GT 
units, should fall within the range of $30,000-$34,000 per facility startup (something that we should confirm when we see 
the LTSA). 

I feel $30,000 would be a good figure to use in the counter offer. 

Thanks, 
Safouh 

From: Safouh Soufi 
Sent: March 21, 2011 6:04 PM 
To: Deborah Langelaan 
Subject: Start-Up Costs 

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

Hello Deborah: 

As discussed on the phone earlier today and as requested, please find below our estimate of the start-up costs for the 
Potential Project. 

1. Start-up Cost in MMBtu/Start-up: 350- 375 per unit for a total of 700- 750 for two units. This assumes the GT 
has fast start capability. 
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2. Start-up Maintenance cost in $/Start-up: $18,000 - $.20,000. Unlike combined cycle, the L TSA for a simple cycle 
is often structured around a fixed annual payment in addition to a payment per start which is what our estimate is 
for. 

3. O&M cost $/MWh: $0.89- $1.09/MWh for a frame machine the size of 501GAC. This estimate is for the variable 
costs which, unlike fixed O&M costs, tend to be relatively low for simple cycle operation. 

If you compare the above to TCE proposed Schedule B1, you will find that the pricing in Schedule .B1 will assure TCE of 
additional revenue over and above the revenue resulting from the spread in heat rate and any other upside potential 
resulting from additional capacity. Based on the above and when using TCE prices, we estimate the PV of additional 
revenue over 20-year contract to be in the order of $40M (2011 ). · 

Thanks, 
Safouh 
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Aleksandar Kojic 

From: Smith, Elliot [ESmith@osler.com] 
March 23, 2011 1:46 PM 
Deborah Langelaan 

Sent: 
To:· 
Cc: Michael Killeavy 
Subject: 

' 
RE: Start-Up Costs 

I thought we were going to leave this bulleted until we saw the L TSA? Was there further thinking on this point? 

Thanks 

- From: Deborah Langelaan [mailto:Deborah.Langelaan@powerauthority.on.ca] 
Sent: Wednesday, March 23, 201111:05 AM 
To: Smith, Elliot 
Cc: Michael Killeavy 
Subject: FW: Start-Up Costs 

Elliot; 

Would you please incorporate Safouh's new estimate into the counteroffer? 

Thanks, 
Deb 

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

From: Safouh Soufi [mailto:safouh@smsenergy-engineering.com] 
Sent: March 22, 2011 5:56PM 
To: Deborah Langelaan 
Subject: RE: Start-Up Costs 

Hello Deborah: 

1 just want to clarify the Start-up Maintenance Cost that is given below. The range below includes a prorated 
annual fee which is typically part of the L TSA fixed costs. The cost per start is viewed as the variable cost of the 
LTSA. 

If the purpose of this information is to use in the counter offer, as Micheal kind of indicated on the phone this 
morning, then I suggest that the annual fee (i.e. the fixed cost) not be included. This brings the variable cost of 
the L TSA (i.e. cost of start-up) down to $15,000- $17,000 per start. Therefore, the start-up cost of the Potential 
Project, having two GT units, should fall within the range of $30,000- $34,000 per facility startup (something that 
we should confirm when we see the L TSA). 

1 feel $30,000 would be a good figure to use in the counter offer. 

Thanks, 
Safouh 

From: Safouh Soufi 
sent: March 21, 2011 6:04PM 
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To: Deborah Langelaan 
Subject: Start-Up Costs 

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

Hello Deborah: 

As discussed on the phone earlier today and as requested, please find below our estimate of the start-up costs 
for the Potential Project. 

1. Start-up Cost in MMBtu/Start-up: 350- 375 per unit for a total of 700- 750 for two units. This assumes 
the GT has fast start capability. 

2. Start-up Maintenance cost in $/Start-up: $18,000- $20,000. Unlike combined cycle, the L TSA for a 
simple cycle is often structured around a fixed annual payment in addition to a payment per start which .is 
what our estimate is for. 

3. O&M cost $/MWh: $0.89- $1.09/MWh for a frame machine the size of 501GAC. This estimate is for the 
variable costs which, unlike fixed O&M costs, tend to be relatively low for simple cycle operation. 

If you compare the above to TCE proposed Schedule 81, you will find that the pricing in Schedule 81 will assure 
TCE of additional revenue over and above the revenue resulting from the spread in heat rate and any other 
upside potential resulting from additional capacity. Based on the above and when using TCE prices, we estimate 
the PV of additional revenue over 20-year contract to be in the order of $40M (2011 ). 

Thanks, 
Safouh 

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

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!egh~. confidentiel et 
soumis a des droits d'auteur. 11 est interdit de l'utiliser ou 
dele divulguer sans autorisation. 

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

From: 
Sent: 
To: 
Cc: 

Smith, Elliot [ESmith@osler.com] 
March23, 20111:46 PM 
Deborah Langelaan 
Michael Killeavy 

Subject: RE: Start-Up Costs 

I thought we were going to leave this bulleted until we saw the L TSA? Was there further thinking on this point? 

Thanks 

From: Deborah Langelaan [mailto:Deborah.Langelaan@powerauthoritv.on.ca]. 
Sent: Wednesday, March 23, 201111:05 AM · 
To: Smith, Elliot 
Cc: Michael Killeavy 
Subject: FW: Start-Up Costs 

Elliot; 

Would you please incorporate Safouh's new estimate into the counteroffer? 

Thanks, 
Deb 

Deborah Langelaan I Manager, Natural Gas Projects I OPA I 
Suite 1600- 120 Adelaide St. W. I Toronto, ON MSH 1T1 I 
T: 416.969.60S2 I F: 416.967.19471 deborah.langelaan@powerauthority.on.ca 1 

From: Safouh Soufi [mailto:safouh@smsenergy-engineering.com] 
sent: March 22, 2011 5:56PM 
To: Deborah Langelaan 
Subject: RE: Start-Up Costs 

Hello Deborah: 

I just want to clarify the Start-up Maintenance Cost that is given below. The range below includes a prorated 
annual fee which is typically part of the L TSA fixed costs. The cost per start is viewed as the variable cost of the 
LTSA. . 

If the purpose of this information is to use in the counter offer, as Micheal kind of indicated on the phone this 
morning, then I suggest that the annual fee (i.e. the fixed cost) not be included. This brings the variable cost of 
the L TSA (i.e. cost of start-up) down to $15,000- $17,000 per start. Therefore, the start-up cost of the Potential 
Project, having two GT units, should fall within the range of $30,000- $34,000 per facility startup (something that 
we should confirm when we see the L TSA). 

1 feel $30,000 would be a good figure to use in the counter offer. 

Thanks, 
Safouh 

From: Safouh Soufi 
sent: March 21, 2011 6.:04 PM 

1 



To: Deborah Langelaan 
Subject: Start-Up Costs 

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

Hello Deborah: 

As discussed on the phone earlier today and as requested, please find below our estimate of the start-up costs 
for the Potential Project. 

1. Start-up Cost in MMBtu/Start-up: 350- 375 per unit for a total of 700- 750 for two units. This assumes 
the GT has fast start capablli:t)!. 

2. Start-up Maintenance cost in $/Start-up: $18,000-$20,000. Unlike combined cycle, the LTSA for a 
simple cycle is often structured around a fixed annual payment in addition to a payment per start which is 
what our estimate is for. 

3. O&M cost $/MWh: $0.89- $1.09/MWh for a frame machine the size of 501 GAG. This estimate is for the 
variable costs which, unlike fixed O&M costs, tend to be relatively low for simple cycle operation. 

If you compare the above to TCE proposed Schedule B 1, you will find that the pricing in Schedule B 1 will assure 
TCE of additional revenue over and above the revenue resulting from the spread in heat rate and any other 
upside potential resulting from additional capacity. Based on the above and when using TCE prices, we estimate 
the PV of additional revenue over 20-year contract to be in the order of $40M (2011 ). 

Thanks, 
Safouh 

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

Le contenu du present courriel est privil8gi8, confidential et 
soumis a des droits d'auteur. ll est interdit de l'utiliser ou 
dele divulguer sans autorisation. 
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Aleksandar Kojic 

From: Michael Killeavy 
Sent: March 23, 2011 1 :50 PM 
To: 
Subject: 

'Smith, Elliot'; Deborah Langelaan 
RE: Start-Up Costs 

. . . 

That's what I thought, too, but it seems from Safouh's email that he's comfortable with the figure. We can discuss it 
some more tomorrow afternoon's teleconference. ' 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
120 Adelaide Street West, Suite 1600 
Toronto, Ontario 
M5H 1T1 
416-969-6288 
416-520-9788 (CELL) 
416-967-1947 (FAX) 

From: Smith, Elliot [mailto:ESmith@osler.com] 
Sent: March 23, 2011 1:46 PM 
To: Deborah Langelaan 
Cc: Michael Killeavy 
Subject: RE: Start-Up Costs 

I thought we were going to leave this bulleted until we saw the LTSA? Was there further thinking on this point? 

Thanks 

From: Deborah Langelaan [mailto:Deborah.Langelaan@powerauthority.on.ca] 
Sent: Wednesday, March 23, 2011 11:05 AM 
To: Smith, Elliot 
Cc: Michael Killeavy 
Subject: FW: Start-Up Costs 

Elliot; 

Would you please incorporate Safouh's new estimate into the counteroffer? 

Thanks, 
Deb 

Deborah Langelaan I Manager, Natural Gas Projects I OPA I 
Suite 1600 -120 Adelaide St. W. I Toronto, ON MSH 1T1 I 
T: 416.969.6052 I F: 416.967.19471 deborah.langelaan@powerauthority.on.ca 1 
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From: Safouh Soufi [mailto:safouh@smsenergy-engineering.com] 
Sent: March 22, 2011 5:56PM 
To: Deborah Langelaan 
Subject: RE: Start-Up Costs 

Hello Deborah: 

1 just want to clarify the Start-up Maintenance Cost that is given below. The range below includes a prorated 
annual fee which is typically part of the LTSA fixed costs. The cost per start is viewed as the variable cost of the 
LTSA. 

If the purpose of this information is to use in the counter offer, as Micheal kind of indicated on the phone this 
morning, then 1 suggest that the annual fee (i.e. the fixed cost) not be included. This brings the variable cost of 
the LTSA (i.e. cost of start-up) down to $15,000- $17,000 per start. Therefore, the start-up cost of the Potential 
Project, having two GT units, should fall within the range of $30,000- $34,000 per facility startup (something that 
we should confirm when we see the L TSA). 

1 feel $30,000 would be a good figure to use in the counter offer. 

Thanks, 
Safouh 

From: Safouh Soufi 
Sent: March 21, 2011 6:04 PM 
To: Deborah Langelaan 
Subject: Start-Up Costs 

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

Hello Deborah: 

As discussed on the phone earlier today and as requested, please find below our estimate of the start-up costs 
for the Potential Project. 

1. Start-up Cost in MMBtu/Start-up: 350- 375 per unit for a total of 700- 750 for two units. This assumes 
the GT has fast start capability. 

2. Start-up Maintenance cost in $/Start-up: $18,000 - $20,000. Unlike combined cycle, the L TSA for a 
simple cycle is often structured around a fixed annual payment in addition to a payment per start which is 
what our estimate is for. 

3. O&M cost $/MWh: $0.89- $1.09/MWh for a frame machine the size of 501 GAC. This estimate is for the 
variable costs which, unlike fixed O&M costs, tend to be relatively low for simple cycle operation. 

If you compare the above to TCE proposed Schedule 81, you will find that the pricing in Schedule 81 will assure 
TCE of additional revenue over and above the revenue resulting from the spread in heat rate and any other 
upside potential resulting from additional capacity. Based on the above and when using TCE prices, we estimate 
the PV of additional revenue over 20-year contract to be in the order of $40M (2011 ). 

Thanks, 
Safouh 

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

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

Le contenu du present courrieJ est privil9gi9, confidential et 
soumis a des droits d'auteur. II est interdit de l'utiliser ou 
dele divulguer sans autorisation. 
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Aleksandar Kojic 

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

Michael and Elliot; 

Deborah Langelaan 
March 23, 2011 3:36 PM 
Michael Killeavy; 'Elliot Smith (esmith@osler.com)' 
'Safouh Soufi'; Anshul Mathur; 'Rocco Sebastiane (rsebastiano@osler.com)' 
FW: Schedule A 
lA Sch A Technical Design Requirements_with OPA Comments_RevO.doc 

Please find attached the revised Schedule A 

Deb 

Deborah Lange/a an 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: Safouh Soufi [mailto:safouh@smsenergy-engineering.coml 
Sent: March 23, 2011 2:20 PM 
To: Deborah Langelaan 
Subject: Schedule A 

"Finally" 

Hello Deborah: 

Attached you will find Schedule A with comments and track changes enabled. I have copied all my previous comments 
on Schedule A to the document that TCE had revised and added some comments. 

You may want to ask Elliot Smith to review this document particularly the section on Ramp Rate requirement and 
Emissions. 

Thanks, 
Safouh 
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!IR.WT FOR BISCYSSIO~TSCHEDULE A 
General Technical Design RecjuirCIDents --~~~~~~~::~~~~~~~~::::::~~~::~::~~=: 

FacilityPotential Project . - .. ,_ - -·- --· ·-.· -.·-

The Jlf<lll9SSB Fasili!yPotential Project shall,!fl~,;tv,.n_l: __________________________________________________________ ,:,.,, 
(a) be a J;)gispatchable Ffaci_iity designed for maximum operational flexibilities. . ·-.<
(b) be a simple cycle configuration generating facility with fast start capabilitv. -------------------------- · 
(c) utilize Ggas (which has been defined as natural gas supplied by pipeline)~-iiieFf,ieC ___________ \ ·-.• 
(8) be Elesigaea, eeaslrustea ana e~em!ea ia eem~lianee vffih all relevaa! requiremea!s ef the \ 
Ma.lcs! Rules, !he Trausmissiea System Ceele, !he 9istrlbH!iea Sj·slem Ceae aael all ether laws \ 
ami regalatiaas, as aflfllisable 
(!!e) ffiliS!-comply with Section 6 (Generation Connection Criteria), as specified in the 'Ontario 
Resources and Transmission Assessment Criteria' document published by the IESO. JNTD: is 
this not covered by the Contract obligation to comply with applicable laws and regs?] (aaG 
available a! 
AssessmeatCriteriapelf). Fer gFeater sertaiRty, the f!FSfleSeei I£aeility 1m1st alse eem:flly with all 
ether reeruiremeats re.ferBBeeel thsreia ieelueiiHg that the prepeseEI Faeility mt:tst Be iH G91Rj3lianee 
with all a~~lisable G eaera!iea Faeili!y Re'!l'iremeats. 

Contract Capacity 
The Jlf<lll9SBB Cefl!raet FaeilityPotential Project lffi!Sl-will ]Je __ a __ single __ ge_~e_r.-tin_g.facility __ a!ld ______ _ 
Hlliffiwill 
(a) be abii:ia.provfcte·a-iiiiiiimiiiiiof~-MWai"35ii-6c-iirl<ieriiotii·N:·i-sysiem·c-oi-iiiiiiaris--
and N-1 Generating Facility Conditions simuitaneousiy:for-further-Cfaricy,'iiie-jliaiieise(fceiiiffist'::-. 
Feeili!yPotential Project must be designed to supply either transmission circuit (M20D or M21D) -._ ' 
at all times. Each unit must be able to supply either transmission circuit at all times; \ 
(b) [be able to provide a minimum of~_M\\'_at_329: 0~_1Jn_de_(l'l:2.~y_steiD.f'!!l<!!!\9!1Sil__ _____ _ 
(c) have a Season 3 Contract Capacity of no less than ~-"'(4_3.9_l_M)\';_011d ____________________________ _-:,-.,_ 
(d) have a Contract Capacity of no more than ~_M)VI_n_011Y_Se_as~n, __________________________ \ \ 
(e) IBliS!-have a Nameplate MVA Rating of no more than xxx [650] MVA INTD: there are no· .. · .. \ 
short circuit issues due to connection at 230 kV. so this item can be omitted.& .......... mm ........ m~ \\ 

... \ ', 

Electrical Connection \ \ 
The ~re~eseEI Ceatrae! Faeili!yPotential Project IBliS!-will be connected directly to the IESO- -._ ' 

. Controlled Grid via new double circuit 230 kV transniissiaii'1ii-ies.--[NoiWiiiisianding--the\ \ 
foregoing, a preJ3eseEl GeHtfaet FaeilityPotential Project may connect to a Local Distribution \ ., 
System for the purpose of providing Islanding Capability and still be eligible.] ·· ... 

-. 

· . 
·. 

J!!~- -~-~ ~-~·~. _c;_e~"*-_ F.~\l_i:!);Pote_ntial __ J>roje_ct _ .HIIJS! __ \Vill !J"ve_ _ "_ B.~Dilec::ti '!!1. ~ll9!!'! _ ~-, 
"RequiFed Cea&eetien Paints") located with a direct connection to the Hydro One circuits ·:>. 
M20D and M21D between the xxxth transmission tower (Tower #xx) leaving the Preston TS · -
connecting to the Galt TS. [Assumes TCE builds the transmission line to Boxwood] 

Operation Following a N-2 Contingency (Load Restoration)fdaes OW, waat this?] 

For load restoration the Potential Project will comply with the load restoration criteria the 
stipulated under Section 7 of ORTAC. the Ontario Resource and Transmission Assessment 
Criteria. The criteria are as follows: 
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amount of load in excess of 150 MW must be restored within 4 hours 
amount of load in excess of 250 MW must be restored within 30 minutes. 

Operational Flexibilities 

Fast Start Capability ______________________ ... ________ .. __________ . _____________ .. ________ ... ______________________ ..... /~>;~~-- Formatted: Underline 

Jh~. ~9~-~-t!¥~-J. ~f~i.~~-~-~~~-!>~. ~¥.<?!:! -~~~- ~-~~p. .'?~~~l:l.s.~ig~_ ~~-i~~- !!1.\l~_t_ ~~-~-~R~!~ .~f. f~~ ~t~:~l!~: .. ~-;~~-~- Formatted: Font: Not Bold 

Formatted: Font: Not Bold 

Ramp Rate Requirement _______ .. ________ .... ____________ . _________ ..... _____ .... ________ .. ___________ --------------'-> :j Formatted: Underline 
The Potential Project must be such that each combustion turbine is capable of ramping at a rate 
of 8%/min or more of its Base Load. A Contract Ramp Rate will be agreed on by the oarties to 
form part of Schedule B. Ramp rate stipulated in Schedule B will be subject to annual verification 
and shall form part of the capacitv check test. 

Turnaround Time Reauirement 
To be discussed. 

~~~c~~~~~d~~s~~b~~ POt6riti8i 'Pi-OiBCt IS- iiOt- rEiciUii-6Cf tO .iriCilide-bi8-Ck:.St8rt ·caiicibiiftV.SiriCS. tflB .. --·: :~-~-~ ~Fo;;;•:;;m;;•::"::•:;;d:;.: ;;Fo;;":;;'':.:B;:o;;ld:._~~~~~ 
- · - - - Formatted: Font: Bold 

generators can be run-up (fo11owing a N-2 contingency of the Preston Tap) using the Preston 
auto-transformer to maintain a synchronous connection to the system. 

---· ...... --·--------- .. ---------------------------- ... - -------------------- .... --------·····-------·-··· -·--.-- .. ------ ----------·. 

Emissions Requirements 
IR adaitieR te meeting all reEJairements set el.it iR the El'Wire:zmemal Prateetien Aet (Oatariej and 
regH!atieas !h""'HRaBl' (inelHaing On!afie RegH!atiea 41Ml!i Air PellutieH Leeal Air QHality), 
as 'Nell as the Millistry ef the Ba-vireRm:eftt's GuideliRe 2.\ 5, lrtmespflerie BmissieRs frem 
Statieaary CembHstieH Tart>ines (revised Mareh 1994), aml any etllsr regt~latery re<j-liirements te 
vffl.ieh !he prepesed Faeililj• may so sHbjee!, !he prepesed Faeililj• amst meet the speeifie 
limitatieas rsgareiiag air em-issieas set aut in this SestieR. 

Speeilleally, tThe prepesed Faeililj·Potential Project shall be such that its emissions shall not / 
exceeAA>H_st:•.,.iij li~!-'*"H.the_follo\¥iJ1g: _________________________________________ : _________________________________ /> 

(i)_-Nitrogen Oxides (NOx) in a concentration not tll"*__e){c<:e!l~_l_? __ p)l!ll_v __ (ba_se!l_u_p()n:':.----. 
Reference Conditions and 15% 02 in the exhaust gases on a dry volume basis) as \.'·
measured using the KWCG Emissions Measurement Methodology, and all as more \.'', 
particularly set out in the \\ 

-, KWCG Pealaag Generation Contract; ~er-----------'-------------------~--------------------------------, \ · 
(ii)_-Carbon Monoxide (CO) in a concentration ~ __ e){Ce_e;d~_i_Q.!i:_p_prn:v __ (ba_se!l_u_p()J?-_,\ \ 

Reference COnditions and 15% 02 in the exhaust gases on a dry volume basis) as •1 \ 
m~asured using the KWCG Emissions Measurement Methodology, and all as more ::\ \ 
particularly set out in the KWCG Pealciag Geaeratien Contract. \\. · 

TraasCanada TCE lffi!S!-will_p!o\'id<'_e_vi!I"!'ce JNTD: __ wlle.n?J t()_S'!PJl()r(_th_e_s_ta.te~_e_lllis~i()n_, \\:
levels ofNOx and CO in the form of a. signed certificate by an authorized representative of any \ \'· 

·of: (I) the original equipment manufacturer of the prepesed Faeility'sPotential Project's turbines, \ \ 
(2) the supplier or manufacturer of any post combustion emission control equipment utilized by · .. 
the prepesea FaeilityPotential Project, or (3) the engineering company responsible for the design ' 
of the prBj'lesed FaeilityPotential Project, which certificate must state that the prepesed 
FaeilityPotential Project, as designed, will operate within these stated limits for NOx and CO. 
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The KV!CG Peaking GBHemtiea Contract will require that the emission limits for NOx arid CO as 
specified in the Proposal, pursuant to this Section, be (i) incorporated into the ~repesea 
'Faeilit:y'sPotential Project's Environmental Review Report prepared as part of its envirorimental 
assessment process or otherwise reflected in its completed eilvironmental assessment, and (ii) 
ultimaiely reflected in the J3F9J39Sea Faeili!y'sPotential Project's application to the Ministry of the 
Environment for a Certificate of Approval (Air & Noise) Operating Penni!, together with a 
request that such limits be imposed as a condition in such certificate of approval. 

The emission limits for NOx and CO stated in the KWCG l'ealaag Gaasratiea Contract will fonn 
the basis of an ongoing operating requirement. _For greater certainty, the OPA is not requiring 
TFaasCanada TCE to adopt any specific facility design or utilize any particular control equipment 
with respect to air emissions, provided, however, that the I3FB13eseel FaeilityPotential Project must 
comply with the NOx and CO limits speeiliea ia See!iensset out above 

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

Equipment 
The Potential Project will be designed utilizing (2) Mitsubishi heavy Industries M501GAC Fast 
Start gas gas-fired combustion turbine generators Cthe "Generators"). with evaporative cooling 
and emission reduction equipment. Each Generator shall be nominally rated at [250] MW 
(measured at the Generator's cutout tenninals) new and clean, at ISO conditions. TCE shall 
negotiate the purchase contract for the Generators with the Generator vendor. lNTD: Is TCE 
negotiating a new contract with :MPS?J 

~o .. _ .. ·--- __ ..•••••. _ .•• --------. _ •• __ . _ --·-·· ________________________ ... _ ·········--------------------· _______ ..............•...•. -- Formatted: Font: (Default) Times 
New Roman, 11 pt 
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Aleksandar Kojic 

From: 
Sent: 
To: 

Michael Killeavy 
March 23, 2011 7:28 PM 
JoAnne Butler 

We are on schedule to finish the counter-proposal by end of day Friday at the latest. 

I was thinking it might be good to have Gene Meehan from NERA at Monday's TCE meeting. Are 
you alright with this? 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
126 Adelaide St. West, Suite 1600 
Toronto, Ontario, MSH 1T1 
416-969-6288 (office) 
416-969-6671 (fax) 
416-526-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 

1 



Aleksandar Kojic 

From: 
Sent: 
To: 
Subject: 

Michael Killeavy 
March 24, 2011 4:28AM 
JoAnne Butler 
Re: 

Yes. I will check with Elliot. Thx 

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

Original Message 
From: JoAnne Butler 
Sent: Wednesday, March 23, 2011 10:17 PM 
To: Michael Killeavy 
Subject: Re: 

Sure, as long as it does not interfere with any potential litigation, sounds fine to me ... 

JCB 

Original Message 
From: Michael Killeavy 
Sent: Wednesday, March 23, 2011 07:28 PM 
To: JoAnne Butler 

We are on schedule to finish the counter-proposal by end of day Friday at the latest. 

I was thinking it might be good to have Gene Meehan from NERA at Monday's TCE meeting. Are 
you alright with this? 

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

1 



Aleksandar Kojic 

From: 
Sent: 
To: 

Michael Killeavy 
March 24, 2011 9:34AM 
Deborah Langelaan 

Subject: RE: Two meetings scheduled with TCE 

It's going to be bad news. I'd rather deliver bad news here. What do you think? 

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

From: Deborah Langelaan 
Sent: March 24, 2011 9:33 AM 
To: Michael Killeavy 
Subject: RE: Two meetings scheduled with TCE 

That can be arranged but I'm curious why? 

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 IF: 416.967.19471 deborah.langelaan@powerauthority.on.ca 1 

From: Michael Killeavy 
Sent: March 24, 2011 9:32AM 
To: Deborah Langelaan; 'Rocco Sebastiane (rsebastiano@osler.com)'; 'Elliot Smith (esmith@osler.com)'; JoAnne Butler 
Cc: Anshul Mathur 
Subject: RE: Two meetings scheduled with TCE 

OK but we ought to meet them here, not at their offices. 

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

1 



416-520-9788 (CELL) 
416-967-1947 (FAX) 

From: Deborah Langelaan 
Sent: March 24, 2011 9:31 AM 

-----------

To: Michael Killeavy; Rocco Sebastiana (rsebastiano@osler.com); Elliot Smith (esmith@osler.com); JoAnne Butler 
Cc: Anshul Mathur 
Subject: Two meetings scheduled with TCE 

Yesterday you received two meeting notices from TCE and I thought it would be helpful to explain their purpose. Last 
week we decided to provide TCE with our counteroffer on Monday morning and meet with them that afternoon to walk 
through the offer. TCE may; however, feel they need a little more time to digest the contents of the offer before they're in 
a position to meet. Thus the two meeting times. 

Deb 

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

2 



Aleksandar Kojic 

From: 
Sent: 
To:· 
Subject: 

Yes. 

Michael Killeavy · 
March 24, 2011 9:38AM 
JoAnne Butler 
RE: 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
120 Adelaide Street West, suite 1600 
Toronto, Ontario 
M5H 1T1 
416-969-6288 
416-520-9788 (CELL) 
416-967-1947 (FAX) 

-----Original Message----
From: JoAnne Butler 
Sent: March 24, 2011 8:54 AM 
To: Michael Killeavy 
Subject: Re: 

Can you send me what you have on Friday and I can look at it before Monday? Thanks ... 

JCB 

Original Message 
From: Michael Killeavy 
Sent: Wednesday, March 23, 2011 07:28 PM 
To: JoAnne Butler 

We are on schedule to finish the counter-proposal by end of day Friday at the latest. 

I was thinking it might be good to have Gene Meehan from NERA at Monday's TCE meeting. Are 
you alright with this? 

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

1 



Aleksandar Kojic 

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

Deborah Langelaan 
March 24, 2011 9:51 AM 
Michael Killeavy; :Elliot Smith (esmith@osler.com)'; 'Safouh Soufi' 
'Rocco Sebastiana (rsebastiano@osler.com)'; Anshul Mathur; JoAnne Butler . 
FW: TransCanada OPA Replacement Project Negotiations- MPS Canada, Inc. ' L TSA 
Earthquake Event MPS Canada 20110311.pdf 

It is expected that MPS will provide the OPA with a copy of the L TSA on Monday and they have requested that the OPA 
designate the document as confidential under Section 25.13(3) of the Electricity Act. I have asked Susan to prepar10 the 
letter. You will see in John's comments below that they have requested we follow the same protocol as we did with their 
pricing proposal. I have been told that the decision to redact the L TSA is solely up to MPS and TCE expects they will 
redact portions but are hopeful that the pricing information will be provided intact. 

Also, MPS has provided TCE with a notice of force majeure resulting from the recent earthquake and tsunami. It's 
unclear what the effect of this will have on TCE since the manufacturing site of the turbines is at MPS's sole discretion. 

Deb 

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

From: John Mikkelsen [mailto:john mikkelsen@transcanada.coml 
Sent: March 23, 2011 3:17 PM 
To: Deborah Langelaan 
Cc: Terry Bennett; Geoff Murray 
Subject: TransCanada OPA Replacement Project Negotiations - MPS Canada, Inc. - LTSA 

Dear Deborah, 

Further to my voicemail this afternoon, we have received a response from MPS Canada, Inc. regarding status of the 
L TSA. MPS believes they should be able to provide the document by Monday March 28, 2011. 
The document would be provided in accordance with our previously defined protocol through your counsel. MPS has 
also requested the Ontario Power Authority designate the materials to be provided as confidential pursuant to Section 
25.13(3) of the Electricity Act. 

The title on the L TSA is "Long Term Service Agreement No. 7011 between TransCanada Energy Ltd. And MPS Canada, 
Inc. Dated July 7, 2009." 

Would you please consider provision of this designation to allow the MPS materials to be provided as expeditiously as 
possible. Please let me know if this description is sufficient for the purpose of the designation. 

Also please find attached Notice of Force Majeure from MPS Canada, Inc. with respect to the recent earthquake and 
tsunami that struck Japan on March 11, 2011. We have no additional information regarding the potential impact on our 
equipment or activities of MPS at this point in time. 

Please do not hesitate to call me should you have any questions regarding the above request, the L TSA or the FM notice. 

Best Regards, 

John Mikkelsen, P.Eng. 

1 



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. 
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MPS ConOdO, lrit:. • 1·6<7-344-S21.6 

March 11, 2011 

RE: catastrophic Earthquake in Japan, Force Majel!re·Eveiit 

To Our Valued Clients: 

As m_any of you are aware, on the.~fternoon of Marcf111, 2011 in Japan an 8.9 magnitude eo.rthquake 
struck the island nation north of the Tokyo area causing a catastrophic loss of life and property. This 
disaster, including the resultant tsunami, has resulted in a widespread shutdown offactories, power 
generation, processing facilities, and transportation systems_. Mitsubishi facilities and personnel and 
those of our suppliers in Japan are among those affected. Our company's focus is now on assisting the 
employees and theirfamilies impacted by this tragedy. , We are also beginning the task of assessing the 
extent of damage to facilities and impacts to our operations, including the resultant effects on our 
deliverable goods and services to our clients. 

As a result of this natural disaster, MPS Canada is notifying our clients of a ForcE'! Majeure event in 
accordance with the terms and conditions of our Contract. At this early stage, the extent of impacts to 
our commitments cannot be determined, however when enough information has been collected, we 
will provide our clients wit~ specific impacts and requests for relief. We will strive to recover from this 
disaster and resume our normal operations as quickly as possible with the safety of personnel 
considered foremost. We kindly ask for your patience and cooperation as we mcive forward from this 
tragedy. 

Sincerely, 

w~ 
Phil Prigge 
Project Manager 



Aleksandar Kojic 

From: 
Sent: 
To: 

Deborah Langelaan 
March 24; 2011 9:52AM 
Michael Killeavy 

Subject: FW: Two meetings scheduled with TCE 

I guess I've been over ruled. I will change the venue to our offices. 

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: JoAnne Butler 
Sent: March 24, 2011 9:45AM 
To: Michael Killeavy; Deborah Langelaan; 'rsebastiano@osler.com'; 'esmith@osler.com' 
Cc: Anshul Mathur 
Subject: Re: Two meetings scheduled with TCE 

Agreed ... 

JCB 

From: Michael Killeavy 
Sent: Thursday, March 24, 2011 09:31AM 
To: Deborah Langelaan; 'Rocco Sebastiana (rsebastiano@osler.com)' <rsebastiano@osler.com>; 'Elliot Smith 
(esmith@osler.com)' <esmith@osler.com>; JoAnne Butler 
Cc: Anshul Mathur 
Subject: RE: Two meetings scheduled with TCE 

OK but we ought to meet them here, not at their offices. 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
120 Adelaide Street West, Suite 1600 
Toronto, Ontario 
MSH 1T1 
416-969-6288 
416-520-9788 (CELL) 
416-967-1947 (FAX) 

From: Deborah Langelaan 
Sent: March 24, 2011 9:31AM 
To: Michael Killeavy; Rocco Sebastiana (rsebastiano@osler.com); Elliot Smith (esmith@osler.com); JoAnne Butler 
Cc: Anshul Mathur 
Subject: Two meetings scheduled with TCE 

1 



Yesterday you received two meeting notices from TCE and I thought it would be helpful to explain their purpose. Last 
week we decided to provide TCE with our counteroffer on Monday morning and meet with them that afternoon to walk 
through the offer. TCE may; however, feel they need a little more time to digest the contents of the offer before they're in 
a position to meet. Thus the two meeting times. 

Deb 

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

2 



Aleksandar Kojic 

From: 
Sent: 
To: 
Cc: 
Subject: 

Deb, 

Smith, Elliot [ESmith@osler.com] 
March 24, 2011 11 :40 AM 
Deborah Langelaan; Michael Killeavy; Susan Kennedy 
JoAnne Butler; Sebastiana, Rocco 
RE: OGSUC 

We certainly understand the OPA's desire to mitigate the costs associated with the termination of the OGS 
contract, but we do have some concerns with returning the LC. In particUlar, returning the LC would be a fact 
that could be admissible in potential litigation and may support TCE' s allegation that the contract has been 
repudiated. Conversely, the fact that they have not requested the return of the LC could support the OPA's 
position that we are negotiating a mutual termination. 

At this time, we would suggest waiting until after we meet with TCE and gauge their reaction to our proposal, 
when we'll have a better idea of where things stand. If the process is moving forward productively then there 
may be an opportunity to mitigate the LC costs as well as some of the interest costs. 

Elliot 

D 
Elliot Smith 
Associate 

416.862.6435 DIRECT 
416.862.6666 FACSIMILE 
esmith@osler.com 

Osler, Hoskin & Harcourt LLP 
Box 50, 1 First Canadian Place []00, "~· '""~ 

From: Deborah Langelaan [mailto:Deborah.Langelaan@powerauthority.on.ca] 
Sent: Wednesday, March 23, 2011 10:21 AM 
To: Smith, Elliot; Michael Killeavy; Susan Kennedy 
Cc: JoAnne Butler; Sebastiana, Rocco 
Subject: OGS L/C 

***Privileged & Confidential*** 

TCE has provided the OPA with an L!C in the amount of $30 million for their Completion and Performance 
Security under the OGS Contract. TCE's cost to maintain the L/C is approximately $25,000/month and they have 
rolled this monthly cost into their OGS Sunk Costs. Given the circumstances, is TCE still obligated to provide the 
OPA with this security? 

Deb 

1 



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 is privileged, confidential and subject to 
copyright. Any unauthorized use or disclosure is prohibited. 

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