
Aleksandar Kojic 

From: Michael Killeavy 
Sent: March 24, 2011 11:41 AM 
To: 
cc: 

'Smith, Elliot'; Deborah Langelaan; Susan Kennedy 
JoAnne Butler; 'Sebastiana, Rocco' 

Subject: RE:OGS UC 

Agreed. 

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.com] 
Sent: March 24, 201111:40 AM 
To: Deborah Langelaan; Michael Killeavy; Susan Kennedy 
Cc: JoAnne Butler; Sebastiana, Rocco 
Subject: RE: OGS l/C 

Deb, 
We certainly understand the OPA's desire to mitigate the costs associated with the termination of the OGS· 
contract, but we do have some concerns with returning the LC. In particular, returning the LC would be a fact 
that could be admissible in potential litigation and may support TCE's allegation that the contract has been 
repudiated. Conversely, the fact that they have not requested the return of the LC could support the OPA's 
position that we are negotiating a mutual termination. 

At this time, we would suggest waiting until after we meet with TCE and gauge their reaction to our proposal, 
when we'll have a better idea of where things stand. If the process is moving forward productively then there 
may be an opportunity to mitigate the LC costs as well as some of the interest costs. 

Elliot 

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 
Toronto, Ontario, Canada MSX 1 B8 
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From: Deborah Langelaan [mailto:Deborah.Langelaan@oowerauthority.on.ca] 
Sent: Wednesday, March 23, 201110:21 AM 
To: Smith, Elliot; Michael Killeavy; Susan Kennedy 
Cc: JoAnne Butler; Sebastiana, Rocco 
Subject: OGS L/C 

***Privileged & Confidential*** 

TCE has provided the OPA with an UC in the amount of $30 million for their Completion and Performance 
Security under the OGS Contract. TCE's cost to maintain the UC is approximately $25,000/month and they have 
rolled this monthly cost into their OGS Sunk Costs. Given the circumstances, is TCE still obligated to provide the 
OPA with this security? 

Deb 

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

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

Le contenu du present courriel est privilSgiE~, confidentiel et 
soumis a des droits d'auteur. II est interdit de l'utiliser ou 
de 1e divulguer sans autorisation. 

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

From: 
Sent: 
To:· 

Subject: 
Attachments: 

All, 

Smith, Elliot [ESmith@osler.com] 
March24, 2011 11:58 AM . . . . . . . . .. . 
Deborah Langelaan; Michael Killeavy; gene.meehan@nera.ccim; Anshul Mathur; Susan 
Kennedy · · · · · 
RE: Agenda for this morning's conference call 
#20297127v4_LEGAL_1_- DraftResponse to A Pourbaix Letter with Project Proposal. doc; 
Blackline- Draft Response to A Pourbaix Letter with Project Proposal. pdf 

I have attached a revised draft of the letter to TCE along with a blackline to the version previously circulated. 
Please note that I only made a few conforming changes to the Schedule "A" provided, as I believe there are a 
number of points in that Schedule that we need to discuss. Also, Rocco is still in the process of reviewing this 
so I may have some further revisions to incorporate prior to finalization. 

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 
[]a rio, Canada M5X 1 88 

From: Smith, Elliot 
Sent: Tuesday, March 22, 2011 9:27AM 
To: 'Deborah Langelaan'; Michael Killeavy; gene.meehan@nera.com; Anshul Mathur 
Subject: RE: Agenda for this morning's conference call 

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@powerauthority.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 today's conference call. 

Deb 

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 privilegie, confidentiel et 
SOUmis a_ des droits d'auteur. II est interdit de l'uU!iser OU 

de le divulguer sans autorisation. 
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DRAFT: MARCH 24, 2011 

PRIVILEGED, CONFIDENTIAL AND WITHOUT PREJUDICE 

Dear Mr. Pourbaix: 

Southwest GTA Clean Energy Supply Contract (the "Contract") between TransCanada 
Energy Ltd. ("TCE") and the Ontario Power Authority ("OPA") 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 cont$ed in 
the draft implementation agreement and schedules TCE provided to us, and find 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 ofratepayers. We have set out in Schedule "A" to this letter a technical description of 
the requirements of such a project. 

We would propose to enter into a contract with TCE 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 final form of 
contract (the "NYR Contract") included as part of the Northern York Region Peaking Generation 
Request for Proposals, subject to the changes set out below and necessitated by Schedule "A". 
The fmancial parameters of the Replacement Contract would be as set out in Schedule "B" to 
this letter. In consideration of the uncertainties in this proposed replacement project, we would 
include a mechanism in the Replacement Contract to adjust the NRR upon commercial 
operation, on the basis 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 
marmer, or if they are not issued in a timely marmer, that so long as the replacement 
project has been approved under Part II or Part ll.l of the Environmental Assessment Act 
or is the subject of(i) an order under section 3.1 or a declaration under section 3.2 of that 

· Act, or (ii) an exempting regulation made under that Act, such Planning Act approvals do 
not impede the development of the project. 

If this did not occur and as a result the project were to be delayed by the delays TCE 
encountered in the issuance of such Planning Act approvals, such delay would be 
considered an event of Force Majeure, and TCE would be entitled to recover its 
reasonable, out-of-pocket costs resulting from such delay, by way of a corresponding 
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increase in the Net Revenue Requirement (NRR). The amount of the increase in the NRR 
would be based on the same factor used in Schedule "C" to amortize capital cost over the 
term. In addition, the OP A would not have the right to terminate the Replacement 
Contract for such event of Force Majeure, unless the event of Force Majeure resulted in a 
delay that was greater than two years and the OP A paid TCE a termination amount of 
$50,000,000. 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 (net of any residual value) associated with the development of the 
Oakville Generating Station would be paid to TCE immediately upon its execution, 
provided that such amount shall not in any case exceed $37,000,000. 

3. Interconnection Costs. The Replacement Contract would provide that all out-of-pocket 
costs incurred by TCE for the electrical and natural gas interconnection of the 
replacement project would be reimbursed by the OP A. Such costs would be reimbursed 
on terms that are substantially the same as the terms set out in Section 1 of Exhibit S of 
the Accelerated Clean Energy Supply Contract between the OPA and Portland Energy 
Centre L.P. with the necessary conforming changes being made, provided that (i) there 
shall be no "Budgeted Costs" included in the NRR on account of such costs, (ii) 
references to the "Simple Cycle Operation Date" shall be replaced with references to the 
"Commercial Operation Date", and (iii) there shall be no "Excess HI Amount". 

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 fmalizing 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 [90]% 
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 [90]% but less than 100% of the applicable Seasonal Contract Capacity, a 
Capacity Reduction Factor would apply in accordance with the provisions of Exhibit J. 
[NTD: Appropriate threshold to be confirmed by SMS.] 

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 _1:20297127.4 



- 3 -

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 
review. For greater certainty, although this proposal is made in good faith, it remains subject to 
internal OP A approvals and does not constitute an offer capable of acceptance. 

Yours very truly, 

JoAnne Butler 

c. Colin Andersen, Ontario Power Authority 
Michael Killeavy, Ontario Power Authority 
Rocco Sebastiana, Osler, Hoskin & Harcourt LLP 

LEGAL_l :20297127.4 · 



SCHEDULE "A"- TECHNICAL REQUIREMENTS 

Replacement Project 

The replacement project shall: 

(a) be a dispatchable facility designed for maximum operational flexibilities; 

(b) be a simple cycle configuration generating facility with fast start capability; 

(c) utilize natural gas supplied by pipeline as the fuel; and 

(d) comply with Section 6 (Generation Connection Criteria), as specified in the 
'Ontario Resources and Transmission Assessment Criteria' document published 
by the IESO. [NTD: Is this not covered by the obligation to comply with 
applicable laws and regulations?] 

Contract Capacity 

The replacement project will be a single generating facility and will: 

(a) be able to provide a minimum of 250 MW at 35 °C under both N-1 System 
Conditions and N-1 Generating Facility Conditions simultaneously. For further 
clarity, the replacement 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 500 MW at 35 °C under N-2 System 
Conditions;] 

(c) have a Season 3 Contract Capacity of no less than 480 MW; 

(d) have a Contract Capacity of no more than 550 MW in any Season; and 

(e) have a Nameplate MVA Rating of no more than [650] MVA [NTD: There are 
no short circuit issues due to connection at 230 kV, so this item can be 
omitted.] 

Electrical Connection 

The replacement project will be connected directly to the IESO-Controlled Grid via new double 
circuit 230 kV transmission lines. [Notwithstanding the foregoing, a replacement project may 
also connect to a Local Distribution System for the purpose of providing Islanding 
Capability and still be eligible.] 

The replacement project will have a connection point located with a direct connection to the 
Hydro One circuits M20D and M21D between the [•Jth transmission tower (Tower #e) leaving 
the Preston TS connecting to the Galt TS. [NTD: This assumes TCE builds the transmission 
line to Boxwood.] 

LEGAL _1 :20297127.4 
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Operation Following a N-2 Contingency (Load Restoration) 

For load restoration, the replacement project will comply with the load restoration criteria 
stipulated under Section 7 of the Ontario Resource and Transmission Assessment Criteria. The 
criteria are as follows: 

• all load to be restored within_ 8 hours ... -··----_ 
• amount ofload in excess of 150 MW must be restored within 4 hours 
• amount ofload in excess of250 MW must be restored within 30 minutes. 

Operational Flexibilities 

1. Fast Start Capability. The replacement project must be such that each combustion 
turbine must be capable of fast start-up. 

2. Ramp Rate Requirement. The replacement 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 parties to form part of the Replacement 
Contract. Ramp rate stipulated in the Replacement Contract will be subject to 
annual verification and shall form part of a capacity check test.] 

3. 

4. 

5. 

Turnaround Time Requirement. To be discussed. 

Black Start Capability. The IESO advised that replacement project is not required to 
include black-start capability since the generators can be run-up (following a N-2 
contingency of the Preston Tap) using the Preston auto-transformer to maintain a 
synchronous connection to the system. 

Emissions Requirements. The replacement project shall be such that its emissions shall 
not exceed the following: 

(a) Nitrogen Oxides (NOx) in a concentration not exceeding 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; and 

(b) Carbon Monoxide (CO) in a concentration not exceeding 10 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. [NTD: What is the KWCG Emissions 
Measurement Methodology? What "Contract" is it set out in?] 

(c) TCE will provide evidence [NTD: when?] to support the stated emission levels of 
NOx and CO in the form of a signed certificate by an authorized representative of 
any of: (1) the original equipment manufacturer of the replacement project's 
turbines, (2) the supplier or manufacturer of any post combustion emission control 
equipment utilized by the replacement project, or (3) the engineering company 
responsible for the design of the replacement project, which certificate must state 

LEGAL_l:20297127.4 
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that the replacement project, as designed, will operate within these stated limits 
for NOx and CO. 

(d) The Replacement Contract will require that the emission limits for NOx and CO 
be (i) incorporated into the replacement 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 
replacement 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. 

(e) The emission limits for NOx and CO stated in the Replacement Contract will 
form the basis of an ongoing operating requirement. For greater certainty, the 
OP A 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 replacement project must comply with the NOx and CO limits set out 
above. 

6. Fuel Supply. The replacement project will obtain gas distribution services from Union 
Gas Limited, and TCE cannot by-pass Union Gas Limited. 

7. Equipment. The replacement project will be designed utilizing (2) Mitsubishi heavy 
Industries MSOI GAC Fast Start gas-fired combustion turbine generators (the 
"Generators"), with evaporative cooling and emission reduction equipment. Each 
Generator shall be nominally rated at [250] MW (measured at the Generator's output 
terminals) new and clean, at ISO conditions. TCE shall negotiate the purchase contract 
for the Generators with the Generator vendor. [NTD: Is TCE negotiating a new 
contract with MPS?] 

LEGAL _1:20297127.4 



SCHEDULE "B"- FINANCIAL PARAMETERS 

$ 12,839 I MW -month 

20% 

700 M:MBTU/start-up 

$ [30,000]/start-up (*please refer to the note below) 

$ [•J! MWb (*please refer to the note below) 

Season 1 

lo.42 
M:MBTU/MWh 

(BIN) 

OMW 

Season 2 

10.55 
M:MBTU/MWh 

(BIN) 

OMW 

Season 3 

10.66 
M:MBTU/MWh 

(BIN) 

OMW 

Season 4 

10.58 
M:MBTU/MWh 

(BIN) 

OMW 

*NOTE: These parameters will be determined following the OPA's review of the unredacted Long-Term 
Services Agreement between Mitsubishi Power System and TransCanada Energy Ltd. ("LTSA"). 
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SCHEDULE "C"- ADJUSTMENT METHODOLOGY 

1. The Net Revenue Requirement set out in Schedule "B" is based on an assumption that the 
capital cost to design and build the replacement project will be $425,000,000 (the "Target 
Capex"). So long as the actual cost to design and build the replacement project (the 
"Actual Capex") is within 3% higher or lower than the Target Capex, there shall be no 
adjustment in the NRR. If the Actual Capex is more than 3% higher or lower than the 
Target Capex, the NRR shall be adjusted on the following basis. For greater certainty, 
none of the other parameters set out in Schedule "B" is subject to adjustment. 

(b) 

(c) 

(d) 

LEGAL_1:20297127.4 

(i) The OPA's share of any difference between the Target Capex and the 
Actual Capex shall be determined as follows: 

OPA Share= (Actual Capex- Target Capex) x 0.50, provided that the 
OPA Share shall not exceed $37,500,000 

(ii) The adjusted capital cost ("Adjusted Capex") shall be equal to the OP A 
Share plus the Target Capex. For greater certainty, if the OPA Share is a 
negative number, the Adjusted Capex shall be less than the Target Capex. 

(iii) The adjusted NRR shall be equal to 4626.968162 plus 1.93219 x 10·5 

multiplied by the Adjusted Capex. 

The determination of the Actual Capex shall not include: (i) any costs being 
reimbursed by the OPA, including, without limitation, "Interconnection Costs" 
and "Oakville Sunk Costs", as set out above, (ii) any costs incurred by TCE that 
were not reasonably required to be incurred in order for TCE to fulfill its 
obligations under the Replacement Contract or that were not incurred in 
accordance with "Good Engineering and Operating Practices" (as such term is 
defined in the Contract), or (iii) any costs not substantiated to the reasonable 
satisfaction of the OPA. [NTD: This test should provide some measure of 
comfort about TCE's spending without the need for close oversight and 
approvals by the OPA.] 

The following costs shall be considered fixed components of the Target Capex not 
subject to change in determining the Actual Capex: 

Cost Fixed Price 

Main Turbine Original Costs (excluding change orders) $156,274,358 

Main Turbine Additional Scope (excluding change orders) $39,198,860 

[•J 

The determination of the Actual Capex shall be done through an "open book" 
process, such that all costs incurred by TCE in designing and building the 
replacement project shall be transparent to the OPA and fully auditable. Any 



-2-

dispute relating to the determination of the Actual Capex shall be resolved in 
accordance with the dispute resolution provisions of the Replacement Contract. 

(e) All dollar amounts referenced in this letter are in Canadian dollars, unless 
otherwise specified. 

(f) [NTD: Michael, in your memo you state that the included cost components 
for Actual Capex are to mirror those o( Target Capex. Is this intended to 
limit recovery to certain elements of Capex?] 
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DRAFT: MARCH ~M. 2011 

PRIVILEGED. CONFIDENTIAL AND WITHOUT PREJUDICE 

Dear ML Pourbaix: 

Southwest GTA Clean Energy Supply Contract (the "Contract") between TransCanada 
Energy Ltd. (<!TCE") and the Ontario Power-Authority ("OPA!') dated October9, 2009 --

We are writing to you in response to your letter to Colin Andersen, dated March I 0, 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 revfewed the proposal contained in­
the draft implementation agreement and schedules TCE provided to us, and find 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 to enter into a contract with TCE 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 final form of contract 
Cthe "NYR Contract") included as part of the Northern York Region Peaking Generation CentFaet 
(the "J>!YR Centfaet"), withRequest for Proposals. subject to the changes set out below and 
necessitated by Schedule "A". The financial parameters of the Replacement Contract would be as 
set out in Schedule "B" to this letter. As infermatien aeellt teein consideration of the uncertainties 
in this proposed replacement project maffifes, we would adjust tee finaneial parnmeters efinclude a 
mechanism in the Replacement Contract in aeeeraauee ·.vite tile metl!eaelegyto adjust the NRR 
upon commercial operation. on the basis 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 II.! 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 tile evellt efTCB eneeuntering* an event efFeree Majeure* If this did not occur and as a 
result sf a Elelaythe project were to be delayed by the delays TCE encountered in the 
issuance of such Planning Act approvals, such delay would be considered* an event of 
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Force Majeure*. and TCE would be entitled to recover its reasonable, out-of-pocket costs 
resulting from such delay, by way of a corresponding increase in the Net Revenue 
Requirement (NRR). The amount of the increase in the NRR would be based on the same 
factor used in Schedule "C" to amortize capital cost over the term. In addition, the OPA 
would not have the right to terminate the Replacement Contract for such event of Force 
Majeure, unless the event of Force Majeure resulted in a delaY that was greater than two 
years and the OPA paid TCE a termination amount of $f•3-;50.000~000. 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 (net of any residual value) associated with the development of 
the Oakville Generatieng Station would be paid to TCE immediately upon its execution~, 
provided that such amount shall not in any case exceed $37.000 000. 

3. Interconnection Costs. The Replacement Contract would iaelaae a meehaaism for the 
]'JRR te ae aajasteEI prier te eemmereial eperatiea te ineerjlerateprovide that all 
out-of-pocket costs incurred by TCE for the electrical and natural gas interconnection of 
the replacement project, plas aa ameaat te refleet the reaseaaale eest te TCE iH ameltiziag 
the reeevery ef these eests Ew:er the term][NTD: CaasiEier a)'l)'IFBfll'iate reeavery 
)'leriea.] ef the Replaeemeat CeBtraet EFer the gas eenneetiau, this waula ineluae all 
eests )'laid te the leeal gas aistributien eem)'lauy fthe "LDC") that aFe asseeiateE1111<ith 
the eenneetien ef the )'IFejeet frem the LDC, ineluaiug a eentributien in aia te 
eeustruetien, ana termina-ting at the aemarea-tiau betweeu the prejeet ana the LDC 
en the site ef the )'IFej eet. Fer the e)eetrieal eenneetien, this weula iueluae all eests 

4. 

5. 

6. 

asseeiatea with the design engineeriug, eenstruetien ana eemmissieniug ef the 
eleetrieal faeilities betweeu the high veltage side af the )'ll'ejeet switeliyara ana the 
)'leiut ef* eeuueetian ta the Hyare One *transmission system, ineluaing laud ana 
easements, if !IJ'l)'llieable.] would be reimbursed by the OPA. Such costs would be 
reimbursed on terms that are substantially the same as the terms set out in Section 1 of 
ExhibitS of the Accelerated Clean Energy Supply Contract between the OPA and Portland 
Energy Centre L.P. with the necessary conforming changes being made. provided that (i) 
there shall be no "Budgeted Costs" included in the NRR on account of such costs (ii) 

references to the "Simple Cycle Operation Date" shall be replaced with references to the 
"Commercial Operation Date". and (iii) there shall be no "Excess HI Amount". 

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 (liNRRJF.!!.), 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. 
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7. 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 r·~% 
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 Jess than 100% of the applicabie Seasonal Contract Capacity, a 
Capacity Reduction Factor would apply in accordance with the provisions of Exhibit J. 
[NTD: Appropriate threshold to be confirmed by SMS.J 

8. 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 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 review. 
For greater certainty. although this proposal is made in good faith. it remains subject to internal 
OPA approvals and does not constitute an offer capable of acceptance. 

Yours very truly, 

JoAnne Butler 

c. Colin Andersen, Ontario Power Authority 
Michael Killeavy, Ontario Power Authority 
Rocco Sebastiane, Osler, Hoskin & Harcourt LLP 
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SCHEDULE "A"- TECHNICAL REOIDREMENTS 

[NTll: TCE's "Value PraJlesiaens" ineluees a nate that Seheeule "1\!' te the J,\ sheule set 
eat the HJlJllieahle emissiens limits ane measurement metheeelagy. Te eantirm whether the 
OPf~ intenes te earry these Jlrevisiens ever fram the, Centraet.] 

Replacement Project 

The replacement nroject shall: 

(a) be a dispatchable facility designed for maximum operational tlexibilities: 

(b) be a simple cycle configuration generating facility with fast start capability: 

(c) utilize natural gas supplied by pipeline as the fuel: and 

(d) comply with Section 6 (Generation Connection Criteria). as specified in the 
'Ontario Resources and Transmission Assessment Criteria' document published by 
the IESO. !NTD: Is this not covered by the obligation to comply with 
applicable laws and regulations?! 

Contract Capacity 

The replacement project will be a single generating facility and will: 

(a) be able to provide a minimum of 250 MW at 35 °C under both N-1 System 
Conditions and N-1 Generating Facility Conditions simultaneously. For further 
claritv. the replacement project must be designed to supply either transmission 
circuit (M20D or M21 m at all times. Each unit must be able to supply either 
transmission circuit at all times: 

(b) fbe able to provide a minimum of 500 MW at 35 °C under N-2 Svstem 
Conditions:! 

(c) have a Season 3 Contract Capacitv of no less than 480 MW: 

(d) have a Contract Caoacitv of no more than 550 MW in any Season: and 

(e) have a Nameplate MVA Rating of no more than [6501 MY A fNTD: There are no 
short circuit issues due to connection at 230 kV. so this item can be omitted.! 

Electrical Connection 

The replacement project will be connected directly to the TESO-Controlled Grid via new double 
circuit 230 kV transmission lines. !Notwithstanding the foregoing. a replacement project may 
also connect to a Local Distribution System for the purnose of providing Islanding 
Capability and still he eligib!e.l 

The replacement project will have a connection point located with a direct* connection to the 
Hydro One *circuits M20D and M21 D between the [eJ'h transmission tower (Tower #e) leaving 
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the Preston TS connecting to the Galt TS. [NTD:- This assumes TCE builds the transmission 
line to Boxwood.] . . · · · · 

Operation Following it N-2 Contingency a,oad Restoration) 

For load restoration. the replacement project will comply with the load restoration criteria 
stipulated under ~ection 7 of the Ontario Resource arid Transmission Assessment Criteria. The 
criteria are as follows: 

• all load to be restored within 8 hours 
• amount ofload in excess of !50 MW must be restored within 4hours 
• amount of load in excess of250 MW must be restored within 30 minutes. 

Operational Flexibilities 

1. Fast Start Capability. The replacement project must be such that each combustion turbine 
must be capable of fast start-up. 

2. Ramp Rate Requirement. The replacement project must be such that each combustion 
turbine is capable oframping at a rate of 8%/min or more of its Base Load. [A Contract 
Ramp Rate will be agreed on by the parties to form part of the Replacement 
Contract. Ramp rate stipulated in the Replacement Contract will be subject to 
annual verification and shall form part of a capacity check test.] 

3. Turnaround Time Requirement. To be discussed. 

"'0 ~4;,. =~Bm;la1Jci!kb;;Sl!tl!art!J=,J,C.!a!.lp!laMb~i!!liJ>tv~:,.=Thbl!gedi.;;E.,;S!,l,Obiia!lid!J!vJiis!J;eiMd=t\l!h!&al=t J,r>JePI4!1!&aJ<Ce>Jm~egntyp~rol4!j!l;e,.ctl=liis!dlngotl=!dre!<la!luMir!Je~dbt!\lo 
include black-start capability since the generators can be run-up (following a N-2 

(]) conting-ency of the Preston Tap) using the Preston auto-transformer to maintain a 
bJ) synchronous connection to the system. 

(]) ;<,5,.. =~E!!4lmJJi~ss~iilJO:!Jn~s='R~e\1!a\tu!!i\!r:!ie!!m!le<!n!!t~s . .d.TMhgeJ,rgepgl!iia~cgem!!Jl;ei!Jnl=t JiP:!JrOJJi£e!i:ctbs>MhMaul!.l gbge.!ls:l!ugch~th"'a~t,.i"ts~em!!Mis!llsM!ioJJnJisi:si:MhJlallill 
,........( not exceed the following: 
·~ > 
·~ 
~ 

~ 

~ 
r'"H 
~ 
~ 

Q 

(a) Nitrogen Oxides CNOx) in a concentration not exceeding 15 ppmv Chased 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: and 

(b) Carbon Monoxide (CO) in a concentration not exceeding 10 ppmv (based upon 
Reference Conditions and 15% 02 in the exhaust gases on a drv volume basis) as 
measured using the KWCG Emissions Measurement Methodology. and all as more 
particularly set out in the Contract. [NTD: What is the KWCG Emissions 
Measurement Methodology? What "Contract" is it set out in?J 

(c) TCE will provide evidence lNTD: when?J to support the stated emission levels of 
NOx and CO in the form of a signed certificate by an authorized representative of 
any of: (]) the original equipment manufacturer of the replacement project's 
turbines. (2) the supplier or manufacturer of any post combustion emission control 

LEGAL_l;~2o2971214 



-3-

equipment utilized by the replacement proiect. or (3) the engineering company 
responsible for tbe design of the replacement project. which certificate must state 
that the replacement project as designed. will operate within these stated limits for 
NOxandCO. 

(d) The Replacement Contract will require that the emission limits for NOx and CO be 
(j) incoroorated into the replacement project's Envimnmental Review Report 
prepared as part of its environmental assessment process or otherwise reflected in 
its completed environmental assessment. and (ii) ultimately reflected in the 
replacement project's application to the Ministry of the Environment for a 
Certificate of Approval (Air & Noise) Operating Permit. together witb a request 
that such limits be imposed as a condition in such certificate of approval. 

(e) The emission limits for NOx and CO stated in the Replacement 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 
replacement project must comply with the NOx and CO limits set out above. 

6. Fuel Supply. The replacement project will obtain gas distribution services from Union 
Gas Limited. and TCE cannot by-pass Union Gas Limited. 

7. Equipment. The replacement project will be designed utilizing (2) Mitsubishi heavy 
Industries M501 GAC Fast Start gas-fired combustion tnrbine generators (the 
"Generators") with evaporative cooling and emission reduction equipment. Each 
Generator shall be nominally rated at [2501 MW (measured at the Generator's outout 
terminals) new and clean. at ISO conditions. TCE shall negotiate the purchase contract for 
tbe Generators witb the Generator vendor. !NTD: Is TCE negotiating a new contract 
with MPS?l 
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SCHEDULE "B"- FINANCIAL PARAMETERS 

Net Revenue Reguirrn:~ent $ 12,832 I MW-mQnll:J 

Net Revenue 20% 
Regnirement lndexina 
Eacl!u: 

Annnal AYera~ Contract SOOMW 

CaDaciD;; 

Nameglate Ca;caci~ [e]MW 

Start-IJQ Gas for the 700 MMBT!Jistart-up 
Contract Eacili~ 

Start-Im Maintenance Cost $ [30,000]/stmt-up (* please refer to the ngte below) 

Q&MCQsts $ [•JI MWh (* Qiease refer to the nQte bejgw) 

QR Cnst $ [•JI MWh (* Qiease refer tQ the nQte be!oll() 

Season 1 Season 2 Season 3 StasQn 4 

Contract Heat Rate 10.42 !0.55 10.66 10.58 
MMBTU/MWh MMBI!J/MWh MMBT!J/MWh MMBTU/MWh 
~ ~ ~ ~ 

Contract CaRati~ [•JMW [•JMW r•JMW r•JMW 
Note: Subject to 
Schedule "A", ICE to 
determine SeasQnal 
CQntract Ca;Qacities so 
Jgng as the AACC is 
5QOMW 

lllnQBCC OMW ll.MY{ OMW ll.MY{ 
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*NOTE· These parameters will be determined following the OPA's review of the unredacted Long-Term 
Services Agreement between Mitsubishi Power System and TransCanada Energy Ud ("LTSA"). 



SCHEDULE ''C" ~ADJUSTMENT METHODOLOGY 

[NTil: E. Smith te EIFaft aEljastment methaElalagy llaseEI aH mema fram M. Killeavy.] 

I. The Net Revenue Requirement set out in Schedule "B" is based on an assumption that the 
capital cost to design and build the replacement project will be $425.000.000 (the "Target 
Capex"). So long as the actual cost to design and build the replacement project (the "Actual 
Capex") is within 3% higher or lower than the Target Capex. there shall be no adjustment 
in the NRR. If the Actual Capex is more than 3% higher or lower than the Target Capex. 
the NRR shall be adjusted on the following basis. For greater certainty, none of the other 
parameters set out in Schedule "B" is subject to adjustment. 

(b) 

(c) 

(d) 

(i) The OPA 's share of any difference between the Target Cap ex and the 
Actual Capex shall be determined as follows: 

OPA Share = (Actual Capex - Target Capex) x 0.50. provided that the 
OPA Share shall not exceed $37.500.000 

Cii) The adiusted capital cost ("Adiusted Capex") shall be equal to the OPA 
Share plus the Target Capex. For greater certainty, if the OPA Share is a 
negative number. the Adjusted Capex shall be less than the Target Capex. 

(iii) The adjusted NRR shall be equal to 4626.968162 plus 1:93219 x 10'5 

multiplied by the Adjusted Cap ex. 

The determination of the Actual Capex shall not include: (i) any costs being 
reimbursed by the OPA. including. without limitation. "Interconnection Costs" and 
"Oakville Sunk Costs". as set out above. (ii) any costs incurred by TCE that were 
not reasonably required to be incurred in order for TCE to fulfill its obligations 
under the Replacement Contract or that were not incmTed in accordance with 
"Good Engineering and Operating Practices" (as such term is defined in the 
Contract). or (iii) any costs not substantiated to the reasonable satisfaction of the 
OPA. !NTD: This test should provide some measure of comfort about TCE's 
spending without the need for close oversight and anproyals by the OPA.l 

The following costs shall be considered fixed components of the Target Capex not 
subject to change in determining the Actual Capex: 

Cost Eixed Price 

Main Turbine Original Costs (excluding change orders) $156,274,358 

Main Turbine Additional Scope (excluding change orders) $39,198,860 

l!l 

The detePJlination of the Actual Capex shall be done through an "open book" 
process, such that all costs incurred by TCE in designing and building the 
replacement project shall be transparent to the OPA and fully auditable. Any 
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dispute relating to the determination of the Actual Capex shall be resolved in 
accordance with the dispute resolution provisions of the Replacement Contract. 

(e) All dollar amounts referenced in this Jetter are in Canadian dollars. unless 
othe1wise specified. 

(f) fNTD: Michael. in your memo you state that the included cost components for 
Actual Capex are to mirror those of Target Capex. Is this intended to limit 
recovery to certain elements of Capex?l 
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Aleksandar Kojic 

From: 
Sent: 

Michael Killeavy 
March 24, 2011 12:31 PM 
'Smith, Elliot'; Susan Kennedy To:· 

Cc: Deborah Langelaan; 'Safquh Soufi'; 'Gene.Meehan@NERA.com' 
Subject: 
Attachments: 

TCE Matter- OPA Counter-Proposal- Conversion of CAPEX into NRR Spreadsheet ..... 
OPA Counter-Proposal NRR Model 24 Mar 2011 COUNTER-PROPOSAL.xls 

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

Attached is the spreadsheet I used to derive the equation for converting Adjusted CAPEX into NRR. Please refer to the 
second tab entitled "Target Cost Adj." 

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-S20-9788 {CELL) 
416-967-1947 {FAX) 
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Target Costing Allocation of Actual CAP EX 

Target CAPEX = 

CAP EX Sharing: 

FINAL CAPEX = 

Overrun (Underrun) = 
OPAShare 
TCE Share 
Adjusted CAPEX = 

Initial NRR 
Final NRR 

Target CAP EX 

FINALCAPEX 

$300,000,000 
$325,000,000 
$350,000,000 
$375,000,000 

$400,000,000 
$425,000,QOO 
$450,000,000 

$475,000,000 
$500,000,000 

ADJUSTED CAPEX 

$348,750,000 
$357,500,000 

$366,250,000 
$375,000,000 

$387,500,000 

$400,000,000 
$412,500,000 

$425,000,000 
$437,500,000 

OPA 

TCE 

$300 
$325 
$350 
$375 
$400 

$425 
$450 
$475 

$500 

$349 
$358 

$366 
$375 

$388 

$400 
$413 

$425 
$438 

$375,000,000 

Overrun 

50% 

50% 

$500,000,000 
$125,000,000 

$62,500,000 
$62,500,000 

Underrun 

35% 

65% 

$437,500,000 Target CAPEX +.QPA Share 

$11,873 

$12,839 

$375,000,000 NRR = 

FINAL NRR 

$11,993 
$12,163 
$12,332 
$12,501 

$12,670 
$12,839 
$13,080 
$13,322 

$13,563 

m= 1.78219E-05 
b= 5185.205289 
FINAL NRR 

$11,365 
$11,535 

$11,704 
$11,873 

$12,114 
$12,356 

$12,597 

$12,839 
$12,839 

$11,873 

FITTED LINE 

$11,401 

$11,557 
$11,712 

$11,868 
$12,091 

$12,314 
$12,537 

$12,760 

$12,982 

$12,500 

$12,000 

$11,500 

$11,000 
$349 $358 $366 $375 $388 $400 $413 $425 $438 
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Baseline NRR calculation 

Adjusted CAPEXSpend: EJi'J!~}So'ri~Q_QO£vearly% Spend 
2009 $18 3% 
2010 $26 5% 
2011 $90 17% 
2012 $109 20% 
2013 $225 42% 
2014 $72 13% 100% 

$539 
Capital Cost Allowance: 

CCA Rate 
CapEx to Class 1 33% 4% 
CapExto Class 17 38% 8% 
CapEx to Class 48 29% 15% 

100% 
Inflation Factor (IFy} 2% 
NRR Index Factor (NRRIF} 20% 
Statutory Tax Rate 25% 
Plant Capacity (AACC} 

_.._. 
~0-~MW 

Equate ANR to INR => CSP is only revenue 
Total Plan Revenues= CSP = NRRy*AACC 
Total Plant Revenue= [(PNNRb}*(NRRIF}(Ify)J*AACC+[{PNNRb}*{l-NRRIF}]*AACC 
PNNRb =Project NRR ~ 

Assume $29 million/year in nor 
GO&M 
Calculate EBITDA 

$5,500,000 (2009 $1 
$10,000,000 (2011 $} 

EBITDA =Plant Revenues- Operating Costs ($29 million/year} 
Calculate CCA by allocating CAPEX to appropriate pools 
Determine tax payable= {EBITDA- CCA)*(statutorytax rate} 
Total cash flows= EBITDA- Taxes- CapEx 

First cash flow is august 1, 2009 
All others are July 1, 20XX 
UseXNPV 

TCE Cost of Capital 7.50% 

01-Aug-{)9 01-Jul-10 
% CAPEX Allocation to year 
Yearly CAPEX Spend 
Book Value of Capital 
Non-Indexed NRR 
Indexed NRR 
Total NRR 
REVENUES= CSP 

OPEX 
GD&M 
EBITDA 

3% 
$15,162,247 
$15,162,247 

Depreciation (Capital Cost Allowance) 

Taxes Payable 

5% 
$22,040,145 
$37,202,392 

01-Jul-11 
17% 

$77,380,632 
$114,583,024 

Total Cash Flow ($15,162,247} ($22,040,145} ($77,380,632} 

Final NRR 
Target OGS NPV 
XNPV for K-W Peaking Plant 

XNPV in 2012 plus spend 

XIRR 

$13,563. 
$50,000,000 
$50,000,000 

$33,877,891 

8.00% 

1 2 3 4 5 

01-Ju/-12 01-Jul-13 01-Jul-14 01-Jul-15 01-Jul-16 01-Jul-17 01-Jul-18 01-Jul-19 

20% 42% 13% 
$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 $307,232,275 

$10,851 $10,851 $10,851 $10,851 $10,851 

$2,713 $2,767 $2,822 $2,879 $2,936 

$13,563 $13,618 $13,673 $13,729 $13,787 

$81,380,082 $81,705,602 $82,037,633 $82,376,304 $82,721,749 

$6,193,893 $6,317,771 $6,444,127 $6,573,009 $6,704,469 

$10,824,322 $11,040,808 $11,261,624 $11,486,857 $11,716,594 

$64,361,867 $64,347,023 $64,331,882 $64,316,438 $64,300,686 

$20,141,875 $38,529,393 $35,173,483 $32,109,872 $29,313,102 

$11,054,998 $6,454,407 $7,289,600 $8,051,641 $8,746,896 

($93,100,315} ($193,069,952} ($61,746,709} $53,306,869 $57,892,615 $57,042,282 $56,264,797 $55,553,790 



6 7 8 9 10 11 12 13 14 15 16 17 18 19 20 21 22 23 24 25 

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-Jul-30 01-Jul-31 01-Jul-32 01-Jul-33 01-Jul-34 01-Jul-35 01-Jul-36 01-Jul-37 01-Jul-38 01-Jul-39 

$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 $71,488,824 $65,262,147 $59,577,814 $54,388,586 $49,651,341 

$10,851 $10,851 $10,851 $10,851 $10,851 $10,851 $10,851 $10,851 $10,851 $10,851 $10,851 $10,851 $10,851 $10,851 $10,851 $10,851 $10,851 $10,851 $10,851 $10,851 

$2,995 $3,055 $3,116 $3,178 $3,242 $3,307 $3,373 $3,440 $3,509 $3,579 $3,651 $3,724 $3,798 $3,874 $3,952 $4,031 $4,112 $4,194 $4,278 $4,363 

$13,846 $13,906 $13,967 $14,029 $14,093 $14,157 $14,224 $14,291 $14,360 $14~430 $14,502 $14,575 $14,649 $14,725 $14,803 $14,882 $14,962 $15,044 $15,128 $15,214 

$83,074,102 $83,433,503 $83,800,092 $84,174,012 $84,555,411 $84,944,438 $85,341,246 $85,745,989 $86,158,828 $86,579,923 $87,009,440 $87,447,548 $87,894,417 $88,350,224 $88,815,148 $89,289,369 $89,773,075 $90,266,456 $90,769,703 $91,283,016 

$6,838,559 $6,975,330 $7,114,836 $7,257,133 $7,402,276 $7,550,321 $7,701,328 $7,855,354 $8,012,461 $8,172,711 $8,336,165 $8,502,888 $8,672,946 $8,846,405 $9,023,333 $9,203,800 $9,387,876 $9,575,633 $9,767,146 $9,962,489 

$11,950,926 $12,189,944 $12,433,743 $12,682,418 $12,936,066 $13,194,788 $13,458,683 $13,727,857 $14,002,414 $14,282,462 $14,568,112 $14,859,474 $15,156,663 $15,459,797 $15,768,993 $16,084,372 $16,406,060 $16,734,181 $17,068,865 $17,410,242 

$64,284,618 $64,268,229 $64,251,512 $64,234,461 $64,217,069 $64,199,329 $64,181,235 $64,162,778 $64,143,952 $64,124,750 $64,105,164 $64,085,186 $64,064,808 $64,044,023 $64,022,822 $64,001,197 $63,979,140 $63,956,641 $63,933,693 $63,910,285 

$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 $6,820,765 $6,226,677 $5,684,333 $5,189,228 $4,737,246 

$9,381,172 $9,959,772 $10,487,537 $10,968,887 $11,407,854 $11,808,122 $12,173,051 $12,505,710 $12,808,901 $13,085,180 $13,336,881 $13,566,134 $13,774,884 $13,964,906 $14,137,822 $14,295,108 $14,438,116 $14,568,077 $14,686,116 $14,793,260 

$54,903,446 $54,308,457 $53,763,975 $53,265,574 $52,809,215 $52,391,208 $52,008,184 $51,657,067 $51,335,051 $51,039,570 $50,768,283 $50,519,052 $50,289,924 $50,079,116 $49,885,000 $49,706,089 $49,541,024 $49,388,564 $49,247,576 $49,117,025 



Target Costing Allocation of Actual CAP EX 

Target CAP EX= 

CAP EX Sharing: 

FINAL CAPEX = 

Overrun (Underrun) = 
OPAShare 
TCE Share 
Adjusted CAP EX= 

Initial NRR 
Final NRR 

Target CAP EX 

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 

ADJUSTED CAPEX 

$381,250,000 
$390,000,000 
$398,750,000 

$407,500,000 
$416,250,000 
$425,000,000 

$437,500,000 
$450,000,000 

$462,500,000 

OPA 

TCE 

$300 
$325 

$350 
$375 
$400 
$425 
$450 
$475 

$500 

$425,000,000 

Overrun Underrun 

50% 35% 

50% 65% 

.•..... $50o,i5g(},gl{Q.··· 

$75,000,000 
$37,500,000 
$37,500,000 

$462,500,000 Target CAP EX+ OPA Share 

$12,839 
$13,563 

$425,000,000 NRR = 

FINALNRR 

$11,993 
$12,163 
$12,332 

$12,501 
$12,670 
$12,839 
$13,080 
$13,322 
$13,563 

m= 

b= 
FINALNRR 

$11,993 

$12,163 
$12,332 
$12,501 

$12,670 
$12,839 

$13,080 
$13,322 

$13,563 

1.93219E-05 

4626.968162 

$12,839 

FITTED LINE 
$11,993 
$12,163 

$12,332 
$12,501 
$12,670 

$12,839 
$13,080 

$13,322 
$13,563 

$12,500 +---------...IF'-----------------1 

$12,000 +-~~-----------------------1 

$11,500 +--------------------------1 $10,423.54 

$11,000 +--~--~-~-~~-~---r---.----.--1 
.$300 $325 $350 $375 $400 $425 $450 $475 $500 
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Aleksandar Kojic 

From: 
Sent: 
To: 

Michael Killeavy 
March 24, 2011 3:05 PM 
'Smith, Elliot'; Susan Kennedy 

Cc: 
Subject: 

'Gene.Meehan@NERA.com'; Deborah Langelaan; 'Safouh Soufi' 
TCE Matter- OPA Counter-Proposal- Revised Financial Proposal ... 

Attachments: OPA Counter-Proposal NRR Model24 Mar 2011 COUNTER-PROPOSAL v2.xls· 

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

Based on our discussion today, with a new target CAPEX of $375 million, I have arrived at an NRR of $11,873/MW­
month. 

The new NRR adjustment equation is: 

NRR = 1.78219E-05 *Adjusted CAP EX+ 5185.205289 

Michael 

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

From: 
Sent: 
To: 
Cc: 

Smith, Elliot [ESmith@osler.com] 
March 24, 201 t 3:44 PM 
Michael. Killeavy 
Deborah Langelaan 

Subject: RE: TCE Matter- OPA Counter-Proposal- Revised Financial Proposal ·'· 

Michael, 
For your reference, attached is a stand-alone Schedule "C", which no longer forms part of the draft response to 
A Pourbaix. 

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 []'"" """' ~ ·~ 

From: Michael Killeavy [mailto:Michaei.Killeaw@powerauthoritv.on.ca] 
Sent: Thursday, March 24, 2011 3:05 PM 
To: Smith, Elliot; Susan Kennedy 
Cc: Gene.Meehan@NERA.com; Deborah Langelaan; Safouh Soufi 
Subject: TCE Matter- OPA Counter-Proposal - Revised Financial Proposal ... 

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

Based on our discussion today, with a new target CAP EX of $375 million, I have arrived at an NRR of 
$11,873/MW-month. 

The new NRR adjustment equation is: 

NRR = 1.78219E-05 *Adjusted CAP EX+ 5185.205289 

Michael 

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

Toronto, Ontario 
1 



MSH 1Tl 
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 privi!El!gil~. confidential et 
SOUmis 8 des droits d'auteur. ll est interdit de l'utiliser OU 
dele divulguer sans autorisation. 
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Aleksandar Kojic 

From: 
Sent: 
To: 

Michael Killeavy 
March 24, 2011 3:44 PM 
'ESmith@osler.com' 

Subject: Re: TCE Matter- OPA Counter-Proposal- Revised Financial Proposal ... 

Thank you. 

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

. Ontario Power Autbority. 
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: Smith, Elliot [mailto:ESmith@osler.com] 
Sent: Thursday, March 24, 2011 03:43 PM 
-To: Michael Killeavy 
Cc: Deborah Langelaan 
Subject: RE: TCE Matter- OPA Counter-Proposal - Revised Financial Proposal ... 

Michael, 
For your reference, attached is a stand-alone Schedule "C", which no longer forms part of the draft response to 
A. Pourbaix. 

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 []"' ~'~ -~ "' 

From: Michael Killeavy [mailto:Michaei.Killeaw@powerauthority.on.ca] 
Sent: Thursday, March 24, 2011 3:05 PM 

1 



To: Smith, Ellioti Susan Kennedy 
Cc: Gene.Meehan@NERA.comi Deborah Langelaani Safouh Soufi 
Subject: TCE Matter - OPA Counter-Proposal - Revised Financial Proposal •.• 

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

Based on our discussion today, with a new target CAP EX of $375 million, I have arrived at an NRR of 

$11,873/MW-month. 

The new NRR adjustment equation is: 

NRR = 1.78219E-05 *Adjusted CAP EX+ 5185.205289 

Michael 

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

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

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

Le contenu du present courriel est privil9gie, confidential et 
soumis a des droits d'auteur. II est interdit de l'utiliser au 
de le divulguer sans autorisation. 

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

From: 
Sent: 
To: 
Cc: 

Smith, Elliot [ESmith@osler.com] 
March 24, 2011 4:04 PM 
Michael Killeavy 
Deborah Langelaan 

Subject: RE: TCE Matter- OPA Counter-Proposal- Revised Fin<~nciaiProposal ... 
Draft Schedule C- Adjustment Methodology 20325513~1.DOC Attachments: 

TTWA. 

From: Smith, Elliot 
Sent: Thursday, March 24, 2011 3:44PM 
To: 'Michael Killeavy' 
Cc: 'Deborah Langelaan' 
Subject: RE: TCE Matter - OPA Counter-Proposal - Revised Financial Proposal ... 

Michael, 
For your reference, attached is a stand-alone Schedule "C", which no longer forms part of the draft 
response to A. Pourbaix. 

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 
~arlo, Canada M5X 188 

From: Michael Killeavy [mailto:Michaei.Killeaw@powerauthoritv.on.ca] 
Sent: Thursday, March 24, 2011 3:05 PM 
To: Smith, Elliot; Susan Kennedy 
Cc: Gene.Meehan@NERA.com; Deborah Langelaan; Safouh Soufi 
Subject: TCE Matter- OPA Counter-Proposal - Revised Financial Proposal ... 

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

Based on our discussion today, with a new target CAP EX of $375 million, I have arrived at an NRR of 

$11,873/MW-month. 

The new NRR adjustment equation is: 

NRR = 1.78219E-05 *Adjusted CAPEX + 5185.205289 

1 



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 privil8gi8, confidential et 
soumis a des droits d'auteur. ll est interdit de l'utiliser ou 
de le divulguer sans autorisation. 

********"*******"*********"**"'******"******************************* 
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DRAFT: MARCH 24, 2011 

SCHEDULE "C"- ADJUSTMENT METHODOLOGY 

1. The Net Revenue Requirement set out in Schedule "B" is based on an assumption that the 
capital cost to design and build the Replacement Project will be $375,000,000 (the 
"Target Capex"). So long as the actual cost to design and build the Replacement Project 
(the "Actual Capex") is within 3% higher or lower than the Target Capex, there shall be 
no adjustment in the NRR. If the Actual Capex is more .than 3% higher or lower than the 
Target Capex, the NRR shall be adjusted on the following basis. For greater certainty, 
none of the other parameters set out in Schedule "B" is subject to adjustment. 

(b) 

(c) 

(d) 

LEGAL_l:20325513.1 

(i) The OPA's share of any difference between the Target Capex and the 
Actual Capex shall be determined as follows: 

OPA Share= (Actual Capex- Target Capex) x 0.50, provided that the 
OPA Share shall not exceed $37,500,000 

(ii) The adjusted capital cost ("Adjusted Capex") shall be equal to the OPA 
Share plus the Target Capex. For greater certainty, if the OP A Share is a 
negative number, the Adjusted Capex shall be less than the Target Capex. 

(iii) The adjusted NRR shall be equal to 5185.205289 plus 1.78219 x 10-5 

multiplied by the Adjusted Capex. 

The determination of the Actual Capex shall not include: (i) any costs being 
reimbursed by the OPA, including, without limitation, "Interconnection Costs" 
and "Oakville Sunk Costs", as set out above, (ii) any costs incurred by TCE that 
were not reasonably required to be incurred in order for TCE to fulfill its 
obligations under the Replacement Contract or that were not incurred in 
accordance with "Good Engineering and Operating Practices" (as such term is 
defmed in the Contract), or (iii) any costs not substantiated to the reasonable 
satisfaction of the OPA. 

The following costs shall be considered fixed components of the Target Capex not 
subject to change in determining the Actual Capex: 

Cost Fixed Price 

Main Turbine Original Costs (excluding change orders) $156,274,358 

Main Turbine Additional Scope (excluding change orders) $39,198,860 

[•] 

The determination of the Actual Capex shall be done through an "open book" 
process, such that all costs incurred by TCE in designing and building the 
Replacement Project shall be transparent to the OPA and fully auditable. Any 
dispute relating to the determination of the Actual Capex shall be resolved in 
accordance with the dispute resolution provisions of the Replacement Contract. 



-2-

(e) All dollar amounts referenced in this letter are m Canadian dollars, unless 
otherwise specified. 

LEGAL_l:20325Sl3.1 



Aleksandar Kojic 

From: 
Sent: 

Smith, Elliot [ESmith@osler.com] 
March 24, 2011 5:27 PM 
Safouh Soufi To: 

cc: 
Subject: 

Deborah Langelaan; Michael Killeavy 
Temperature Requirements 

Safouh, 
I noticed that in your Schedule "A" the reqUired contract capacities must be achieved at 35 deg. C, but in the 
TCE draft, the temperature is only required to be 30 deg. C. The latter seems more consistent with OPA 
requirements since FM relieffor capacity test check typically occurs at 30 deg C. Do you know the origin is of 
this change? 

Thanks, 
Elliot 

Elliot Smith 
Associate 
416.862.6435 

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

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

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

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

From: 
Sent: 

Safouh Soufi [safouh@smsenergy-engineering.com] 
March 24, 2011 5:56 PM 

To: 'Smith, Elliot' 
Cc:· 
Subject: 

Deborah Langelaan; Michael Killeavy 
RE: Temperature Requirements 

Elliot: 

The 35 deg C originated from the OPA PSP [transmission Group]. We could still use 30 deg C but the power output must 
go up correspondingly. Do you want me to figure out the equivalent output at 30C? 

Now that you menti.oned FMrelief _at 30 _de9 C for capacity_ch<lck_ test, this brin9s up another issue for the r01mp rate test. 
Also we have to question the logic of having FM relief for a capacity test for simple cycle in or beyond a temperature 
range for which a simple cycle is most likely to be needed by the grid. Let me think about this and get back to you by 
tomorrow before our conference call/meeting. I may have a better solution that takes care of FM relief, what I call the 
capacity band (i.e. 90%) and ramp rate guarantee. 

Thanks, 
Safouh 

From: Smith, Elliot [mailto:ESmith@osler.com] 
Sent: March 24, 2011 5:27 PM 
To: Safouh Soufi 
Cc: Deborah Langelaan; Michael Killeavy 
Subject: Temperature Requirements 

Safouh, 
I noticed that in your Schedule "A" the required contract capacities must be achieved at 35 deg. C, but in the 
TCE draft, the temperature is only required to be 30 deg. C. The latter seems more consistent with OP A 
requirements since FM relief for capacity test check typically occurs at 30 deg C. Do you know the origin is of 
this change? 

Thanks, 
Elliot 

Elliot Smith 
Associate 
416.862.6435 

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

Le contenu du present courriel est privill§gie, confidential et 
soumis a des droits d'ai.rteur. II est interdit de l'utiliser ou 
de le divulguer sans autorisation. 

**********************************************----· 
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From: John Mikkelsen [mailto:john_mikkelsen@transcanada.com] 
Sent: March 24, 2011 5:00 PM 
To: Deborah Langelaan 
Cc: Geoff Murray; Terry Bennett; John Cashin 
Subject: Transcanada Potential Project Negotiations - Capital Cost Estimate Rev 5 February 17, 2011 

Dear Deborah, 

Further to the receipt of your designation letter of March 21, 2011 received today, please find attached capital 
cost estimate TransCanada Capital Cost Estimate titled "Capital Cost Estimate Boxwood Generation 
Statioil ... #157;, Rev.5 dated "Feb 17, 2011 ... #157;. 

Best Regards, 

John Mikkelsen, P.Eng. 

Director, Eastern Canada, Power Development 

TransCanada 

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

Tel: 416.869.2102 

Fax:416.869.2056 

Cell:416.559.1664 

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

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

Le contenu du pr~nt courriel est privil.ti:~confidentiel et 
soumis L:es droits d'auteur. II est interdit de l'utiliser au 
dele divulguer sans autorisation. 

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

3 



From: John Mikkelsen [mailto:john_mikkelsen@transcanada.com] 
Sent: March 24, 2011 5:00 PM 
To: Deborah Langelaan 
Cc: Geoff Murray; Terry Bennett; John Cashin 
Subject: TransCanada Potential Project Negotiations - Capital Cost Estimate Rev 5 February 17, 2011 

Dear Deborah, 

Further to the receipt of your designation letter of March 21, 2011 received today, please find attached capital 
cost estimate TransCanada Capital Cost Estimate titled "Capital Cost Estimate Boxwood Generation 
Station ... #157;, Rev.5 dated "Feb 17, 2011 ... #157;. 

Best Regards, 

Jcihn Mikkelsen, P.Eng. 

Director, Eastern Canada, Power Development 

TransCanada 

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

Tel: 416.869.2102 

Fax:416.869.2056 

Cell:416.559.1664 

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

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

Le contenu du pr~nt courriel est privii~Vconfidentiel et 
soumis ues droits d'auteur. II est interdit de l'utiliser ou 
de le divulguer sans autorisation. 

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

From: 
Sent: 
To: 
Cc: 
Subject: 

Michael Killeavy 
March 24, 2011 5:59 PM 
'safouh@smsenergy-engineering.com'; 'ESmith@osler.com' 
Deborah Langelaan 
Re: Temperature Requirements 

Let's use what PSP indicated. 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract l\f1anagement 
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: Safouh Soufi [mailto:safouh@smsenergy-engineering.coml 
Sent: Thursday, March 24, 2011 05:55 PM 
To: 'Smith, Elliot' <ESmith@osler.com> 
Cc: Deborah Langelaan; Michael Killeavy 
Subject: RE: Temperature Requirements 

Elliot: 

The 35 deg C originated from the OPA PSP [transmission Group]. We could still use 30 deg C but the power output must 
go up correspondingly. Do you want me to figure out the equivalent output at 30C? 

Now that you mentioned FM relief at 30 deg C for capacity check test, this brings up another issue for the ramp rate test. 
Also we have to question the logic of having FM relief for a capacity test for simple cycle in or beyond a temperature 
range for which a simple cycle is most likely to be needed by the grid. Let me think about this and get back to you by 
tomorrow before our conference call/meeting. I may have a better solution that takes care of FM relief, what I call the 
capacity band (i.e. 90%) and ramp rate guarantee. 

Thanks, 
Safouh 

From: Smith, Elliot [mailto:ESmith@osler.com] 
Sent: March 24, 2011 5:27PM 
To: Safouh Soufi 
Cc: Deborah Langelaan; Michael Killeavy 
Subject: Temperature Requirements 

Safouh, 
I noticed that in your Schedule "A" the required contract capacities must be achieved at 35 deg. C, but in the 
TCE draft, the temperature is only required to be 30 deg. C. The latter seems more consistent with OPA 

1 



requirements since FM relief for capacity test check typically occurs at 30 deg C. Do you know the origin is of 
this change? 

Thanks, 
Elliot 

Elliot Smith 
Associate 
416.862.6435 

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

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

From: Michael Killeavy 
Sent: March 24, 2011 9:25 PM 
To: Smith, Elliot; Susan Kennedy . 
Cc: Deborah Langelaan; gEme.meehan@nera.com; safouh@smsenergy-engineering.com; 

Andrew.Pizzi@NERA.com 
Subject: 
Attachments: 

TCE Matter- OPA Counter-Proposal -Corrected and Revised Financial Proposal ... 
OPA Counter-Proposal NRR Model24 Mar 2011 COUNTER-PROPOSAL v3.xls 

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

Andrew Pizzi di~covered a cut-and-paste error in the sensitivity analysis table used to 
derive NRR-Adj. CAPEX equation. I apologize for the confusion this error might have caused. 
Attached is the corrected spreadsheet. 

With the revised target CAPEX of $375 million, the NRR of $11,873/MW-month remains unchanged 
despite the cut-and-paste error. 

The NRR adjustment equation is, however, corrected to: 

NRR = 1.93201E-05 *Adjusted CAPEX + 4627.668956 

Andrew, could you please run the new target CAPEX through your NERA model to confirm the NRR 
and please also check the m and b parameters for the fitted line. 

Thanks, 
Michael 

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

Target CAPEX = 

CAP EX Sharing: 

FINAL CAPEX = 
Overrun (Underrun) = 
OPA Share 

TCE Share 

Adjusted CAP EX= 

Initial NRR 

Final NRR 

ADJUSTED CAP EX 

$348,750,000 
$357,500,000 
$366,250,000 
$375,000,000 
$387,500,000 
$400,000,000 
$412,500,000 
$425,000,000 
$437,500,000 

$437,500,000 

OPA 

TCE 

$375,000,000 

Overrun 

SO% 

50% 

. $500,000,000 

$125,000,000 
$62,500,000 
$62,500,000 

Underrun 

35% 

65% 

$437,500,000 Target CAP EX+ OPA Share 

m= 

b= 

$11,873 
$13,080 

FINAL NRR 

$11,365 
$11,535 
$11,704 
$11,873 
$12,114 
$12,356 
$12,597 
$12,839 
$13,080 

$13,080 

1.93201E-05 

4627.668956 
FITIED LINE 

$11,366 
$11,535 
$11,704 
$11,873 
$12,114 
$12,356 
$12,597 
$12,839 
$13,080 



Aleksandar Kojic 

From: 
Sent: 
To: 

Deborah Langelaan 
March 25; 2011 9:30AM 
Michael Killeavy 
Bonny Wong Cc: · 

Subject: FW: DRAFT: Terms of Reference for OPA-Special Audit 
Attachments: Draft Terms of Reference_2011_0PA Special Audit of Damages Payable to TransCanada 

Energy Ltd Mar 24.doc 

Importance: 
Sensitivity: 

Micbael; 

High 
Confidential 

Please find attached the Ministry of Finance's draft Terms of Reference for the OGS audit. Would you please provide 
your comments before noon on Monday? 

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@powerauthoritv.on.ca 1 

From: Speevak, Ted (AN) [mailto:Ted.Speevak@ontario.caJ 
Sent: March 24, 2011 3:52 PM 
To: Bonny Wong 
Cc: Deborah Langelaan; King, Richard (AN) 
Subject: DRAFT: Terms of Reference for OPA-Special Audit 
Importance: High 
Sensitivity: Confidential 

Privileged and Confidential 
Prepared in Contemplation of Litigation 

Hi- Bonnie: 

Attached is our Draft Terms of Reference (TOR) for the OPA-Special Audit. Kindly review the TOR 
and provide Richard with OPA's consolidated comments (i.e., yours & Deb's) by noon, Monday, 
March 28, 2011. 

Many Thanks; 

-Ted Speevak 

1 
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t?ontario 
Ontario Internal Audit Division 

Ontario Power Authority 
Special Audit of Damages Payable to TransCanada Energy Ltd. 

March, 2011 

CONFIDENTIAL- HIGH SENSITIVITY 

[A] 

[B] 

[C] 

[D] 

[E] 
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1'):-: 

t?ontario 
Ontario Internal Audit Division 

Ontario Power Authority 
Special Audit of Damages Payable to TransCanada Energy Ltd. 

[A] Background: 

March, 2011_ 
CONFIDENTIAL- HIGH SENSITIVITY 

In October 2009, the OPA signed a contract with TransCanada Energy Ltd. (TCE) to 
design, build and operate a 900 megawatt electricity generating station in Oakville over a 
20-year term. ~ 

The completion of this project was terminated at the directig&. Ministry of Energy of 
da:%P"---Ontario during October 2010 and the OPA has agreed t9012ayh1;:~E an amount in damages 

. ' k A I f h' ~%$- ~%·-rcE · 1n order to cover TCE s sun costs. s a resu t o t IS a[J_;;eemen~@j has abandoned 1ts 
court actions with the OPA. A' v ,, .. 

As of February 28, 2011, TCE has provided th!@W'A with 2 binders tha~~lude supporting 
documentation for the development and im~W'f4!ientation costs incurred~$~"'' p_ art of the 

0 • • ··~.@-. ~~ • • ·~$/· 

proJect. The total amount bemg claimed by T6ijas su~~sts IS approx1ma ely $37M as 
of February 28, 2011. These costs include intl'~i cos~which will continue to accrue 
overtime. iii?; ·y ." ., These amounts have not been audite'ait~itt%and havefBQ_t been validated as true "sunk 

,~ ·--~ ~ 
c?sts" by the OPA. _A ver!fication a~! ha5%1R~~r,~q~e~~- t? be completed by the 
Fmance Revenue Aud1t~ce Team (F~SC,T}~tne-&,W,j•stryi'gf Fmance. J'-' .. ~,'X~ 
[8] Engageme!pJkObJectlves, ,gnterJa an :;1,Scope 

• ~· r~" ~ 41.%im ~ Engagement Objecti'{~ ~ _ '"~-
The audit objectives a~$i_'o,"~g_viae"OpAf"n:fifnagernent with assurance that: 

/h~r,, '"'@',.. ""~'7 • • ' • 
~AT;JjexcQ§~~~bmi~~~"'by TCE to be paid b_y the _OPA meet the _d~fm1t1on of,"sunk 

#osts" (a~tabhsh~i4or the terms of th1s rev1ew) and are eligible for recovery 
"¥If by TCE. ,, ~.... . 

@W.The amounts cl.gTmed byJ?1>€E were incurred in relation to the contracted Oakville 
~- t" t t"~ ·,;genera mg s a IOJ;J;_@,"' 
···~ .. ·~ . . 

• Tl'i;~ehg1ble su_n~ costs submitted for recovery by TCE include adequate 
sup·~<frting doc~.pentation to verify the accuracy and existence of amounts 
I - '%.ff% 4f#W 

c a1meuf%»"'".MP'' '-f.y 
Definition of "sunk c~t": A cost that is incurred but not recoverable (in whole or in part). 
Not Recoverable, for the purpose of this review, refers to the inability of TCE to recover any 
or all of the costs incurred in any present or future undertaking. 

[Page 3 of6) Serving: Ontario Power Authority 

Draft for Discussion Only 
Privileged and Confidential 

Prepared in Contemplation of Litigation 
Thursday, March 24, 2011 



Ontario Internal Audit Division 
Ontario Power Authority 

Special Audit of Damages Payable to TransCanada Energy Lt~. 
March, 2011 

CONFIDENTIAL - HIGH SENSITIVITY 

Criteria 
The submitted costs: 

1. Meet the definition of "sunk cost"; 
2. Were incurred in relation to the planned Oakville Generating Station; 
3. Were reasonable in amount; and 
4. Were paid by TCE. 

Scope 
The scope of this review includes: 

• Review of the binders and supporting 
recovery of sunk costs. 

by TCE for 

• Review of any applicable 
correspondence, agreements, ev1ae11t 

terms, 
the terms 

of the costs being claimed by TCE '""'mnru 

• Scope of sample testing (including confirmed 
with management prior to tA<::'tinn 

• 

assume: 
o Thatthe 
o That 
0 

Interest during 

[Page 4 of&] 

job titles; 

information provided. It is 
incurred and related 

AWinn the labour costs, we 

project for stated number of hours and 

turn limit some planned audit procedures. For 
ArrlnlfivrnAint charge rates are based on the midpoint salary for 

specific compensation of the individual assigned to 
preserve the confidentiality of individual salaries. 

amount quoted as a cost incurred is not necessarily the 
paid and cannot be traced to the actual amount 

is out of scope of this review. 

Serving: Ontario Power Authority 

Draft £or Discussion Only 
Privileged and Confidential 

Prepared in Contemplation of Litigation 



Ontario Internal Audit Division 
Ontario Power Authority 

Special Audit of Damages Payable to TransCanada Energy Ltd. 
' March, 2011 

CONFIDENTIAL - HIGH SENSITIVITY 

[C) Engagement Approach, Methodology & Engagement Reporting 

Our engagement approach will include the following: 
• Obtain summary and detailed spreadsheets (in suitable Excel format) from TCE via 

the OPA contact. 
• Aggregate the sp. read. sheet data into categories (suc~,f abour costs, invoices, 

employee expenses, ... ). . I_ . 
• For each category, select a sample for rev1ew aglfequest the corresponding 

documents (invoices, receipts, evidence of payJ{Efrft:·~{rom TCE via· the OPA 
contact. Risk and sensitivity will be considere"~fn se1~6lfb9 the samples. For 
example, while employee expenses constittf~a very s~fil]~gortion of the total 
amount that TCE is claiming, these exp~Ef~re of a very seri'~,J,~ nature and the 
sampling "_"ill be adjusted accordi~gly. ~ •.. ' 

• Some aud1t procedures may requ1re asst_~tajlce fro~47~A Managemen~-
• Review the sample data and note any fiWcJtpgs fcnfcii~ussion with and follow-up by 

'%J3i 4!1!%1' OPA Management. ,· "':~jr 
• ~#$,. 
'-:~- .,,% 

[D] Key Stakeholders & Client Co6'tact~ -ib~. 
o o o N/00 ' ~~' '•' • • Michael K1lleavy, D1re~;<tgJ%;~ontract MaJlag~w.ent, Electpc1ty Resources 

01?:W .... ~ ''9:;'l-0, /.@r-o/ . ''".1/ffi?f': • • 
• Deborah LangelaanJkManag~-~atural G&-~l?roJects, Electnc1ty Resources 
• Bonny Wong, M~fe'r, Accci"lpting .• 

~ ~ ' ~-. ~4%%7%, • [E] Engagement T1m1n,g &Dehverable:r~ 'v 
~1!:~, ''"'$./ ""q'4P~ 
·-~~. Analy~J~,? •the TCEq~J;Q_Videdt~J?J.:eadsheets of the summary and detailed data would begin 

upop\tK~eceipt by F~\)T frb~9PA. As a category sample is selected for review, the 
I "'"'iii. 'II b d' Wd·· 'th tn".m'"'PA t t I 'th t f th d' se ecfloh. WI e 1scusse ?i,WI e;u con ac a ong WI a reques or e correspon 1ng 

categO'tYt~#t;:JPie docume'h'!yon (i~~~es •. rece~pts, eviden?G of paym~nts, ... ) that the OPA 
contact w111?&onvey to TCE~~.The pnont1zat1on Will also be discussed w1th OPA. 

·-~:@? x:~~ 

-~*- • 
In the interest'of?expe9i~r(ey, all of the category sample documentation requests will be 
conveyed beforeW'aef1:if~fng the review of the received sample documentation for a given 

'.r/..::'l'/,?'l'q-'.." 

category. As well, F~AST will review a category sample after all of the requested sample 
documentation has been received for the particular category. Category sample review may 
trigger further requests for information/data. 

Throughout the audit, FRAST will communicate with OPA staff and management to provide 
updates on a regular basis. Upon conclusion of the engagement, FRAST will prepare a 
draft report outlining our findings for discussion with OPA management at an exit meeting. 

[Page 5 of6] Serving: Ontario Power Authority 

Draft for Discussion Only 
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• 
• 

Ontario Internal Audit Division 
Ontario Power Authority 

Special Audit of Damages Payable to TransCanada Energy Ltd. 

Engagement Team 

Richard King- Senior Audit Manager 
Ted Speevak- Consultant 

March, 2011 
CONFII!ENTIAL- HIGH SENSITIVITY 
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Aleksandar Kojic 

From: 
Sent: 
To: 
Cc: 

Deborah Langelaan 
March 25, 2011. 10:42 AM 
Susan Kennedy 
Michael Killeavy 

Subject: 
Attachments: 

FW: TransCanada Potential Project- OGS Development Costs 
FIPPA protection for supplementary information 

Susan; 

TCE's counsel has determined that they require another designation letter to cover off the supplementary information 
provided regarding their sunk costs. Would you be so kind as to provide me with another letter? TCE's had kindly 
provided the description of the info~mation in their e-mail below. . .. __ _ 

. 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 IF: 416.967.19471 deborah.langelaan@powerauthoritv.on.ca 1 

From: John Mikkelsen [mailto:john mikkelsen@transcanada.com] 
Sent: March 25, 201110:01 AM 
To: Deborah Langelaan 
Subject: TransCanada Potential Project - OGS Development Costs 

Dear Deborah, 

On Wednesday we talked about whether there was a need to have supplementary materials provided to the OPA to 
respond to inquiries surrounding the OGS development costs designated as confidential pursuant to Section 25.13(3) of 
the Electricity Act. I don't know whether you have had an opportunity to discuss this with Susan, but it is our view that the 
current designation is specific to the two binders provided and a further designation will be required. My apologies, in 
that I should have expected this and considered a description originally which would have allowed supplementary 
supporting materials to be provided under the same designation. 

Would you please consider a designation letter for materials to be provided which could be described as follows? 

Supplementary inf«?rmation provided in support of the TransCanada Oakville Generating Station Development 
Cost Summary Development Phase- Project 2067945- February 24, 2011 and 
TransCanada Oakville Generating Station Development Cost Summary Development Phase- Project 2116164-
February 24,2011. 

Please do not hesitate to call me should you have any questions. 

Many thanks, 

John Mikkelsen, P.Eng. 

Director, Eastern Canada, Power Development 

TransCanada 

Royal Bank Plaza 
200 Bay Street 

1 



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

Tel: 416.869.2102 

Fax:416. 869.2056 

Cell:416.559.1664 

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

2 



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_FI PPADesignation_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 rece~v~ng 
certain types of file attachments. Check your e-mail security settings to determine how 
attachments are handled. 

1 



·ONTARIO ll., 
· POW!ER.4UTI:tORITV L# 

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

Article I. Authority for Designation 

Section 1.01 Section 25.13(3) of the Electricity Act, 1998 provides that a record that is 
designated by the Ontario Power Authority as confidential or highly confidential shall be deemed, 
for the 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(1)(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, fmancial or labour relations information, supplied in confidence implicitly 
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: 

!. TransCanada Oakville Generating Station Development Cost Summary -
Development PhaseN olume !/Project 2067945/February 24, 2011 

2'. TransCanada Oakville Generating Station Development Cost Summary 
Implementation PhaseNolume 2/Project 2116164/February 24, 2011 

DATED this 24th day of February, 201!. 

.· Co~~Q:;:.=. ~· ....,.~. ____ ... ,______ 

Chief Executive Officer 



Aleksandar Kojic 

From: 
Sent: 
To: 

Cc: 
Subject: 

Attachments: 

Deborah Langelaan 
March 25, 2011 11:04 AM 
'Elliot Smith (esmith@osler.com)'; 'Rocco Sebastiana (rsebastiano@osler.com)'; Michael 
Killeavy; 'Safouh Soufi'; 'Gene Meehan (gene.meehan@nera.com)' 
Susan Kennedy 
FW: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 
2011 . . .. 
Capital Cost Estimate Boxwood Generating Station_Rev 5_February 17, 2011.pdf 

***Privileged and Confidential*** 

Please find attached TCE's revised capital cost estimate for a peaking plaot in Cambridge. Although TCE bas reduced its 
CAP EX by -$118 MM we're still miles apart with our estimates. 

TCE decreased the following costs: 

1. Reduced Fuel gas connection charges to $0 (decrease of -$62 MM) 
2. Reduced Electrical connection charges by -$34 MM 
3. Reduced Insurance & Misc. by -$1 MM 
4. Reduced Project Uncertainties by -$20 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 1 F: 416.967.19471 deborah.langelaan@powerauthority.on.ca 1 

From: John Mikkelsen [mailto:john mikkelsen@transcanada.coml 
Sent: March 24, 2011 5:00 PM 
To: Deborah Langelaan 
Cc: Geoff Murray; Terry Bennett; John cashin 
Subject: TransCanada Potential Project Negotiations- capital Cost Estimate Rev 5 February 17, 2011 

Dear Deborah, 

Further to the receipt of your designation letter of March 21, 2011 received today, please find attached capital cost 
estimate TransCanada Capital Cost Estimate titled "Capital Cost Estimate Boxwood Generation Station", Rev.5 dated 
"Feb 17, 2011". 

Best Regards, 

John Mikkelsen, P.Eng. 

Director, Eastern Canada, Power Development 

TransCanada 

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

1 



Tel: 416.869.2102 

Fax:416.869.2056 

Cell:416.559.1664 

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

2 



CAPITAL COST ESTIMATE 

Boxwood Generating Station 
2 x 0 x 0 M501GAC-Fast 

Exclude Fuel Gas & HV Interconnections and OGS Sunk Cost 

O&M Mobilization 
Net Start-Up Energy 
Capital Maint. 
Site Purchase 

srr 

srr 

Boxwood 

39% 

2% 

41% 

3% 

44% 

3% 

1% 

3% 

1% 

2% 

3% 

6% 

' , 

Rev. a 
2011 

_ _ __ ~- _____ 1!1@.;~=--~-~:_:: ••J, 't_,!;..' ---~-~·:t1;:~..::'i" _"'\ __ ~-:_ __ ~S_l-'_:_:_ --~ 



Aleksandar Kojic 

From:· 
Sent: 
To: 
Cc: 

Smith, Elliot [ESmith@osler.com] 
March 25, 2011 12:21 PM 
Michael Killeavy; Susan Kennedy 
Deborah Langelaan 

Subject: RE: TCE Matter- OGS Sunk Costs ... 

Would this be included in the proposed NRR of $11,873, or would we be adding this on top? We 
may also want to consider whether to increase the $50MM termination applicable for extended 
permitting FM, since building the sunk costs into the NRR means they don't receive anything 
unless they achieve COD. 

nliot 

-----Original Message-----
From: Michael Killeavy [mailto:Michael.Killeavy@powerauthority.on.ca] 
Sent: Friday, March 25, 2011 12:17 PM 
To: Smith, Elliot; Susan Kennedy 
Cc: Deborah Langelaan 
Subject: TCE Matter - OGS Sunk Costs 

*** Privileged and Confidential - Prepared in Contemplation of Litigation *** 

It has been decided by high-placed folks that we cannot pay the OGS Sunk Costs separately. 
They need to be rolled into the NRR. 

Please make this change to the draft letter. I think we just revert back to the language in 
the initial draft. 

Thank you, 

Michael 

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

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

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. 

1 



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

From: Michael Killeavy 
Sent: 
To: 
Cc: 

March 25, 2011 12:29 PM 
'ESmith@osler.com'; Susan Kennedy 
Deborah Langelaan 

Subject: Re: TCE Matter - OGS Sunk Costs ... 

It will be an additional amount; Could we say that they would get the financial value of the 
OGS plus OGS Sunk Costs. 

In the modelling I will need to add $37M to the NRR back-solving calculation. 

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: Smith, Elliot [mailto:ESmith@osler.com] 
Sent: Friday, March 25, 2011 12:21 PM 
To: Michael Killeavy; Susan Kennedy 
Cc: Deborah Langelaan 
Subject: RE: TCE Matter - OGS Sunk Costs 

Would this be included in the proposed NRR of $11,873, or would we be adding this on top? We 
may also want to consider whether to increase the $50MM termination applicable for extended 
permitting FM, since building the sunk costs into the NRR means they don't receive anything 
unless they achieve COD. 

Elliot 

-----Original Message-----
From: Michael Killeavy [mailto:Michael.Killeavy@powerauthority.on.ca] 
Sent: Friday, March 25, 2011 12:17 PM 
To: Smith, Elliot; Susan Kennedy 
Cc: Deborah Langelaan 
Subject: TCE Matter - OGS Sunk Costs 

*** Privileged and Confidential - Prepared in Contemplation of Litigation *** 

It has been decided by high-placed folks that we cannot pay the OGS Sunk Costs separately. 
They need to be rolled into the NRR. 

Please make this change to the draft letter. I think we just revert back to the language in 
the initial draft. 

Thank you, 
1 



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: Michael Killeavy 
Sent: 
To: 
Cc: 

March 25, 2011 12:41 PM 
'ESmith@osler.com'; Susan Kennedy 
Deborah Langelaan 

Subject: Re: TCE Matter- OGS Sunk Costs ... 

I'll cut lunch short and try to get the modelling done before our afternoon meeting - the 
sensitivity analysis takes a bit of time. 

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: Smith, Elliot [mailto:ESmith@osler.com] 
Sent: Friday, March 25, 2011 12:21 PM 
To: Michael Killeavy; Susan Kennedy 
Cc: Deborah Langelaan 
Subject: RE: TCE Matter - OGS Sunk Costs 

Would this be included in the proposed NRR of $11,873, or would we be adding this on top? We 
may also want to consider whether to increase the $50MM termination applicable for extended 
permitting FM, since building the sunk c.osts into the NRR means they don't receive anything 
unless they achieve COD. 

Elliot 

-----Original Message-----
From: Michael Killeavy [mailto:Michael.Killeavy@powerauthority.on.ca] 
Sent: Friday, March 25, 2011 12:17 PM 
To: Smith, Elliot; Susan Kennedy 
Cc: Deborah Langelaan 
Subject: TCE Matter - OGS Sunk Costs 

*** Privileged and Confidential - Prepared in Contemplation of Litigation *** 

It has been decided by high-placed folks that we cannot pay the OGS Sunk Costs separately. 
They need to be rolled into the NRR. 

Please make this change to the draft letter. I think we just revert back to the language in 
the initial draft. 

Thank you, 

Michael 
1 



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: 
To: 
Cc: 

Smith, Elliot [ESmith@osler.com] 
March 25; 2011 12:43 PM 
Michael Killeavy; Susan Kennedy 
Deborah Langelaan 

Subject: RE: TCE Matter- OGS Sunk Costs ... 

Thanks. All we really need is the "m" value since we would take the Sunk Costs x "m" and add 
this to the proposed NRR. We know this amount will be approximately $37,000,000 (and is 
proposed to be capped at $37MM) so as long as the approximation works around this value we 
should be ok. 

-----Original Message-----
From: Michael Killeavy [mail to :Michael. K.illeavy@powerauthori ty·. on. ca] 
Sent: Friday, March 25, 2011 12:41 PM 
To: Smith, Elliot; Susan Kennedy 
Cc: Deborah Langelaan 
Subject: Re: TCE Matter - OGS Sunk Costs 

I'll cut lunch short and try to get the modelling done before our afternoon meeting - the 
sensitivity analysis takes a bit of time. 

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: Smith, Elliot [mailto:ESmith@osler.com] 
Sent: Friday, March 25, 2011 12:21 PM 
To: Michael Killeavy; Susan Kennedy 
Cc: Deborah Langelaan 
Subject: RE: TCE Matter - OGS Sunk Costs 

Would this be included in the proposed NRR of $11,873, or would we be adding this on top? We 
may also want to consider whether to increase the $50MM termination applicable for extended 
permitting FM, since building the sunk costs into the NRR means they don't receive anything 
unless they achieve COD. 

Elliot 

-----Original Message-----
From: Michael Killeavy [mailto:Michael.Killeavy@powerauthority.on.ca] 
Sent: Friday, March 25, 2011 12:17 PM 
To: Smith, Elliot; Susan Kennedy 
Cc: Deborah Langelaan 
Subject: TCE Matter - OGS Sunk Costs 
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*** Privileged and Confidential - Prepared in Contemplation of Litigation *** 

It has been decided by high-placed folks that we cannot pay the OGS Sunk Costs separately. 
They need to be rolled into the NRR. 

Please make this change to the draft letter. I think we just revert back to the language in 
the initial draft. 

Thank you, 

Michael 

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

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

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. 

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

2 



Aleksandar Kojic 

From: Michael Killeavy 
Sent: 
To: 
Cc: 

March 25, 2011 12:47 PM 
'ESmith@osler.com'; Susan Kennedy 
Deborah Langelaan 

Subject: Re: TCE Matter- OGS Sunk Costs ... 

It's alright- I'm pretty efficient with it now. You are correct- it just shifts·the curve 
up at the same slope c it's like an addition CAPEX input. 

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: Smith, Elliot [mailto:ESmith@osler.com] 
Sent: Friday, March 25, 2011 12:42 PM 
To: Michael Killeavy; Susan Kennedy 
Cc: Deborah Langelaan 
Subject: RE: TCE Matter - OGS Sunk Costs 

Thanks. All we really need is the "m" value since we would take the Sunk Costs x "m" and add 
this to the proposed NRR. We know this amount will be approximately $37,000,000 (and is 
proposed to be capped at $37MM) so as long as the approximation works around this value we 
should be ok. 

-----Original Message-----
From: Michael Killeavy [mailto:Michael.Killeavy@powerauthority.on.ca] 
Sent: Friday, March 25, 2011 12:41 PM 
To: Smith, Elliot; Susan Kennedy 
Cc: Deborah Langelaan 
Subject: Re: TCE Matter - OGS Sunk Costs 

I'll cut lunch short and try to get the modelling done before our afternoon meeting - the 
sensitivity analysis takes a bit of time. 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
120 Adelaide St. West, Suite 1600 
Toronto, Ontario, M5H 1T1 
416-969-6288 (office) 
416-969-6071 (fax) 
416-520-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 
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Original Message -----
From: Smith, Elliot [mailto:ESmith@osler.com] 
Sent: Friday, March 25, 2611 12:21 PM 
To: Michael Killeavy; Susan Kennedy 
Cc: Deborah Langelaan 
Subject: RE: TCE Matter - OGS Sunk Costs 

Would this be included in the proposed NRR of $11,873, or would we be adding this on top? We 
may also want to consider whether to increase the $56MM termination applicable for extended 
permitting FM, since building the sunk costs into the NRR means they don't receive anything 
unless they achieve COD. 

Elliot 

-----Original Message-----
From: Michael Killeavy [mailto:Michael.Killeavy@powerauthority.on.ca] 
Sent: Friday, March 25, 2611 12:17 PM 
To: Smith, Elliot; Susan Kennedy 
Cc: Deborah Langelaan 
Subject: TCE Matter - OGS Sunk Costs 

*** Privileged and Confidential - Prepared in Contemplation of Litigation *** 

It has been decided by high-placed folks that we cannot pay the OGS Sunk Costs separately. 
They need to be rolled into the NRR. 

Please make this change to the draft letter. I think we just revert back to the language in 
the initial draft. 

Thank you, 

Michael 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
126 Adelaide St. West, Suite 1666 
Toronto, Ontario, M5H 1T1 
416-969-6288 (office) 
416-969-6671 (fax) 
416-526-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 

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

This e-mail message is privileged, confidential and subject to copyright. Any unauthorized 
use or disclosure is prohibited. 
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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: Susan Kennedy 
Sent: March 25, 20111:48 PM 
To: Michael Killeavy; Deborah Langelaan 
Subject: Re: TCE rylatter- OPA Counter-Proposal- Revised Financial Proposal to Include OGS Sunk 

Costs in NRR ... 

Just an fyi- won't be at todayks mmeting. 

From: Michael Kil/eavy 
Sent: Friday, March 25, 2011 01:47 PM 
To: Smith,E/jiot <ESmith@osler.com>; Susan Kennedy 
Cc: Gene.Meehan@NERA.com <Gene.Meehan@NERA.com>; Deborah Langelaan; Safouh Soufi <safouh@smsenergy­
enqineering.com>; andrew.oizzi@nera.com <andrew.pizzi@nera.com> 
Subject: TCE Matter- OPA Counter-Proposal - Revised Financial Proposal to Include OGS Sunk Costs in NRR ... 

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

It was decided earlier today that cannot pay for the alleged OGS sunk costs separately. 
These costs need to be included into the NRR. I modelled this by adding the alleged OGS Sunk 
Costs ($37 M) to the OGS NPV Target ($50M) and then solved for NRR for the aggregate amount. 

The NRR increases to $12,887/MW-month. 

The intercept of the NRR adjustment equation (b) is , however, corrected to: 

NRR ; 1.93142E-05 * Adjusted CAPEX + 5644.131697 

Basically, the new NRR-Adj. CAPEX line is shifted upwards to reflect the increase. Andrew, 
could you please run the change through your NERA model to confirm the NRR and please also 
check the m and b parameters for the fitted line. 

Thanks, 
Michael 

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

From: 
Sent: 
To: 

Michael Killeavy 
March25, 2011 1.:50 PM 
Susan Kennedy 

Subject: RE: TCE Matter- OPA Counter-Proposal -Revised Financial Proposal to Include OGS Sunk 
Costs in NRR ... 

® 

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

From: Susan Kennedy 
Sent: March 25, 20111:48 PM 
To: Michael Killeavy; Deborah Langelaan 
Subject: Re: TCE Matter- OPA Counter-Proposal - Revised Financial Proposal to Include OGS Sunk Costs in NRR ... 

Just an fyi- won't be at todayks mmeting. 

From: Michael Killeavy 
Sent: Friday, March 25, 2011 01:47 PM 
To: Smith, Elliot <ESmith@osler.com>; Susan Kennedy 
Cc: Gene.Meehan@NERA.com <Gene.Meehan@NERA.com>; Deborah Langelaan; Safouh Soufi <safouh@smsenergy­
engineering.com>; andrew.pizzi@nera.com <andrew.pizzi@nera.com> 
Subject: TCE Matter- OPA Counter-Proposal - Revised Financial Proposal to Include OGS Sunk Costs in NRR ... 

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

It was decided earlier today that cannot pay for the alleged OGS sunk costs separately. 
These costs need to be included into the NRR. I modelled this by adding the alleged OGS Sunk 
Costs ($37 M) to the OGS NPV Target ($50M) and then solved for NRR for the aggregate amount. 

The NRR increases to $12,887/MW-month. 

The intercept of the NRR adjustment equation (b) is , however, corrected to: 

NRR = 1.93142E-05 *Adjusted CAPEX + 5644.131697 

Basically, the new NRR-Adj. CAPEX line is shifted upwards to reflect the increase. Andrew, 
could you please run the change through your NERA model to confirm the NRR and please also 
check the m and b parameters for the fitted line. 
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Thanks, 
Michael 

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

. 416-967-1947 (FAX) 
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Aleksandar Kojic 

From: 
Sent: · 
To: 

Safciuh.Soufi [safouh@smsenergy-engineering.com] 
March 25, 2011 3:19 PM · · · · .. · · . . .· · ·. · 
Deborah Langelaan; esmith@osler.com; Michael Killeavy 

Subject: RE: TransCanada Potential Project Negotiations- Capital Cost Estimate. Rev 5 February 17, 
2011 

Hello Elliot: 

The ramp rate figures for the Facility (two units) will be as follows: 

01:37,800 MW 
Q2: 35,800 MW 
Q3: 33,000 MW 
04: 35,200 MW 

These rates do not required adjustment for ambient conditions and are subject to negotiation with TCE, of course. TCE 
may see one of these rates in particular as being little aggressive but that is OK for now. 

Let me know if you have any questions. 

Thanks, 
Safouh 

From: Deborah Langelaan [mailto:Deborah.Langelaan@powerauthoritv.on.ca] 
Sent: March 25, 201111:04 AM 
To: esmith@osler.com; rsebastiano@osler.com; Michael Killeavy; Safouh Soufi; gene.meehan@nera.com 
Cc: Susan Kennedy 
Subject: FW: TransCanada Potential Project Negotiations - Capital Cost Estimate Rev 5 February 17, 2011 

***Privileged and Confidential*** 

Please find attached TCE's revised capital cost estimate for a peaking plant in Cambridge. Although TCE has reduced its 
CAP EX by -$118 MM we're still miles apart with our estimates. 

TCE decreased the following costs: 

1. Reduced Fuel gas connection charges to $0 (decrease of -$62 MM) 
2. Reduced Electrical connection charges by -$34 MM 
3. Reduced Insurance & Misc. by -$1 MM 
4. Reduced Project Uncertainties by -$20 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 debnrah.langelaan@powerauthority.on.ca 1 

From: John Mikkelsen [mailto:john mikkelsen@transcanada.com] 
Sent: March 24, 2011 S:OO PM 
To: Deborah Langelaan 
Cc: Geoff Murray; Terry Bennett; John Cashin 
Subject: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 2011 

1 



Dear Deborah, 

Further to the receipt of your designation letter of. March 21, 2011 received today, please find attached capital cost 
estimate TransCanada Capital Cost Estimate titled "Capital Cost Estimate Boxwood Generation Station", Rev.5 dated 
"Feb 17, 2011". 

Best Regards, 

John Mikkelsen, P.Eng. 

Director, Eastern Canada, Power Development 

TransCanada 

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

Tel: 416.869.2102 

Fax:416.869.2056 

Cell:416.559.1664 

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

From: Michael Killeavy 
Sent: March 25, 2011 3:26 PM 
To: Susan Kennedy; Deborah Langelaan 
Subject: Re: TCE Matter- OPA Counter-Proposal- Revised Financial Proposal to Include OGS Sunk 

Costs in NRR ... 

Susan, 

We finalized all of the details to the schedules and main text of the letter. I plan on circulating clean and blacklined 
versions this evening. 

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

From: Susan Kennedy 
Sent: Friday, March 25, 2011 01:48PM 
To: Michael Killeavy; Deborah Langelaan 
Subject: Re: TCE Matter- OPA Counter-Proposal - Revised Financial Proposal to Include OGS Sunk Costs in NRR ... 

Just an fyi- won't be at todayks mmeting. 

From: Michael Killeavy 
Sent: Friday, March 25, 2011 01:47 PM 
To: Smith, Elliot <ESmith@osler.com>; Susan Kennedy 
Cc: Gene.Meehan@NERA.com <Gene.Meehan@NERA.com>; Deborah Langelaan; Safouh Soufi <safouh@smsenergv­
engineering.com>; andrew.pizzi@nera.com <andrew.pizzi@nera.com> 
Subject: TCE Matter- OPA Counter-Proposal - Revised Financial Proposal to Include OGS Sunk Costs in NRR ... 

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

It was decided earlier today that cannot pay for the alleged OGS sunk costs separately. 
These costs need to be included into the NRR. I modelled this by adding the alleged OGS Sunk 
Costs ($37 M) to the OGS NPV Target ($50M) and then solved for NRR for the aggregate amount. 

The NRR increases to $12,887/MW-month. 

The intercept of the NRR adjustment equation (b) is , however, corrected to: 

NRR = 1.93142E-05 * Adjusted CAPEX + 5644.131697 
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Basically, the new NRR-Adj. CAPEX line is shifted upwards to reflect the increase. Andrew, 
could you please run the change through your NERA model to confirm the NRR and please also 
check the m and b parameters for the fitted line. 

Thanks, 
Michael 

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

From: 
Sent:. 
To:' 
Subject: 

Smith, Elliot [ESmith@osler.com] 
March 25, 2011 3:30 PM 
'safouh@smsenergy-engineering.com'; Deborah Langelaan; Michael Killeavy 
Re: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 
2011 . . 

Thanks Safouh. Can you clarify the units of measurement for me? 

Elliot 

From: Safouh Soufi [mailto:safouh@smsenergy-engineering.com] 
Sent: Friday, March 25, 2011 03:18 PM 
To: 'Deborah Langelaan' <Deborah.Langelaan@oowerauthority.on.ca>; Smith, Elliot; 'Michael Killeavy' 
<Michaei.Killeavy@powerauthority.on.ca> 
Subject: RE: TransCanada Potential Project Negotiations - Capital Cost Estimate Rev 5 February 17, 2011 

Hello Elliot: 

The ramp rate figures for the Facility (two units) will be as follows: 

Q1: 37,800 MW. 
Q2: 35,800 MW 
Q3: 33,000 MW 
Q4: 35,200 MW 

These rates do not required adjustment for ambient conditions and are subject to negotiation with TCE, of course. TCE 
may see one of these rates in particular as being little aggressive but that is OK for now. 

Let me know if you have any questions. 

Thanks, 
Safouh 

From: Deborah Langelaan [mailto:Deborah.Langelaan@powerauthority.on.cal 
Sent: March 25, 201111:04 AM 
To: esmith@osler.com; rsebastiano@osler.com; Michael Killeavy; Safouh Soufi; gene.meehan@nera.com 
Cc: Susan Kennedy 
Subject: FW: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 2011 

***Privileged and Confidential*** 

Please find attached TCE's revised capital cost estimate for a peaking plant in Cambridge. Although TCE has reduced its 
CAP EX by -$118 MM we're still miles apart with our estimates. 

TCE decreased the following costs: 

1. Reduced Fuel gas connection charges to $0 (decrease of -$62 MM) 
2. Reduced Electrical connection charges by -$34 MM 
3. Reduced Insurance & Misc. by -$1 MM 
4. Reduced Project Uncertainties by -$20 MM 

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

From: John Mikkelsen [mailto:john mikkelsen@transcanada.com] 
Sent: March 24, 2011 5:00PM 
To: Deborah Langelaan 
Cc: Geoff Murray; Terry Bennett; John Cashin 
Subject: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 2011 

Dear Deborah, 

Further to the receipt of your designation letter of March 21, 2011 received today, please find attached capital cost 
estimate TransCanada Capital Cost Estimate titled "Capital Cost Estimate Boxwood Generation Stationo, Rev.5 dated 
"Feb 17, 2011 D. 

Best Regards, 

John Mikkelsen, P.Eng. 

Director, Eastern Canada, Power Development 

TransCanada 

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

Tel: 416.869.2102 

Fax:416.869.2056 

Cell:416.559.1664 

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

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

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

Le contenu du prsent courriel est privilgi, confidentiel et 
soumis des droits d'auteur. II est interdit de l'utiliser ou 
dele divulguersans autorisation. 

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

From: 
Sent: 
To: 
Subject: 

Hello Elliot: 

Safouh Soufi [safouh@smsenergy-engineering.com] 
March 25,2011 5:19PM · 
'Smith, Elliot'; Deborah Langelaan; Michael Killeavy . .. . . . .. . . . · 
RE: TransCanada Potential Project Negotiations'- Capital Cost Estimate Rev 5 February 1?: · 
2011 

The figures are per minute and the comma should be replaced with period".". Sorry about that. 

Here are the figures as they should appear in the Contract 

Q1: 37.8 MW/minute 
Q2: 35.8 MW/minute 
Q3: 33.0 MW/minute 
Q4: 35.2 MW/minute 

Thanks, 
Safouh 

From: Smith, Elliot [mailto:ESmith@osler.com] 
Sent: March 25, 2011 3:30 PM 
To: 'safouh@smsenergy-engineering.com'; 'Deborah.Langelaan@powerauthority.on.ca'; 
'Michaei.Killeavy@powerauthority.on.ca' 
Subject: Re: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 2011 

Thanks Safouh. Can you clarify the units of measurement for me? 

Elliot 

From: Safouh Soufi [mailto:safouh@smsenergy-engineering.com] 
Sent: Friday, March 25, 2011 03:18 PM 
To: 'Deborah Langelaan' <Deborah.Langelaan@powerauthoritv.on.ca>; Smith, Elliot; 'Michael Killeavy' 
<Michael. Killeavv@powerauthoritv.on .ca > 
Subject: RE: TransCanada Potential Project Negotiations - Capital Cost Estimate Rev 5 February 17, 2011 

Hello Elliot: 

The ramp rate figures for the Facility (two units) will be as follows: 

Q1: 37,800 MW 
Q2: 35,800 MW 
Q3: 33,000 MW 
Q4: 35,200 MW 

These rates do not required adjustment for ambient conditions and are subject to negotiation with TCE, of course. TCE 
may see one of these rates in particular as being little aggressive but that is OK for now. 

Let me know if you have any questions. 

Thanks, 
Safouh 
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From: Deborah Langelaan [mailto:Deborah.Langelaan@powerauthoritv.on.ca] 
Sent: March 25, 201111:04 AM 
To: esmith@osler.com; rsebastiano@osler.com; Michael Killeavy; Safouh Soufi; gene.meehan@nera.com 
Cc: Susan Kennedy 
Subject: FW: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 2011 

***Privileged and Confidential*** 

Please find attached TCE's revised capital cost estimate for a peaking plant in Cambridge. Although TCE has reduced its 
·CAP EX by ..;$118 MM we're still miles apart with our estimates. 

TCE decreased the following costs: 

1. Reduced Fuel gas connection charges to $0 (decrease of -$62 MM) 
2. Reduced Electrical connection charges by -$34 MM 
3. Reduced Insurance & Misc. by -$1 MM 
4. Reduced Project Uncertainties by -$20 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 I F: 416.967.19471 deborah.Jangelaan@powerauthority.on.ca 1 

From: John Mikkelsen [mailto:john mikkelsen@transcanada.com] 
Sent: March 24, 2011 5:00PM 
To: Deborah Langelaan 
Cc: Geoff Murray; Terry Bennett; John Cashin 
Subject: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 2011 

Dear Deborah, 

Further to the receipt of your designation letter of March 21, 2011 received today, please find attached capital cost 
estimate TransCanada Capital Cost Estimate titled "Capital Cost Estimate Boxwood Generation Station ... #157;, Rev.5 
dated "Feb 17, 2011...#157;. 

Best Regards, 

John Mikkelsen, P.Eng. 

Director, Eastern Canada, Power Development 

TransCanada 

Royal Bank Plaza 
200 Bay 5 treet 
24th Floor, South Tower 
Toronto, Ontario M5J 2J1 

Tel: 416.869.2102 

Fax:416.869.2056 
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Cell:416.559.1664 

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

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

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

Le contenu du pr.@;nt courriel est privil.!i:Wconfidentiel et 
soumis oes droits d'auteur. II est interdit de J'utiliser au 
de le divulguer sans autorisation. 

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

\ 
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Aleksandar Kojic 

From: 
Senf: 
To: 

Smith, Elliot [ESmith@osler.com] 
March 25, 2011 5:46 PM 
Safouh Soufi; Deborah'Langelaan; Michael Killeavy · . 

Subject: · RE: Tra:nsCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 
2011 ' 

Thanks Safouh, this makes more sense. My last question is when you refer to Q 1-Q4, are you referring to · 
Season 1 - Season 4, or actual calendar quarters? As I'm sure you're aware, the Seasons in the CES contract 
are offset from calendar quarters. 

Elliot 

From: Safouh Soufi [mailto:safouh@smsenergy-engineering.com] 
Sent: Friday, March 25, 2011 5:19PM 
To: Smith, Elliot; Deborah.Langelaan@powerauthoritv.on.ca; Michaei.Killeaw@powerauthoritv.on.ca 
Subject: RE: TransCanada Potential Project Negotiations - capital Cost Estimate Rev 5 February 17, 2011 

Hello Elliot: 

The figures are per minute and the comma should be replaced with period".". Sorry about that 

Here are the figures as they should appear in the Contract 

Q1: 37.8 MW/minute 
Q2: 35.8 MW/minute 
Q3: 33.0 MW/minute 
Q4: 35.2 MW/minute 

Thanks, 
Safouh 

From: Smith, Elliot [mailto:ESmith@osler.com] 
Sent: March 25, 2011 3:30 PM 
To: 'safouh@smsenergy-engineering.com'; 'Deborah.Langelaan@powerauthority.on,ca'; 
'Michaei.Killeavy@powerauthority.on.ca' 
Subject: Re: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 2011 

Thanks Safouh. Can you clarify the units of measurement for me? 

Elliot 

From: Safouh Soufi [mailto:safouh@smsenergy-engineering.com] 
Sent: Friday, March 25, 2011 03:18 PM 
To: 'Deborah Langelaan' <Deborah.Langelaan@powerauthority.on.ca>; Smith, Elliot; 'Michael Killeavy' 
<Michaei.Killeaw@powerauthority.on.ca>. 
subject: RE: TransCanada Potential Project Negotiations - Capital Cost Estimate Rev 5 February 17, 2011 

Hello Elliot: 

The ramp rate figures for the Facility (two units) will be as follows: 
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01: 37,800 MW 
02: 35,800 MW 
03: 33,000 MW 
04: 35,200 MW 

These rates do not required adjustment for ambient conditions and are subject to negotiation with TCE, of 
course. TCE may see one of these rates in particular as being little aggressive but that is OK for now. 

Let me know if you have any questions. 

Thanks, 
Safouh 

From: Deborah Langelaan [mailto:Deborah.Langelaan@powerauthoritv.on.ca] 
Sent: March 25, 2011 11:04 AM 
To: esmith@osler.com; rsebastiano@osler.com; Michael Killeavy; Safouh Soufi; gene.meehan@nera.com 
Cc: Susan Kennedy 
Subject: FW: TransCanada Potential Project Negotiations -Capital Cost Estimate Rev 5 February 17, 2011 

***Privileged and Confidential*** 

Please find attached TCE's revised capital cost estimate for a peaking plant in Cambridge. Although TCE has 
reduced its CAP EX by -$118 MM we're still miles apart with our estimates. 

TCE decreased the following costs: 

1. Reduced Fuel gas connection charges to' $0 (decrease of -$62 MM) 
2. Reduced Electrical connection charges by -$34 MM 
3. Reduced Insurance & Misc. by -$1 MM 
4. Reduced Project Uncertainties by -$20 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@powerauthoritv.on.ca 1 

From: John Mikkelsen [mailto:john mikkelsen@transcanada.com] 
Sent: March 24, 2011 5:00 PM 
To: Deborah Langelaan 
Cc: Geoff Murray; Terry Bennett; John Cashin 
Subject: TransCanada Potential Project Negotiations - Capital Cost Estimate Rev 5 February 17, 2011 

Dear Deborah, 

Further to the receipt of your designation letter of March 21, 2011 received today, please find attached capital 
cost estimate T ransCanada Capital Cost Estimate titled "Capital Cost Estimate Boxwood Generation 
Station ... #157;, Rev.5 dated "Feb 17, 2011...#157;. 

Best Regards, 

John Mikkelsen, P.Eng. 

Director, Eastern Canada, Power Development 
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TransCanada 

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

Tel: 416.869.2102 

Fax:416.869.2056 

Cell:416.559.1664 

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

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

Le contenu du pc~nt courriel est privii~Wconfidentiel et 
soumis Ces droits d'auteur. IJ est interdit de l'utiliser ou 
de le divulguer sans autorisation. 
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Aleksandar Kojic 

From: 
Sent: 
To: 
Cc: · 
Subject: 

Smith, Elliot [ESmith@osler.com] 
March 25, 2011 6:00 PM 
Safouh Soufi; Deborah Langelaan; Michael Killeavy 
Sebastiane, Rocco . . . 
RE: TransCanada Potential Project Negotiations: Capital Cost Esiimate Rev 5 February 17, 
2011 

Attachments: #20297127v6_LEGAL_1_- Draft Response to A. Pourbaix Letter with Project Proposal.doc; 
Black/ine.pdf 

All, 
Further to today' s discussion, please find attached a revised draft letter to TCE along with a black!ine. Please 
note that this draft presumes that the quarterly ramp rates set out below correspond to the Seasons used in the 
CES contract. If this is not the case, further revision may be required. 

Elliot 

D 
Elliot Smith 
Associate 

416.862.6435 DIRECT 
416.862.6666 FACSIMILE 
esmith@osler.com 

Osler, Hoskin & Harcourt LLP 
Box 50, 1 First Canadian Place 
E:Jario, Canada M5X 1 88 

From: Safouh Soufi [mailto:safouh@smsenergy-engineering.com] 
Sent: Friday, March 25, 2011 5:19PM 
To: Smith, Elliot; Deborah.Langelaan@poWerauthority.on.ca; Michaei.Ki/leavy@powerauthority.on.ca 
Subject: RE: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 2011 

Hello Elliot: 

The figures are per minute and the comma should be replaced with period ".". Sorry about that. 

Here are the figures as they should appear in the Contract 

Q1: 37.8 MW/minute 
Q2: 35.8 MW/minute 
Q3: 33.0 MW/minute 
Q4: 35.2 MW/minute 

Thanks, 
Safouh 
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From: Smith, Elliot [mailto:ESmith@osler.com] 
Sent: March 25, 2011 3:30 PM 
To: 'safouh@smsenergy-engineering.com'; 'Deborah.Langelaan@powerauthority.on.ca'; 
'Michaei.Killeavy@powerauthority.on.ca' 
Subject: Re: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 2011 

Thanks Safouh. Can you clarify the units of measurement for me? 

Elliot 

From.: Safouh Soufi [mailto:safouh@smsenergy-engineering.com] 
Sent: Friday, March 25, 2011 03:18PM 
To: 'Deborah Langelaan' <Deborah.Langelaan@powerauthority.on.ca>; Smith, Elliot; 'Michael Killeavy' 
<Michaei.Killeavy@powerauthority.on.ca> 
Subject: RE: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 2011 

Hello Elliot: 

The ramp rate figures for the Facility (two units) will be as follows: 

01:37,800 MW 
02: 35,800 MW 
03: 33,000 MW 
04: 35,200 MW 

These rates do not required adjustment for ambient conditions and are subject to negotiation with TCE, of 
course. TCE may see one of these rates in particular as being little aggressive but that is OK for now. 

Let me know if you have any questions. 

Thanks, 
Safouh 

From: Deborah Langelaan [mailto:Deborah.Langelaan@powerauthority.on.ca] 
Sent: March 25, 201111:04 AM 
To: esmith@osler.com; rsebastiano@osler.com; Michael Killeavy; Safouh Soufi; gene.meehan@nera.com 
Cc: Susan Kennedy 
Subject: FW: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 2011 

***Privileged and Confidential*** 

Please find attached TCE's revised capital cost estimate for a peaking plant in Cambridge. Although TCE has 
reduced its CAP EX by -$118 MM we're still miles apart with our estimates. 

TCE decreased the following costs: 

1. Reduced Fuel gas connection charges to $0 (decrease of -$62 MM) 
2. Reduced Electrical connection charges by -$34 MM 
3. Reduced Insurance & Misc. by -$1 MM 
4. Reduced Project Uncertainties by -$20 MM 

Deb 

Deborah Langelaan I Manager, Natural Gas Projects I OPA I 
Suite 1600 -120 Adelaide St. W. I Toronto, ON MSH lT1 I 
T: 416.969.6052 I F: 416.967.19471 deborah.langelaan@powerauthoritv.on.ca 1 
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DRAFT: MARCH 25, 2011 

PRIVILEGED, CONFIDENTIAL AND WITHOUT PREJUDICE 

Dear Mr. Pourbaix: 

Southwest GTA Clean Energy Supply Contract (the "Contract") between TransCanada 
Energy Ltd. ("TCE") and the Ontario Power Authority ("OPA") 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 identity 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 find that it does not 
meet this requirement. We would like to suggest an alternative proposal which we believe meets 
this requirement. 

The Government of Ontario's Long-Term Energy Plan has identified a need for a peaking natural 
gas-fired plant in the Kitchener-Waterloo-Cambridge area. We believe such a plant is a project 
that could compensate TCE for the termination of the Contract and at the same time protect the 
interests of ratepayers (the "Replacement Project"). We have set out in Schedule "A" to this 
letter a technical description of the requirements of the Replacement Project. 

We would propose to enter into a contract with TCE for TCE to construct, own, operate and 
maintain the Replacement Project as compensation for the termination of the Contract. The 
contract for the Replacement Project (the "Replacement Contract") would be based on the final 
form of contract (the "NYR Contract") included as part of the Northern York Region Peaking 
Generation Request for Proposals, subject to the changes set out below and otherwise as 
necessitated by Schedule "A". The financial parameters of the Replacement Contract would be 
as set out in Schedule "B" to this letter. 

The following sets out the changes to the NYR Contract that would be applicable to the 
Replacement Contract: 

1. Permits and Approvals. With respect to the approvals required pursuant to the Planning 
Act to construct the Replacement Project, the OP A would work with TCE, the host 
municipality and the Province of Ontario to ensure that once all of the requirements for 
the Planning Act approvals have been satisfied, the approvals are issued in a timely 
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, such Planning Act approvals do 
not impede the development of the Replacement Project. 

If this did not occur and the delay in the issuance of such Planning Act approvals caused 
TCE not to achieve Commercial Operation by the Milestone Date for Commercial 
Operation, such delay would be considered an event of Force Majeure, and TCE would 
be entitled to recover its reasonable, out-of-pocket costs resulting from such delay, by 
way of a corresponding increase in the Net Revenue Requirement (NRR). In addition, the 
OPA would not have the right to terminate the Replacement Contract for such event of 
Force Majeure, unless the event of Force Majeure resulted in a delay that was greater 

LEGAL_! :20297127.6 
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than two years and the OPA paid TCE a termination amount equal to $50,000,000 plus 
the total amount of the sunk costs determined in accordance with paragraph 2, below, 
provided however that such total of the sunk costs shall not exceed $37,000,000. TCE 
would be solely responsible for all other permits and approvals required for the 
Replacement Project, subject to the standard Force Majeure provisions set out in the 
NYR Contract. 

2. Oakville Sunk Costs; The NRR set out in Schedule "B" to this letter includes an amount 
on account of TCE's sunk costs associated with the development of the Oakville 
Generating Station. To the extent that the total of the verified, non-recoverable sunk costs 
(net of any residual value) associated with the development of the Oakville Generating 
Station is less than $37,000,000, the NRR shall be reduced by 0.000 019 314 2 multiplied 
by the amount by which such costs are less than $37,000,000. 

3. Interconnection Costs. The Replacement Contract would provide that all out-of-pocket 
costs incurred by TCE for the electrical and natural gas interconnection of the 
Replacement Project would be reimbursed by the OPA. Such costs would be reimbursed 
on terms that are substantially the same as the terms set out in Section 1 of Exhibit S of 
the Accelerated Clean Energy Supply Contract between the OPA and Portland Energy 
Centre L.P. with the necessary conforming changes being made, provided that (i) there 
shall be no "Budgeted Costs" included in the NRR on account of such costs, (ii) 
references to the "Simple Cycle Operation Date" shall be replaced with references to the 
"Commercial Operation Date", and (iii) there shall be no "Excess H1 Amount". 

4. 

5. 

6 . 

7. 

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 fmalizing 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 90% 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 90% but less than 100% of the applicable Seasonal Contract Capacity, a 
Capacity Reduction Factor would apply in accordance with the provisions of Exhibit J. In 
addition, there would be a requirement as part of a Capacity Check Test to confirm that 
the Replacement Project is capable of achieving the Contract Ramp Rate set out in 
Schedule "B" to this letter. 

LEGAL_1:20297127.6 
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8. 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 
Exhibit J but would be willing to discuss any concerns TCE may have in this regard. 

If this proposal is acceptable to you, we will prepare the necessary documentation for your 
review. For greater certainty, although this proposal is made in good faith, it remains subject to 
internal OPA approvals and does not constitute an offer capable of acceptance. 

Yours very truly, 

JoAnne Butler 

c. Colin Andersen, Ontario Power Authority 
Michael Killeavy, Ontario Power Authority 
Rocco Sebastiana, Osler, Hoskin & Harcourt LLP 

LEGAL_I:20297127.6 



SCHEDULE "A"- TECHNICAL REQUIREMENTS 

I. Replacement Project 

The Replacement Project shall: 

(a) ·be a dispatchable facility designed for maximum operational flexibility; 

(b) be a simple cycle configuration generating facility; 

(c) utilize natural gas supplied by pipeline as the fuel; and 

(d) comply with Section 6 (Generation Connection Criteria), as specified in the 
'Ontario Resources and Transmission Assessment Criteria' document published 
bytheiESO. 

II. Contract Capacity 

The Replacement Project will be a single generating facility and will: 

(a) be able to provide a minimum of 250 MW at 35 oc under both N-1 System 
Conditions and N-1 Generating Facility Conditions simultaneously. For further 
clarity, the Replacement 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 500 MW at 35 oc under N-2 System Conditions; 

(c) have a Season 3 Contract Capacity of not less than 480 MW; and 

(d) have a Contract Capacity of not more than 550 MW in any Season. 

III. Electrical Connection 

The Replacement Project will be connected directly to the IESO-Controlled Grid via new double 
circuit 230 kV transmission lines. Notwithstanding the foregoing, the Replacement Project may 
also connect to a Local Distribution System for the purpose of providing Islanding Capability. 

The Replacement Project will have a connection point located with a direct connection to the 
Hydro One circuits M20D and M21D between the [•Jth transmission tower (Tower #e) leaving 
the Preston TS connecting to the Galt TS. [Note: This assumes the Replacement Project is 
located at the Boxwood site.] 

IV. Operation Following a N-2 Contingency (Load Restoration) 

If a disruption occurs that leads to N-2 system conditions, TCE shall be required to use 
Commercially Reasonable Efforts (as such term is defined in the Contract) to assist the IESO, as 
directed by the IESO, in restoring load in accordance with Section 7 of the Ontario Resource and 
Transmission Assessment Criteria. 

LEGAL_l:20297127.6 
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V. Operational Flexibilities 

1. Ramp Rate Requirement. The Replacement Project must be such that each combustion 
turbine is capable of ramping at a rate equal to or greater than the Contract Ramp Rate. 
The Contract Ramp Rate will be subject to verification as part ofthe Capacity Check 
Test. 

2. Emissions Requirements. 

(a) The emissions from the Replacement Project shall meet or exceed the following 
criteria: 

(b) 

(c) 

(d) 

LEGAL_l :20297127.15 

(i) Nitrogen Oxides (NOx) in a concentration not exceeding 15 ppmv (based 
upon Reference Conditions (as such term is defined in the Contract) and 
15% 02 in the exhaust gases on a dry volume basis) as measured using an 
emissions measurement methodology substantially based on Exhibit W to 
the Contract (the "Emissions Measurement Methodology"); and 

(ii) Carbon Monoxide (CO) in a concentration not exceeding 10 ppmv (based 
upon Reference Conditions and 15% 02 in the exhaust gases on a dry 
volume basis) as measured using the Emissions Measurement 
Methodology. 

TCE will provide evidence to support the stated emission levels ofNOx and CO 
in the form of a signed certificate by an authorized representative of any of: (1) 
the original equipment manufacturer of the Replacement Project's turbines, (2) 
the supplier or manufacturer of any post combustion emission control equipment 
utilized by the Replacement Project, or (3) the engineering company responsible 
for the design of the Replacement Project, which certificate must state that the 
Replacement Project, as designed, will operate within these stated limits for NOx 
and CO. 

The Replacement Contract will require that the emission limits for NOx and CO 
be (i) incorporated into the Replacement Project's Environmental Review Report 
or its completed environmental assessment, and (ii) reflected in the Replacement 
Project's application to the Ministry of the Environment for a Certificate of 
Approval (Air) Operating Permit, together with a specific request in such 
application that suc;h limits be imposed as conditions of such Certificate of 
Approval. 

The emission limits for NOx and CO stated in the Replacement 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, the 
Replacement Project must comply with the NOx and CO limits set out above, 
including, without limitation, at the time of attaining Commercial Operation and 
during any Capacity Check Test. 
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3. Fuel Supply. The Replacement Project will obtain gas distribution services from Union 
Gas Limited, and TCE carmot by-pass Union Gas Limited. 

4. Equipment. The Replacement Project will be designed utilizing (2) M501GAC Fast Start 
gas-fired combustion turbine generators to be supplied by MPS Canada, Inc. (the 
"Generators"), with evaporative cooling and emission reduction equipment. Each 
Generator shall be nominally rated at [•I MW (measured at the Generator's output 
terminals) new and clean, at ISO conditions. 

LEGAL_I:20297l27.6 



SCHEDULE "B"- FINANCIAL PARAMETERS 

Contract Capacity . . . •· .·· 
Note: subjecfto Schechile ·· 
''?J1. 'rcEi:o detefuiine • ', ;:"' -'-, _-.·-· -, .----:·'' ,. ' _,-,_,. ____ .--,: 

Seasonal Contracfc ·· · 
·.capacities so I()iig ~s.tli~ .··· 
AA.cc is5oo :Mw. · · '-. ,: :>. -· ,- ;;,, .<: ., -·~··::'. -_·, - :· •' - --

• _c ,__ /,'~~--·._:_::!·;"":, ';.: ~: .. ,_'(.; .. \o'·;!c 

. ContraCt :Rainp Rate · · •.. ··. ·. 
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$ 12,887 I MW-month 

20% 

700 MMBTU/start-up 

$30,000/start-up 

$0.89/MWh 

$0.50/MWh 

Season 1 

10.42 
MMBTUIMWh 

(BIN) 

OMW 

37.8 
MW/minute 

Season 2 

10.55 
MMBTUIMWh 

(BIN) 

OMW 

35.8 
MW/minute 

Season 3 

10.66 
MMBTUIMWh 

(HJN) 

OMW 

33.0 
MW/minute 

Season 4 

10.58 
MMBTU/MWh 

(HJN) 

OMW 

35.2 
MW/minute 



DRAFT: MARCH 25, 2011 

PRIVILEGED, CONFIDENTIAL AND WITHOUT PREJUDICE 

Dear Mr. Pourbaix: 

Southwest GTA Clean Energy Supply Contract (the "Contract") between TransCanada 
Energy Ltd. ("TCE") and the Ontario Power Authority ("OPA") 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 fmd that it does not 
meet this requirement. We would like to suggest an alternative proposal which we believe meets 
this requirement. 

The Govemment of Ontario's Long-Term Energy Plan has identified a need for a peaking natural 
gas-frred plant in the Kitchener-Waterloo-Cambridge area. We believe such a plant is a project that 
could compensate TCE for the termination of the Contract and at the same time protect the 
interests of ratepayers (the "Replacement Project"). We have set out in Schedule "A" to this letter 
a technical description of the requirements of the Replacement Project. 

We would propose to enter into a contract with TCE for TCE to construct, own, operate and 
maintain the Replacement Project as compensation for the termination of the Contract. The 
contract for the Replacement Project (the "Replacement Contract") would be based on the final 
form of contract (the "NYR Contract") included as part of the Northern York Region Peaking 
Generation Request for Proposals, subject to the changes set out below and otherwise as 
necessitated by Schedule "A". The fmancial parameters of the Replacement Contract would be as 
set out in Schedule "B" to this letter. 

The following sets out the changes to the NYR Contract that would be applicable to the 
Replacement Contract: 

1. Permits and Approvals. With respect to the approvals required pursuant to the Planning 
Act to construct the Replacement Project, the OP A would work with TCE, the host 
municipality and the Province of Ontario to ensure that once all of the requirements for the 
Planning Act approvals have been satisfied, the approvals are issued in a timely 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, such Planning Act approvals do not impede the 
development of the Replacement Project. 

Ifthis did not occur and the delay in the issuance of such Planning Act approvals caused 
TCE not to achieve Commercial Operation by the Milestone Date for Commercial 
Operation, such delay would be considered an event of Force Majeure, and TCE would be 
entitled to recover its reasonable, out-of-pocket costs resulting from such delay, by way of 
a corresponding increase in the Net Revenue Requirement (NRR). In addition, the OPA 
would not have the right to terminate the Replacement Contract for such event of Force 
Majeure, unless the event of Force Majeure resulted in a delay that was greater than two 
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years and the OPA paid TCE a termination amount equal to $50,000,000 plus the samtotal 
amount of the &11,unk G,~;osts determined in accordance with paragraph 2, below, provided 
however that such amouattotal of 8eak Coststhe sunk costs shall not exceed $37,000,000. 
TCE would be solely responsible for all other permits and approvals required for the 
Replacement Project, subject to the standard Force Majeure provisions set out in the NYR 
Contract. 

2. Oakville Sunk Costs. The Refllaeemeat CoatFaet ·.veHIEl f!re·iiEle that aay*NRR set out in 
Schedule "B"* to this letter includes an amount on account ofTCE's sunk costs associated 
with the development of the Oakville Generating Station. To the extent that the total of the 
verified, non-recoverable sunk costs (net of any residual value) associated with the 
development of the Oakville Generating Station (the "Suak Costs"), weula be aaaeEl to the 
*J>!R.T.t set e11t ia SefieElule "B"*, by takiag tfie sem efthe Seale Costs, f!Feviaea that suefi 
amollllt sfiall aet eJteeea $37,QQQ,QQQ, multifllyffig it by (0.000 019 :uo 1], ana aaaiag it to 
tile :HRR. [NTIJ: This earreSflBBEls ta a mHimum aEldeF af ~71S.]is less than 
$37.000.000. the NRR shall be reduced by 0.000 019 314 2 multiplied by the amount by 
which such costs are less than $37.000.000. 

3. Interconnection Costs. The Replacement Contract would provide that all out-of-pocket 
costs incurred by TCE for the electrical and natural gas interconnection of the Replacement 
Project would be reimbursed by the OPA. Such costs would be reimbursed on terms that 
are substantially the same as the terms set out in Section 1 of ExhibitS of the Accelerated 
Clean Energy Supply Contract between the OPA and Portland Energy Centre L.P. with the 
necessary conforming changes being made, provided that (i) there shall be no "Budgeted 

4. 

5. 

6. 

7. 

Costs" included in the NRR on account of such costs, (ii) references to the "Simple Cycle 
Operation Date'~ shall be replaced with references to the "Commercial Operation Date", 
and (iii) there shall be no "Excess HI Amount". 

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 
NRRlF 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 90% 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 90% but less than 100% of the applicable Seasonal Contract Capacity, a 
Capacity Reduction Factor would apply in accordance with the provisions of Exhibit J. In 
addition, there would be a requirement as part of a Capacity Check Test to confirm that the 
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Replacement Project is capable of achieving the Contract Ramp Rate set out in Schedule 
"B" to this letter. . . · 

8. 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 EXhibit J but 
would be willing to discuss any concerns TCE may have in this regard. 

If this proposal is acceptable to you, we will prepare the necessary documentation for your review. 
For greater ce1iainty, although this proposal is made in good faith, it remains subject to internal 
OPA approvals and does not constitute an offer capable of acceptance. · 

Yours very truly, 

JoAnne Butler 

c. Colin Andersen, Ontario Power Authority 
Michael Killeavy, Ontario Power Authority 
Rocco Sebastiane, Osler, Hoskin & Harcourt LLP 



SCHEDULE "A"- TECHNICAL REQUIREMENTS 

I. Replacement Project 

The Replacement Project shall: 

(a) be a dispatchable facility designed for maximum operational flexibility; 

(b) be a simple cycle configuration generating facility; 

(c) utilize natural gas supplied by pipeline as the fuel; and 

(d) comply with Section 6 (Generation Connection Criteria), as specified in the 
'Ontario Resources and Transmission Assessment Criteria' document published by 
the IESO. 

II. Contract Capacity 

The Replacement Project will be a single generating facility and will: 

(a) be able to provide a minimum of 250 MW at 35 °C under both N-1 System 
Conditions and N-1 Generating Facility Conditions simultaneously. For further 
clarity, the Replacement 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 500 MW at 35 °C under N-2 System Conditions; 

(c) have a Season 3 Contract Capacity of not Jess than 480 MW; and 

(d) have a Contract Capacity of not more than 550 MW in any Season. 

ill. Electrical Connection 

The Replacement Project will be connected directly to the IESO-Controlled Grid via new double 
circuit 230 kV transmission lines. Notwithstanding the foregoing, the Replacement Project may 
also connect to a Local Distribution System for the purpose of providing Islanding Capability. 

The Replacement Project will have a connection point located with a direct connection to the 
Hydro One circuits M20D and M21D between the [•Jth transmission tower (Tower #e) leaving 
the Preston TS connecting to the Galt TS. [Note: This assumes the Replacement Project is 
located at the Boxwood site.] 

IV. Operation Following a N-2 Contingency (Load Restoration) 

For loaa restoratioa, the R6j3laeemeet Projeet will eoffijlly with the loaa restoratioa eriteria 
stifJt!latea ooaerlf a disruption occurs that leads to N-2 system conditions. TCE shall be required to 
use Commercially Reasonable Efforts Cas such term is defined in the Contract) to assist the IESO. 
as directed by the IESO. in restoring load in accordance with Section 7 of the Ontario Resource 
and Transmission Assessment Criteria. The eriteria are as follovfS: 
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-allleaEI te be resteFeEI. within 8 heilfs · 
-ammmt efleaEI in elteess sf 159 MW mast be FesteFea within 4 heaFS 
-ameaHt efleaEI in eJteess ef259 MW mast be Fes!eFeEl within 39 miwtes. 

V. Operational Flexibilities 

,., •. 

2. ih-Emissions Requirements. 

(a) The emissions from the Replacement Project shall meet or exceed the following 
criteria: 

(b) 

(c) 

(i) Nitrogen Oxides (NOx) in a concentration not exceeding 15 ppmv (based 
upon Reference Conditions (as such term is defined in the Contract) and 
15% 0 2 in the exhaust gases on a dry volume basis) as measured using an 
emissions measurement methodology substantially based on Exhibit W to 
the Contract (the "Emissions Measurement Methodology"); and 

(ii) Carbon Monoxide (CO) in a concentration not exceeding 10 ppmv (based 
upon Reference Conditions and 15% 0 2 in the exhaust gases on a dry 
volume basis) as measured using the Emissions Measurement 
Methodology. 

TCE will provide evidence to support the stated emission 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 Replacement Project's turbines, (2) the 
supplier or manufacturer of any post combustion emission control equipment 
utilized by the Replacement Project, or (3) the engineering company responsible 
for the design of the Replacement Project, which certificate must state that the 
Replacement Project, as designed, will operate within these stated limits for NOx 
and CO. 

The Replacement Contract will require that the emission limits for NOx and CO be 
(i) incorporated into the Replacement Project's Environmental Review Report or 
its completed environmental assessment, and (ii) reflected in the Replacement 
Project's application to the Ministry of the Environment for a Certificate of 
Approval (Air) Operating Permit, together with a specific request in such 
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application that such limits be imposed as conditions of such Certificate of 
Approval. 

(d) The emission limits for NOx and CO stated in the Replacement 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, the 
Replacement Project must comply with the NOx and CO limits set out above, 
including, without limitation, at the time of attaining Commercial Operation and 
during any Capacity Check Test. 

3. 4.-Fuel Supply. The Replacement Project will obtain gas distribution services from Union 
Gas Limited, and TCE cannot by-pass Union Gas Limited. 

4. ~Equipment. The Replacement Project will be designed utilizing (2) M501GAC Fast 
Start gas-fired combustion turbine generators to be supplied by MPS Canada, Inc. (the 
"Generators"), with evaporative cooling and emission reduction equipment. Each 
Generator shall be nominally rated at [•J MW (measured at the Generator's output 
terminals) new and clean, at ISO conditions. 
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SCHEDULE "B"- FINANCIAL PARAMETERS 

Calltraet Ramp Rate 

ContraCt Heat Rate 
.;··· •. __ .,--

.. ··•··.·· 
. Contract Capa:citV ·. · 
Note: SubjecttoS~hedule · 
''A"; TCEtodetenni.ne · 
Seasonal Contr'ac( ... ·.•. .· 
CitpaciHes sOlopg as th~ · .. ·.· 
AACC is 500 M\V . . . ·.·.•·· .. 

lOnORCC 
.· .. . .. 
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$~~/MW-month 

20% 

SOOMW 

700 MMBTU/start-up 

$30,000/start-up 

$0.89/MWh 

$0.50/MWh 

8%/mi<nf!e sf Base Leael 

Season 1 

10.42 
MMBTU/MWh 

(HHV) 

OMW 

Season 2 

10.55 
MMBTU/MWh 

(HHV) 

OMW 

Season 3 

10.66 
MMBTU/MWh 

(HHV) 

OMW 

Season 4 

10.58 
MMBTU/MWh 

(HHV) 

OMW 



I Contract Ramn Rate 11..8_ 

MW/minute 

-2-

35.8 
MW/minute 

33.0 
MW/minute 

35.2 
MW/minute 



Aleksandar Kojic 

From: 
Sent: 
To: 

Safouh Soufi [safouh@smsenergy-engineering.com] 
March 25, 2011 6:04 PM 
'Smith, Elliot'; Deborah Langelaan; Michael Killea"vy 

Subject: RE: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 
2011 

Thanks Elliot. 

01 =Season 1 and likewise for other O's. 01 =Dec- Feb. 

The offset is in the figures and so we are good that way. I am available by email throughout the weekend. In case if you 
need to call me, please feel free to do so at anytime on my cell416-788-0456. 

Thanks, 
Safouh 

From: Smith, Elliot [mailto:ESmith@osler.com] 
Sent: March 25, 2011 5:46 PM 
To: Safouh Soufi; Deborah.Langelaan@powerauthority.on.ca; Michaei.Killeavy@powerauthority.on.ca 
Subject: RE: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 2011 

Thanks Safouh, this makes more sense. My last question is when you refer to Ql-Q4, are you referring to 
Season 1 - Season 4, or actual calendar quarters? As I'm sure you're aware, the Seasons in the CES contract 
are offset from calendar quarters. 

Elliot 

From: Safouh Soufi [mailto:safouh@smsenergy-engineering.com] 
Sent: Friday, March 25, 2011 5:19 PM 
To: Smith, Elliot; Deborah.Langelaan@powerauthority.on.ca; Michaei.Killeavy@powerauthority.on.ca 
Subject: RE: TransCanada Potential Project Negotiations -Capital Cost Estimate Rev 5 February 17, 2011 

Hello Elliot: 

The figures are per minute and the comma should be replaced with period".". Sorry about that. 

Here are the figures as they should appear in the Contract 

01: 37.8 MW/minute 
02: 35.8 MW/minute 
03: 33.0 MW/minute 
Q4: 35.2 MW/minute 

Thanks, 
Safouh 

From: Smith, Elliot [mailto:ESmith@osler.com] 
Sent: March 25, 2011 3:30 PM 
To: 'safouh@smsenergy-engineering.com'; 'Deborah.Langelaan@powerauthority.on.ca'; 

1 



'Michaei.Killeavy@powerauthority.on.ca' 
Subject: Re: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 2011 

Thanks Safouh. Can you clarify the units of measurement for me? 

Elliot 

From: Safouh Soufi [mailto:safouh@smsenergy-engineering.com] 
Sent: Friday, March 25, 2011 03:18PM 
To: 'Deborah Langelaan' <Deborah.Langelaan@powerauthority.on.ca>; Smith, Elliot; 'Michael Killeavy' 
<Michael. Killeavy@powerauthority .on .ca > 
Subject: RE: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 2011 

Hello Elliot: 

The ramp rate figures for the Facility (two units) will be as follows: 

Q1: 37,800 MW 
Q2: 35,800 MW 
Q3: 33,000 MW 
Q4: 35,200 MW 

These rates do not required adjustment for ambient conditions and are subject to negotiation with TCE, of 
course. TCE may see one of these rates in particular as being little aggressive but that is OK for now. 

Let me know if you have any questions. 

Thanks, 
Safouh 

From: Deborah Langelaan [mailto:Deborah.Langelaan@powerauthority.on.ca] 
Sent: March 25, 201111:04 AM 
To: esmith@osler.com; rsebastiano@osler.com; Michael Killeavy; Safouh Soufi; gene.meehan@nera.com 
Cc: Susan Kennedy 
Subject: FW: TransCanada Potential Project Negotiations - Capital Cost Estimate Rev 5 February 17, 2011 

***Privileged and Confidential*** 

Please find attached TCE's revised capital cost estimate for a peaking plant in Cambridge. Although TCE has 
reduced its CAPEX by -$118 MM we're still miles apart with our estimates. 

TCE decreased the following costs: 

1. Reduced Fuel gas connection charges to $0 (decrease of -$62 MM) 
2. Reduced Electrical connection charges by -$34 MM 
3. Reduced Insurance & Misc. by -$1 MM 
4. Reduced Project Uncertainties by -$20 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 
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Aleksandar Kojic 

From: 
Sent: 
To: 

Michael Killeavy 
March 25, 20116:25 PM 
'ESmith@osler.com' 

Subject: Re: TransCanada Potential Project Negotiations - Capital Cost Estimate Rev 5 February 17, 
2011 

It's hard to read the attachment on my BlackBerry. Do you need to revise anything based on Safouh's last email? 

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

From: Smith, Elliot [mailto:ESmith@osler.com] 
Sent: Friday, March 25, 2011 05:59 PM 
To: Safouh Soufi <safouh@smsenergy-engineering.com>; Deborah Langelaan; Michael Killeavy 
Cc: Sebastiana, Rocco <RSebastiano@osler.com> 
Subject: RE: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 2011 

All, 
Further to today' s discussion, please fmd attached a revised draft letter to TCE along with a blackline. Please 
note that this draft presumes that the quarterly ramp rates set out below correspond to the Seasons used in the 
CBS contract. If this is not the case, further revision may be required. 

Elliot 

D 
Elliot Smith 
Associate 

416.862.6435 DIRECT 
416.862.6666 FACSIMILE 
esmith@osler.com 

Osler, Hoskin & Harcourt LLP 
Box 50, 1 First Canadian Place E:j"' ''"'" - '" 

1 



From: Safouh Soufi [mailto:safouh@smsenergy-engineering.com] 
Sent: Friday, March 25, 2011 5:19 PM 
To: Smith, Elliot; Deborah.Langelaan@powerauthority.on.ca; Michaei.Killeavy@powerauthority.on.ca 
Subject: RE: TransCanada Potential Project Negotiations - Capital Cost Estimate Rev 5 February 17, 2011 

Hello Elliot: 

The figures are per minute and the comma should be replaced with period".". Sorry about that. 

Here are the figures as they should appear in the Contract 

Q1: 37.8 MW/minute 
Q2: 35.8 MW/minute 
Q3: 33.0 MW/minute 
Q4: 35.2 MW/minute 

Thanks, 
Safouh 

From: Smith, Elliot [mailto:ESmith@osler.com] 
Sent: March 25, 2011 3:30 PM 
To: 'safouh@smsenergy-engineering.com'; 'Deborah.Langelaan@powerauthority.on.ca'; 
'Michaei.Killeavy@powerauthority.on.ca' 
Subject: Re: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 2011 

Thanks Safouh. Can you clarify the units of measurement for me? 

Elliot 

From: Safouh Soufi [mailto:safouh@smsenergy-engineering.com] 
Sent: Friday, March 25, 2011 03:18PM 
To: 'Deborah Langelaan' <Deborah.Langelaan@powerauthority.on.ca>; Smith, Elliot; 'Michael Killeavy' 
<Michaei.Killeavy@powerauthority .on.ca> 
Subject: RE: TransCanada Potential Project Negotiations - Capital Cost Estimate Rev 5 February 17, 2011 

Hello Elliot: 

The ramp rate figures for the Facility (two units) will be as follows: 

Q1: 37,800 MW 
Q2: 35,800 MW 
Q3: 33,000 MW 
Q4: 35,200 MW 

These rates do not required adjustment for ambient conditions and.are subject to negotiation with TCE, of 
course. TCE may see one of these rates in particular as being little aggressive but that is OK for now. 

Let me know if you have any questions. 

Thanks, 
Safouh 

From: Deborah Langelaan [mailto:Deborah.Langelaan@powerauthority.on.ca] 
Sent: March 25, 201111:04 AM 
To: esmith@osler.com; rsebastiano@osler.com; Michael Killeavy; Safouh Soufi; gene.meehan@nera.com 
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Cc: Susan Kennedy 
Subject: FW: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 2011 

***Privileged and Confidential**'< 

Please find attached TCE's revised bapital cost elltimate for a peaking plant in Cambridge. Although TCE has 
reduced its CAP EX by -$118 MM we're still miles apart with our estimates. · 

TCE decreased the following costs: 

· 1. Reduced Fuel gas connection charges to $0 (decrease of -$62 MM) 
2. Reduced Electrical connection charges by -$34 MM 
3. Reduced Insurance & Misc. by -$1 MM 
4. Reduced Project Uncertainties by -$20 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 1 F: 416.967.19471 deborah.langelaan@powerauthority.on.ca 1 

From: John Mikkelsen [mailto:john_mikkelsen@transcanada.com] 
. Sent: March 24, 2011 5:00 PM 

To: Deborah Langelaan 
Cc: Geoff Murray; Terry Bennett; John Cashin 
Subject: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 2011 

Dear Deborah, 

Further to the receipt of your designation letter of March 21, 2011 received today, please find attached capital 
cost estimate TransCanada Capital Cost Estimate titled "Capital Cost Estimate Boxwood Generation 
Station ... #157;, Rev.5 dated "Feb 17, 2011 ... #157;. 

Best Regards, 

John Mikkelsen, P.Eng. 

Director, Eastern Canada, Power Development 

TransCanada 

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

Tel: 416.869.2102 

Fax:416.869.2056 

Cell:416.559.1664 

3 



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

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

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

Le contenu du pr.':~nt courriel est privilft¥confidentiel et 
soumis Cies droitS d'auteur. 11 est interdit de J'utiliser au 
de le divulguer sans autorisation. 

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

From: 
Sent: 
To: 

Smith, Elliot [ESmith@osler.com] 
March 25, 2011 6:26 PM 
Michael Killeavy 

Subject: RE: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 
2011 

No, it's good. Safouh conf=ed that Ql=Season 1~,-etc: ··. · 

From: Michael Killeavy [mailto:Michaei.Killeavy@powerauthority.on.ca] 
Sent: Friday, March 25, 2011 6:25 PM 
To: Smith, Elliot 
Subject: Re: TransCanada Potential Project Negotiations - Capital Cost Estimate Rev 5 February 17, 2011 

It's hard to read the attachment on my BlackBerry. Do you need to revise anything based on Safouh's last email? 

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

From: Smith, Elliot [mailto:ESmith@osler.com] 
Sent: Friday, March 25, 2011 05:59 PM 
To: Safouh Soufi <safouh@smsenergy-engineering.com>; Deborah Langelaan; Michael Killeavy 
Cc: Sebastiana, Rocco <RSebastiano@osler.com> 
Subject: RE: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 2011 

All, 
Further to today's discussion, please find attached a revised draft letter to TCE along with a blackline. 
Please note that this draft preswnes that the quarterly ramp rates set out below correspond to the 
Seasons used in the CES contract. If this is not the case, further revision may be required. 

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 

1 



From: Safouh Soufi [mailto:safouh@smsenergy-engineering.com] 
Sent: Friday, March 25, 2011 5:19PM 
To: Smith, Elliot; Deborah.Langelaan@powerauthority.on.ca; Michaei.Killeavy@powerauthority.on.ca 
Subject: RE: Transcanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 
2011 

Hello Elliot: 

The figures are per minute and the comma should be replaced with period".". Sorry about that. 

Here are the figures as they should appear in the Contract 

Q1: 37.8 MW/minute 
Q2: 35.8 MW/minute 
Q3: 33.0 MW/minute 
Q4: 35.2 MW/minute 

Thanks, 
Safouh 

From: Smith, Elliot [mailto:ESmith@osler.com] 
Sent: March 25, 2011 3:30PM 
To: 'safouh@smsenergy-engineering.com'; 'Deborah.Langelaan@powerauthority.on.ca'; 
'Michaei.Killeavy@powerauthority.on.ca' 
Subject: Re: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 
2011 

Thanks Safouh. Can you clarify the units of measurement for me? 

Elliot 

From: Safouh Soufi [mailto:safouh@smsenergy-engineering.com] 
Sent: Friday, March 25, 2011 03:18PM 
To: 'Deborah Langelaan' <Deborah.Langelaan@powerauthority.on.ca>; Smith, Elliot; 'Michael Killeavy' 
<Michaei.Killeavy@powerauthority.on.ca> 
Subject: RE: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 
2011 . 

Hello Elliot: 

The ramp rate figures for the Facility (two units) will be as follows: 

Q1: 37,800 MW 
Q2: 35,800 MW 
Q3: 33,000 MW 
Q4: 35,200 MW 

2 



These rates do not required adjustment for ambient conditions and are subject to negotiation with TCE, 
of course. TCE may see one of these rates in particular as being little aggressive but that is OK for now. 

Let me know if you have any questions. 

Thanks, 
Safouh 

From: Deborah Langelaan [mailto:Deborah.Langelaan@powerauthority.on.ca] 
Sent: March 25, 201111:04 AM · · 
To: esmith@osler.com; rsebastiano@osler.com; Michael Killeavy; Safouh Soufi; gene.meehan@nera.com 
Cc: Susan Kennedy 
Subject: FW: TransCanada Potential Project Negotiations - Capital Cost Estimate Rev 5 February 17, 
2011 

***Privileged and Confidential*** 

Please find attached TCE's revised capital cost estimate for a peaking plant in Cambridge. Although 
TCE has reduced its CAPEX by -$118 MM we're still miles apart with our estimates. 

TCE decreased the following costs: 

1. Reduced Fuel gas connection charges to $0 (decrease of -$62 MM) 
2. Reduced Electrical connection charges by -$34 MM 
3. Reduced Insurance & Misc. by -$1 MM 
4. Reduced Project Uncertainties by -$20 MM 

Deb 

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

From: John Mikkelsen [mailto:john_mikkelsen@transcanada.com] 
Sent: March 24, 2011 5:00 PM 
To: Deborah Langelaan 
Cc: Geoff Murray; Terry Bennett; John Cashin 
Subject: TransCanada Potential Project Negotiations - Capital Cost Estimate Rev 5 February 17, 2011 

Dear Deborah, 

Further to the receipt of your designation Jetter of March 21, 2011 received today, please find attached 
capital cost estimate TransCanada Capital Cost Estimate titled "Capital Cost Estimate Boxwood 
Generation Station ... #157;, Rev.5 dated "Feb 17, 2011 ... #157;. 

Best Regards, 

John Mikkelsen, P.Eng. 

Director, Eastern Canada, Power Development 

TransCanada 

3 



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

Tel: 416.869.2102 

Fax:416.869.2056 

Cell:416.559.1664 

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

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

Le contenu du pr~nt courriel est privii~'Wconfidentiel et 
soumis ces droits d'auteur. II est interdit de l'utiliser ou 
de le divulguer sans autorisation. 

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

From: Michael Killeavy · 
Sent: 
To: 

Man::h 25, 2011 6:27 PM 
'ESmith@osler.com' · · . . 

Subject: Re: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 
2011 

Great! Thanks for the quick turnaround. 

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

From: Smith, Elliot [mailto:ESmith@osler.com] 
Sent: Friday, March 25, 2011 06:26 PM 
To: Michael Killeavy 
Subject: RE: TransCanada Potential Project Negotiations - Capital Cost Estimate Rev 5 February 17, 2011 

No, it's good. Safouh confirmed that Q I =Season I, etc. 

From: Michael Killeavy [mailto:Michaei.Killeavy@powerauthority.on.ca] 
Sent: Friday, March 25, 2011 6:25 PM 
To: Smith, Elliot 
Subject: Re: TransCanada Potential Project Negotiations - Capital Cost Estimate Rev 5 February 17, 2011 

It's hard to read the attachment on my BlackBerry. Do you need to revise anything based on Safouh's last email? 

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 



From: Smith, Elliot [mailto:ESmith@osler.com] 
Sent: Friday, March 25, 2011 05:59 PM 
To: Safouh Soufi <safouh@smsenergy-engineering.com>; Deborah Langelaan; Michael Killeavy 
Cc: Sebastiane, Rocco <RSebastiano@osler.com> 
Subject: RE: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 2011 

All, 
Further to today's discussion, please find attached a revised draft letter to TCE along with a blackline. 
Please note that this draft presumes that the quarterly ramp rates set out below correspond to the 
Seasons used in the CES contract. If this is not the case, further revision may be required. 

Elliot 

D 
Elliot Smith 
Associate 

416.862.6435 DIRECT 
416.862.6666 FACSIMILE 
esmith@osler.com 

Osler, Hoskin & Harcourt LLP 
Box 50, 1 First Canadian Place E:]"' "'"" ~ '" 

From: Safouh Soufi [mailto:safouh@smsenergy-engineering.com] 
Sent: Friday, March 25, 2011 5:19PM 
To: Smith, Elliot; Deborah.Langelaan@powerauthority.on.ca; Michaei.Killeavy@powerauthority.on.ca 
Subject: RE: TransCanada Potential Project Negotiations- Capital COst Estimate Rev 5 February 17, 
2011 

Hello Elliot: 

The figures are per minute and the comma should be replaced with period".". Sorry about that. 

Here are the figures as they should appear in the Contract 

01: 37.8 MW/minute 
02: 35.8 MW/minute 
03: 33.0 MW/minute 
04: 35.2 MW/minute 

Thanks, 
Safouh 

From: Smith, Elliot [mailto:ESmith@osler.com] 
Sent: March 25, 2011 3:30 PM 
To: 'safouh@smsenergy-engineering.com'; 'Deborah.Langelaan@powerauthority.on.ca'; 
'Michaei.Killeavy@powerauthority.on.ca' 
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Subject: Re: TransCanada Potential Project Negotiations - Capital Cost Estimate Rev 5 February 17, 
2011 

Thanks Safouh. Can you clarify the units of measurement for me? 

Elliot 

From: Safouh Soufi [mailto:safouh@smsenergy-engineering.com] 
Sent: Friday, Marc.h 25, 201103:18 PM 
To: 'Deborah Langelaan' <Deborah.Langelaan@powerauthority.on.ca>; Smith, Elliot; 'Michael Killeavy' 
<Michaei.Killeavy@powerauthority.on.ca> 
Subject: RE: TransCanada Potential Project Negotiations - Capital Cost Estimate Rev 5 February 17, 
2011 

Hello Elliot: 

The ramp rate figures for the Facility (two units) will be as follows: 

Q1: 37,800 MW 
Q2: 35,800 MW 
Q3: 33,000 MW 
Q4: 35,200 MW 

These rates do not required adjustment for ambient conditions and are subject to negotiation with TCE, 
of course. TCE may see one of these rates in particular as being little aggressive but that is OK for now. 

Let me know if you have any questions. 

Thanks, 
Safouh 

From: Deborah Langelaan [mailto:Deborah.Langelaan@powerauthority.on.ca] 
Sent: March 25, 201111:04 AM 
To: esmith@osler.com; rsebastiano@osler.com; Michael Killeavy; Safouh Soufi; gene.meehan@nera.com 
Cc: Susan Kennedy 
Subject: FW: TransCanada Potential Project Negotiations - Capital Cost Estimate Rev 5 February 17, 
2011 . 

***Privileged and Confidential*** 

Please find attached TCE's revised capital cost estimate for a peaking plant in Cambridge. Although 
TCE has reduced its CAP EX by -$118 MM we're still miles apart with our estimates. 

TCE decreased the following costs: 

1. Reduced Fuel gas connection charges to $0 (decrease of -$62 MM) 
2. Reduced Electrical connection charges by -$34 MM 
3. Reduced Insurance & Misc. by -$1 MM 
4. Reduced Project Uncertainties by -$20 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 IF: 416.967.19471 deborah.langelaan@powerauthority.on.ca 1 
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From: John Mikkelsen [mailto:john_mikkelsen@transcanada.com] 
Sent: March 24, 2011 5:00PM 
To: Deborah Langelaan 
Cc: Geoff Murray; Terry Bennett; John Cashin 
Subject: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 2011 

Dear Deborah, 

Further to the receipt of your designation letter of March 21, 2011 received today, please find attached 
capital cost estimate TransCanada Capital Cost Estimate titled "Capital Cost Estimate Boxwood 
Generation Station ... #157;, Rev.5 dated "Feb 17, 2011 ... #157;. 

Best Regards, 

John Mikkelsen, P.Eng. 

Director, Eastern Canada, Power Development 

TransCanada 

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

Tel: 416.869.2102 

Fax:416.869.2056 

Cell:416.559.1664 

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

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

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

Le contenu du pr~nt couniel est privil@¥confidentiel et 
soumis ~es droits d'auteur. II est interdit de l'utiliser ou 
dele divulguer sans autorisation. 

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

From: 
Sent: 
To: 
Cc: 

Michael Killeavy 
March 25, 2011 8:16 PM 
Safouh Soufi 
Deborah Langelaan 

Subject: RE: TransCanad.a Potential Project Negotiations- Capital Cost Estimate Rev .5 February 17, 
2011 

Safouh, 

Thank you very much for all your help over the past few days in helping us finalize the 
response back to TCE. 

Michael 

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

-----Original Message-----
From: Safouh 5oufi [mailto:safouh@smsenergy-engineering.com] 
Sent: Fri 25-Mar-11 6:04 PM 
To: 'Smith, Elliot'; Deborah Langelaan; Michael Killeavy 
Subject: RE: TransCanada Potential Project Negotiations - Capital Cost Estimate Rev 5 
February 17, 2011 

Thanks Elliot. 

Q1 =Season 1 and likewise for other Q's. Q1 =Dec - Feb. 

The offset is in the figures and so we are good that way. I am available by email throughout 
the weekend. In case if you need to call me, please feel free to do so at anytime on my cell 
416-788-@456. 

Thanks, 

Safouh 
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From: Smith, Elliot [mailto:ESmith@osler.com] 
Sent: March 25, 2011 5:46 PM 
To: Safouh Soufi; Deborah.Langelaan@powerauthority.on.ca; 
Michael.Killeavy@powerauthority.on.ca 
Subject: RE: TransCanada Potential Project Negotiations - Capital Cost Estimate Rev 5 
February 17, 2011 

Thanks Safouh, this makes more sense. My last question is when you refer to Q1-Q4, are you 
referring to Season 1 - Season 4, or actual calendar quarters? As I'm sure you're aware, the 
Seasons in the CES contract are offset from calendar quarters. 

Elliot 

From: Safouh Soufi [mailto:safouh@smsenergy-engineering.com] 
Sent: Friday, March 25, 2011 5:19 PM 
To: Smith, Elliot; Deborah.Langelaan@powerauthority.on.ca; 
Michael.Killeavy@powerauthority.on.ca 
Subject: RE: Transcanada Potential Project Negotiations - Capital Cost Estimate Rev 5 
February 17, 2011 

Hello Elliot: 

The figures are per minute and the comma should be replaced with period 
that. 

Here are the figures as they should appear in the Contract 

Q1: 37.8 MW/minute 

Q2: 35.8 MW/minute 

Q3: 33.0 MW/minute 

Q4: 35.2 MW/minute 

Thanks, 

Safouh 
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From: Smith, Elliot [mailto:ESmith@osler.com] 
Sent: March 25, 2011 3:30 PM 
To: 'safouh@smsenergy-engineering.com'; 'Deborah.Langelaan@powerauthority.on.ca'; 
'Michael. Killeavy@pOI~erauthori ty. on. ca' 
Subject: Re: TransCanada Potential Project Negotiations - Capital Cost Estimate Rev 5 
February 17, 2011 

Thanks Safouh. Can you clarify the units of measurement for me? 

Elliot 

From: Safouh Soufi [mailto:safouh@smsenergy-engineering.com] 
Sent: Friday, March 25, 2011 03:18 PM 
To: 'Deborah Langelaan' <Deborah.Langelaan@powerauthority.on.ca>; Smith, Elliot; 'Michael 
Killeavy' <Michael.Killeavy@powerauthority.on.ca> 
Subject: RE: TransCanada Potential Project Negotiations - Capital Cost Estimate Rev 5 
February 17, 2011 

Hello Elliot: 

The ramp rate figures for the Facility (two units) will be as follows: 

Q1: 37,800 MW 

Q2: 35,800 MW 

Q3: 33,000 MW 

Q4: 35,200 MW 

These rates do not required adjustment for ambient conditions and are subject to negotiation 
with TCE, of course. TCE may see one of these rates in particular as being little aggressive 
but that is OK for now. 

Let me know if you have any questions. 
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Thanks, 

Safouh 

From: Deborah Langelaan [mailto:Deborah.Langelaan@powerauthority.on.ca] 
Sent: March 25, 2011 11:04 AM 
To: esmith@osler.com; rsebastiano@osler.com; Michael Killeavy; Safouh Soufi; 
gene.meehan@nera.com 
Cc: Susan Kennedy 
Subject: FW: TransCanada Potential Project Negotiations - Capital Cost Estimate Rev 5 
February 17, 2011 

***Privileged and Confidential*** 

Please find attached TCE's revised capital cost estimate for a peaking plant in Cambridge. 
Although TCE has reduced its CAPEX by -$118 MM we're still miles apart with our estimates. 

TCE decreased the following costs: 

1. Reduced Fuel gas connection charges to $0 (decrease of -$62 MM) 

2. Reduced Electrical connection charges by -$34 MM 

3. Reduced Insurance & Misc. by -$1 MM 

4. Reduced Project Uncertainties by -$20 MM 

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 
<blocked::mailto:ldeborah.langelaan@powerauthority.on.ca> I 

From: John Mikkelsen [mailto:john_mikkelsen@transcanada.com] 
Sent: March 24, 2011 5:00 PM 
To: Deborah Langelaan 
Cc: Geoff Murray; Terry Bennett; John Cashin 
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Subject: TransCanada. Potential Project Negotiations - Capital Cost Estimate Rev 5 February 
17, 2011 

Dear Deborah, 

Further to the receipt of your designation letter of March 21, 20.11 received today, please 
find attached capital cost estimate TransCanada Capital Cost Estimate titled "Capital Cost 
Estimate Boxwood Generation Station. #157;, Rev. 5 dated "Feb 17, 2011.#157; . 

Best Regards, 

John Mikkelsen, P.Eng. 

Director, Eastern Canada, Power Development 

TransCanada 

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

Tel: 416.869.2102 

Fax:416.869.2056 

Cell:416.559.1664 

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

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

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

Le contenu du pr?nt courriel est privil??confidentiel et soumis ?es droits d'auteur. Il est 
interdit de l'utiliser ou dele divulguer sans autorisation. 
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Aleksandar Kojic 

From: Michael Killeavy 
Sent: March 25,2011 8:17PM 
To: 
Cc: 

Smith, Elliot; gene.meehan@nera.com 
Deborah Langelaan 

Subject: RE: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 
2011 

Elliot and Gene, 

Thanks for all your help in the past few days in assisting us with the response back to TCE. 

Michael 

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) 
416-969-6671 (fax) 
416-526-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 

-----Original Message-----
From: Smith, Elliot [mailto:ESmith@osler.com] 
Sent: Fri 25-Mar-11 6:26 PM 
To: Michael Killeavy 
Subject: RE: TransCanada Potential Project Negotiations - Capital Cost Estimate Rev 5 
February 17, 2611 

No, it's good. Safouh confirmed that Q1=Season 1, etc. 

From: Michael Killeavy [mailto:Michael.Killeavy@powerauthority.on.ca] 
Sent: Friday, March 25, 2611 6:25 PM 
To: Smith, Elliot 
Subject: Re: TransCanada Potential Project Negotiations - Capital Cost Estimate Rev 5 
February 17, 2611 

It's hard to read the attachment on my BlackBerry. Do you need to revise anything based on 
Safouh's last email? 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
12@ Adelaide St. West, Suite 16ee 
Toronto, Ontario, M5H 1T1 
416-969-6288 (office) 
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416-969-6071 (fax) 
416-520-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 

From: Smith, Elliot [mailto:ESmith@osler.com] 
Sent: Friday, March 25, 2011 05:59 PM 
To: Safouh Soufi <safouh@smsenergy-engineering.com>; Deborah Langelaan; Michael Killeavy 
Cc: Sebastiana, Rocco <RSebastiano@osler.com> 
Subject: RE: TransCanada Potential Project Negotiations - Capital Cost Estimate Rev 5 
February 17, 2011 

All, 

Further to today's discussion, please find attached a revised draft letter to TCE along with 
a blackline. Please note that this draft presumes that the quarterly ramp rates set out 
below correspond to the Seasons used in the CES contract. If this is not the case, further 
revision may be required. 

Elliot 

<file:///C:\program%20files\osler\Osler%200utlook%20Email%20Signatures\email_logo.gif> 

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 
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<http://www.osler.com/> 

From: Safouh Soufi [mailto:safouh@smsenergy-engineering.com] 
Sent: Friday, March 25, 2011 5:19 PM 
To: Smith, Elliot; Deborah.Langelaan@powerauthority.on.ca; 
Michael.Killeavy@powerauthority.on.ca 
Subject: RE: Tr-ansCanada Potential Project Negotiations - Capital Cost Estimate .. Rev 5 ~ 

February 17, 2011 

-Hello Elliot: 

The figures are per minute and the comma should be replaced with period 
that. 

Here are the figures as they should appear in the Contract 

Q1: 37.8 MW/minute 

Q2: 35.8 MW/minute 

Q3: 33.0 MW/minute 

Q4: 35.2 MW/minute 

Thanks, 

Safouh 

From: Smith, Elliot [mailto:ESmith@osler.com] 
Sent: March 25, 2011 3:30 PM 

II II Sorry about 

To: 'safouh@smsenergy-engineering.com'; 'Deborah.Langelaan@powerauthority.on.ca'; 
'Michael.Killeavy@powerauthority.on.ca' 
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Subject: Re: TransCanada Potential Project Negotiations - Capital Cost Estimate Rev 5 
February 17, 2011 , . ·· 

Thanks Safouh. Can you clarify the units of measurement for me? 

Elliot 

From: Safouh Soufi [mailto:safouh@smsenergy-engineering.com] 
·Sent: Friday, March 25, 2011 03:18 .PM 
To: 'Deborah Langelaan' <Deborah.Langelaan@powerauthority.on.ca>; Smith, Elliot; 'Michael 
Killeavy' <Michael.Killeavy@powerauthority.on.ca> 
Subject: RE: TransCanada Potential Project Negotiations - Capital Cost Estimate Rev 5 
February 17, 2011 

Hello Elliot: 

The ramp rate figures for the Facility (two units) will be as follows: 

Q1: 37,800 MW 

Q2: 35,800 MW 

Q3: 33,000 MW 

Q4; 35,200 MW 

These rates do not required adjustment for ambient conditions and are subject to negotiation 
with TCE, of course. TCE may see one of these rates in particular as being little aggressive 
but that is OK for now. 

Let me know if you have any questions. 

Thanks, 

Safouh 

From: Deborah Langelaan [mailto:Deborah.Langelaan@powerauthority.on.ca] 
Sent: March 25, 2011 11:04 AM 
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To: esmith@osler.com; rsebastiano@osler.com; Michael Killeavy; Safouh Soufi; 
gene.meehan@nera.com 
Cc: Susan Kennedy 
Subject: FW: TransCanada Potential Project Negotiations - Capital Cost Estimate Rev 5 
February 17, 2011 

***Privileged and Confidential~** 

Please find attached TCE's revised capital cost estimate for a peaking plant in Cambridge. 
Although TCE has reduced its CAPEX by -$118 MM we're still miles apart with our estimates. 

TCE decreased the following costs: 

1. Reduced Fuel gas connection charges to $0 (decrease of -$62 MM) 

2. Reduced Electrical connection charges by -$34 MM 

3. Reduced Insurance & Misc. by -$1 MM 

4. Reduced Project Uncertainties by -$20 MM 

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 
<blocked::mailto:ldeborah.langelaan@powerauthority.on.ca> I 

From: John Mikkelsen [mail to: john_mikkelsen@transcanada. com] 
Sent: March 24, 2011 5:00 PM 
To: Deborah Langelaan 
Cc: Geoff Murray; Terry Bennett; John Cashin 
Subject: TransCanada Potential Project Negotiations - Capital Cost Estimate Rev 5 February 
17, 2011 

Dear Deborah, 
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Further to the receipt of your designation letter of March 21, 2011 received today, please 
find attached capital cost estimate TransCanada Capital Cost Estimate titled "Capital Cost 
Estimate Boxwood Generation Station.#157;, Rev.s dated "Feb 17, 2011.#157;. 

Best Regards, 

John Mikkelsen, P.Eng. 

Director, Eastern Canada, Power Development 

Transcanada 

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

Tel: 416.869.2102 

Fax:416.869.2056 

Cell:416.559.1664 

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

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

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

Le contenu du pr?nt courriel est privil??confidentiel et soumis ?es 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 25, 2011 9:15PM 
JoAnne Butler; Susan Kennedy 
Deborah Langelaan 
TCE Matter- Response to . .TCE Letter of 10 March 2011 to the OPA .... 
#20297127v6_LEGAL_1_- Draft Response to A. Pourbaix Letter with Project Proposal.doc; 
OPA Counter-Proposal NRR Model 25 Mar 2011 COUNTER-PROPOSAL v4.xls; Draft 
Schedule C- Adjustment Methodology 20325513_1.DOC 

High 

*** PRIVILEGED AND CONFIDENTIAL - PREPARED IN. CDNTEMeLAUDN OF LITir;ATION *** 

Attached is the proposed response back to TCE and the model used to calculate the NRR. The 
salient points are: 

1. We have responded to each of TCE's purported value propositions as we discussed and 
agreed. 

2. We spent a great deal of time reviewing the CAPEX and we believe that the CAPEX ought to 
be pegged at $375 million. We used the TCE CAPEX spend profile and just pro-rated it down 
from $540 million to $375 million. 

3. The resulting NRR is $12,887/MW-month. NERA has independently developed a model that is 
somewhat different from ours and has confirmed the figure. This is encouraging: two 
different models and the variation in calculated NRR is -$100/MW-month (<1%}. We have done 
an "all equity" analysis with a cost of equity at 7.5%, which is at about the middle of the 
calculated costs of equity. We are ignoring the 5.25% that TCE purports is its unlevered 
cost of equity since it is far too low. NERA has confirmed that 7.5% is a reasonable cost of 
equity to use. If we used TCE' s 5. 25% the NRR would b.e $10, 530/MW-month, keeping all other 
parameters the same. We used as many of TCE's other modelling parameters as we could. 

4. The financial value of the OGS is set at $50 million. NERA has some good arguments for 
using a value in this neighbourhood, so we used this to solve for the NRR. We recognize that 
we may need to raise this, but I think we can push back on claims for a higher value. NERA 
thinks it might go as high as $200 million and still be defensible, but that puts the NRR up 
around $15,984/MW-month, holding all other parameters the same. 

5. The alleged OGS Sunk Costs are included in the NRR. 

6. We still haven't seen the LTSA so we estimated our own figures for O&M. Deb has worked 
out some reasonable figures for GD&M, too. 

7. We have developed a framework for target costing the CAPEX and then adjusting the NRR 
(also attached). We thought that it was best to disclose this to TCE once we had gauged 
their reaction to the main proposal. Accordingly, it isn't part of the proposed response 
back, but can be given to TCE at the afternoon or Tuesday meeting if they are dismayed at the 
low NRR. We thought that if they did grudging accept the counter-proposal, why bother 
offering up target costing the CAPEX? In any event, it is developed and ready to go if we 
need it. We also developed a formula for converting the final target cost adjusted CAPEX 
into NRR to avoid getting into a "battle of the financial models" with TCE afterward. 

8. Although it isn't part of the letter, we thought that you might tell TCE when you call 
that we are prepared to give TCE the full residual value for K-W peaking plant, i.e., we will 
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not build in a "clawback" mechanism in the substantive contract with TCE to re-capture any 
residual value for the plant - it's theirs to keep. Their reaction to this may help us 
counter their arguments for a high OGS residual value to boost up the OGS $50 million 
financial value. I think there is value in holding this back for the time being and using our 
judgment on when it's best to propose target costing the CAPEX and adjusting the NRR .. 

NERA won't be at the meeting with TCE as we want to preserve NERA's independence in the event 
we need to go to litigation and rely on Gene as an expert. Safouh will come in case there 
are questions about the technical specifications in Schedule A. I did the modelling, so I 
can answer the modelling questions. So we think we'vegbt all the bases covered. 

I am very pleased with how everyone came together this week to develop and finalize this 
response back to TCE. 

I'll be monitoring my BlackBerry over the weekend if you should have any questions. 

Michael 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
120 Adelaide St. West, Suite 1600 
Toronto, Ontario, MSH 1T1 
416-969-6288 (office) 
416-969-6071 (fax) 
416-520-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 
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DRAFT: MARCH :iS, 2011 

PRIVILEGED, CONFIDENTIAL AND WITHOUT PREJUDICE 

Dear Mr. Pourbaix: 

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

We are writing to you in response to your letter to Colin Andersen, dated March 10, 20 II. 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 
apprQpria,tely prot~tingth~ interests {)f ratepayers. We _have reviewed the proposal contained in 
the draft implementation agreement and schedules TCE provided to us, and find that-it does not 
meet this requirement. We would like to suggest an alternative proposal which we believe meets 
this requirement. 

The Gove=ent of Ontario's Long-Term Energy Plan has identified a need for a peaking natural 
gas-fired plant in the K.itchener-Waterloo-Cambridge area. We believe such a plant is a project 
that could compensate ICE for the termination of the Contract and at the same time protect the 
interests of ratepayers (the "Replacement Project"). We have set out in Schedule "A" to this 
letter a technical description of the requirements of the Replacement Project. 

We would propose to enter into a contract with ICE for ICE to construct, own, operate and 
maintain the Replacement Project as compensation for the termination of the Contract. The 
contract for the Replacement Project (the "Replacement Contract") would be based on the fmal 
form of contract (the "NYR Contract") included as part of the Northern York Region Peaking 
Generation Request for Proposals, subject to the changes set out below and otherwise as 
necessitated by Schedule "A". The fmancial parameters of the Replacement Contract would be 
as set out in Schedule "B" to this letter. 

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 ICE, 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, such Planning Act approvals do 
not impede the development of the Replacement Project. 

If this did not occur and the delay in the issuance of such Planning Act approvals caused 
ICE not to achieve Co=ercial Operation by the Milestone Date for Co=ercial 
Operation, such delay would be considered an event of Force Majeure, and ICE 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 the event of Force Majeure resulted in a delay that was greater 

LEGAL_! :20297127.6 
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than two years and the OP A paid TCE a termination amount equal to $50,000,000 plus 
the total amount of the sunk costs determined in accordance with paragraph 2, below, 
provided however that such total of the sunk costs shall not exceed $37,000,000. TCE 
would be solely responsible for all other permits and approvals required for the 
Replacement Project, subject to the standard Force Majeure provisions set out in the 
NYR Contract. 

2. Oakville Sunk Costs. The NRR set out in Schedule "B" to this letter includes an amount 
on account of TCE's sunk costs associated with the development of the Oakville 
Generating Station. To the extent that the total of the verified, non-recoverable sunk costs 
(net of any residual value) associated with the development of the Oakville Generating 
Station is less than $37,000,000, the NRR shall be reduced by 0.000 019 314 2 multiplied 
by the amount by which such costs are less than $37,000,000. 

3. Interconnection Costs. The Replacement Contract would provide that all out-of-pocket 
costs incurred by TCE for the electrical and natural gas interconnection of the 
Replacement Project would be reimbursed by the OPA. Such costs would be reimbursed 
on terms that are substantially the same as the terms set out in Section 1 of Exhibit S of 
the Accelerated Clean Energy Supply Contract between the OPA and Portland Energy 
Centre L.P. with the necessary conforming changes being made, provided that (i) there 
shall be no "Budgeted Costs" included in the NRR on account of such costs, (ii) 
references to the "Simple Cycle Operation Date" shall be replaced with references to the 
"Commercial Operation Date", and (iii) there shall be no "Excess HI Amount". 

4. 

5. 

6. 

7. 

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 mansging 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 
NRRlF would be equal to 20%. In the course of fmalizing 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 defmitive 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 90% 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 90% but less than 100% of the applicable Seasonal Contract Capacity, a 
Capacity Reduction Factor would apply in accordance with the provisions of Exhibit J. In 
addition, there would be a requirement as part of a Capacity Check Test to confirm that 
the Replacement Project is capable of achieving the Contract Ramp Rate set out in 
Schedule "B" to this letter. 
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8. 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 
Exhibit J but would be willing to discuss any concerns TCE may have in this regard. 

If this proposal is acceptable to you, we will prepare the necessary documentation for y~ur 
review. For greater certainty, although this proposal is made in good faith, it remains subject to 
internal OPA approvals and does not constitute an offer capable of acceptance: 

Yours very truly, 

JoAnne Butler 

c. Colin Andersen, Ontario Power Authority 
Michael Killeavy, Ontario Power Authority 
Rocco Sebastiana, Osler, Hoskin & Harcourt LLP 
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SCHEDULE "A" TECHNICAL REQUIREMENTS 

I. ·Replacement Project 

The Replacement Project shall: 

(a) be a dispatchable facility designed for maximum operational flexibility; 

(b) be a simple cycle configuration generating facility; 

(c) utilize natural gas supplied by pipeline as the fuel; and 

(d) comply with Section 6 (Generation Connection Criteria), as specified in the 
'Ontario Resources and Transmission Assessment Criteria' document published 
bytheiESO. 

II. Contract Capacity 

The Replacement Project will be a single generating facility and will: 

(a) be able to provide a minimum of 250 MW at 35 oc under both N-1 System 
Conditions and N-1 Generating Facility Conditions simultaneously. For further 
clarity, the Replacement 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 500 MW at 35 oc under N-2 System Conditions; 

(c) have a Season 3 Contract Capacity of not less than 480 MW; and 

(d) have a Contract Capacity of not more than 550 MW in any Season. 

III. Electrical Connection 

The Replacement Project will be connected directly to the IESO-Controlled Grid via new double 
circuit 230 kV transmission lines. Notwithstanding the foregoing, the Replacement Project may 
also connect to a Local Distribution System for the purpose of providing Islanding Capability. 

The Replacement Project will have a connection point located with a direct connection to the 
Hydro One circuits M20D and M21D between the [•Jth transmission tower (Tower #e) leaving 
the Preston TS connecting to the Galt TS. [Note: This assumes the Replacement Project is 
located at the Boxwood site.] 

IV. Operation Following a N-2 Contingency (Load Restoration) 

If a disruption occurs that leads to N-2 system conditions, TCE shall be required to use 
Commercially Reasonable Efforts (as such term is defined in the Contract) to assist the IESO, as 
directed by the IESO, in restoring load in accordance with Section 7 of the Ontario Resource and 
Transmission Assessment Criteria. 
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V. Operational Flexibilities 

1. Ramp Rate Requirement. The Replacement Project must be such that each combustion 
turbine is capable of ramping at a rate equal to or greater than the Contract Ramp Rate. 
The Contract Ramp Rate will be subject to verification' as part of the Capacity Check 
Test. 

2. Emissions Requirements. 

(a) The emissions from the Replacement Project shall meet or exceed the following 
criteria: 

(b) 

(c) 

(d) 
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(i) Nitrogen Oxides (NOx) in a concentration not exceeding 15 ppmv (based 
upon Reference Conditions (as such term is defmed in the Contract) and 
15% Oz in the exhaust gases on a dry volume basis) as measured using an 
emissions measurement methodology substantially based on Exhibit W to 
the Contract (the "Emissions Measurement Methodology"); and 

(ii) Carbon Monoxide (CO) in a concentration not exceeding 10 ppmv (based 
upon Reference Conditions and 15% Oz in the exhaust gases on a dry 
volume basis) as measured using the Emissions Measurement 
Methodology. · 

TCE will provide evidence to support the stated emission levels ofNOx and CO 
in the form of a signed certificate by an authorized representative of any of: (1) 
the original equipment manufacturer of the Replacement Project's turbines, (2) 
the supplier or manufacturer of any post combustion emission control equipment 
utilized by the Replacement Project, or (3) the engineering company responsible 
for the design of the Replacement Project, which certificate must state that the 
Replacement Project, as designed, will operate within these stated limits for NOx 
and CO. 

The Replacement Contract will require that the emission limits for NOx and CO 
be (i) incorporated into the Replacement Project's Environmental Review Report 
or its completed environmental assessment, and (ii) reflected in the Replacement 
Project's application to the Ministry of the Environment for a Certificate of 
Approval (Air) Operating Permit, together with a specific request in such 
application that such limits be imposed as conditions of such Certificate of 
Approval. 

The emission limits for NOx and CO stated in the Replacement 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, the 
Replacement Project must comply with the NOx and CO limits set out above, 
including, without limitation, at the time of attaining Commercial Operation and 
during any Capacity Check Test. 
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3. Fuel Supply. The Replacement Project will obtain gas distribution services from Union 
Gas Limited, and TCE cannot by-pass Union Gas Limited. 

4. Equipment. The Replacement Project will be designed utilizing (2) M501 GAC Fast Start 
gas-fired combustion turbine generators to be supplied by MPS Canada, Inc. (the 
"Generators"), with evaporative cooling and emission reduction equipm~nt. Each 
Generator shall be nominally rated at [•] MW (measured at the Generator's output 
terminals) new and clean, at ISO conditions. 
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SCHEDULE "B''- FINANCIAL PARAMETERS 

Contract CapacitY~. , .· 
Note: Subjectto Schedule 
"A;' . TCE to detel:mine' · 
. '' - '. ' .: ; ·,-): ._ '.-: ' ,. -· ' ., 

Seasonal Contract. 
Capacities so lorigas the 
AAcd !s5oo l\1W, · 

10nORCC .. 

Contract Ramp Rate 
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$ 12,887 I MW-month 

20% 

SOOMW 

700 MMBTU/start-up 

$30,000/start-up 

$0.89/MWh 

$0.50/MWh 

Season 1 Season 2 

10.42 10.55 
MMBTU/MWh MMBTU/MWh 

(HHV) (HHV) 

!•JMW r•JMW 

OMW OMW 

37.8 35.8 
MW/minute MW/minute 

Season 3 

10.66 
MMBTU/MWh 

(HfN) 

r•JMW 

OMW 

33.0 
MW/miuute 

Season 4 

10.58 
MMBTU/MWh 

(HfN) 

!•JMW 

OMW 

35.2 
MW/minute 



Target Costing Allocation of Actual CAPEX 

Target CAP EX= 

CAP EX Sharing: 

FINAL CAP EX= 
Overrun {Underrun) = 

OPAShare 
TCE Share 
Adjusted CAP EX= 

Initial NRR 
Final NRR 

ADJUSTED CAPEX 
$348,750,000 
$357,500,000 
$366,250,000 
$375,000,000 

$387,500,000 
$400,000,000 

$412,500,000 
$425,000,000 
$437,500,000 

OPA 

TCE 

$375,000,000 

Overrun Underrun 

50% 35% 

50% 65% 

·• ··•·• ~s~Q;c!WAQ'9c· 
$125,000,000 

$62,500,000 
$62,500,000 

> .$43J;~gp,~Q:(j; Target CAP EX+ OPA Share 

m= 
b= 

$12,887 
· $i4;o9ir· 

FINAL NRR 
$12,380 
$12,549 
$12,718 
$12,887 
$13,128 
$13,370 

$13,611 
$13,853 
$14,094 

1.93142E-05 
5644.131697 

FITTED LINE 
$12,380 
$12,549 
$12,718 
$12,887 
$13,128 
$13,370 
$13,611 
$13,853 

$14,094 

11873 $1,014 



DRAFT: MARCH 24, 2011 

SCHEDULE "C" -ADJUSTMENT METHODOLOGY 

1. The Net Revenue Requirement set out in Schedule "B" is based on an assumption that the 
capital cost to design and build the Replacement Project will be $375,000,000 (the 
"Target Capex"). So long as the actual cost to design and build the Replacement Project 
(the "Actual Capex") is within 3% higher or lower than the Target' Capex, there shall be 
no adjustment in the NRR. If the Actual Capex is more than 3% higher or lower than the 
Target Capex, the NRR shall be adjusted on the following basis. For greater certainty, 
none of the other parameters set out in Schedule "B" is subject to adjustment. 

(b) 

(c) 

(d) 
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(i) The OPA's share of any difference between the Target Capex and the 
Actual Capex shall be determined as follows: 

OPA Share= (Actual Capex- Target Capex) x 0.50, provided that the 
OPA Share shall not exceed $37,500,000 

(ii) The adjusted capital cost ("Adjusted Capex") shall be equal to the OP A 
Share plus the Target Capex. For greater certainty, if the OPA Share is a 
negative number, the Adjusted Capex shall be less than the Target Capex. 

(iii) The adjusted NRR shall be equal to 5185.205289 plus 1.78219 x 10·5 

multiplied by the Adjusted Capex. 

The determination of the Actual Capex shall not include: (i) any costs being 
reimbursed by the OPA, including, without limitation, "Interconnection Costs" 
and "Oakville Sunk Costs", as set out above, (ii) any costs incurred by TCE that 
were not reasonably required to be incurred in order for TCE to fulfill its 
obligations under the Replacement Contract or that were not incurred in 
accordance with "Good Engineering and Operating Practices" (as such term is 
defined in the Contract), or (iii) any costs not substantiated to the reasonable 
satisfaction of the OPA. 

The following costs shall be considered fixed components of the Target Capex not 
subject to change in determining the Actual Capex: 

Cost Fixed Price 

Main Turbine Original Costs (excluding change orders) $156,274,358 

Main Turbine Additional Scope (excluding change orders) $39,198,860 

l•l 

The determination of the Actual Capex shall be done through an "open book" 
process, such that all costs incurred by TCE in designing and building the 
Replacement Project shall be transparent to the OPA and fully auditable. Any 
dispute relating to the determination of the Actual Capex shall be resolved in 
accordance with the dispute resolution provisions of the Replacement Contract. 
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(e) All dollar amounts referenced in this letter are in Canadian dollars, unless 
otherwise specified. 
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Aleksandar Kojic 

From: 
Sent: 
To: 
Cc: 
Subject: 

Attachments: 

Group: 

Safouh Soufi [safouh@smsenergy-engineering.com] 
March 25, 2011 9:17 PM 
'Smith, Elliot'; Deborah Langelaan; Michael Killeavy 
'Sebastiane, Rocco' 
RE: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 
2011 
#20297127v6_LEGAL_1_- Draft Response to A Pourbaix Letter with Project 
Proposai_SMS_Rev_1.doc 

I made some comments on the document a.nd few changes to Schedule A. It may appear .as if I made significant 
changes to Schedule A; judging by track changes but I didn't. MSWord is awkward when you change section numbering 
it makes it look as if the entire section had been added. 

Thanks, 
Safouh 

From: Smith, Elliot [mailto:ESmith@osler.com] 
Sent: March 25, 2011 6:00 PM 
To: Safouh Soufi; Deborah.Langelaan@powerauthority.on.ca; Michaei.Killeavy@powerauthority.on.ca 
Cc: Sebastiane, Rocco 
Subject: RE: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 2011 

All, 
Further to today' s discussion, please find attached a revised draft letter to TCE along with a blackline. Please 
note that this draft presumes that the quarterly ramp rates set out below correspond to the Seasons used in the 
CES contract. If this is not the case, further revision may be required. 

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 

[:r,~,~~,~ 

From: Safouh Soufi [mailto:safouh@smsenergy-engineering.com] 
Sent: Friday, March 2S, 2011 5:19PM 
To:· Smith, Elliot; Deborah.Langelaan@powerauthority.on.ca; Michaei.Killeavy@powerauthority.on.ca 
Subject: RE: TransCanada Potential Project Negotiations -Capital Cost Estimate Rev 5 February 17, 2011 

Hello Elliot: 
1 



The figures are per minute and the comma should be replaced with period".". Sorry about that. 

Here are the figures as they should appear in the Contract 

Q1: 37.8 MW/minute 
02: 35.8 MW/minute 
Q3: 33.0 MW/minute 
Q4: 35.2 MW/minute 

Thanks, 
Safouh 

From: Smith, Elliot [mailto:ESmith@osler.com] 
Sent: March 25, 2011 3:30 PM 
To: 'safouh@smsenergy-engineering.com'; 'Deborah.Langelaan@powerauthority.on.ca'; 
'Midlaei.Killeavy@powerauthority.on.ca' 
Subject: Re: Transcanada Potential Project Negotiations- capital Cost Estimate Rev 5 February 17, 2011 

Thanks Safouh. Can you clarify the units of measurement for me? 

Elliot 

From: Safouh Soufi [mailto:safouh@smsenergy-engineering.com] 
Sent: Friday, March 25, 2011 03:18PM 
To: 'Deborah Langelaan' <Deborah.Langelaan@powerauthority.on.ca>; Smith, Elliot; 'Michael Killeavy' 
<Michaei.Killeavy@powerauthority.on.ca> 
Subject: RE: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 2011 

Herro Elliot 

The ramp rate figures for the Facility (two units) will be as follows: 

Q1: 37,800 MW 
Q2: 35,800 MW 
Q3: 33,000 MW 
Q4: 35,200 MW 

These rates do not required adjustment for ambient conditions and are subject to negotiation with TCE, of 
course. TCE may see one of these rates in particular as being little aggressive but that is OK for now. 

Let me know if you have any questions. 

Thanks, 
Safouh 

From: Deborah Langelaan [mailto:Deborah.Langelaan@powerauthority.on.ca] 
Sent: March 25, 201111:04 AM 
To: esmith@osler.com; rsebastiano@osler.com; Michael Killeavy; Safouh Soufi; gene.meehan@nera.com 
Cc: Susan Kennedy 
Subject: FW: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 2011 

... Privileged and Confidential*** 
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Please find atta9hed TCE's revised capital cost estimate for a peakin[l plant in Cambridge. Although TCE has 
reduced its CAP EX by -$118 MM we're still miles apart with our estimates. 

TCE decreased the following costs: 

1. Reduced Fuel gas connection charges to $0 (decrease of -$62 MM) 
2. Reduced Electrical connection charges by -$.34 MM · 
3. Reduced Insurance & Misc. by -$1 MM 
4. Reduced Project Uncertainties by -$20 MM 

···Deb 

Deborah Langelaan I Manager, Natural Gas Projects I OPA 1 

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

From: John Mikkelsen [mailto:john_mikkelsen@transcanada.com] 
Sent: March 24, 2011 5:00 PM 
To: Deborah langelaan 
Cc: Geoff Murray; Terry Bennett; John Cashin 
Subject: TransCanada Potential Project Negotiations - Capital Cost Estimate Rev 5 February 17, 2011 

Dear Deborah, 

Further to the receipt of your designation letter of March 21, 2011 received today, please find attached capital 
cost estimate TransCanada Capital Cost Estimate titled "Capital Cost Estimate Boxwood Generation 
Station ... #157;, Rev.5 dated "Feb 17, 2011 ... #157;. 

Best Regards, 

John Mikkelsen, P.Eng. 

Director, Eastern Canada, Power Development 

TransCanada 

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

Tel: 416.869.2102 

Fax:416.869.2056 

Cell:416.559.1664 

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

***************************************************************"**** 

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

Le contenu du pr~nt courriel est privil~¥confidentiel et 
soumis ces droits d'auteur. II est interdit de l'utiliser au 
dele divulguer sans autorisation. 

**********************************************************"'********* 
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DRAFT: MARCH 25, 2011 

PRIVILEGED, CONFIDENTIAL AND WITHOUT PREJUDICE 

Dear Mr. Pourbaix: 

Southwest GTA Clean Energy Supply Contract (the "Contract") between TransCanada 
Energy Ltd. ("TCE") and the Ontario Power Authority ("OPA") 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 find that it does not 
meet this requirement. We would like to suggest an alternative proposal which we believe meets 
this requirement. 

The Government of Ontario's Long-Term Energy Plan has identified a need for a peaking natural 
gas-fired plant in the Kitchener-Waterloo-Cambridge area. We believe such a plant is a project 
that could compensate TCE for the termination of the Contract and at the same time protect the 
interests of ratepayers (the "Replacement Project"). We have set out in Schedule "A" to this 
letter a technical description of the requirements of the Replacement Project. 

We would propose to enter into a contract with TCE for TCE to construct, own, operate and 
maintain the Replacement Project as compensation for the termination of the Contract. The 
contract for the Replacement Project (the "Replacement Contract") would be based on the final 
form of contract (the "NYR Contract") included as part of the Northern York Region Peaking 
Generation Request for Proposals, subject to the changes set out below and otherwise as 
necessitated by Schedule "A". The fmancial parameters of the Replacement Contract would be 
as set out in Schedule "B" to this letter. 

The following sets out the changes to the NYR Contract that would be applicable to the 
Replacement Contract: 

I. Permits and Approvals. With respect to the approvals required pursuant to the Planning 
Act to construct the Replacement Project, the OP A would work with TCE, the host 
municipality and the Province "of Ontario to ensure that once all of the requirements for 
the Planning Act approvals have been satisfied, the approvals are issued in a timely 
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 II. I of the .Environmental AssessmentAct 
or is the subject o{(i) an order under section 3.1 or a declaration under section 3.2 of that 
Aci, or (ii) an exempting regulation made under that Act, such Planning Act approvals do 
not impede the development of the Replacement Project. 

1fthis did not occur and the delay in the issuance of such Planning Act approvals caused 
TCE not to achieve Commerci!il Operation by the Milestone Date for Commercial 
Operation, such delay would be considered an event of Force Majeure, and TCE would 
be entitled to recover its reasonable, out-of-pocket costs resulting from such delay, by 
way of a corresponding increase in the Net Revenue Requirement (NRR). In addition, the 
OPA would not have the right to terminate the Replacement Contract for such event of 
Force Majeure, unless the event of Force Majeure resulted in a delay that was greater 
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than two years and the OPA paid TCE a termination amount equal to $50,000,000 plus 
the total amount of the sunk costs determined in accordance with paragraph 2, below, 
provided however that such total of the sunk costs shall not exceed $37,000,000. TCE 
would be solely responsible for all other permits and approvals required for the 
Replacement Project, subject to the standard Force Majeure provisions set out in the 
NYR Contract. 

2. Oakville Sunk Costs. The NRR set out in Schedule "B" to this letter includes an amount 
on account of TCE's sunk costs associated with' the development of the Oakviile 
Generating Station. To the extent that the total of the verified, non-recoverable sunk costs 
(net of any residual value) associated with the development of the Oakville Generating 
Station is less than $37,000,000, the NRR shall be adjusted using >ee!Heea by a factor (the 
"NRR Adjusting Factor''). The NRR Adjusting Factor will be9.999 919 314 2 multiplied 
by the amount by which such costs are less than $37,000,000. INTD: At this point, it is 
strategically in the OPA interest not to tip TCE's hand by disclosing a specific number to 
adjust NRR. I am concerned that TCE may find this figure acceptable and will be 
difficult for the OPA to back away from it. The OPA proposed-figure is 1.5 times more 
than what TCE has proposed for NRR adjustment. Yes it works in the OPA favour to 
adjust NRR sunk cost but not so for higher CAPEX. For upward CAPEX adjustment we 
would want the NRR Adjusting Factor to be as low as possible even lower than what 
TCE has proposed. To do that. we may have to take into account significant revenues 
from startwup as one way to lower NRR Adiusting. Factor. Also. one other concern in 
giving TCE a specific number at this stage in the game is it could potentially allow TCE 
to figure out how OPA model works. We have to consider this very carefully.} 

3. 

4. 

Interconnection Costs. The Replacement Contract would provide that all out-of-pocket 
costs incurred by TCE for the electrical and natural gas interconnection of the 
Replacement Project would be reimbursed by the OPA. Such costs would be reimbursed 
on terms that are substantially the same as the terms set out in Section 1 of Exhibit S of 
the Accelerated Clean Energy Supply Contract between the OPA and Portland Energy 
Centre L.P. with the necessary conforming changes being made, provided that (i) there 
shall be no "Budgeted Costs" included in the NRR on account of such costs, (ii) 
references to the "Simple Cycle Operation Date" shall be replaced with references to the 
"Commercial Operation Date", and (iii) there shall be no "Excess H1 Amounf'. 

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. INTD -Food 
for thoughts: should we not say that we used $14+ Million as basis for NRR calculations 
and in so doing make the. change to the $14+ be subject to NRRAdjusting Factor. Given 
that right now they seem to be using a relatively high number for a simple cycle dutv. 
There is room for NRR reduction here. TCE wouldn't mind this approach as per email 
from Terrv Bennett to JoAnne of March 18 in which Terrv says referring to GD&M 
"This is another item that "will be what it will be" and we can figure 
out how to deal with it later".} 
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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 wiJiing to consider accepting a higher NRRIF, so long as there was a 
corresponding reduction in the NRR. 

6. 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. 

7. 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 90% 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 90% but less than I 00% of the applicable Seasonal Contract Capacity, a 
Capacity Reduction Factor would apply in accordance with the provisions of Exhibit J. In 
addition, there would be a requirement as part of a Capacity Check Test to confirm that 
the Replacement Project is capable of achieving the Contract Ramp Rate set out in 
Schedule "B" to this letter. 

8. 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 
Exhibit J but would be willing to discuss any concerns TCE may have in this regard. 

If this proposal is acceptable to you, we will prepare the necessary documentation for your 
review. For greater certainty, although this proposal is made in good faith, it remains subject to 
internal OPA approvals and does not constitute an offer capable of acceptance. 

Yours very truly, 

JoAnne Butler 

c. Colin Andersen, Ontario Power Authority 
Michael ](jlleavy, Ontario Power Authority 
Rocco Sebastiana, Osler, Hoskin & Harcourt LLP 
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SCHEDULE "A" TECHNICAL REQUIREMENTS 

I. Reolacement Project 

The Replacement Project shall: 

(a) be a dispatchable facility designed for maximum operational flexibility; 

(b) be a simple cycle configuration generating facility; 

(c) utilize natural gas supplied by pipeline as the fuel; and 

(d) comply with Section 6 (Generation Connection Criteria), as specified in the 
'Ontario Resources and Transmission Assessment Criteria' document published 
bytheiESO. 

II. Contract Capacity 

The Replacement Project will be a single generating facility and will: 

(a) be able to provide a minimum of 250 MW at 35 'C under both N-1 System 
Conditions and N-1 Generating Facility Conditions simultaneously. For further 
clarity, the Replacement 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 500 MW at 35 'C under N-2 System Conditions; 

(c) have a Season 3 Contract Capacity of not less than 480 MW; and 

(d) have a Contract Capacity of not more than 550 MW in any Season. 

III. Electrical Connection 

The Replacement Project will be connected directly to the IESO-Controlled Grid via new double 
circuit 230 kV transmission lines. Notwithstanding the foregoing, the Replacement Project may 
also connect to a Local Distribution System for the purpose of providing Islanding Capability. 

The Replacement Project will have a connection point located with a direct connection to the 
Hydro One circuits M20D and M21D between the [•]"' transmission tower (Tower #•) leaving 
the Preston TS connecting to the Galt TS. [Note: This assumes the Replacement Project is 
located at the Boxwood site.] 

IV. Operation Following a N-2 Contingency (Load Restoration) 

If a disruption occurs that leads to N-2 system conditions, TCE shall be required to use 
Commercially Reasonable Efforts (as such term is defined in the Contract) to assist the IESO, as 
directed by the IESO, in restoring load in accordance with Section 7 of the Ontario Resource and 
Transmission Assessment Criteria. 

LEGAL_1;20297127.6 
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v. Operational Flexibilities 

I. Ramp Rate Requirement The Replacement Project must be such that the two eaeh 
combustion turbine§. combined arei-s capable of ramping at a rate equal to or greater than 
the Contract Ramp Rate. The Contract Ramp Rate will be subject to verification as part 
of the Capacity Check Test. {NTD: Reference to each CTG was correct in the earlier 
version of Schedule A since the ramp was expressed in %/min. Since we changed that to 
MW/min for the Facilitv. we are now by definition referring to two turbines.} 

~VI. Emissions Requirements;-

(a) 

(b) 

(c) 

(d) 

LEGAL_1:20297121.6 

The emissions from the Replacement Project shall meet or exceed the following 
criteria: 

(i) Nitrogen Oxides (NOx) in a concentration not exceeding 15 ppmv (based 
upon Reference Conditions (as such term is defined in the Contract) and 
15% 0 2 in the exhaust gases on a dry volume basis) as measured using an 
emissions measurement methodology substantially based on Exhibit W to 
the Contract (the "Emissions Measurement Methodology"); and 

(ii) Carbon Monoxide (CO) in a concentration not exceeding 10 ppmv (based 
upon Reference Conditions and 15% 02 in the exhaust gases on a dry 
volume basis) as measured using the Emissions Measurement 
Methodology. 

TCE will provide evidence to support the stated emission 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 Replacement Project's turbines, (2) 
the supplier or manufacturer of any post combustion emission control equipment 
utilized by the Replacement Project, or (3) the engineering company responsible 
for the design of the Replacement Project, which certificate must state that the 
Replacement Project, as designed, will operate within these stated limits for NOx 
and CO. 

The Replacement Contract will require that the emission limits for NOx and CO 
be (i) incorporated into the Replacement Project's Environmental Review Report 
or its completed environmental assessment, and (ii) reflected in the Replacement 
Project's application to the Ministry of the Environment for a Certificate of 
Approval (Air) Operating Permit, together with a specific request in such 
application that such limits be imposed as conditions of such Certificate of 
Approval. 

The emission limits for NOx and CO stated in the Replacement 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, the 
Replacement Project must comply with the NOx and CO limits set out above, 
including, without limitation, at the time of attaining Commercial Operation and 
during any Capacity Check Test. 
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VII. Fuel Sunply. ________ ... ---- ---------------- .. ------------------------------- n. umm------- ------------------ .. ,::.: ~.~;:'~:~ Formatted: Bullets and Numbering 
Fonnatted: Underline 

The Replacement Project will obtain gas distribution services from Union Gas Limited. and TCE 
cannot by-pass Union Gas Limited. 

VID. Project Major Equipment. ______ -· _____________ ··--··---- ________ ···-·--- ______________________________ ---· __ :'>,::: ?""===,;;;,;=;;;,~~~~=< 
Formatted: Bullets and Numbering 

The Replacement Project may deploy Two 12) M501GAC Fast Start gas-fired combustion 
turbine generators to be supplied by MPS Canada. Inc. (the "Generators"). with evaporative 
cooling and emission reduction equipment. Each Generator shall be nominally rated at [ •1 MW 
(measured at the Generator's output terminals) new and clean. at !SO conditions. 

LEOAL_1:20297127.6 
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Aleksandar Kojic 

·From: 
Sent: 

Safouh Soufi [safouh@smsenergy-engineering.com] 
March 25, 2011 9:11 PM 

To: Michael Killeavy 
Cc: Deborah Langelaan 
Subject: RE: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 

2011 

You are most welcome. 

Have a great weekend, 
Safouh 

From: Michael Killeavy [mailto:Michaei.Killeavy@powerauthority.on.ca] 
Sent: March 25, 2011 8:16 PM 
To: Safouh Soufi 
Cc: Deborah Langelaan 
Subject: RE: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 2011 

Safouh, 

Thank you very much for all your help over the past few days in helping us fmalize the response back to TCE. 

Michael 

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

-----Original Message-----
From: Safouh Soufi [mailto:safouh@smsenergy-engineering.com] 
Sent: Fri 25-Mar-1 I 6:04PM 
To: 'Smith, Elliot'; Deborah Langelaan; Michael Killeavy 
Subject: RE: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 201 I 

Thanks Elliot. 

Q I = Season I and likewise for other Q's. Q I =Dec- Feb. 

The offset is in the figures and so we are good that way. I am available by email throughout the weekend. In case if you need to call 
me, please feel free to do so at anytime on my cell416-788-0456. 
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Thanks, 

Safouh 

From: Smith, Elliot [mailto:ESmith@osler.com] 
Sent: March 25, 20 II 5:46 PM 
To: Safouh Soufi; Deborah.Langelaan@powerauthority.on.ca; Michael.Killeavy@powerauthority.on.ca 
Subject: RE: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 2011 

Thanks Safouh, this makes more sense. My last question is when you refer to Ql-Q4, are you referring to Season 1 - Season 4, or 
actual calendar quarters? As I'm sure you're aware, the Seasons in the CES contract are offset from calendar quarters. 

Elliot 

From: Safouh Soufi [mailto:safouh@smsenergy-engineering.com] 
Sent: Friday, March 25,2011 5:19PM 
To: Smith, Elliot; Deborah.Langelaan@powerauthority.on.ca; Michael.Killeavy@powerauthority.on.ca 
Subject: RE: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 2011 

Hello Elliot: 

The figures are per minute and the comma should be replaced with period".". Sorry about that. 

Here are the figures as they should appear in the Contract 

Ql: 37.8 MW/minute 

Q2: 35.8 MW/minute 

Q3: 33.0 MW/minute 

Q4: 35.2 MW/minute 

Thanks, 

Safouh 
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From: Smith, Elliot [mailto:ESmith@osler.com] 
Sent: March 25, 2011 3:30PM 
To:. 'safonh@smsenergy-engineering.com'; 'Deborah.Langelaan@powerauthority.on.ca'; 'Michaei.Killeavy@powerauthority.on.ca' 
Subject: Re: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 2011 

Thanks Safonh. Can you clarifY the units of measurement for me? 

Elliot 

From: Safonh Soufi [mailto:safouh@smsenergy-engineering.com] 
Sent: Friday, March 25, 2011 03:18PM 
To: 'Deborah Langelaan' <Deborah.Langelaan@powerauthority.on.ca>; Smith, Elliot; 'Michael Killeavy' 
<Michaei.Killeavy@powerauthority.on.ca> 
Subject: RE: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 201 !' 

Hello Elliot: 

The ramp rate figures for the Facility (two units) will be as follows: 

Ql: 37,800 MW 

Q2: 35,800 MW 

Q3: 33,000 MW 

Q4: 35,200 MW 

These rates do not required adjustment for ambient conditions and are subject to negotiation with TCE, of course. TCE may see one 
of these rates in particular as being little aggressive but that is OK for now. 

Let me know if you have any questions. 

Thanks, 

Safonh 

From: Deborah Langelaan [mailto:Deborah.Langelaan@powerauthoritv.on.ca] 
Sent: March25, 2011 !1:04AM 
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To: esmith@osler.com; rsebastiano@osler.com; Michael Killeavy; Safouh Soufi; gene.meehan@nera.com 
Cc: Susan Kennedy 
Subject: FW: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 2011 

***Privileged and Confidential*** 

Please find attached TCE's revised capital cost estimate for a peaking plant in Cambridge. Although TCE has reduced its CAPEX by 
-$118 MM we're still miles apart with our estimates. 

TCE decreased the following costs: 

I. Reduced Fuel gas connection charges to $0 (decrease of -$62 MM) 

2. Reduced Electrical connection charges by -$34 MM 

3. Reduced Insurance & Misc. by -$1 MM 

4. Reduced Project Uncertainties by -$20 MM 

Deb 

Deborah Langelaan I Manager, Natural Gas ProjectsiQPA I 
Suite 1600 - 120 Adelaide St. W. I Toronto, ON M5H I T1 I 
T: 4!6.969.60521 F: 416.967.19471 deborah.langelaan@powerauthority.on.ca 
<b1ocked::mailto:ldeborah.langelaan@powerauthoritv.on.ca> I 

From: John Mikkelsen [mailto:john mikkelsen@transcanada.com] 
Sent: March 24, 2011 5:00PM 
To: Deborah Langelaan 
Cc: Geoff Murray; Terry Bennett; John Cashin 
Subject: TransCanada Potential Project Negotiations - Capital Cost Estimate Rev 5 February 17, 2011 

Dear Deborah, 

Further to the receipt of your designation letter ofMarch 21, 2011 received today, please find attached capital cost estimate 
Trans Canada Capital Cost Estimate titled "Capital Cost Estimate Boxwood Generation Station.# 157 ;, Rev .5 dated "Feb 17, 
2011.#157;. 

Best Regards, 
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John Mikkelsen, P .Eng. 

Director, Eastern Canada, Power Development 

Trans Canada 

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

Tel: 416.869.2102 

Fax:4!6.869.2056 

Cell:416.559.!664 

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

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

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

Le contenu du pr?nt courriel est privil??confidentiel et 
soumis ?es droits d'auteur. II est interdit de l'utiliser ou 
de Je divulguer sans autorisation. 

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

From: 
Sent: 
To: 
Cc: 
Subject: 

JoAnne Butler 
March 25, 2011 10:19 PM 
Michael Killeavy; Susan Kennedy 
Deborah Langelaan 
Re: TCE Matter- Response to TCE Letter of 10 March 2011 to the OPA .... 

Ok ... just had a quick read through ... sounds like a great team effort ... I will look at it more 
closely on Sunday but probably wait to talk to y'all on Monday .... 

JCB 

Original Message -~--­
From: Michael Killeavy 
Sent: Friday, March 25, 2011 09:15 PM 
To: JoAnne Butler; Susan Kennedy 
Cc: Deborah Langelaan 
Subject: TCE Matter- Response to TCE Letter of 10 March 2011 to the OPA .... 

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

Attached is the proposed response back to TCE and the model used to calculate the NRR. The 
salient points are: 

1. We have responded to each of TCE's purported value propositions as we discussed and 
agreed. 

2. We spent a great deal of time reviewing the CAPEX and we believe that the CAPEX ought to 
be pegged at $375 million. We used the TCE CAPEX spend profile and just pro-rated it down 
from $540 million to $375 million. 

3. The resulting NRR is $12,887/MW-month. NERA has independently developed a model that is 
somewhat different from ours and has confirmed the figure. This is encouraging: two 
different models and the variation in calculated NRR is -$100/MW-month (<1%). We have done 
an "all equity" analysis with a cost of equity at 7.5%, which is at about the middle of the 
calculated costs of equity. We are ignoring the 5.25% that.TCE purports is its unlevered 
cost of equity since it is far too low. NERA has confirmed that 7.5% is a reasonable cost of 
equity to use. If we used TCE's 5.25% the NRR would be $10,530/MW-month, keeping all other 
parameters the same. We used as many of TCE's other modelling parameters as we could. 

4. The financial value of the OGS is set at $50 million. NERA has some good arguments for 
using a value in this neighbourhood, so we used this to solve for the NRR. We recognize that 
we may need to raise this, but I. think w~; can push back on claims for a higher value. NERA 
thinks it might go as high as $200 million and still be defensible, but that puts the NRR up 
around $15,984/MW-month, holding all other parameters the same. 

5. The alleged OGS Sunk Costs are included in the NRR. 

6. We still haven't seen the LTSA so we estimated our own figures for O&M. Deb has worked 
out some reasonable figures for GD&M, too. 

7. We have developed a framework for target costing the CAPEX and then adjusting the NRR 
(also attached). We thought that it was best to disclose this to TCE once we had gauged 
their reaction to the main proposal. Accordingly, it isn't part of the proposed response 
back, but can be given to TCE at the afternoon or Tuesday meeting if they are dismayed at the 
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low NRR. We thought that· if they did grudging accept the counter-proposal, why bother 
offering up target costing the CAPEX? In any event, it is developed and ready to go if we 
need it. We also developed a formula for converting the final target cost adjusted CAPEX 
into NRR to avoid getting into a "battle of the financial models" with TCE afterward. 

8. Although it isn't part of the letter, we thought that you might tell TCE when you call 
that we are prepared to give TCE the full residual value for K-W peaking plant, i.e., we will 
not build in a "clawback" mechanism in the substantive contract with TCE to re-capture any 
residual value for the plant- it's theirs to keep. Their reaction to this may help us 
counter their arguments for a high OGS residual value to boost up the OGS $50 million 
financial value. I think there is value in holding this back for the time being and using our 
judgment on when it's best to propose target costing the CAPEX and adjusting the NRR. 

NERA won't be at the meeting with TCE as we want to preserve NERA's independence in the event 
we need to go to litigation and rely on Gene as an expert. Safouh will come in case there 
are questions about the technical specifications in Schedule A. I did the modelling, so I 
can answer the modelling questions. So we think we've got all the bases covered. 

I am very pleased with how everyone came together this week to develop and finalize this 
response back to TCE. 

I'll be monitoring my BlackBerry over the weekend if you should have any questions. 

Michael 

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

From: Michael Killeavy 
Sent: March 25, 2011 10:20 PM 
To: JoAnne Butler . . . · . . . . .· 
Subject: Re: TCE .Matter- Response to TCE Letter of1 0 March 2011 to the OPA .... 

Ok. 

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: Friday, March 25, 2811 18:18 PM 
To: Michael Killeavy; Susan Kennedy 
Cc: Deborah Langelaan 
Subject: Re: TCE Matter- Response to TCE Letter of 18 March 2811 to the OPA .••. 

Ok ... just had a quick read through ..• sounds like a great team effort •.. I will look at it more 
closely on Sunday but probably wait to talk to y'all on Monday .... 

JCB 

Original Message ----­
From: Michael Killeavy 
Sent: Friday, March 25, 2011 09:15 PM 
To: JoAnne Butler; Susan Kennedy 
Cc: Deborah Langelaan 
Subject: TCE Matter- Response to TCE Letter of 18 March 2811 to the OPA .... 

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

Attached is the proposed response back to TCE and the model used to calculate the NRR. The 
salient points are: 

1. We have responded to each of TCE's purported value propositions as we discussed and 
agreed. 

2. We spent a great deal of time reviewing the CAPEX and we believe that the CAPEX ought to 
be pegged at $375 million. We used the TCE CAPEX spend profile and just pro-rated it down 
from $548 million to $375 million. 

3. The resulting NRR is $12,887/MW-month. NERA has independently developed a model that is 
somewhat different from ours and has confirmed the figure. This is encouraging: two 
different models·and the variation in calculated NRR is -$188/MW-month (<1%). We have done 
an "all equity" analysis with a cost of equity at 7.5%, which is at about the middle of the 
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calculated costs of equity. We are ignoring the 5.25% that TCE purports is its unlevered 
cost of equity since it is far too low. NERA has confirmed that 7.5% is a reasonable cost of 
equity to use. If we used TCE's 5.25% the NRR would be $10,530/MW-month, keeping all other 
parameters the same .. We used as many of TCE's other modelling parameters as we could. 

4. The financial value of the OGS is set at $50 million. NERA has·some good arguments for 
using a value in this neighbourhood, so we used this to solve for the NRR. We recognize that 
we may need to raise this, but I think we can push back on claims for a higher value. NERA 
thinks it might go as high as $200 million and still be defensible, but that puts the NRR up 
around.$15,984/MW-month, holding all other parameters the same. 

5. The alleged OGS Sunk Costs are included in the NRR. · 

6. We still haven't seen the LTSA so we estimated our own figures for O&M. Deb has worked 
out some reasonable figures for GD&M, too. 

7. We have developed a framework for target costing the CAPEX and then adjusting the NRR 
(also attached). We thought that it was best to disclose this to TCE once we had gauged 
their reaction to the main proposal. Accordingly, it isn't part of the proposed response 
back, but can be given to TCE at the afternoon or Tuesday meeting if they are dismayed at the 
low NRR. We thought that if they did grudging accept the counter-proposal, why bother 
offering up target costing the CAPEX? In any event, it is developed and ready to go if we 
need it. We also developed a formula for converting the final target cost adjusted CAPEX 
into NRR to avoid getting into a "battle of the financial models" with TCE afterward. 

8. Although it isn't part of the letter, we thought that you might tell TCE when you call 
that we are prepared to give TCE the full residual value for K-W peaking plant, i.e., we will 
not build in a "clawback" mechanism in the substantive contract with TCE to re-capture any 
residual value for the plant- it's theirs to keep. Their reaction to this may help us 
counter their arguments for a high OGS residual value to boost up the OGS $50 million 
financial value. I think there is value in holding this back for the time being and using our 
judgment on when it's best to propose target costing the CAPEX and adjusting the NRR. 

NERA won't be at the meeting with TCE as we want to preserve NERA's independence in the event 
we need to go to litigation and rely on Gene as an expert. Safouh will come in case there 
are questions about the technical specifications in Schedule A. I did the modelling, so I 
can answer the modelling questions. So we think we've got all the bases covered. 

I am very pleased with how everyone came together this week to develop and finalize this 
response back to TCE. 

I'll be monitoring my BlackBerry over the weekend if you should have any questions. 

Michael 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
120 Adelaide St. West, Suite 1600 
Toronto, Ontario, M5H 1T1 
416-969-6288 (office) 
416~969-6071 (fax) 
416-S20-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 
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Aleksanda.r Kojic 

From: 
Sent: 

Safouh Soufi [safouh@smsenergy-engineering.com] 
March 26, 2011 2:49 PM 

To: Michael Killeavy· 
Cc: Deborah Langelaan 
Subject: Re: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 

2011 

Hello Micheal: 

Would you be available to meet for one hour over the weekend before the offer is made to TCE. I can meet you 
ANY time that is convenient for you at our Qffice or anywhere else. 

Thanks, 
Safouh 

From: "Michael Killeavy" <Michael.Killeavy@powerauthority.on.ca> 
Date: Fri, 25 Mar 2011 20:15:35 -0400 
To: Safouh Soufi<safouh@smsenergy-engineering.com> 
Cc: Deborah Langelaan<Deborah.Langelaan@powerauthority.on.ca> 
Subject: RE: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 2011 

Safouh, 

Thaok you very much for all your help over the past few days in helping us fmalize the response back to TCE. 

Michael 

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

-----Original Message---·· 
From: Safouh Soufi [mailto:safouh@smsenergy-engineering.com] 
Sent: Fri 25-Mar-11 6:04PM 
To: 'Smith, Elliot'; Deborah Langelaan; Michael Killeavy 
Subject: RE: TransCanada Potential Project Negotiations - Capital Cost Estimate Rev 5 February 17, 20 II 

Thaoks Elliot. 

Q I = Season I and likewise for other Q's. Q I =Dec - Feb. 
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The offset is in the figures and so we are good that way. I am available by email throughout the weekeud. In case if you need to call 
me, please feel free to do so at anytime on my cell416-788-0456. 

Thanks, 

Safouh 

From: Smith, Elliot [ mailto:ESmith@osler.com] 
Sent: March 25,2011 5:46PM 
To: Safouh Soufi; Deborah.Langelaan@powerauthority.on.ca; Michael.Killeavy@powerauthority.on.ca 
Subject: RE: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 2011 

Thanks Safouh, this makes more sense. My last question is when you refer to Q1-Q4, are you referring to Season 1 - Season 4, or 
actual calendar quarters? As I'm sure you're aware, the Seasons in the CES contract are offset from calendar quarters. 

Elliot 

From: Safouh Soufi [mailto:safouh@smsenergy-engineering.com] 
Sent: Friday, March 25,2011 5:19PM 
To: Smith, Elliot; Deborah.Langelaan@powerauthority .on.ca; Michael.Killeavy@powerauthority .on.ca 
Subject: RE: TransCanada Potential Project Negotiations - Capital Cost Estimate Rev 5 February 17, 20 II 

Hello Elliot: 

The figures are per minute and the comma should be replaced with period".". Sorry about that. 

Here are the figures as they should appear in the Contract 

Ql: 37.8 MW/minute 

Q2: 35.8 MW/minute 

Q3: 33.0 MW/minute 

Q4: 35.2 MW/minute 

Thanks, 
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Safouh 

From: Smith, Elliot [mailto:ESmith@osler.com] 
Sent: March25, 20ll 3:30PM 
To: 'safouh@smsenergy-eugiueering.com'; 'Deborah.Langelaau@powerauthority.on.ca'; 'Michael.Killeavy@powerauthority.on.ca' 
Subject: Re: TrausCauada Potential Project Negotiations· Capital Cost Estimate Rev 5 February 17, 2011 

Thanks Safouh. Cau you clarify the units of measurement for me? 

Elliot 

From: Safouh Soufi [mailto:safouh@smsenergy-engiueering.com] 
Sent: Friday, March 25, 2011 03:18 PM 
To: 'Deborah Laugelaau' <Deborah.Laugelaan@powerauthority.on.ca>; Smith, Elliot; 'Michael Killeavy' 
<Michael.Killeavy@powerauthority.on.ca> 
Subject: RE: TrausCauada Potential Project Negotiations· Capital Cost Estimate Rev 5 February 17,2011 

Hello Elliot: 

The ramp rate figures for the Facility (two units) will be as follows: 

Q1: 37,800 MW 

Q2: 35,800 MW 

Q3: 33,000 MW 

Q4: 35,200 MW 

These rates do not required adjustment for ambient conditions aud are subject to negotiation with TCE, of course. TCE may see one 
of these rates in particular as being little aggressive but that is OK for now. 

Let me know if you have auy questions. 

Thanks, 

Safouh 
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From: Deborah Langelaan [mailto:Deborah.Langelaan@powerauthoritv.on.ca] 
Sent: March25, 2011 11:04 AM 
To: esmith@osler.com; rsebastiano@osler.com; Michael Killeavy; Safouh Soufi; gene.meehan@nera.com 
Cc: Susan Kennedy 
Subject: FW: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 2011 

***Privileged and Confidential*** 

Please fmd attached TCE's revised capital cost estimate for a peaking plant in Cambridge. Although TCE has reduced its CAPEX by 
-$118 MM we're still miles apart with our estimates. ' 

TCE decreased the following costs: 

I. Reduced Fuel gas connection charges to $0 (decrease of -$62 MM) 

2. Reduced Electrical connection charges by -$34 MM 

3. Reduced Insurance & Misc. by -$1 MM 

4. Reduced Project Uncertainties by -$20 MM 

Deb 

Deborah Langelaan I Manager, Natural Gas ProjectsiOPA 1 
Suite 1600- 120 Adelaide St. W.l Toronto, ON M5H I Til 
T: 416.969.60521 F: 416.967.19471 deborah.langelaan@powerauthority.on.ca 
<blocked::mailto:ldeborah.langelaan@powerauthoritv.on.ca> I 

From: John Mikkelsen [mailto:john mikkelsen@transcanada.com] 
Sent: March 24,2011 5:00PM 
To: Deborah Langelaan 
Cc: Geoff Murray; Terry Bennett; John Cashin 
Subject: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 2011 

Dear Deborah, 

Further to the receipt of your designation letter of March 21, 20 II received today, please fmd attached capital cost estimate 
TransCanada Capital Cost Estimate titled "Capital Cost Estimate Boxwood Generation Station.# I 57;, Rev.5 dated "Feb 17, 
2011.#157;. 
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Best Regards, 

John Mikkelsen, P .Eng. 

Director, Eastern Canada, Power Development 

Trans Canada 

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

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 mnst not be 
disclosed, copied, forwarded or distributed without authorization. If you have received this message in error, please notifY the sender 
immediately and delete the original message. Thank you. 

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

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

Le contenu du pr?nt courriel est privil??confidentiel et 
soumis ?es droits d'auteur. II est interdit de l'utiliser ou 
de le divulguer sans autorisation. 

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

From: Michael Killeavy 
Sent: 
To: 
Cc: 

March 26, 2011 5:44 PM 
'safouh@smsenergy-engineering.com' 
Deborah Langelaan . 

Subject: Re: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 
2011 

What's up? We were planning to meet prior to the TCE meeting. 

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

From: Safouh Soufi [mailto:safouh@smsenergy-engineering.com] 
Sent: Saturday, March 26, 2011 02:48 PM 
To: Michael Killeavy 
Cc: Deborah Langelaan 
Subject: Re: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 2011 

Hello Micheal: 

Would you be available to meet for one hour over the weekend before the offer is made to TCE. I can meet you 
ANY time that is convenient for you at our office or anywhere else. 

Thanks, 
Safouh 

From: "Michael Killeavy" <Michael.Killeavy@powerauthority.on.ca> 
Date: Fri, 25 Mar 2011 20:15:35 -0400 
To: Safouh Soufi<safouh@smsenergy-engineering.com> 
Cc: Deborah Langelaan<Deborah.Langelaan@powerauthmity.on.ca> 
Subject: RE: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 2011 

Safouh, 

Thank you very much for all your help over the past few days in helping us fmalize the response back to TCE. 

Michael 

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

-----Original Message-----
From: Safouh Soufi [mailto:safouh@smsenergy-engineering.com] 
Sent: Fri 25"Mar-ll 6:04 PM 
To: 'Smith, Elliot'; Deborah Langelaan; Michael Killeavy 
Subject: RE: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 2011 

Thanks Elliot. 

Ql =Season I and likewise for other Q's. Ql =Dec- Feb. 

The offset is in the figures and so we are good that way. I am available by email throughout the weekend In case if you need to call 
me, please feel free to do so at anytime on my cell4!6-788-0456. 

Thanks, 

Safouh 

From: Smith, Elliot [mailto:ESmith@osler.com] 
Sent: March 25, 2011 5:46PM 
To: Safouh Soufi; Deborah.Langelaan@powerauthority.on.ca; Michael.Killeavy@powerauthority.on.ca 
Subject: RE: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 2011 

Thanks Safouh, this makes more sense. My last question is when you referto Ql-Q4, are you referring to Season I- Season4, or 
actual calendar quarters? As I'm sure you're aware, the Seasons in the CES contract are offset from calendar quarters. 

Elliot 

From: Safouh Soufi [mailto:safouh@smsenergy-engineering.com] 
Sent: Friday, March 25,2011 5:19PM 
To: Smith, Elliot; Deborah.Langelaan@powerauthority.on.ca; Michael.Killeavy@powerauthority.on.ca 
Subject: RE: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 2011 
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Hello Elliot: 

The figures are per minute and the comma should be replaced with period".". Sorry about that. 

Here are the figures as they should appear in the Contract 

Q1: 37.8 MW/minute 

Q2: 35.8 MW/minute 

Q3: 33.0 MW/minute 

Q4: 35.2 MW/minute 

Thanks, 

Safouh 

From: Smith, Elliot [mailto:ESmith@osler.com] 
Sent: March 25, 2011 3:30PM 
To: 'safouh@smsenergy-engineering.com'; 'Deborah.Langelaan@powerauthority.on.ca'; 'Michael.Killeavy@powerauthority.on.ca' 
Subject: Re: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 2011 

Thanks Safouh. Can you clarifY the units of measurement for me? 

Elliot 

From: Safouh Soufi [mailto:safouh@smsenergy-engineering.com] 
Sent: Friday, March 25,2011 03:18PM 
To: 'Deborah Langelaan' <Deborah.Langelaan@powerauthority.on.ca>; Smith, Elliot; 'Michael Killeavy' 
<Michael.Killeavy@powerauthority.on.ca> 
Subject: RE: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 2011 

Hello Elliot: 

The ramp rate figures for the Facility (two units) will be as follows: 

Q1: 37,800 MW 
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Q2: 35,800 MW 

Q3: 33,000 MW 

Q4: 35,200 MW 

;These rates do not required adjustment for ambient conditions and are subject to negotiation with TCE, of course. TCE may see one 
of these rates in particular as being little aggressive but that is OK for now. 

Let me know if you have any questions. 

Thanks, 

Safouh 

From: Deborah Langelaan [mailto:Deborah.Langelaan@powerauthoritv.on.ca] 
Sent: March 25, 20 II 11:04 AM 
To: esmith@osler.com; rsebastiano@osler.com; Michael Killeavy; Safouh Soufi; gene.meehan@nera.com 
Cc: Susan Kennedy 
Subject: FW: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 2011 

***Privileged and Confidential*** 

Please fmd attached TCE's revised capital cost estimate for a peaking plant in Cambridge. Although TCE has reduced its CAPEX by 
-$118 MM we're still miles apart with our estimates. 

TCE decreased the following costs: 

1. Reduced Fuel gas connection charges to $0 (decrease of -$62 MM) 

2. Reduced Electrical connection charges by -$34 MM 

3. Reduced Insurance & Misc. by -$1 MM 

4. Reduced Project Uncertainties by -$20 MM 

Deb 

Deborah Langelaan I Manager, Natural Gas ProjectsiQPA I 
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Suite 1600 - 120 Adelaide St. W. I Toronto, ON M5H 1 'Tl I 
T: 416.969.60521 F: 416.967.19471 deborah.Iangelaan@powerauthority.on.ca 
<blocked::mailto:ldeborah.Iangelaan@powerauthoritv.on.ca> 1 

From: John Mikkelsen [mailto:john mikkelsen@transcanada.com] 
Sent: March 24, 2011 5:00PM 
To: Deborah Langelaan 
Cc: Geoff Murray; Terry Bennett; John Cashin 
Subject: TransCanada Potential Project Negotiations - Capital Cost Estimate Rev 5 February 17, 2011 

Dear Deborah, 

Further to the receipt of your designation letter of March 21, 2011 received today, please fmd~attached capital cost estimate 
TransCanada Capital Cost Estimate titled "Capital Cost Estimate Boxwood Generation Station.#157;, Rev.5 dated "Feb 17, 
2011.#157;. 

Best Regards, 

John Mikkelsen, P .Eng. 

Director, Eastern Canada, Power Development 

Trans Canada 

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

Tel: 416.869.2102 

Fax:416.869.2056 

Cell:416.559.1664 

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

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

This e-mail message is privileged, confidential and subject to 
copyright. Any unauthorized use or disclosure is prohibited. 
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Le contenu du pr?nt courriel est privil??confidentiel et 
soumis ?es droits d'auteur. II est interdit de !'utiliser ou 
dele divulguer sans autorisation. 

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

From: 
Sent: 
To: 

Michael Killeavy 
March 26, 2011 5:45 PM 
Deborah Langelaan 

Subject: Fw: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 
2011 

This is strange? Any idea what this is 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 

From: Safouh Soufi [mailto:safouh@smsenergy-engineering.com] 
Sent: Saturday, March 26, 2011 02:48 PM 
To: Michael Killeavy 
Cc: Deborah Langelaan 
Subject: Re: TransCanada Potential Project Negotiations -Capital Cost Estimate Rev 5 February 17, 2011 

Hello Micheal: 

Would you be available to meet for one hour over the weekend before the offer is made to TCE. I can meet you 
ANY time that is convenient for you at our office or anywhere else. 

Thanks, 
Safouh 

From: "Michael Killeavy" <Michael.Killeavy@powerauthority.on.ca> 
Date: Fri, 25 Mar 2011 20:15:35 -0400 
To: Safouh Soufi<safouh@smsenergy-engineering.com> 
Cc: Deborah Langelaan<Deborah.Langelaan@powerauthority.on.ca> 
Subject: RE: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 2011 

Safouh, 

Thank you very much for all your help over the past few days in helping us finalize the response back to TCE. 

Michael 

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

-----Original Message-----
From: Safouh Soufi [mailto:safouh@smsenergy-engineering.com] 
Sent: Fri 25-Mar-11 6:04PM 
To: 'Smith, Elliot'; Deborah Langelaan; Michael Killeavy 
Subject: RE: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 2011 

Thanks Elliot. 

Ql =Season I and likewise for other Q's. Ql =Dec- Feb. 

The offset is in the figures and so we are good that way. I am available by email throughout the weekend. In case if you need to caJI 
me, please feel free to do so at anytime on my cel1416-788-0456. 

Thanks, 

Safouh 

From: Smith, Elliot [mailto:ESmith@osler.com] 
Sent: March 25, 2011 5:46PM 
To: Safouh Soufi; Deborah.Langelaan@powerauthority.on.ca; Michael.KiJleavy@powerauthority.on.ca 
Subject: RE: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 2011 

Thanks Safouh, this makes more sense. My last question is when you refer to Q l-Q4, are you referring to Season 1 - Season 4, or 
actual calendar quarters? As I'm sure you're aware, the Seasons in the CES contract are offset from calendar quarters. 

EJliot 

From: Safouh Soufi [mailto:safouh@smsenergy-engineering.com] 
Sent: Friday, March 25,20115:19 PM 
To: Smith, Elliot; Deborah.Langelaan@powerauthority.on.ca; Michael.Killeavy@powerauthority.on.ca 
Subject: RE: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 2011 
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Hello Elliot: 

The figures are per minute aud the comma should be replaced with period".". Sorry about that. 

Here are the figures as they should appear in the Contract 

Ql: 37.8 MW/minute 

Q2: 35.8 MW/minute 

Q3: 33.0 MW/minute 

Q4: 35.2 MW/minute 

Thanks, 

Safouh 

From: Smith, Elliot [mailto:ESmith@osler.com] 
Sent: March 25,2011 3:30PM 
To: 'safouh@smsenergy-engineering.com'; 'Deborah.Langelaan@powerauthority.on.ca'; 'Michael.Killeavy@powerauthority.on.ca' 
Subject: Re: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 2011 

Thanks Safouh. Can you clarify the units of measurement for me? 

Elliot 

From: Safouh Soufi [mailto:safouh@smsenergy-engineering.com] 
Sent: Friday, March 25, 2011 03:18 PM 
To: 'Deborah Langelaan' <Deborah.Langelaan@powerauthority.on.ca>; Smith, Elliot; 'Michael Killeavy' 
<Michael.Killeavy@powerauthority.on.ca> 
Subject: RE: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 2011 

Hello Elliot: 

The ramp rate figures for the Facility (two units) will be as follows: 

Ql: 37,800 MW 
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Q2: 35,800 MW 

Q3: 33,000 MW 

Q4: 35,200 MW 

These rates do not required adjustment for ambient conditions and are subject to negotiation with TCE, of course. TCE may see one 
of these rates in particular as being little aggressive but that is OK for now. 

Let me know if you have any questions. 

Thanks, 

Safouh 

From: Deborah Langelaan [mailto:Deborah.Langelaan@powerauthoritv.on.ca] 
Sent: March 25,2011 JI:04 AM 
To: esmith@osler.com; rsebastiano@osler.com; Michael Killeavy; Safouh Soufi; gene.meehan@nera.com 
Cc: Susan Kennedy 
Subject: FW: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 20JI 

***Privileged and Confidential*** 

Please find attached TCE's revised capital cost estimate for a peaking plant in Cambridge. Although TCE has reduced its CAPEX by 
-$118 MM we're still miles apart with our estimates. 

TCE decreased the following costs: 

I. Reduced Fuel gas connection charges to $0 (decrease of -$62 MM) 

2. Reduced Electrical connection charges by -$34 MM 

3. Reduced Insurance & Misc. by -$1 MM 

4. Reduced Project Uncertainties by -$20 MM 

Deb 

DeborahLangelaan I Manager, Natural Gas ProjectsiOPA I 
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Suite 1600- 120 Adelaide St. W.l Toronto, ON M5H IT! I 
T: 416.969.60521 F: 416.967.19471 deborah.langelaan@powerauthority.on.ca 
<blocked::mailto:ldeborah.langelaan@oowerauthoritv.on.ca> I 

From: John Mikkelsen [mailto:john mikkelsen@transcanada.com] 
Sent: March 24,2011 5:00PM 
To: Deborah Langelaan 
Cc: Geoff Murray; Terry Bennett; John Cashin· 
Subject: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 2011 

Dear Deborah, 

Further to the receipt of your designation letter of March 21,2011 received today, please find attached capital cost estimate 
TransCanada Capital Cost Estimate titled "Capital Cost Estimate Boxwood Generation Station.# I 57;, Rev.5 dated "Feb 17, 
2011.#157;. 

Best Regards, 

John Mikkelsen, P.Eng. 

Director, Eastern Canada, Power Development 

Trans Canada 

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

Tel: 416.869.2102 

Fax:416.869.2056 

Cell:416.559.1664 

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

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

This e-mail message is privileged, confidential and subject to 
copyright. Any unauthorized use or disclosure is prohibited. 
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Le contenu du pr?nt courriel est privil??confidentiel et 
soumis ?es droits d'auteur. II est interdit de !'utiliser ou 
de le divulguer sans autorisation. 

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

From: 
Sent: 
To: 
Cc: 
Subject: 

Hello Michael: 

Safouh Soufi [safouh@smsenergy-engineering.com] 
March27, 2011 3:12AM 
Michael Killeavy 
Deborah Langelaan; 'Safouh Soufi' 
RE: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 
2011 . 

Just got back home and my Blackberry's battery went flat and so didn't see your email earlier. 

I was thinking about OGS sunk cost and the additional $1,014 in NRR it has-triggered. This morning I crunched the-_ 
figures from your model in ours and started to question if the NRR should be increased to cover OGS sunk cost. 1 am of 
the opinion that it shouldn't be for as long as the target OGS NPV is $50M (2009). Here is my rational: 

I used $375M CAPEX, same O&M as in your model, 500 MW, 20% and set NRR to $11,873 (2014). At 7.50% DR 1 found 
the NPV of the Potential Project is in the order of $131M (2011) and ROE (unlv.) at 11.66% net after tax (our model 
includes IDC which provides additional tax relief). At 5.25% DR the NPV would go up to $247M (2011) and of course 
ROE stays the same. The above results are for a 25-year contract. 

Fora 20-yearcontract, the NPV is $92M (2011) at 7.5% DR and $182M (2011) at 5.25% DR. The ROE is estimated at 
10.9% net after tax. 

As you can see in all of the above cases ROE is higher than the 9% TCE requires from Ontario power projects. So the 
project makes business sense from their vantage. Also, in all of the above cases the Potential Project NPV is higher than 
the sum of OGS NPV and OGS sunk cost and consequently OPA is not required to pay TCE a higher NRR to 
compensate the later for OGS sunk cost. According to our model TCE would have been compensated for all costs in the 
first 20 years of the OPA contract for the Potential Project. 

Another issue that I would like to discuss and this can wait until Monday is the sensitivity of the OPA model. Simplicity is 
wonderful but has a price. As we can see a $37M increase in CAPEX (one way of looking at it) triggers over $1,000 in 
higher NRR. Contrast this with TCE model where 30M increase in CAPEX requires $377 in additional NRR. This is 
particularly of concern when it comes to OPA giving TCE an NRR Adjusting Factor at this point. This is something 1 
addressed in my comments on the draft proposal to TCE which Elliot Smith circulated on Friday afternoon. If TCE during 
the negotiation process with the OPA were able to rationalise a higher CAP EX(> $375M); higher OGS NPV; higher O&M 

· costs or a combination of the above; it shouldn't take lots of efforts to get to their proposed NRR of $16,900. This is an 
item that we should discuss. 

Good night, 
Safouh 

From: Michael Killeavy [mail to: Michael. Killeavy@powerauthority .on .ca] 
Sent: March 26, 2011 4:44 PM 
To: safouh@smsenergy-engineering.com 
Cc: Deborah Langelaan 
Subject: Re: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 2011 

What's up? We were planning to meet prior to the TCE meeting. 

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

From: Safouh Soufi [mailto:safouh@smsenergy-engineering.com] 
Sent: Saturday, March 26, 2011 02:48 PM 
To: Michael Ki]leavy 
Cc: Deborah Langelaan 
Subject: Re: Transcanada Potential Project Negotiations - Capital Cost Estimate Rev 5 February 17, 2011 

Hello Micheal: 

Would you be available to meet for one hour over the weekend before the offer is made to TCE. I can meet you 
ANY time that is convenient for you at our office or anywhere else. 

Thanks, 
Safouh 

From: "Michael Killeavy" <Michael.Killeavy@powerauthority.on.ca> 
Date: Fri, 25 Mar 2011 20:15:35-0400 
To: Safouh Soufi<safouh@smsenergy-engineering.com> 
Cc: Deborah Langelaan<Deborah.Langelaan@powerauthority.on.ca> 
Subject: RE: TransCanada Potential Project Negotiations - Capital Cost Estimate Rev 5 February 17, 2011 

Safouh, 

Thank you very much for all your help over the past few days in helping us fmalize the response back to TCE. 

Michael 

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

-----Original Message-----
From: Safouh Soufi [mailto:safouh@smsenergy-engineering.com] 
Sent: Fri 25-Mar-11 6:04PM 
To: 'Smith, Elliot'; Deborah Lange1aan; Michael Killeavy 
Subject: RE: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 2011 

Thanks Elliot. 
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Ql =Season 1 and likewise for other Q's. Ql =Dec- Feb. 

The offset is in the figures and so we are good that way. I am available by email throughout the weekend. In case if you need to call . 
me, please feel free to do so at anytime on my cell416'788-0456. 

Thanks, 

Safouh 

From: Smith, Elliot [mailto:ESmith@osler.com] 
Sent: March25, 2011 5:46PM 
To: Safouh Soufi; Deborah.Langelaan@powerauthority.ou.ca; Michaei.Killeavy@powerauthority.on.ca 
Subject: RE: TransCanada Potential Project Negotiations- Capital Cost Esthnate Rev 5 February 17, 2011 

Thanks Safouh, this makes more sense. My last question is when you refer to Ql-Q4, are you referring to Season 1 - Season 4, or 
actual calendar quarters? As I'm sure you're aware, the Seasons in the CES contract are offset from calendar quarters. 

Elliot 

From: Safouh Soufi [mailto:safouh@smsenergy-engineering.com] 
Sent: Friday, March 25, 2011 5:19PM 
To: Smith, Elliot; Deborah.Langelaan@powerauthority.on.ca; Michaei.Killeavy@powerauthority.on.ca 
Subject: RE: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 2011 

Hello Elliot: 

The figures are per minute and the comma should be replaced with period ". ". Sorry about that. 

Here are the figures as they should appear in the Contract 

Ql: 37.8 MW/minute 

Q2: 35.8 MW/minute 

Q3: 33.0 MW/minute 
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Q4: 35.2 MW/minute 

Thanks, 

Safouh 

From: Smith, Elliot [mailto:ESmith@osler.com] 
Sent: March 25, 2011 3:30PM 
To: 'safouh@smsenergy-engineering.com'; 'Deborah.Langelaan@powerauthority.on.ca'; 'Michael.Killeavy@powerauthority.on.ca' 
Subject: Re: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 2011 

Thanks Safouh. Can you clarify the units of measurement for me? 

Elliot 

From: Safouh Soufi [mailto:safouh@smsenergy-engineering.com] 
Sent: Friday, March 25, 2011 03:18PM 
To: 'Deborah Langelaan' <Deborah.Langelaan@powerauthority.on.ca>; Smith, Elliot; 'Michael Killeavy' 
<Michael.Killeavy@powerauthority.on.ca> 
Subject: RE: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 2011 

Hello Elliot: 

The ramp rate figores for the Facility (two units) will be as follows: 

Q1: 37,800 MW 

Q2: 35,800 MW 

Q3: 33,000 MW 

Q4: 35,200 MW 

These rates do not required adjustment for ambient conditions and are subject to negotiation with TCE, of course. TCE may see one 
of these rates in particular as being little aggressive but that is OK for now. 

Let me know if you have any questions. 
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Thanks, 

Safouh 

From: Deborah Langelaan [mailto:Deborah.Langelaan@powerauthoritv.on.ca] 
Sent: March 25, 2011 11:04 AM 
To: esmith@osler.com; rsebastiano@osler.com; Michael Killeavy; Safouh Soufi; gene.meehan@nera.com 
Cc: Susan Kermedy · 
Subject: FW: TransCanada Potential Project Negotiations - Capital Cost Estimate Rev 5 February 17, 2011 

***Privileged and Confidential*** 

Please fmd attached TCE's revised capital cost estimate for a peaking plant In Cambridge. Although TCE has reduced its CAPEX by 
-$118 MM we're still miles apart with our estimates. 

TCE decreased the following costs: 

I. Reduced Fuel gas connection charges to $0 (decrease of -$62 MM) 

2. Reduced Electrical cormection charges by -$34 MM 

3. Reduced Insurance & Misc. by -$1 MM 

4. Reduced Project Uncertainties by -$20 MM 

Deb 

Deborah Langelaan I Manager, Natural Gas ProjectsiOPA I 
Suite 1600- 120 Adelaide St. W.l Toronto, ON M5H IT! I 
T: 416.969.60521 F: 416.967.19471 deborah.langelaan@powerauthority.on.ca 
<blocked::mailto:ldeborah.langelaan@powerauthoritv.on.ca> I 

From: John Mikkelsen [mailto:john mikkelsen@transcanada.com] 
Sent: March 24, 2011 5:00PM 
To: Deborah Langelaan 
Cc: Geoff Murray; Terry Bennett; John Cashin 
Subject: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 2011 

Dear Deborah, 
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Further to the receipt of your designation letter of March 21, 2011 received today, please fmd attached capital cost estimate 
TransCanada Capital Cost Estimate titled "Capital Cost Estimate Boxwood Generation Station.#l57;, Rev.5 dated "Feb 17, 
2011.#157;. 

Best Regards, 

J obn Mikkelsen, P .Eng. 

Director, Eastern Canada, Power Development 

Trans Canada 

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

Tel: 416.869.2102 

Fax:416.869.2056 

Cel!: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 withou.t authorization. If you have received this message in error, please notify the sender 
immediately and delete the original message. Thank you. 

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

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

Le contenu du pr?nt courriel est privil??confidentiel et 
soumis ?es droits d'auteur. II est interdit de !'utiliser ou 
de le divulguer sans autorisation. 

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

From: Michael Killeavy 
Sent: 
To: 
Cc: 

March 27, 2Q11 6:56AM 
'safouh@smsenergy-engineering.com' 
Deborah Langelaan 

Subject: Re: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 
2011 

Yes. I actually have a new model that takes sunk costs into account differently. I will distribute this later today. 1 have to 
run to catch an airplane. 

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

From: Safouh Soufi [mailto:safouh@smsenergy-engineering.com] 
Sent: Sunday, March 27, 2011 03:11AM 
To: Michael Killeavy 
Cc: Deborah Langelaan; 'Safouh Soufi' <safouh@smsenergy-engineering.com> 
Subject: RE: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 2011 

Hello Michael: 

Just got back home and my Blackberry's battery went flat and so didn't see your email earlier. 

I was thinking about OGS sunk cost and the additional $1,014 in NRR it has triggered. This morning I crunched the 
figures from your model in ours and started to question if the NRR should be increased to cover OGS sunk cost. I am of 
the opinion that it shouldn't be for as long as the target OGS NPV is $50M (2009). Here is my rational: 

I used $375M CAPEX, same O&M as in your model, 500 MW, 20% and set NRR to $11,873 (2014). At 7.50% DR I found 
the NPV of the Potential Project is in the order of $131M (2011) and ROE (unlv.) at 11.66% net after tax (our model 
includes !DC which provides additional tax relief). At 5.25% DR the NPV would go up to $247M (2011) and of course 
ROE stays the same. The above results are for a 25-year contract. 

For a 20-year contract, the NPV is $92M (2011) at 7.5% DR and $182M (2011) at 5.25% DR. The ROE is estimated at 
10.9% net after tax. 

As you can see in all of the above cases ROE is higher than the 9% TCE requires from Ontario power projects. So the 
project makes business sense from their vantage. Also, in all of the above cases the Potential Project NPV is higher than 
the sum of OGS NPV and OGS sunk cost and consequently OPA is not required to pay TCE a higher NRR to 
compensate the later for OGS sunk cost. According to our model TCE would have been compensated for all costs in the 
first 20 years of the OPA contract for the Potential Project. 

Another issue that I would like to discuss and this can wait until Monday is the sensitivity of the OPA model. Simplicity is 
wonderful but has a price. As we can see a $37M increase in CAP EX (one way of looking at it) triggers over $1,000 in 
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higher NRR. Contrast this with TCE model where 30M increase in CAP EX requires $377 in additional NRR. This is 
particularly of concern when it comes to OPA giving TCE an NRR Adjusting Factor at this point. This is something I 
addressed in my comments on the draft proposal to TCE which Elliot Smith circulated on Friday afternoon. If TCE during 
the negotiation process with the OPA were able to rationalise a higher CAPEX (>$375M); higher OGS NPV; higher O&M 
costs or a combination of the above; it shouldn't take lots of efforts to get to their proposed NRR of $16,900. This is an 
item that we should discuss. 

Good night, 
Safouh 

From: Michael Killeavy [mailto:Michaei.Killeavy@powerauthority.on.ca] 
Sent: March 26, 2011 4:44PM 
To: safouh@smsenergy-engineering.com 
Cc: Deborah Langelaan 
Subject: Re: Transcanada Potential Project Negotiations - Capital Cost Estimate Rev 5 February 17, 2011 

What's up? We were planning to meet prior to the TCE meeting. 

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

From: Safouh Soufi [mailto:safouh@smsenergy-engineering.com] 
Sent: Saturday, March 26, 2011 02:48 PM 
To: Michael Killeavy 
Cc: Deborah Langelaan 

________ ., _______ ------------------

Subject: Re: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 2011 

Hello Micheal: 

Would you be available to meet for one hour over the weekend before the offer is made to TCE. I can meet you 
ANY time that is convenient for you at our office or anywhere else. 

Thanks, 
Safouh 

From: "Michael K.illeavy" <Michael.K.illeavy@powerauthority.on.ca> 
Date: Fri, 25 Mar 2011 20:15:35 -0400 
To: Safouh Soufi<safouh@smsenergy-engineering.com> 
Cc: Deborah Lange1aan<Deborah.Langelaan@powerauthority.on.ca> 
Subject: RE: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 2011 
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Safouh, 

Thank you very much for all your help over the past few days in helping us finalize the response back to TCE. 

Michael 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
120 Adelaide St. West, Suite 1600 
Toronto, Ontario, M5H 1 Tl 
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: Fri 25-Mar-11 6:04PM 
To: 'Smith, Elliot'; Deborah Langelaan; Michael Killeavy 
Subject: RE: TransCanada Potential Project Negotiations - Capital Cost Estimate Rev 5 February 17, 2011 

Thanks Elliot. 

Q1 =Season 1 and likewise for other Q's. Q1 =Dec- Feb. 

The offset is in the figures and so we are good that way. I am available by email throughout the weekend. In case if you need to call 
me, please feel free to do so at anytime on my cell416-788-0456. 

Thanks, 

Safouh 

From: Smith, Elliot [mailto:ESmith@osler.com] 
Sent: March 25, 2011 5:46PM 
To: Safouh Soufi; Deborah.Langelaan@powerauthority.on.ca; Michaei.Killeavy@powerauthority.on.ca 
Subject: RE: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 2011 

Thanks Safouh, this makes more sense. My last question is when you refer to Q 1-Q4, are you referring to Season 1 - Season 4, or 
actual calendar quarters? As I'm sure you're aware, the Seasons in the CES contract are offset from calendar quarters. 

Elliot 
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From: Safouh Soufi [mailto:safouh@smsenergy-engineering.com] 
Sent: Friday, March 25,2011 5:19PM 
To: Smith, Elliot; Deborah.Langelaan@powerauthority.on.ca; Michaei.Killeavy@poweranthority.on.ca 
Subject: RE: TransCanada Potential Project Negotiations - Capital Cost Estimate Rev 5 February 17, 2011 

Hello Elliot: 

The figures are per minute and the comma should be replaced with period".". Sorry about that. 

Here are the figures as they should appear in the Contract 

Q1: 37.8 MW/minute 

Q2: 35.8 MW/minute 

Q3: 33.0 MW/minute 

Q4: 35.2 MW/minute 

Thanks, 

Safouh 

From: Smith, Elliot [mailto:ESmith@osler.com] 
Sent: March 25, 2011 3:30PM 
To: 'safouh@smsenergy-engineering.com'; 'Deborah.Langelaan@powerauthority.on.ca'; 'Michaei.K.illeavy@powerauthority.on.ca' 
Subject: Re: Trans Canada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 2011 

Thanks Safouh. Can you clarify the units of measurement for me? 

Elliot 

From: Safouh Soufi [mailto:safouh@smsenergy-engineering.com] 
Sent: Friday, March 25,2011 03:18PM 
To: 'Deborah Langelaan' <Deborah.Langelaan@powerauthority.on.ca>; Smith, Elliot; 'Michael Killeavy' 
<Michaei.K.illeavy@powerauthority.on.ca> 
Subject: RE: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 2011 

Hello Elliot: 
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The ramp rate figures for the Facility (two units) will be as follows: 

Q1: 37,800 MW 

Q2: 35,800 MW 

Q3: 33,000 MW 

Q4: 35,200 MW 

These rates do not required adjustment for ambient conditions and are subject to negotiation with TCE, of course. TCE may see one 
of these rates in particular as being little aggressive but that is OK for now. 

Let me know if you have any questions. 

Thanks, 

Safouh 

From: Deborah Langelaan [mailto:Deborah.Langelaan@powerauthoritv.on.ca] 
Sent: March 25, 20ll !1:04AM 
To: esmith@osler.com; rsebastiano@osler.com; Michael Killeavy; Safouh Soufi; gene.meehan@nera.com' 
Cc: Susan Kennedy 
Subject: FW: TransCanada Potential Project Negotiations - Capital Cost Estimate Rev 5 February 17, 2011 

***Privileged and Confidential*** 

Please find attached TCE's revised capital cost estimate for a peaking plant in Cambridge. Although TCE has reduced its CAPEX by 
-$118 MM we're still miles apart with our estimates. 

TCE decreased the following costs: 

I. Reduced Fuel gas connection charges to $0 (decrease of -$62 MM) 

2. Reduced Electrical connection charges by -$34 MM 

3. Reduced Insurance & Misc. by -$1 MM 
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4. Reduced Project Uncertainties by -$20 MM 

Deb 

Deborah Langelaan 1 Manager, Natural Gas ProjectsiOPA I 
Suite 1600- 120 Adelaide St. W. I Toronto, ON M5H I Til 
T: 416.969.60521 F: 416.967.19471 deborah.langelaan@powerauthority.on.ca 
<blocked::mailto:ldeborah.langelaan@powerauthoritv.on.ca> I 

From: John Mikkelsen [mailto:john mikkelsen@transcanada.com] 
Sent: March 24, 20 I I 5:00 PM 
To: Deborah Langelaan 
Cc: Geoff Murray; Terry Bennett; John Cashin 
Subject: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 2011 

Dear Deborah, 

Further to the receipt of your designation letter ofMarch 21,2011 received today, please fmd attached capital cost estimate 
Trans Canada Capital Cost Estimate titled "Capital Cost Estimate Boxwood Generation Station.# I 57;, Rev.5 dated "Feb 17, 
2011.#157;. 

Best Regards, 

John Mikkelsen, P.Eng. 

Director, Eastern Canada, Power Development 

Trans Canada 

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

Tel: 416.869.2102 

Fax:416.869.2056 

Cel!:4!6.559.1664 

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

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

Le contenu du pr?nt courriel est privil??confidentiel et 
soumis ?es droits d'auteur. II est interdit de l'utiliser ou 
de le divulguer sans autorisation. 

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

From: 
Sent: 
To: 

Deborah Langelaan 
March 27, 2011 8:01 AM 
Michael Killeavy 

Subject: Re: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 
2011 . . ' 

No idea. 

From: Michael Killeavy 
Sent: Saturday, March 26, 2011 05:44 PM 
To: Deborah Langelaan 
Subject: Fw: Transcanada Potential Project Negotiations - Capital Cost Estimate Rev 5 February 17, 2011 

This is strange? Any idea what this is about? 

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

From: Safouh Soufi [mailto:safouh@smsenergy-engineering.com] 
Sent: Saturday, March 26, 2011 02:48 PM 
To: Michael Kil/eavy 
Cc: Deborah Langelaan 
Subject: Re: Transcanada Potential Project Negotiations - capital Cost Estimate Rev 5 February 17, 2011 

Hello Micheal: 

Would you be available to meet for one hour over the weekend before the offer is made to TCE. I can meet you 
ANY time that is convenient for you at our office or anywhere else. 

Thanks, 
Safoub 

From: "Michael Killeavy" <Michael.Killeavy@powerauthority.on.ca> 
Date: Fri, 25 Mar 2011 20:15:35 -0400 
To: Safoub Soufi<safouh@smsenergy-engineering.com> 
Cc: Deborah Langelaan<Deborah.Langelaan@powerauthority.on.ca> 
Subject: RE: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 2011 

1 



Safouh, 

Thaok you very much for all your help over the past few days in helping us finalize the response back to TCE. 

Michael 

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

-----Original Message-----
From: Safouh Soufi [mailto:safouh@smsenergy-engineering.com] 
Sent: Fri 25-Mar-11 6:04PM 
To: 'Smith, Elliot'; Deborah Langelaan; Michael Killeavy 
Subject: RE: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 2011 

Thanks Elliot. 

Q1 =Season I and likewise for other Q's. Q1 =Dec- Feb. 

The offset is in the figures and so we are good that way. I am available by email throughout the weekend. In case if you need to call 
me, please feel free to do so at anytime on my cell 416-788-0456. 

Thaoks, 

Safouh 

From: Smith, Elliot [mailto:ESmith@osler.com] 
Sent: March25, 2011 5:46PM 
To: Safouh Soufi; Deborah.Langelaan@poweranthority.on.ca; Michael.Killeavy@powerauthority.on.ca 
Subject: RE: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 2011 

Thaoks Safouh, this makes more sense. My last question is when you refer to Q 1-Q4, are you referring to Season 1 - Season 4, or 
actual calendar quarters? As I'm sure you're aware, the Seasons in the CES contract are offset from calendar quarters. 

Elliot 
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From: Safouh Soufi [mailto:safouh@smsenergy-engineering.com] 
Sent: Friday, March 25,2011 5:19PM 
To: Smith, Elliot; Deborah.Langelaan@powerauthority.on.ca; Michael.Killeavy@powerauthority.on.ca 
Subject: RE: TransCanada Potential Project Negotiations- Capital Cost Esthnate Rev 5 February 17, 2011 

Hello Elliot: 

The figures are per minute and the comma should be replaced with period".". Sorry about that. 

Here are the figures as they should appear in the Contract 

Q1: 37.8 MW/minute 

Q2: 35.8 MW/minute 

Q3: 33.0 MW/minute 

Q4: 35.2 MW/minute 

Thanks, 

Safouh 

From: Smith, Elliot [mailto:ESmith@osler.com] 
Sent: March 25,2011 3:30PM 
To: 'safouh@smsenergy-engineering.com'; 'Deborah.Langelaan@powerauthority.on.ca'; 'Michael.Killeavy@powerauthority.on.ca' 
Subject: Re: TransCanada Potential Project Negotiations- Capital Cost Esthnate Rev 5 February 17, 2011 

Thanks Safouh. Can you clarify the units of measurement for me? 

Elliot 

From: Safouh Soufi [mailto:safouh@smsenergy-engineering.com] 
Sent: Friday, March 25, 2011 03:18PM 
To: 'Deborah Langelaan' <Deborah.Langelaan@powerauthority.on.ca>; Smith, Elliot; 'Michael Killeavy' 
<Michael.Killeavy@powerauthority.on.ca> 
Subject: RE: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 2011 

Hello Elliot: 
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The ramp rate figures for the Facility (two units) will be as follows: 

Ql: 37,800 MW 

Q2: 35,800 MW 

Q3: 33,000 MW 

Q4: 35,200 MW 

These rates do not required adjustment for ambient conditions and are subject to negotiation with TCE, of course. TCE may see one 
of these rates in particular as being little aggressive but that is OK for now. 

Let me know if you have any questions. 

Thanks, 

Safouh 

From: Deborah Langelaan [mailto:Deborah.Langelaan@powerauthoritv.on.ca] 
Sent: March 25,2011 11:04 AM 
To: esmith@osler.com; rsebastiano@osler.com; Michael Killeavy; Safouh Soufi; gene.meehan@nera.com 
Cc: Susan Kennedy 
Subject: FW: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 2011 

***Privileged and Confidential*** 

Please find attached TCE's revised capital cost estimate for a peaking plant in Cambridge. Although TCE has reduced its CAPEX by 
-$118 MM we're still miles apart with our estimates. 

TCE decreased the following costs: 

I. Reduced Fuel gas connection charges to $0 (decrease of -$62 MM) 

2. Reduced Electrical connection charges by -$34 MM 

3. Reduced Insurance & Misc. by -$1 MM 
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4. Reduced Project Uncertainties by -$20 MM 

Deb 

Deborah Langelaan I Manager, Natural Gas ProjectsiOPA I 
Suite 1600 - 120 Adelaide St. W. I Toronto, ON M5H 1 T1 I 
T: 416.969.60521 F: 416.967.19471 deborah.langelaan@powerauthority.on.ca 
<blocked::mailto:ldeborah.langelaan@powerauthoritv.on.ca> 1 

From: John Mikkelsen [mailto:john mikkelsen@transcanada.com] 
Sent: March 24, 2011 5:00PM 
To: Deborah Lange1aan 
Cc: GeoffMurray; Terry Bennett; John Cashin 
Subject: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 2011 

Dear Deborah, 

Further to the receipt of your designation letter of March 21, 2011 received today, please find attached capital cost estimate 
TransCanada Capital Cost Estimate titled "Capital Cost Estimate Boxwood Generation Station.#157;, Rev.S dated "Feb 17, 
2011.#157;. 

Best Regards, 

John Mikkelsen, P.Eng. 

Director, Eastern Canada, Power Development 

Trans Canada 

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

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 
innnediately and delete the original message. Thank you. 
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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 pr?nt courriel est privil??confidentiel et 
soumis ?es droits d'auteur. II est interdit de l'utiliser ou 
de le divulguer sans autorisation. 

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

·From: Michael Killeavy 
Sent: March 27, 2011 2:!)9 PM 
To: Smith, Elliot; Sus·an Kennedy; Sebastiana, Rocco 
Cc: Deborah Langelaan; JoAnne Butler; safouh@smsenergy-engineering.com; 

gene.meehan@nera.com; andreiw.pizzi@nera.com 
Subject: TCE Matter- OPA Counter-Proposal- Revision to Incorporation of OGS Sunk Costs into NRR 

Attachments: OPA Counter-Proposal NRR Model 26 Mar 2011 COUNTER-PROPOSAL v5.xls 

Importance: High 

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

I reviewed how I had incorporated the OGS Sunk Costs into the NRR and I am proposing an 
alternative approach. I had incorporated them into the OGS NPV and then solved for NRR, 
which means TCE earns a return on these sunk costs. As an alternative, I am proposing that 
these sunk costs be amortized over the term of the agreement at TCE's after-tax cost of 
borrowing (average yield-to-maturity of its long-term debt) and then allocating the amortized 
amount over the MW of contract capacity on a monthly basis as a sunk cost adder to the NRR. 
In doing so, TCE only is compensated for the cost of borrowing to fund The adder is $406/MW­
month and this results in a total NRR of $12,278/MW-month. The equation to convert Adjusted 
CAPEX into NRR is now: 

NRR = 1.93200E-05 * Adjusted CAPEX + 5033.277778 

I would be interested in comments from anyone on this approach. It changes the NRR by about 
$600 per MW-month (from $12,887/MW-month to $12,278/MW-month) , which is significant if the 
analysis is correct. I am proposing to use the after-tax cost of borrowing to amortize the 
sunk costs over the term because TCE can deduct the interest payments and gain a tax shield 
effect. 

Thank you, 
Michael 

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

OGS Sunk Costs 

TCE Borrowing Cost 

After-tax Cost of Borrowing 

Contract Term· 

Amortization of OGS Sunk Costs 

NRR Sunk cost Adder 

$37,000,000 

5.68% Based on Average YTM of LT Debt 

4.26% 

25 years 

$2,433,974 /year 

$406 allocation per MW-month 



Aleksandar Kojic 

From: JoAnne Butler 
Sent: 
To: 
Cc: 

March 27, 2011 8:34 PM 
Michael. Killeavy; Susan Kennedy 
Deborah Langelaan 
RE: TCE Matter- Response to TCE Letter of 10 March 2011 to the OPA .... Subject: 

I have gone over this again and would like to review it with you before I talk to TCE. I know 
that we have a meeting booked for 9:30 AM but I will be at the Ministry. Could we re­
schedule this until 10:00 AM and I will try to hurry back. After our meeting, I plan to call 
Terry Bennett at TCE with a heads up and then we can take it from there. 

JCB 

-----Original Message----­
From: Michael Killeavy 
Sent: Fri 25/03/2011 9:1S PM 
To: JoAnne Butler; Susan Kennedy 
Cc: Deborah Langelaan 
Subject: TCE Matter- Response to TCE Letter of 10 March 2011 to the OPA .... 

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

Attached is the proposed response back to TCE and the model used to calculate the NRR. The 
salient points are: 

1. We have responded to each of TCE's purported value propositions as we discussed and 
agreed. 

2. We spent a great deal of time reviewing the CAPEX and we believe that the CAPEX ought to 
be pegged at $375 million. We used the TCE CAPEX spend profile and just pro-rated it down 
from $540 million to $375 million. 

3. The resulting NRR is $12,887/MW-month. NERA has independently developed a model that is 
somewhat different from ours and has confirmed the figure. This is encouraging: two 
different models and the variation in calculated NRR is -$100/MW-month (<1%). We have done 
an "all equity" analysis with a cost of equity at 7.5%, which is at about the middle of the 
calculated costs of equity. We are ignoring the 5.25% that TCE purports is its unlevered 
cost of equity since it is far too low. NERA has confirmed that 7.5% is a reasonable cost of 
equity to use. If we used TCE's 5.25% the NRR would be $10,530/MW-month, keeping all other 
parameters the same. We used as many of TCE's other modelling parameters as we could. 

4. The financial value of the OGS is set at $50 million. NERA has some good arguments for 
using a value in this neighbourhood, so we used this to solve for the NRR. We recognize that 
we may need to raise this, but I think we can push back on claims for a higher value. NERA 
thinks it might go as high as $200 million and still be defensible, but that puts the NRR up 
around $15,984/MW-month, holding all other parameters the same. 

5. The alleged OGS Sunk Costs are included in the NRR. 

6. We still haven't seen the LTSA so we estimated our own figures for O&M. Deb has worked 
out some reasonable figures for GD&M, too. 
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7. We have developed a framework for target costing the CAPEX and then adjusting the NRR 
(also attached). We thought that it was best to disclose this to TCE once we had gauged 
their reaction to the main proposal. Accordingly, it isn't part of the proposed response 
back, but can be given to TCE at the afternoon or Tuesday meeting if they are dismayed at the 
low NRR. We thought that if they did grudging accept the counter-proposal, why bother 
offering up target costing the CAPEX? In any event, it is developed and ready to go if we 
need it. We also developed a formula for converting the final target cost adjusted CAPEX 
into NRR to avoid getting into a "battle of the financial models" with TCE afterward. 

8. Although it isn't part of the letter, we thought that you might tell TCE when. you call 
that we are prepared to give.TCE the full residual value for K-W peaking plant, i.e., we will 
not build in a "clawback" mechanism in the substantive contract with TCE to re-capture any 
residual value for the plant - it's theirs to keep. Their reaction to this may help us 
counter their arguments for a high OGS residual value to boost up the OGS $Se million 
financial value. I think there is value in holding this back for the time being and using our 
judgment on when it's best to propose target costing the CAPEX and adjusting the NRR. 

NERA won't be at the meeting with TCE as we want to preserve NERA's independence in the event 
we need to go to litigation and rely on Gene as an expert. Safouh will come in case there 
are questions about the technical specifications in Schedule A. I did the modelling, so I 
can answer the modelling questions. So we think we've got all the bases covered. 

I am very pleased with how everyone came together this week to develop and finalize this 
response back to TCE. 

I'll be monitoring my BlackBerry over the weekend if you should have any questions. 

Michael 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
12e Adelaide St. West, Suite 16ee 
Toronto, Ontario, MSH lTl 
416-969-6288 (office) 
416-969-6e71 (fax) 
416-S2e-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 
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Aleksandar Kojic 

From: 
Sent: 

-To: 
Cc: 

Michael Killeavy-

Subject: 

March 27, 2011 8:40 PM 
JoAnne Butler; Susan Kennedy 
Deborah Langelaan -
Re: TCE Matter- Response to TCE Letter of 10 March 2011 to the OPA __ __ 

Sure. I think-we can shuffle our schedules.-

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: Sunday, March 27, 2011 08:34 PM 
To: Michael Killeavy; Susan Kennedy 
Cc: Deborah Langelaan 
Subject: RE: TCE Matter- Response to TCE Letter of 10 March 2011 to the OPA .... 

I have gone over this again and would like to review it with you before I talk to TCE. I know 
that we have a meeting booked for 9:30AM but I will be at the Ministry. Could we re­
schedule this until 10:00 AM and I will try to hurry back. After our meeting, I plan to call 
Terry Bennett at TCE with a heads up and then we can take it from there. 

JC8 

-----Original Message----­
From: Michael Killeavy 
Sent: Fri 25/03/2011 9:15 PM 
To: JoAnne Butler; Susan Kennedy 
Cc: Deborah Langelaan 
Subject: TCE Matter- Response to TCE Letter of 10 March 2011 to the OPA .... 

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

Attached is the proposed response back to TCE and the model used to calculate the NRR. The 
salient points are: 

1. We have responded to each of TCE's purported value propositions as we discussed and 
agreed. 

2. We spent a great deal of time reviewing the CAPEX and we believe that the CAPEX ought to 
be pegged at $375 million. We used the TCE CAPEX spend profile and just pro-rated it down 
from $540 million to $375 million. 
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3. The resulting NRR is $12,887/MW-month. NERA has independently developed a model that is 
somewhat different from ours and has confirmed the figure. This is encouraging: two 
different models and the variation in calculated NRR is -$100/MW-month (<1%). We have done 
an "all equity" analysis with a cost of equity at 7.5%, which is at about the middle of the 
calculated costs of equity .. We are ignoring the 5.25% that TCE purports is its unlevered 
cost of equity since it is far too low. NERA has confirmed that 7.5% is a reasonable cost of 
equity to use. If we used TCE's 5.25% the NRR would be $10,530/MW-month, keeping all other 
parameters the same. We used as many of TCE's other modelling parameters as we could. 

4. The financial value of the OGS is set at $50 million. NERA has some good arguments for 
using a value in this neighbourhood, so we used this to solve for the NRR. We recognize.that 
we may need to raise this, but I think we can push back on claims for a higher value. NERA 
thinks it might go as high as $200 million and still be defensible, but that· puts the NRR up 
around $15,984/MW-month, holding all other parameters the same. 

5. The alleged OGS Sunk Costs are included in the NRR. 

6. We still haven't seen the LTSA so we estimated our own figures for O&M. Deb has worked 
out some reasonable figures for GD&M, too. 

7. We have developed a framework for target costing the CAPEX and then adjusting the NRR 
(also attached). We thought that it was best to disclose this to TCE once we had gauged 
their reaction to the main proposal. Accordingly, it isn't part of the proposed response 
back, but can be given to TCE at the afternoon or Tuesday meeting if they are dismayed at the 
low NRR. We thought that if they did grudging accept the counter-proposal, why bother 
offering up target costing the CAPEX? In any event, it is developed and ready to go if we 
need it. We also developed a formula for converting the final target cost adjusted CAPEX 
into NRR to avoid getting into a "battle of the financial models" with TCE afterward. 

8. Although it isn't part of the letter, we thought that you might tell TCE when you call 
that we are prepared to give TCE the full residual value for K-W peaking plant, i.e., we will 
not build in a "clawback" mechanism in the substantive contract with TCE to re-capture any 
residual value for the plant- it's theirs to keep. Their reaction to this may help us 
counter their arguments for a high OGS residual value to boost up the OGS $50 million 
financial value·. I think there is value in holding this back for the time being and using our 
judgment on when it's best to propose target costing the CAPEX and adjusting the NRR. 

NERA won't be at the meeting with TCE as we want to preserve NERA's independence in the event 
we need to go to litigation and rely on Gene as an expert. Safouh will come in case there 
are questions about the technical specifications in Schedule A. I did the modelling, so I 
can answer the modelling questions. So we think we've got all the bases covered. 

I am very pleased with how everyone came together this week to develop and finalize this 
response back to TCE. 

I'll be monitoring my BlackBerry over the weekend if you should have any questions. 

Michael 

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

From:· 
Sent: 

Michael Killeavy 
March 27, 2011 8:40 PM 

To: Yvonne Cuellar; Manuela Moellenkamp. 
Subject: Fw: TCE Matter- Response to TCE Letter of 10 March 2011 to the OPA .... 

Please see below. 

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: Sunday, March 27, 2011 08:34 PM 
To: Michael Killeavy; Susan Kennedy 
Cc: Deborah Langelaan 
Subject: RE: TCE Matter- Response to TCE Letter of 10 March 2011 to the OPA •.•. 

I have gone over this again and would like to review it with you before I talk to TCE. I know 
that we have a meeting booked for 9:30 AM but I will be at the Ministry. Could we re­
schedule this until 10:00 AM and I will try to hurry back. After our meeting, I plan to call 
Terry Bennett at TCE with a heads up and then we can take it from there. 

JCB 

-----Original Message----­
From: Michael Killeavy 
Sent: Fri 25/03/2011 9:15 PM 
To: JoAnne Butler; Susan Kennedy 
Cc: Deborah Langelaan 
Subject: TCE Matter- Response to TCE Letter of 10 March 2011 to the OPA ..•. 

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

Attached is the proposed response back to TCE and the model used to calculate the NRR. The 
salient points are: 

1. We have responded to each of TCE's purported value propositions as we discussed and 
agreed. 

2. We spent a great deal of time reviewing the CAPEX and we believe that the CAPEX ought to 
be pegged at $375 million. We used the TCE CAPEX spend profile and just pro-rated it down 
from $540 million to $375 million. 
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3. The resulting NRR is $12,887/MW-month. NERA has independently developed a model that is 
somewhat different from ours and has confirmed the figure. This is encouraging: two 
different models and the variation in calculated NRR is ~$100/MW-month (<1%). We have done 
an "all equity" analysis with a cost of equity at 7.5%, which is at about the middle of the 
calculated costs of equity. We are ignoring the 5.25% that TCE purports is its unlevered 
cost of equity since it is far too low. NERA has confirmed. that 7.5% is a reasonable cost of 
equity to use. If we used TCE's 5.25% the NRR would be $10,530/MW-month, keeping all other 
parameters the same. We used as many of TCE's other modelling parameters as we could. 

4. The financial value of the OGS is set at $50 million. NERA has some good arguments for 
using a value in this neighbourhood, so we used this to solve for the NRR. We recognize that 
we may need to raise this, but I think we can push back on claims for a higher value. NERA 
thinks it might go as high as $200 million and still be defensible, but that puts the NRR up 
around $15,984/MW-month, holding all other parameters the same. 

5. The alleged OGS Sunk Costs are included in the NRR. 

6. We still haven't seen the LTSA so we estimated our own figures for o&M. Deb has worked 
out some reasonable figures for GD&M, too. 

7. We have developed a framework for target costing the CAPEX and then adjusting the NRR 
(also attached). We thought that it was best to disclose this to TCE once we had gauged 
their reaction to the main proposal. Accordingly, it isn't part of the proposed response 
back, but can be given to TCE at the afternoon or Tuesday meeting if they are dismayed at the 
low NRR. We thought that if they did grudging accept the counter-proposal, why bother 
offering up target costing the CAPEX? In any event, it is developed and ready to go if we 
need it. We also developed a formula for converting the final target cost adjusted CAPEX 
into NRR to avoid getting into a "battle of the financial models" with TCE afterward. 

8. Although it isn't part of the letter, we thought that you might tell TCE when you call 
that we are prepared to give TCE the full residual value for K-W peaking plant, i.e., we will 
not build in a "clawback" mechanism in the substantive contract with TCE to re-capture any 
residual value for the plant - it's theirs to keep. Their reaction to this may help us 
counter their arguments for a high OGS residual value to boost up the OGS $50 million 
financial value. I think there is value in holding this back for the time being and using our 
judgment on when it's best to propose target costing the CAPEX and adjusting the NRR. 

NERA won't be at the meeting with TCE as we want to preserve NERA's independence in the event 
we need to go to litigation and rely on Gene as an expert. Safouh will come in case there 
are questions about the technical specifications in Schedule A. I did the modelling, so I 
can answer the modelling questions. So we think we've got all the bases covered. 

I am very pleased with how everyone came together this week to develop and finalize this 
response back to _TCE. 

I'll be monitoring my BlackBerry over the weekend if you should have any questions. 

Michael 

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

From: 
Sent: 
To: 
Cc: 
Subject: 

Hello Michael: 

Safouh Soufi [safouh@smsenergy-engineering.com] 
March 27, 2011 11:32 PM 
Michael Killeavy; 'Smith, Elliot'; Susan Kennedy; 'Sebastiana, Rocco' · 
Deborah Lange[aan; JoAnne Butler; gene.meehan@nera.com; andrew.pizzi@riera.com 
RE: TCE Matter- OPA Counter-Proposal- Revision to Incorporation of OGS Sunk Costs into 
NRR ..... 

Few comments for your consideration: 

1. The model is using aA-year schedule to build K-W with COD in July 2015. TCE is using 3.5-year schedule with COD 
in January 2015. I believe TCE schedule is conservative enough and if used in the model, the PVof CSP payment will go 
up by over $20M. That is a significant amount in OPA's favour, so to speak. 
2. I believe the proforma schedule should start in July 2011 and 2011$ is used as basis. August 2009 starting point, used 
by TCE, is not appropriate in my opinion. Terry Bennett indicated in his last email to JoAnne that TCE is looking into the 
appropriateness of August 2009. Of course, for July 2011 to work we would escalate OGS NPV to 2011$. My 
understanding is that the OPA is incurring interest charges on OGS sunk costs and so they are inherently in 2011$. If the 
schedule is started in July 2011 and COD is made in January 2014 (achievable assuming no major objection to the 
project) the NPV of the Potential Project will be significantly improved. This is something we should keep in mind if TCE 
asks for COD in Jan 2015 but actually achieved it in Jan 2014. The OPA would have left lots of money at the table unless 
we have a provision in the contract to adjust NRR to (2014$). This should take away any economic interest TCE may 
have in stretching COD for the purpose of the contract with OPA. 
3. The model escalates 100% of GD&M charges. ·Since GD&M forms part of NRR then only the NRRIF portion of such 
expense should be indexed. At 20% NRRIF, the PV of GD&M will go down by about $10M. This is another significant 
charge that works in OPA's favour. 
4. Our model shows that when IDC is included in the modelling, as TCE will undoubtedly do in its model, it provides a tax 
relief such that the NPV of the Potential Project is boosted by about $1OM at 6.50% interest rate. 
5. I reviewed the adder and noticed that the cash flows are all based on $11,873 NRR. In other words are not reflective 
of the revised NRR ($12,278 wit OGS sunk cost adder). If they were we would see the incremental NRR (12,278-
11 ,873=$405) being subject to indexing at NRRIF. Unless I misunderstood something this suggests that the sunk costs 
would earn an additional premium over and above YTM (I have to think this little further in the morning). 

Thanks, 
Safouh 

From: Michael Killeavy [mailto:Michaei.Killeaw@powerauthoritv.on.ca] 
Sent: March 27, 20111:59 PM 
To: Smith, Elliot; Susan Kennedy; Sebastiana, Rocco 
Cc: Deborah Langelaan; JoAnne Butler; safouh@smsenergy-engineering.com: gene.meehan@nera.com; 
andrew.pizzi@nera.com 
Subject: TCE Matter- OPA Counter-Proposal - Revision to Incorporation of OGS Sunk Costs into NRR ..... 
Importance: High 

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

I reviewed how I had incmporated the OGS Sunk Costs into the NRR and I am proposing an alternative approach. I had incorporated 
them into the OGS NPV and then solved for NRR, which means TCE earns a return on these sunk costs. As an alternative, I am 
proposing that these sunk costs be amortized over the term of the agreement at TCE's after-tax cost of borrowing (average yield-to­
maturity of its long-term debt) and then allocating the amortized amount over the MW of contract capacity on a monthly basis as a 
sunk cost adder to the NRR. In doing so, TCE only is compensated for the cost of borrowing to fund The adder is $406/MW-month 
and this results in a total NRR of$12,278/MW-month. The equation to convert Adjusted CAPEX into NRR is now: 
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NRR = 1.93200£-05 *Adjusted CAPEX + 5033.277778 

I would be interested in comments from anyone on this approach. It changes the NRR by about $600 per MW-month (from 
$12,887/MW-month to $12,278/MW -month) , which is significant if the analysis is correct. I am proposing to use the after-tax cost 
of borrowing to amortize the sunk costs over the term because TCE can deduct the interest payments and gain a tax shield effect. 

Thank you, 
Michael 

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

From: / Michael Killeavy 
Sent: -March 28;2011 4:36AM 
To: 'safouh@smsemergy-engineering.com'; 'ESmith@osler.com'; Susan Kennedy; 

'RSebastiano@bsler.com' 
Cc: 
Subject: 

Deborah Langelaan; JoAnne Butler; 'gene.meehan@nera.com'; 'andrew,pizzi@nera.com' 
Re: TCE Matter- OPA Counter-Proposal- Revision to Incorporation of OGS Sunk Costs into 
NRR -----

The sunk cost is just an adder to the NRR to cover the time-value cost. I didn't factor it into the NPV calculation- that's 
what I'd done originally, 

I kept the CAP EX spend profile the same as TCI:. There'll be-less 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 

From: Safouh Soufi [mailto:safouh@smsenergy-engineering.com] 
Sent: Sunday, March 27, 201111:31 PM 
To: Michael Killeavy; 'Smith, Elliot' <ESmith@osler.com>; Susan Kennedy; 'Sebastiana, Rocco' 
<RSebastiano@osler.com> 
Cc: Deborah Langelaan; JoAnne Butler; gene.meehan@nera.com <gene.meehan@nera.com>; andrew.pizzi@nera.com 
<andrew.pizzi@nera.com> 
Subject: RE: TCE Matter- OPA Counter-Proposal - Revision to Incorporation of OGS Sunk Costs into NRR ----· 

Hello Michael: 

Few comments for your consideration: 

1. The model is using a 4-year schedule to build K-W with COD in July 2015. TCE is using 3.5-year schedule with COD 
in January 2015. I believe TCE schedule is conservative enough and if used in the model, the PV of CSP payment will go 
up by over $20M. That is a significant amount in OPA's favour, so to speak. 
2. I believe the proforma schedule should start in July.2011 and 2011$ is used as basis. August2009 starting point, used 
by TCE, is not appropriate in my opinion. Terry Bennett indicated in his last email to JoAnne that TCE is looking into the 
appropriateness of August 2009. Of course, for July 2011 to work we would escalate OGS NPV to 2011$. My 
understanding is that the OPA is incurring interest charges on OGS sunk costs and so they are inherently in 2011$. If the 
schedule is started in July 2011 and COD is made in January 2014 (achievable assuming no major objection to the 
project) the NPV of the Potential Project will be significantly improved. This is something we should keep in mind if TCE 
asks for COD in Jan 2015 but actually achieved it in Jan 2014. The OPA would have left lots of money at the table unless 
we have a provision in the contract to adjust NRR to (2014$). This should take away any economic interest TCE may 
have in stretching COD for the purpose of the contract with OPA. 
3. The model escalates 100% of GD&M charges. Since GD&M forms part of NRR then only the NRRIF portion of such 
expense should be indexed. At 20% NRRIF, the PV of GD&M will go down by about $1OM. This is another significant 
charge that works in OPA's favour. 
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4. Our model shows that when !DC is included in the modelling, as TCE will undoubtedly do in its model, it provides a tax 
relief such that the NPV of the Potential Project is boosted by about $10M at 6.50% interest rate. 
5. 1 reviewed the adder and noticed that the cash flows are all based on $11,873 NRR. In other words are not reflective 
of the revised NRR ($12,278 wit OGS sunk cost adder). If they were we would see the incremental NRR (12,278-
11 ,873=$405) being subject to indexing at NRRIF. Unless I misunderstood something this suggests that the sunk costs 
would earn an additional premium over and above YTM (I have to think this little further in the morning). 

Thanks, 
Safouh 

From: Michael Killeavy [mailto:Michaei.Killeavy@powerauthority.on.ca] 
Sent: March 27, 20111:59 PM 
To: Smith, Elliot; Susan Kennedy; Sebastiane, Rocco 
Cc: Deborah Langelaan; JoAnne Butler; safouh@smsenergy-engineering.com; gene.meehan@nera.com; 
andrew.pizzi@nera.com 
Subject: TCE Matter- OPA Counter-Proposal - Revision to Incorporation of OGS Sunk Costs into NRR ..... 
Importance: High 

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

I reviewed how I had incorporated the OGS Sunk Costs into the NRR and I am proposing an alternative approach. I had incorporated 
them into the OGS NPV and then solved for NRR, which means TCE earns a return on these sunk costs. As an alternative, I am 
proposing that these sunk costs be amortized over the term of the agreement at TCE's after-tax cost ofborrowing (average yield-to­
maturity of its long-term debt) and then allocating the amortized amount over the MW of contract capacity on a monthly basis as a 
sunk cost adder to the NRR In doing so, TCE only is compensated for the cost of borrowing to fund The adder is $406/MW-month 
and this results in a total NRR of $12,278/MW-month. The equation to convert Adjusted CAPEX into NRR is now: 

NRR ~ 1.93200E-05 *Adjusted CAPEX + 5033.277778 

I would be interested in comments from anyone on this approach. It changes the NRR by about $600 per MW-month (from 
$12,887/MW-month to $12,278/MW-month), which is significant if the analysis is correct. I am proposing to use the after-tax cost 
of borrowing to amortize the sunk costs over the term because TCE can deduct the interest payments and gain a tax shield effect. 

Thank you, 
Michael 

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

From: Pizzi, Andrew[Andrew.Pizzi@NERA.com] 
March28, 201111:11 AM · Sent:· 

To: Michael Killeavy . . . . . 
Subject: RE: TCEMatter- OPA Counter-Proposal- Revised Financial Proposal to Include OGS Sunk 

Costs in NRR... · 

Michael, 

I ran these through the model and came out with approximately the same numbers. I'll take a look at your more recent 
changes now. 

Andrew 

From: Michael Killeavy [mailto:Michaei.Killeaw@powerauthoritv.on.ca] 
Sent: Friday, March 25, 20111:47 PM 
To: Smith, Elliot; Susan Kennedy 
Cc: Meehan, Gene; Deborah Langelaan; Safouh Soufi; Pizzi, Andrew 
Subject: TCE Matter- OPA Counter-Proposal - Revised Financial Proposal to Include OGS Sunk Costs in NRR ... 
Importance: High 

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

It was decided earlier today that cannot pay for the alleged OGS sunk costs separately. 
These costs need to be included into the NRR. I modelled this by adding the alleged OGS Sunk 
Costs ($37 M) to the OGS NPV Target ($56M) and then solved for NRR for the aggregate amount. 

The NRR increases to $12,887/MW-month. 

The intercept of the NRR adjustment equation (b) is , however, corrected to: 

NRR = 1.93142E-65 * Adjusted CAPEX + 5644.131697 

Basically, the new NRR-Adj. CAPEX line is shifted upwards to reflect the increase. Andrew, 
could you please run the change through your NERA model to confirm the NRR and please also 
check the m and b parameters for the fitted line. 

Thanks, 
Michael 

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

. Toronto, Ontario 
MSH 1T1 
416-969-6288 
416-520-9788 (CELL) 
416-967-1947 (FAX) 
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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 ~rom retaining, distributing, disclosing or using any 
information contained hetein. Please inform us of the erroneous delivery by return e-mail. Thank 
you for your cooperation. 
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Aleksandar Kojic 

From: Michael Killeavy 
Sent: 
To: 
Subject: 

March 28, 2011 11:20 AM 
'Andrew.Pizii@NERA.com' 
Re: TCE Matter- OPA Counter-Proposal - Revised Financial Proposal to Include OGS su·nk ·· 
Costs in NRR ... 

Thx 

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

From: Pizzi, Andrew [mailto:Andrew.Pizzi@NERA.com] 
Sent: Monday, March 28, 2011 11:10 AM 
To: Michael Killeavy 
Subject: RE: TCE Matter- OPA Counter-Proposal - Revised Financial Proposal to Include OGS Sunk Costs in NRR ... 

Michael, 

I ran these through the model and came out with approximately the same numbers. I'll take a look at your more recent 
changes now. 

Andrew 

From: Michael Killeavy [mailto:Michaei.Killeaw@powerauthoritv.on.ca] 
Sent: Friday, March 25, 20111:47 PM 
To: Smith, Elliot; Susan Kennedy 
Cc: Meehan, Gene; Deborah Langelaan; Safouh Soufi; Pizzi, Andrew 
Subject: TCE Matter- OPA Counter-Proposal - Revised Financial Proposal to Include OGS Sunk Costs in NRR ... 
Importance: High 

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

It was decided earlier today that cannot pay for the alleged OGS sunk costs separately. 
These costs need to be included into the NRR. I modelled this by adding the alleged OGS Sunk 
Costs ($37 M) to the OGS NPV Target ($50M) and then solved for NRR for the aggregate amount. 

The NRR increases to $12,887/MW-month. 

The intercept of the NRR adjustment equation (b) is , however, corrected to: 

NRR = 1.93142E-05 * Adjusted CAPEX + 5644.131697 
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Basically, the new NRR-Adj. CAPEX line is shifted upwards to reflect the increase. Andrew, 
could you please run the change through your NERA model to confirm the NRR and please also 
check the m and b parameters for the fitted line. 

Thanks, 
Michael 

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

This e-mail 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: 
Cc: 

Smith, Elliot [ESmith@osler.com] 
March 28, 2011 1:46 PM 
SafouhSoufi; Deborah Langelaan; Michael Killeavy 
Sebastiana, Rocco 

Subject: RE: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 
2011 

Attachments: #20297127v7 _LEGAL_1_- Draft Response to A. Pourbaix Letter with Project Proposal. doc; 
blackline. pdf 

Please find attached a revised draft of the response letter to A. Pourbaix, along with a blackline to Friday 
afternoon's draft. 

Elliot 

From: Smith, Elliot 
Sent: Friday, March 2S, 2011 6:00 PM 
To: 'Safouh Soufi'; Deborah.Langelaan@powerauthority.on.ca; Michaei.Killeavy@powerauthority.on.ca 
Cc: Sebastiana, Rocco 
Subject: RE: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 2011 

All, 
Further to today' s discussion, please find attached a revised draft letter to TCE along with a blackline. 
Please note that this draft presumes that the quarterly ramp rates set out below correspond to the 
Seasons used in the CES contract. If this is not the case, further revision may be required. 

Elliot 

D 
Elliot Smith 
Associate 

416.862.6435 DIRECT 
416.862.6666 FACSIMILE 
esmith@osler.com 

Osler, Hoskin & Harcourt LLP 
Box 50, 1 First Canadian Place E:Joo, ~"'~ - '~ 

From: Safouh Soufi [mailto:safouh@smsenergy-engineering.com] 
Sent: Friday, March 2S, 2011 5:19PM 
To: Smith, Elliot; Deborah.Langelaan@powerauthority.on.ca; Michaei.Killeavy@powerauthority.on.ca 
Subject: RE: TransCanada Potential Project Negotiations - Capital Cost Estimate RevS February 17, 
2011 

Hello Elliot: 
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The figures are per minute and the comma should be replaced with period".". Sorry about that. 

Here are the figures as they should appear in the Contract 

Q1: 37.8 MW/minute 
Q2: 35.8 MW/minute 
Q3: 33.0 MW/minute 
Q4: 35.2 MW/minute 

Thanks, 
Safouh 

From: Smith, Elliot [mailto:ESmith@osler.com] 
Sent: March 25, 2011 3:30 PM 
To: 'safouh@smsenergy-engineering.com'; 'Deborah.Langelaan@powerauthority.on.ca'; 
'Michaei.Killeavy@powerauthority.on.ca' 
Subject: Re: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 
2011 

Thanks Safouh. Can you clarify the units of measurement for me? 

Elliot 

From: Safouh Soufi [mailto:safouh@smsenergy-engineering.com] 
Sent: Friday, March 25, 2011 03:18 PM 
To: 'Deborah Langelaan' <Deborah.Langelaan@powerauthority.on.ca>; Smith, Elliot; 'Michael Killeavy' 
<Michaei.Killeavy@powerauthority.on.ca> 
Subject: RE: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 
2011 . 

Hello Elliot: 

The ramp rate figures for the Facility (two units) will be as follows: 

Q1: 37,800 MW 
Q2: 35,800 MW 
Q3: 33,000 MW 
Q4: 35,200 MW 

These rates do not required adjustment for ambient conditions and are subject to negotiation with TCE, 
of course. TCE may see one of these rates in particular as being little aggressive but that is OK for now. 

Let me know if you have any questions. 

Thanks, 
Safouh 

From: Deborah Langelaan [mailto:Deborah.Langelaan@powerauthority.on.ca] 
Sent: March 25, 201111:04 AM 
To: esmith@osler.com; rsebastiano@osler.com; Michael Killeavy; Safouh Soufi; gene.meehan@nera.com 
Cc: Susan Kennedy 
Subject: FW: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 
2011 

***Privileged and Confidential*** 
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Please find attached TCE's revised capital cost estimate for a peaking plant in Cambridge. Although 
TCE has reduced its CAP EX by -$118 MM we're still miles apart with our estimates. 

· TCE decreased the following costs: 

1. Reduced Fuel gas connection charges to $0 (decrease of-$62 MM) 
2. Reduced Electrical connection charges by -$34 MM 
3. Reduced Insurance & Misc. by -$1 MM 
4. Reduced Project Uncertainties by -$20 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: John Mikkelsen [mailto:john_mikkelsen@transcanada.com] 
Sent: March 24, 2011 5:00 PM 
To: Deborah Langelaan 
Cc: Geoff Murray; Terry Bennett; John Cashin 
Subject: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 201'1 

Dear Deborah, 

Further to the receipt of your designation letter of March 21, 2011 received today, please find attached 
capital cost estimate TransCanada Capital Cost Estimate titled "Capital Cost Estimate Boxwood 
Generation Station ... #157;, Rev.5 dated "Feb 17, 2011 ... #157;. 

Best Regards, 

John Mikkelsen, P.Eng. 

Director, Eastern Canada, Power Development 

TransCanada 

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

Tel: 416.869.2102 

Fax:416.869.2056 

Cell:416.559.1664 

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

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

Le contenu du pr~nt courriel est privii.@Wconfidentiel et 
soumis ues droits d'auteur. II est interdit de l'utiliser ou 
dele divulguer sans autorisation. 

********************************~<*~<********************************* 
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DRAFT: MARCH 28, 2011, 2:30 PM 

PRIVILEGED, CONFIDENTIAL AND WITHOUT PREJUDICE 

Dear Mr. Pourbaix: 

Southwest GTA Clean Energy Supply Contract (the "Contract") between TransCanada 
Energy Ltd. ("TCE") and the Ontario Power Authority ("OPA") 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 Jlro_tecting _the_ interests of ratepayers. We have reviewed the proposal contained in 
the draft implementation agreement and schedules TCE provided to- us, and find that it does not 
meet this requirement. We would like to suggest an alternative proposal which we believe meets 
this requirement. 

The Government of Ontario's Long-Term Energy Plan has identified a need for a peaking natural 
gas-fired plant in the Kitchener-Waterloo-Cambridge area. We believe such a plant is a project 
that could compensate TCE for the termination of the Contract and at the same time protect the 
interests of ratepayers (the "Replacement Project"). We have set out in Schedule "A" to this 
letter a technical description of the requirements of the Replacement Project. 

We would -propose to enter into a contract with TCE for TCE to construct, own, operate and 
maintain the Replacement Project as compensation for the termination of the Contract. The 
contract for the Replacement Project (the "Replacement Contract") would be based on the final 
form of contract (the ''NYR Contract") included as part of the Northern York Region Peaking 
Generation Request for Proposals, subject to the changes set out below and otherwise as 
necessitated by Schedule "A". The financial parameters of the Replacement Contract would be 
as set out in Schedule "B" to this letter. In consideration of the uncertainties in the Replacement 
Project, we would include a mechanism in the Replacement Contract to adjust the NRR upon 
commercial operation on the basis set out in Schedule "C" to this letter. 

The following sets out the changes to the NYR Contract that would be applicable to the 
Replacement Contract: 

1. Permits and Approvals. With respect to the approvals required pursuant to the Planning 
Act to construct the Replacement Project, the OP A would work with TCE, the host 
municipality and the Province of Ontario to ensure that once all of the requirements for 
the Planning Act approvals have been satisfied, the approvals are issued in a timely 
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, such Planning Act approvals do 
not impede the development of the Replacement Project. 

If this did not occur and the delay in the issuance of such Planning Act approvals caused 
TCE not to achieve Commercial Operation by the Milestone Date for Commercial 
Operation, such delay would be considered an event of Force Majeure, and TCE would 
be entitled to recover its reasonable, out-of-pocket costs resulting from such delay, by 
way of a corresponding increase in the Net Revenue Requirement (NRR). In addition, the 
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OPA would not have the right to terminate the Replacement Contract for such event of 
Fo~ce Majeure, unless the event of Force Majeure resulted in a delay that was greater 
than two years and the OPA paid TCE a termination amount equal to $50,000,000 plus 
the total amount of the verified, non-recoverable sunk costs (net of any residual value) 
associated with the development of the Oakville Generating Station, provided however 
that such total amount shall not exceed $37,000,000. TCE would be solely responsible for 
all other permits and approvals required for the Replacement Project, subject to the 
standard Force Majeure provisions set out in the NYR Contract. 

2. Oakville Sunk Costs. The NRR set out in Schedule "B" to this letter includes an amount 
equal to $37,000,000 on account ofTCE's sunk costs associated with the development of 
the Oakville Generating Station. To the extent that the total of the verified, non­
recoverable sunk costs (net of any residual value) associated with the development of the 
Oakville Generating Station is less than $37,000,000, the NRR shall be reduced by 
[0.000 019 314 2] multiplied by the amount by which such costs are less than 
$37,000,000. 

3. Interconnection Costs. The Replacement Contract would provide that all out-of-pocket 
costs incurred by TCE for the electrical and natural gas interconnection of the 
Replacement Project would be reimbursed by the OP A. Such costs would be reimbursed 
on terms that are substantially the same as the terms set out in Section 1 of Exhibit S of 
the Accelerated Clean Energy Supply Contract between the OP A and Portland Energy 
Centre L.P. with the necessary conforming changes being made, provided that (i) there 
shall be no "Budgeted Costs" included in the NRR on account of such costs, (ii) 

4. 

5. 

6. 

7. 

references to the "Simple Cycle Operation Date" shall be replaced with references to the 
"Commercial Operation Date", and (iii) there shall be no "Excess HI Amount". [NTD: 
To discuss possible interrelationship between Interconnection Costs and scope of 
contracted GD&M services.] 

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 
NRR1F 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 90% 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 90% but less than 100% of the applicable Seasonal Contract Capacity, a 
Capacity Reduction Factor would apply in accordance with the provisions of Exhibit J. In 
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addition, there would be a requirement as part of a Capacity Check Test to confmn that 
the Replacement Project is capable of achieving the Contract Ramp Rate set out in 
Schedule "B" to this letter. 

8. 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 hoirr imputed 
production intervals would be detrimental to TCE. We are not proposing any change to 
Exhibit J but would be willing to discuss any concerns TCE may have in this regard. 

If this proposal is acceptable to you, we will prepare the necessary documentation for your 
review. For greater certainty, although this proposal is made in good faith, itremains subject to 
internal OPA approvals and does not constitute an offer capable of acceptance. 

Yours very truly, 

JoAnne Butler 

c. Colin Andersen, Ontario Power Authority 
Michael Killeavy, Ontario Power Authority 
Rocco Sebastiana, Osler, Hoskin & Harcourt LLP 
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SCHEDULE "A"- TECHNICAL REQUIREMENTS 

I. Replacement Project 

The Replacement Project shall: 

(a) be a dispatchablefacility designed for maximum operational flexibility; 

(b) be a simple cycle configuration generating facility; 

(c) utilize natural gas supplied by pipeline as the fuel; and 

(d) comply with Section 6 (Generation Connection Criteria), as specified in the 
'Ontario Resources and Transmission Assessment Criteria' document published 
bytheiESO. 

II. Contract Capacity 

. The Replacement Project will be a single generating facility and will: 

(a) be able to provide a minimum of 250 MW at 35 °C under both N-1 System 
Conditions and N-l Generating Facility Conditions simultaneously. For further 
clarity, the Replacement 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 ruiuimum of 500 MW at 35 oc under N-2 System Conditions; 

(c) have a Season 3 Contract Capacity of not less than 480 MW; and 

(d) have a Contract Capacity of not more than 550 MW in any Season. 

III. Electrical Connection 

The Replacement Project will be connected directly to the IESO-Controlled Grid via new double 
circuit 230 kV transmission lines. Notwithstanding the foregoing, the Replacement Project may 
also connect to a Local Distribution System for the purpose of providing Islanding Capability. 

The Replacement Project will have a connection point located with a direct connection to the 
Hydro One circuits M20D and M21D between the [•Jth transmission tower (Tower #e) leaving 
the Preston TS connecting to the Galt TS. [Note: This assumes the Replacement Project is 
located at the Boxwood site.] 

IV. Operation Following a N-2 Contingency (Load Restoration) 

If a disruption occurs that leads to N-2 system conditions, TCE shall be required to use 
Commercially Reasonable Efforts (as such term is defined in the Contract) to assist the IESO, as 
directed by the IESO, in restoring load in accordance with Section 7 of the Ontario Resource and 
Transruission Assessment Criteria. This obligation would replace the provision for Islanding 
Capability set out in Section 1.11 of the NYR Contract. 
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V. Operational Flexibilities 

The Replacement Project must be such that the two combustion turbines combined are capable of 
ramping at a rate equal to or greater than the Contract Ramp Rate. The Contract Ramp Rate will 
be subject to verification as part of the Capacity Check Test. 

VI. Emissions Requirements. 

(a) The emissions from the Replacement Project shall meet or exceed the following 
criteria: 

(b) 

(c) 

(d) 

lEGAL_I:20297127.7 

(i) Nitrogen Oxides (NOx) in a concentration not exceeding 15 ppmv (based 
upon Reference Conditions (as such term is defined in the Contract) and 
15% 02 in the exhaust gases on a dry volume basis) as measured using an 
emissions measurement methodology substantially based on Exhibit W to 
the Contract (the "Emissions Measurement Methodology"); and 

(ii) Carbon Monoxide (CO) in a concentration not exceeding 10 ppmv (based 
upon Reference Conditions and 15% 02 in the exhaust gases on a dry 
volume basis) as measured using the Emissions Measurement 
Methodology. 

TCE will provide evidence to support the stated emission levels ofNOx and CO 
in the form of a signed certificate by an authorized representative of any of: (1) 
the original equipment manufacturer of the Replacement Project's turbines, (2) 
the supplier or manufacturer of any post combustion emission control equipment 
utilized by the Replacement Project, or (3) the engineering company responsible 
for the design of the Replacement Project, which certificate must state that the 
Replacement Project, as designed, will operate within these stated limits for NOx 
and CO. 

The Replacement Contract will require that the emission limits for NOx and CO 
be (i) incorporated into the Replacement Project's Environmental Review Report 
or its completed environmental assessment, and (ii) reflected in the Replacement 
Project's application to the Ministry of the Environment for a Certificate of 
Approval (Air) Operating Permit, together with a specific request in such 
application that such limits be imposed as conditions of such Certificate of 
Approval. 

The emission limits for NOx and CO stated in the Replacement 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, the 
Replacement Project must comply with the NOx and CO limits set out above, 
including, without limitation, at the time of attaining Commercial Operation and 
during any Capacity Check Test. 
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VII. Fuel Supply 

The Replacement Project will obtain gas distribution services from Union Gas Limited, and TCE 
cannot by-pass Union Gas Limited. 

Vill. Project Major Equipment. 

The Replacement Project will be designed utilizing (2) M501GAC Fast Start gas-fired 
combustion turbine generators to be supplied by MPS Canada, Inc. (the "Generators"), with 
evaporative cooling and emission reduction equipment. Each Generator shall be nominally rated~" 
at [•J MW (measured at the Generator's output terminals) new and clean, at ISO conditions. 
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SCHEDULE "B"-FINANCIAL PARAMETERS 

$ 12,887 I MW-month 

SOOMW 

700 MMBTU/start-up 

$30,000/start-up 

$0.89/MWh 

$0.50/MWh 

Season 1 Season 2 

10A2 10.55 
MMBTU/MWh MMBTU/MWh 

(HHV) (HHV) 

I•JMW r•JMW 

··l~~g~~~··d·····z .····-•-•·••r .·;····•·• 
OMW OMW 

conti'llct:Rainp Rate· ... 37.8 35.8 
•••••• ' " -.. ' • > - -- ,- _,. ~ -

MW/minute MW/minute 

LEGAL_1:20297127.7 

Season 3 

10.66 
MMBTUIMWh 

(IDIV) 

r•JMW 

OMW 

33.0 
MW/minute 

Season 4 

10.58 
:MMBTUIMWh 

(HHV) 

r•JMW 

OMW 

35.2 
MW/minute 



SCHEDULE "C"- ADJUSTMENT METHODOLOGY 

1. The Net Revenue Requirement set out in Schedule "B" is based on a target capital cost 
for the design and construction of the Replacement Project of $375,000,000 (the "Target 
Capex"). So long as the actual cost to design and build the Replacement Project (the 
"Actual Capex") is within 3% higher or lower than the Jarget Capex, there shall be no . 
adjustment in the NRR. If the Actual Capex is more than 3% higher or lower than the 
Target Capex, the NRR shall be adjusted on the following basis. For greater certainty, 
none of the other parameters set out in Schedule "B" is subject to adjustment. 

(b) 

(c) 

(d) 

(e) 
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(i) The OPA's share of any difference between the Target Capex and the 
Actual Capex shall be determined as follows: 

OPA Share= (Actual Capex- Target Capex) x 0.50, provided that the 
OPA Share shall not exceed $37,500,000 

(ii) The adjusted NRR shall be equal to the NRR set out in Schedule "B", plus 
the OPA Share multiplied by !•J. For greater certainty, if the OPA Share 
is a negative number, the adjusted NRR shall be less than the NRR set out 
in Schedule "B". [NTD: The adjustment value may need to correspond 
to the adjustment value being used for Oakville Sunk Costs.] 

The determination of the Actual Capex shall not include: (i) any costs being 
reimbursed by the OPA, including, without limitation, "Interconnection Costs", as 
set out above, (ii) any costs incurred by TCE that were not reasonably required to 
be incurred in order for TCE to fulfill its obligations under the Replacement 
Contract or that were not incurred in accordance with "Good Engineering and 
Operating Practices" (as such term is defined in the Contract), or (iii) any costs 
not substantiated to the reasonable satisfaction of the OP A. 

The following costs shall be considered fixed components of the Target Capex not 
subject to change in determining the Actual Capex: 

Cost Fixed Price 

Main Turbine Original Costs (excluding change orders) US$144,900,000 

Main Turbine Additional Scope (excluding change orders) US$36,295,000 

Hedge Costs $[•] 

The determination of the Actual Capex shall be done through an "open book" 
process, such that all costs incurred by TCE in designing and building the 
Replacement Project shall be transparent to the OPA and fully auditable. Any 
dispute relating to the determination of the Actual Capex shall be resolved in 
accordance with the dispute resolution provisions of the Replacement Contract. 

All dollar amounts referenced in this letter are in Canadian dollars, unless 
otherwise specified. 



DRAFT: MARCH 2§, 201128. 2011. 2:30 PM 

PRiviLEGED, CONFIDENTIAL AND WITHOUT PREJUDICE 

Dear Mr. Pourbaix: 

Southw-est GTA Clean Energy Supply Contract (tlte "Contract"). between Tran.sCanada 
Energy Ltd. (''TCE") and the Ontario Power Autltority ("OPA'') 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 identif'y projects and 
the extent to which such projects may compensate TCE for termination of the Contract while 
appropriately protecting the interests of ratepayers. We have reviewed the proposal contained in 
the draft implementation agreement and schedules TCE provided to us, and fmd that it does not 
meet this requirement. We would like to suggest an alternative proposal which we believe meets 
this requirement. 

The Government of Ontario's Long-Term Energy Plan has identified a need for a peaking natural 
gas-fired plant in the Kitchener-Waterloo-Cambridge area. We believe such a plant is a project that 
could compensate TCE for the termination of the Contract and at the same time protect the 
interests of ratepayers (the "Replacement Project"). We have set out in Schedule "A" to this letter 
a technical description of the requirements of the Replacement Project. 

We would propose to enter into a contract with TCE for TCE to construct, own, operate and 
maintain the Replacement Project as compensation for the termination of the Contract. The 
contract for the Replacement Project (the "Replacement Contract") would be based on the fmal 
form of contract (the "NYR Contract") included as part of the Northern York Region Peaking 
Generation Request for Proposals, subject to the changes set out below and otherwise as 
necessitated by Schedule "A". The financial parameters of the Replacement Contract would be as 
set out in Schedule "B" to this letter. In consideration of the uncertainties in the Replacement 
Project. we would include a mechanism in the Replacement Contract to adjust the NRR upon 
commercial operation on the basis set out in Schedule "C" to this letter. 

The following sets out the changes to the NYR Contract that would be applicable to the 
Replacement Contract: 

1. Permits and Approvals. With respect to the approvals required pursuant to the Planning 
Act to construct the Replacement Project, the OP A would work with TCE, the host 
municipality and the Province of Ontario to ensure that once all of the requirements for the 
Planning Act approvals have been satisfied, the approvals are issued in a timely 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 II.l of the Environmental Assessment Act or is the subject of 
(i) an order under section 3.1 or a declaration under section 3.2 of that Act, or (ii) an 
exempting regulation made under that Act, such Planning Act approvals do not impede the 
development of the Replacement Project. 

If this did not occur and the delay in the issuance of such Planning Act approvals caused 
TCE not to achieve Commercial Operation by the Milestone Date for Commercial 
Operation, such delay would be considered an event of Force Majeure, and TCE would be 
entitled to recover its reasonable, out-of-pocket costs resulting from such delay, by way of 
a corresponding increase in the Net Revenue Requirement (NRR). In addition, the OPA 
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would not have the right to terminate the Replacement Contract for such event of Force 
Majeure, unless the event ofF orce Majeure resulted in a delay that was greater than two 
years and .the OPA paid TCE a termination amount equal to $50,000,000 plus the total 
amount of the verified. non-recoverable sunk costs eeterminee in ae·eenlaaee with 
flaFagffiflfl 2, heleviCnet of any residual value) associated with the development of the 
Oakville Generating Station, provided however that such total ef the sHIJk eestsamount 
shall not exceed $37,000,000. TCE would be solely responsible for all other permits and 
approvals required for the Replacement Project, subject to the standard Force Majeure 
provisions set out in the NYR Contract. 

2. Oakville Sunk Costs. The NRR set out in Schedule "B" to this letter includes an amount 
equal to $37.000.000 on account ofTCE's sunk costs associated with the development of 
the Oakville Generating Station. To the extent that the total of the verified, non-recoverable 
sunk costs (net of any residual value) associated with the development of the Oakville 
Generating Station is less than $37,000,000, the NRR shall be reduced by ,dO.OOO 019 314 
21 multiplied by the amount by which such costs are less than $37,000,000. 

3. 

4. 

5. 

6. 

7. 

Interconnection Costs. The Replacement Contract would provide that all out-of-pocket 
costs incurred by TCE for the electrical and natural gas interconnection of the Replacement 
Project would be reimbursed by the OPA. Such costs would be reimbursed on terms that 
are substantially the same as the terms set out in Section 1 of ExhibitS of the Accelerated 
Clean Energy Supply Contract between the OPA and Portland Energy Centre L.P. with the 
necessary conforming changes being made, provided that (i) there shall be no "Budgeted 
Costs" included in the NRR on account of such costs, (ii) references to the "Simple Cycle 
Operation Date" shall be replaced with references to the "CommerCial Operation Date", 
and (iii) there shall be no "Excess H1 Amount". !NTD: To discuss oossible 
interrelationshio between Interconnection Costs imd scope of contracted GD&M 
services.] 

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 
NRRlF would be equal to 20%. In the course of fmalizing 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 90% 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 90% but less than 100% of the applicable Seasonal Contract Capacity, a 
Capacity Reduction Factor would apply in accordance with the provisions of Exhibit J. In 
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addition, there would be a requirement as part of a Capacity Ch~ck Test to confirm that the 
Replacement Project is capable of achieving the Contract Ramp Rate set out in Schedule 
"B"to this letter. 

8. 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 dett·imental to TCE. We are not proposing any change to Exhibit J but 
would be willing to discuss any concerns TCE may have in this regard. 

If this proposal is acceptable to you, we will prepare the necessary documentation for your review. 
For greater certainty, although this proposal is made in good faith, it remains subject to internal 
OP A approvals and does not constitute an offer capable of acceptance. 

Yours very truly, 

JoAnne Butler 

c. Colin Andersen, Ontario Power Authority 
Michael Killeavy, Ontario Power Authority 
Rocco Sebastiana, Osler, Hoskin & Harcourt LLP 
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SCHEDULE "A"- TECHNICAL REQUIREMENTS 

I. Replacement Project 

The Replacement Project shall: 

(a) be a dispatchable facility designed for maximum operational flexibility; 

(b) be a simple cycle configuration generating facility; 

(c) utilize natural gas supplied by pipeline as the fuel; and 

(d) comply with Section 6 (Generation Connection Criteria), as specified in the 
'Ontario Resources and Transmission Assessment Criteria' document published by 
the IESO. 

IT. Contract Capacity 

The Replacement Project will be a single generating facility and will: 

(a) be able to provide a minimum of 250 MW at 35 °C under both N-1 System 
Conditions and N-1 Generating Facility Conditions simultaneously. For further 
clarity, the Replacement 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 500 MW at 35 °C under N-2 System Conditions; 

(c) have a Season 3 Contract Capacity of not less than 480 MW; and 

(d) have a Contract Capacity of not more than 550 MW in any Season. 

ill. Electrical Connection 

The Replacement Project will be connected directly to the IESO-Controlled Grid via new double 
circuit 230 kV transmission lines. Notwithstanding the foregoing, the Replacement Project may 
also connect to a Local Distribution System for the purpose of providing Islanding Capability. 

The Replacement Project will have a connection point located with a direct connection to the 
Hydro One circuits M20D and M21D between the [•t transmission tower (Tower #e) leaving 
the Preston TS connecting to the Galt TS. [Note: This assumes the Replacement Project is 
located at the Boxwood site.] 

IV. Operation Following a N-2 Contingency (Load Restoration) 

If a disruption occurs that leads to N-2 system conditions, TCE shall be required to use 
Commercially Reasonable Efforts (as such term is defined in the Contract) to assist the IESO, as 
directed by the IESO, in restoring load in accordance with Section 7 of the Ontario Resource and 
Transmission Assessment Criteria. This obligation would renlace the provision for Islanding 
Capability set out in Section I. I 1 of the NYR Contract. 
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V. Operational Flexibilities 

f. Ramp Rate ReftlliFement. The Replacement Project must be such that eaehthe two 
combustion mmille isturbines combined are capable of ramping at a rate equal to or greater than 
the Contract Ramp Rate. The Contract Ramp Rate will be subject to verification as part of the 
Capacity Check Test. · · · 

'h-Yl..Emissions Requirements. 

(a) The emissions from the Replacement Project shall meet or exceed the following 
criteria:· 

(b) 

(c) 

(d) 

(i) Nitrogen Oxides (NOx) in a concentration not exceeding 15 ppmv (based 
upon Reference Conditions (as such term is defined in the Contract) and 
15% 0 2 in the exhaust gases on a dry volume basis) as measured using an 
emissions measurement methodology substantially based on Exhibit W to 
the Contract (the "Emissions Measurement Methodology"); and 

(ii) Carbon Monoxide (CO) in a concentration not exceeding 10 ppmv (based 
upon Reference Conditions and 15% 0 2 in the exhaust gases on a dry 
volume basis) as measured using the Emissions Measurement 
Methodology. 

TCE will provide evidence to support the stated emission 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 Replacement Project's turbines, (2) the 
supplier or manufacturer of any post combustion emission control equipment 
utilized by the Replacement Project, or (3) the engineering company responsible 
for the design of the Replacement Project, which certificate must state that the 
Replacement Project, as designed, will operate within these stated limits for NOx 
and CO. 

The Replacement Contract will require that the emission limits for NOx and CO be 
(i) incorporated into the Replacement Project's Environmental Review Report or 
its completed environmental assessment, and (ii) reflected in the Replacement 
Project's application to th~ Ministry of the Environment for a Certificate of 
Approval (Air) Operating Permit, together with a specific request in such 
application that such limits be imposed as conditions of such Certificate of 
Approval. 

The emission limits for NOx and CO stated in the Replacement 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, the 
Replacement Project must comply with the NOx and CO limits set out above, 
including, without limitation, at the time of attaining Commercial Operation and 
during any Capacity Check Test. 
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~YIL_Fuel Supply< 

The Replacement Project will obtain gas distribution services from Union Gas Limited, and TCE 
cannot by-pass Union Gas Limited. 

4.-VIIJ. Project Major Equipment. 

The Replacement Project will be designed utilizing (2) M501 GAC Fast Start gas-fired combustion 
turbine generators to be supplied by MPS Canada, Inc. (the "Generators"), with evaporative 
cooling and emission reduction equipment. Each Generator shall be nominally rated at 1•1 MW 
(measured at the Generator's output terminals) new and clean, at ISO conditions. 
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SCHEDULE "B"- FINANCIAL .PARAMETERS 
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$ 12,887 I MW-month 

20% 

500MW 

700 MMBTU/start-up 

$30,000/start-up 

$0.89/MWh 

$0.50/MWh 

Season 1 

10.42 
MMBTU/MWh 

(HHV) 

OMW 

37.8 
MW/minute 

Season 2 

10.55 
MMBTU/MWh 

(HHV) 

OMW 

35.8 
MW/minute 

Season 3 

10.66 
MMBTU/MWh 

(HHV) 

OMW 

33.0 
MW/minute 

Season 4 

10.58 
MMBTU/MWh 

(HHV) 

OMW 

35.2 
MW/minute 



SCHEDULE "C" ADJUSTMENT METHODOLOGY 

I. The Net Revenue Requirement set out in Schedule "B" is based on a target capital cost for 
the design and construction of the Replacement Project of $375.000.000 Cthe "Target 
Capex"). So long as the actual cost to design and build the Replacement Project (the 
"Actual Capex") is within 3% higher or lower than the Target Capex there shall be no 
adjustment in the NRR. If the Actual Capex is more than 3% higher or lower than the 
Target Capex. the NRR shall be adjusted on the following basis. For greater certainty. none 
of the other parameters set out in Schedule "B" is subject to adjustment. 

(b) 

(c) 

(d) 

(e) 

I FGAT 1·2Q2Q7121 7 

Ci) The OPA's share of any difference between the Target Capex and the 
Actual Capex shall be determined as follows: 

OPA Share = (Actual Capex - Target Capex) x 0.50. provided that the 
OPA Share shall not exceed $37.500.000 

(ii) The adjusted NRR shall be equal to the NRR set out in Schedule "B". plus 
the OPA Share multiplied bv r•J. For greater certaintv, if the OPA Share is 
a negative number, the adjusted NRR shall be less than the NRR set out in 
Schedule "B". !NTD: The adjustment value may need to correspond to 
the adjustment value being used for Oakville Sunk Costs.] 

The determination of the Actual Capex shall not include: (i) any costs being 
reimbursed by the OPA including without limitation. "Interconnection Costs". as 
set out above. (ii) any costs incurred by TCE that were not reasonably reauired to 
be incurred in order for TCE to fulfill its obligations under the Replacement 
Contract or that were not incurred in accordance with "Good Engineering and 
Operating Practices" Cas such te1m is defined in the Contract). or Ciiil any costs not 
substantiated to the reasonable satisfaction of the OPA. 

The following costs shall be considered fixed components of the Target Capex not 
subject to change in determining the Actual Capex: 

.Q:lst Fix!:d Price 

Main Iurbine Original Costs (!:xcluding change Qrders) US$144 200,000 

Main Iurbine AdditiQnal Scope (excluding change orders) US$36,295,QQQ 

Hedge Costs 1l!l 

The dete1mination of the Actual Capex shall be done through an "open book" 
process such that all costs incurred by TCE in designing and building the 
Replacement Project shall be transparent to the OPA and fully auditable. Any 
dispute relating to the determination of the Actual Capex shall be resolved in 
accordance with the dispute resolution provisions of the Replacement Contract. 

All dollar amounts referenced in this letter are in Canadian dollars, unless 
otherwise specified. 
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Aleksandar. Kojic 

From: 
Sent: 
To: 

Smith, Elliot [ESmith@osler.com] 
March 28, 2011 4:41 PM 
Smith, Elliot; Safouh Soufi; Deborah Langelaan; Michael. Killeavy 

cc: 
·Subject: 

Sebastiailo, Rocco · 
RE: TranSGanada. Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 
2011 . . .. . . . . . .· . . · ... 

Attachments: #20297127v8'-LEGAL_1_- Draft Response to A. Pourbaix Letter with Project Proposal. doc; 
Blacklinei.pdf · · · 

All, 
Please find attached a further revised draft of the letter, to reflect this afternoon's discussion. 

Elliot 

From: Smith, Elliot 
Sent: Monday, March 28, 2011 1:46 PM 
To: 'Safouh Soufi'; 'Deborah.Langelaan@powerauthority.on.ca'; 'Michaei.Killeavy@powerauthority.on.ca' 
Cc: Sebastiane, Rocco 
Subject: RE: TransCanada Potential Project Negotiations - Capital Cost Estimate Rev 5 February 17, 2011 

Please find attached a revised draft of the response letter to A. Pourbaix, along with a blackline to 
Friday afternoon's draft. 

Elliot 

From: Smith, Elliot 
Sent: Friday, March 25, 2011 6:00 PM 
To: 'Safouh Soufi'; Deborah.Langelaan@powerauthority.on.ca; Michaei.Killeavy@powerauthority.on.ca 
Cc: Sebastiana, Rocco 
Subject: RE: TransCanada Potential Project Negotiations -Capital Cost Estimate Rev 5 February 17, 
2011 

All, 
Further to today' s discussion, please find attached a revised draft letter to TCE along with a 
black!ine. Please note that this draft presumes that the quarterly ramp rates set out below 
correspond to the Seasons used in the CES contract. If this is not the case, further revision may 
be required. 

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 
Toronto, Ontario, Canada MSX 1 88 
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From: Safouh Soufi [mailto:safouh@smsenergy-engineering.com] 
Sent: Friday, March 25, 2011 5:19PM 
To: Smith, Elliot; Deborah.Langelaan@powerauthority.on.ca; 
Michaei.Killeavy@powerauthority.on.ca 
Subject: RE: TransCanada Potential Project Negotiations - Capital Cost Estimate Rev 5 February 
17,2011 

Hello Elliot: 

The figures are per minute and the comma should be replaced with period'.". Sorry about that. 

Here are the figures as they should appear in the Contract 

01: 37.8 MW/minute 
02: 35.8 MW/minute 
03: 33.0 MW/minute 
04: 35.2 MW/minute 

Thanks, 
Safouh 

From: Smith, Elliot [mailto:ESmith@osler.com] 
Sent: March 25, 2011 3:30 PM 
To: 'safouh@smsenergy-engineering.com'; 'Deborah.Langelaan@powerauthority.on.ca'; 
'Michaei.Killeavy@powerauthority.on.ca' 
Subject: Re: TransCanada Potential Project Negotiations - Capital Cost Estimate Rev 5 February 
17, 2011 

Thanks Safouh. Can you clarify the units of measurement for me? 

Elliot 

From: Safouh Soufi [mailto:safouh@smsenergy-engineering.com] 
Sent: Friday, March 25, 2011 03:18PM 
To: 'Deborah Langelaan' <Deborah.Langelaan@powerauthority.on.ca>; Smith, Elliot; 'Michael 
Killeavy' <Michaei.Killeavy@powerauthority.on.ca> 
Subject: RE: TransCanada Potential Project Negotiations - Capital Cost Estimate Rev 5 February 
17, 2011 

Hello Elliot: 

The ramp rate figures for the Facility (two units) will be as follows: 

01: 37,800 MW 
02:35,800 MW 
03: 33,000 MW 
04: 35,200 MW 
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These rates do not required adjustment for ambient conditions and are subject to negotiation with · 
TCE, of course. TCE may see one of these rates in particular as being little aggressive but that 
is OK for now. 

Let me know if you have any questions. 

Thanks, 
Safouh 

From: Deborah Langelaan [mailto:Deborah.Langelaan@powerauthority.cin.ca] 
Sent: March 25, 201111:04 AM 
To: esmith@osler.com; rsebastiano@osler.com; Michael Killeavy; Safouh Soufi; 
gene.meehan@nera.com 
Cc: Susan Kennedy 
Subject: FW: TransCanada Potential Project Negotiations - Capital Cost Estimate Rev 5 February 
17, 2011 

***Privileged and Confidential*** 

Please find attached TCE's revised capital cost estimate for a peaking plant in Cambridge. 
Although TCE has reduced its CAPEX by -$118 MM we're still miles apart with our estimates. 

TCE decreased the following costs: 

1. Reduced Fuel gas connection charges to $0 (decrease of -$62 MM) 
2. Reduced Electrical connection charges by -$34 MM 
3. Reduced Insurance & Misc. by -$1 MM 
4. Reduced Project Uncertainties by -$20 MM 

Deb 

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

From: John Mikkelsen [mailto:john_mikkelsen@transcanada.com] 
Sent: March 24, 2011 5:00 PM 
To: Deborah Langelaan 
Cc: Geoff Murray; Terry Bennett; John Cashin 
Subject: TransCanada Potential Project Negotiations - Capital Cost Estimate Rev 5 February 17, 
2011 

Dear Deborah, 

Further to the receipt of your designation letter of March 21, 2011 received today, please find 
attached capital cost estimate TransCanada Capital Cost Estimate titled "Capital Cost Estimate 
Boxwood Generation Station ... #157;, Rev.5 dated "Feb 17, 2011...#157;. 

Best Regards, 

John Mikkelsen, P.Eng. 

Director, Eastern Canada, Power Development 

3 



TransCanada 

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

Tel: 416.869.2102 

Fax:416.869.2056 

Cell:416.559.1664 

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

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

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

Le contenu du pr .f&nt courriel est privil@¥confidentiel et 

soumis c~es droits d'auteur. 11 est interdit de l'utiliser ou 
de le divulguer sans autorisation. 

******-*****-**-""'*****************-*************** 
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DRAFT: MARCH 28, 2011, 4:30 PM 

PRIVILEGED, CONFIDENTIAL AND WITHOUT PREJUDICE 

Dear Mr. Pourbaix: 

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

We are writing to you in response to your 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 find that it does not 
meet this requirement. We would like to suggest an alternative proposal which we believe meets 
this requirement. 

The Government of Ontario's Long-Term Energy Plan has identified a need for a peaking natural 
gas-fired plant in the Kitchener-Waterloo-Cambridge area. We believe such a plant is a project 
that could compensate TCE for the termination of the Contract and at the same time protect the 
interests of ratepayers (the "Replacement Project"). We have set out in Schedule "A" to this 
letter a technical description of the requirements of the Replacement Project. 

We would propose to enter into a contract with TCE for TCE to construct, own, operate and 
maintain the Replacement Project as compensation for the termination of the Contract. The 
contract for the Replacement Project (the "Replacement Contract") would be based on the final 
form of contract (the "NYR Contract") included as part of the Northern York Region Peaking 
Generation Request for Proposals, subject to the changes set out below and otherwise as 
necessitated by Schedule "A". The fmancial parameters of the Replacement Contract would be 
as set out in- Schedule "B" to this letter. In consideration of the uncertainties in the Replacement 
Project, we would include a mechanism in the Replacement Contract to adjust the NRR upon 
commercial operation on the basis set out in Schedule "C" to this letter. 

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 
marmer, or if they are not issued in a timely marmer, that so long as the Replacement 
Project has been approved under Part II or Part ILl of the Environmental Assessment Act 
or is the subject of(i) an order under section 3.1 or a declaration under section 3.2 of that 
Act, or (ii) an exempting regulation made under that Act, such Planning Act approvals do 
not impede the development of the Replacement Project. 

If this did not occur and the delay in the issuance of such Planning Act approvals caused 
TCE not to achieve Commercial Operation by the Milestone Date for Commercial 
Operation, such delay would be considered an event of Force Majeure, and TCE would 
be entitled to recover its reasonable, out-of-pocket costs resulting from such delay, by 
way of a corresponding increase in the Net Revenue Requirement (NRR). In addition, the 
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OP A would not have the right to terminate the Replacement Contract for such event of 
Force Majeure, unless the event of Force Majeure resulted in a delay that was greater 
than two years and the OP A paid TCE a termination amount equal to (i) the total amount 
of the verified, non-recoverable sunk costs (net of any residual value) associated with the 
development of the Oakville Generating Station, provided however that such total 
amount shall not exceed $3 7,000,000 plus (ii) fifty percent of the total amount of the 
verified, non-recoverable sunk costs (net of any residual value) associated with the 
development of the Replacement Project. TCE would be solely responsible for all other 
permits and approvals required for the Replacement Project, subject to the standard Force 
Majeure provisions set out in the NYR Contract. 

2. Oakville Sunk Costs. The NRR set out in Schedule "B" to this letter includes an amount 
equal to $37,000,000 on account ofTCE's sunk costs associated with the development of 
the Oakville Generating Station. To the extent that the total of the verified, non­
recoverable sunk costs (net of any residual value) associated with the development of the 
Oakville Generating Station is less than $37,000,000, the NRR shall be reduced by 
0.000 012 681 3 multiplied by the amount by which such costs are less than $37,000,000. 

3. Interconnection Costs; The Replacement Contract would provide that all out-of-pocket 
costs incurred by TCE for the electrical and natural gas interconnection of the 
Replacement Project would be reimbursed by the OPA. Such costs would be reimbursed 
on terms that are substaritially the same as the terms set out in Section 1 of Exhibit S of 
the Accelerated Clean Energy Supply Contract between the OP A and Portland Energy 
Centre L.P. with the necessary conforming changes being made, provided that (i) there 

4. 

5. 

6. 

7. 

shall be no "Budgeted Costs" included in the NRR on account of such costs, (ii) 
references to the "Simple Cycle Operation Date" shall be replaced with references to the 
"Commercial Operation Date", and (iii) there shall be no "Excess H1 Amount". 

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 90% 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 90% but less than 100% of the applicable Seasonal Contract Capacity, a 
Capacity Reduction Factor would apply in accordance with the provisions of Exhibit J. In 
addition, there would be a requirement as part of a Capacity Check Test to confirm that 
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the Replacement Project is capable of achieving the Contract Ramp Rate set out in 
Schedule "B" to this letter. 

8. 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 
Exhibit J but would be willing to discuss any concerns TCE may have in this regard. 

9. Commercial Operation Date. The NRR set out in Schedule "B" is based on the 
assumption that Commercial Operation occurs on July 1, 2015. If Commercial Operation 
were to occur before t!Jat date, the NRR would be adjusted downwards to account for the 
value of having the payments under the Replacement Contract start earlier than if 
Commercial Operation had occurred on July 1, 2015. 

If this proposal is acceptable to you, we will prepare the necessary documentation for your 
review. For greater certainty, although this proposal is made in good faith, it remains subject to 
internal OP A approvals and does not constitute an offer capable of acceptance. 

Yours very truly, 

JoAnne Butler 

c. Colin Andersen, Ontario Power Authority 
Michael Killeavy, Ontario Power Authority 
Rocco Sebastiano, Osler, Hoskin & Harcourt LLP 
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SCHEDULE "A"- TECHNICAL REQUIREMENTS 

I. Replacement Project 

The Replacement Project shall: 

(a) be a dispatchable facility designed for maximum operational flexibility; 

(b) be a simple cycle configuration generating facility; 

(c) utilize natural gas supplied by pipeline as the fuel; and 

(d) comply with Section 6 (Generation Connection Criteria), as specified in the 
'Ontario Resources and Transmission Assessment Criteria' document published 
bytheiESO. 

IT. Contract Capacity 

The Replacement Project will be a single generating facility and will: 

(a) be able to provide a minimum of 250 MW at 35 oc under both N-1 System 
Conditions and N-1 Generating Facility Conditions simultaneously. For further 
clarity, the Replacement 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 500 MW at 35 oc under N-2 System Conditions; 

(c) have a Season 3 Contract Capacity of not less than 480 MW; and 

(d) have a Contract Capacity of not more than 550 MW in any Season. 

Ill. Electrical Connection 

The Replacement Project will be connected directly to the IESO-Controlled Grid via new double 
circuit 230 kV transmission lines. Notwithstanding the foregoing, the Replacement Project may 
also connect to a Local Distribution System for the purpose of providing Islanding Capability. 

The Replacement Project will have a connection point located with a direct connection to the 
Hydro One circuits M20D and M21D between the [•Jth transmission tower (Tower #e) leaving 
the Preston TS connecting to the Galt TS. [Note: This assumes the Replacement Project is 
located at the Boxwood site.] 

IV. Operation Following a N-2 Contingency (Load Restoration) 

If a disruption occurs that leads to N-2 system conditions, TCE shall be required to use 
Commercially Reasonable Efforts (as such term is defined in the Contract) to assist the IESO, as 
directed by the IESO, in restoring load in accordance with Section 7 of the Ontario Resource and 
Transmission Assessment Criteria. This obligation would replace the provision for Islanding 
Capability set out in Section 1.11 of the NYR Contract. 
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V. Operational Flexibilities 

The Replacement Project must be such that the two combustion turbines combined are capable of 
ramping at a rate equal to or greater than the Contract Ramp Rate. The Contract Ramp Rate will 
be subject to verification as part of the Capacity Check Test. 

VI. Emissions Requirements. 

(a) The emissions from the Replacement Project shall meet or exceed the following 
criteria: 

(b) 

(c) 

(d) 

LEGAL_I:20297127.8 

(i) Nitrogen Oxides (NOx) in a concentration not exceeding 15 ppmv (based 
upon Reference Conditions (as such term is defined in the Contract) and 
15% Oz in the exhaust gases on a dry volume basis) as measured using an 
emissions measurement methodology substantially based on Exhibit W to 
the Contract (the "Emissions Measurement Methodology"); and 

(ii) Carbon Monoxide (CO) in a concentration not exceeding 10 ppmv (based 
upon Reference Conditions and 15% Oz in the exhaust gases on a dry 
volume basis) as measured using the Emissions Measurement 
Methodology. 

ICE will provide evidence to support the stated emission levels ofNOx and CO 
in the form of a signed certificate by an authorized representative of any of: (1) 
the original equipment manufacturer of the Replacement Project's turbines, (2) 
the supplier or manufacturer of any post combustion emission control equipment 
utilized by the Replacement Project, or (3) the engineering company responsible 
for the design of the Replacement Project, which certificate must state that the 
Replacement Project, as designed, will operate within these stated limits for NOx 
and CO. 

The Replacement Contract will require that the emission limits for NOx and CO 
be (i) incorporated into the Replacement Project's Environmental Review Report 
or its completed environmental assessment, and (ii) reflected in the Replacement 
Project's application to the Ministry of the Environment for a Certificate of 
Approval (Air) Operating Permit, together with a specific request in such 
application that such limits be imposed as conditions of such Certificate of 
Approval. 

The emission limits for NOx and CO stated in the Replacement 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, the 
Replacement Project must comply with the NOx and CO limits set out above, 
including, without limitation, at the time of attaining Commercial Operation and 
during any Capacity Check Test. 



- 3 -

VII. Fuel Supply 

The Replacement Project will obtain gas distribution services from Union Gas Limited, and TCE · 
cannot by-pass Union Gas Limited. 

VIII. Project Major Equipment. 

The Replacement Project will be designed utilizing (2) MSOlGAC Fast Start gas-fired 
combustion turbine generators to be supplied by MPS Canada, Inc. (the "Generators"), with 
evaporative cooling and emission reduction equipment. Each Generator shall be nominally rated 
at [•J MW (measured at the Generator's output tenninals) new and clean, at ISO conditions. 
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SCHEDULE "C"- ADJUSTMENT METHODOLOGY 

1. The Net Revenue Requirement set out in Schedule "B" is based on a target capital cost 
for the design and construction of the Replacement Project of $375,000,000 (the "Target 
Capex"). So long as the actual cost to design and build the Replacement Project (the 
."Actual Capex") is within $25,000,000 higher or lower than the Target Capex, there shall 
be no adjustment in the NRR. For greater certainty, none of the parameters in Schedule 
B" other than the NRR shall be subject to adjustment pursuant to this Schedule "C". 

2. 

3. 

4. 

(a) If the Actual Capex is more than $25,000,000 greater than the Target Capex, the 
OPA's share of any difference between the Target Capex and the Actual Capex 
shall be determined as follows: 

OPA Share= (Actual Capex- Target Capex- $25,000,000) x 0.50, provided 
that the OPA Share shall not exceed $25,000,000 

(b) If the Actual Capex is less than $25,000,000 less than the Target Capex, the 
OPA's share of any difference between the Target Capex and the Actual Capex 
shall be determined as follows: 

OPA Share= (Actual Capex- Target Capex + $25,000,000) x 0.50 

(c) The adjusted NRR shall be equal to the NRR set out in Schedule "B", plus the 
OPA Share multiplied by 0.000 012 681 3. For greater certainty, if the OPA 
Share is a negative number, the adjusted NRR shall be less than the NRR set out 
in Schedule "B". 

The determination of the Actual Capex shall not include: (i) any costs being reimbursed 
by the OP A, including, without limitation, "Interconnection Costs", as set out above, (ii) 
any costs incurred by ICE that were not reasonably required to be incurred in order for 
ICE to fulfill its obligations under the Replacement Contract or that were not incurred in 
accordance with "Good Engineering and Operating Practices" (as such term is defined in 
the Contract), or (iii) any costs not substantiated to the reasonable satisfaction of the 
OPA. 

The following costs shall be considered fixed components of the Target Capex not 
subject to change in determining the Actual Capex: 

Cost Fixed Price 

Main Turbine Original Costs (excluding change orders) USD$[144,900,000] 

Main Turbine Additional Scope (excluding change orders) USD$[36,295,000] 

Costs of Hedging USD to CAD CAD$ [13,500,000] 

The determination of the Actual Capex shall be done through an "open book" process, 
such that all costs incurred by TCE in designing and building the Replacement Project 
shall be transparent to the OPA and fully auditable. Any dispute relating to the 
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determination of the Actual Capex shall be resolved in accordance with the dispute 
resolution provisions of the Replacement Contract. 

5. All dollar amounts referenced in this letter are in Canadian dollars, unless otherwise 
specified. 
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DRAFT: MARCH 28, 2011, ~:30 PM 

PRIVILEGED, CONFIDENTIAL AND WITHOUT PREJUDICE 

Dear Mr. Pourbaix: 

Southwest GTA Clean Energy Supply Contract (the "Contract") between TransCanada 
Energy Ltd. ("TCE")and the Ontario Power AuthoritY ("OPA") 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 find that it does not 
meet this requirement. We would like to suggest an alternative proposal which we believe meets 
this requirement. 

The Government of Ontario's Long-Term Energy Plan has identified a need for a peaking natural 
gas-fired plant in the Kitchener-Waterloo-Cambridge area. We believe such a plant is a project that 
could compensate TCE for the termination of the Contract and at the same time protect the 
interests of ratepayers (the "Replacement Project"). We have set out in Schedule "A" to this letter 
a technical description of the requirements of the Replacement Project. 

We would propose to enter into a contract with TCE for TCE to construct, own, operate and 
maintain the Replacement Project as compensation for the termination of the Contract. The 
contract for the Replacement Project (the "Replacement Contract") would be based on the final 
form of contract (the "NYR Contract") included as part of the Northern York Region Peaking 
Generation Request for Proposals, subject to the changes set out below and otherwise as 
necessitated by Schedule "A". The financial parameters of the Replacement Contract would be as 
set out in Schedule "B" to this letter. In consideration of the uncertainties in the Replacement 
Project, we would include a mechanism in the Replacement Contract to adjust the NRR upon 
commercial operation on the basis set out in Schedule "C" to this letter. 

The following sets out the changes to the NYR Contract that would be applicable to the 
Replacement Contract: 

1. Permits and Approvals. With respect to the approvals required pursuant to the Planning 
Act to construct the Replacement Project, the OP A would work with TCE, the host 
municipality and the Province of Ontario to ensure that once all of the requirements for the 
Planning Act approvals have been satisfied, the approvals are issued in a timely marmer, or 
if they are not issued in a timely manner, that so long as the Replacement Project has been 
approved under Part II or Part IL 1 of the Environmental Assessment Act or is the subject of 
(i) an order under section 3.1 or a declaration under section 3.2 of that Act, or (ii) an 
exempting regulation made under that Act, such Planning Act approvals do not impede the 
development of the Replacement Project. 

If this did not occur and the delay in the issuance of such Planning Act approvals caused 
TCE not to achieve Commercial Operation by the Milestone Date for Commercial 
Operation, such delay would be considered an event of Force Majeure, and TCE would be 
entitled to recover its reasonable, out-of-pocket costs resulting from such delay, by way of 
a corresponding increase in the Net Revenue Requirement (NRR). In addition, the OPA 
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would not have the right to terminate the Replacement Contract for such event of Force 
Majeure, unless the event of Force Majeure resulted in a delay that was greater than two 
years and the OPA paid TCE a termination amount equal to $50,000,000 fllusill the total 
amount of the verified, non-recoverable sunk costs (net of any residual value) associated 
with the development of the Oakville Generating Station, provided however that such total 
amount shall not exceed $37,00Q,QQ0.37.000.000 plus (ii) fifty percent of the total amount 
of the verified. non-recoverable sunk costs (net of any residual value) associated with the 
development of the Replacement Project. TCE would be solely responsible for all other 
permits and approvals required for the Replacement Project, subject to the standard Force 
Majeure provisions set out in the NYR Contract. 

2. Oakville Sunk Costs. The NRR set out in Schedule "B" to this letter includes an amount 
equal to $37,000,000 on account of ICE's sunk costs associated with the development of 
the Oakville Generating Station. To the extent that the total of the verified, non-recoverable 
sunk costs (net of any residual value) associated with the development of the Oakville 
Generating Station is less than $37,000,000, the NRR shall be reduced by -(0.000 019 314 
~012 681 3 multiplied by the amount by which such costs are less than $37,000,000. 

3, Interconnection Costs. The Replacement Contract would provide that all out-of-pocket 
costs incurred by ICE for the electrical and natural gas interconnection of the Replacement 
Project would be reimbursed by the OPA. Such costs would be reimbursed on terms that 
are substantially the same as the terms set out in Section I of ExhibitS of the Accelerated 
Clean Energy Supply Contract between the OPA and Portland Energy Centre L.P. with the 
necessary conforming changes being made, provided that (i) there shall be no "Budgeted 

4. 

5. 

6. 

7. 

Costs" included in the NRR on account of such costs, (ii) references to the "Simple Cycle 
Operation Date" shall be replaced with references to the "Commercial Operation Date", 
and (iii) there shall be no "Excess HI Amount". [NTD: Ta diseass passiale 
intenelatianship between Intet'eanneetian Casts and seape af eantFaeted CD&M: 
set'viees.j 

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 ICE 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 defmitive 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 90% 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 90% but less than 1 00% of the applicable Seasonal Contract Capacity, a 
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Capacity Reduction Factor would apply in accordance with the provisions of Exhibit J. In 
addition, there would be a·requirement as part of a Capacity Check Test to confrrm that the 
Replacement Project is capable of achieving the Contract Ramp Rate set out in Schedule 
"B" to this letter. 

8. 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 Exhibit J but 
would be willing to discuss any concerns TCE may have in this regard. 

9. Commercial Operation Date. The NRR set out in Schedule ''B" is based on the 
assumption that Commercial Operation occurs on July 1. 2015.-IfCommercial Operation 
were to occur before that date. the NRR would be adjusted downwards to account for the 
value of having the payments under the Replacement Contract start earlier than if 
Commercial Operation had occurred on July I 2015. 

If this proposal is acceptable to you, we will prepare the necessary documentation for your review. 
For greater certainty, although this proposal is made in good faith, it remains subject to internal 
OPA approvals and does not constitute an offer capable of acceptance. 

Yours very truly, 

JoAnne Butler 

Colin Andersen, Ontario Power Authority 
Michael Killeavy, Ontario Power Authority 
Rocco Sebastiano, Osler, Hoskin & Harcourt LLP 
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SCHEDULE "A"- TECHNICAL REQUIREMENTS 

I. Replacement Project 

The Replacement Project shall: 

(a) be a dispatchable facility designed for maximum operational flexibility; 

(b) be a simple cycle configuration generating facility; 

(c) utilize natural gas supplied by pipeline as the fuel; and 

(d) comply with Section 6 (Generation Connection Criteria), as specified in the 
'Ontario Resources and Transmission Assessment Criteria' document published by 
the IESO. 

ll. Contract Capacity 

The Replacement Project will be a single generating facility and will: 

(a) be able to provide a minimum of 250 MW at 35 °C under both N-1 System 
Conditions and N-1 Generating Facility Conditions simultaneously. For further 
clarity, the Replacement 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 500 MW at 35 °C under N-2 System Conditions; 

(c) have a Season. 3 Contract Capacity of not less than 480 MW; and 

(d) have a Contract Capacity of not more than 550 MW in any Season. 

Ill. Electrical Connection 

The Replacement Project will be connected directly to the IESO-Controlled Grid via new double 
circuit 230 kV transmission lines. Notwithstanding the foregoing, the Replacement Project may 
also connect to a Local Distribution System for the purpose of providing Islanding Capability. 

The Replacement Project will have a connection point located with a direct connection to the 
Hydro One circuits M20D and M21D between the [•Jth transmission tower (Tower #e) leaving 
the Preston TS connecting to the Galt TS. [Note: This assumes the Replacement Project is 
located at the Boxwood site.] 

IV. Operation Following a N-2 Contingency (Load Restoration) 

If a disruption occurs that leads to N-2 system conditions, TCE shall be required to use 
Commercially Reasonable Efforts (as such term is defined in the Contract) to assist the IESO, as 
directed by the IESO, in restoring load in accordance with Section 7 of the Ontario Resource and. 
Transmission Assessment Criteria. This obligation would replace the provision for Islanding 
Capability set out"in Section 1.11 of the NYR Contract. 
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V. Operational Fh!xibilities 

The Replacement Project must be such that the two combustion turbines combined are capable of 
ramping at a rate equal to or greater than the Contract Ramp Rate. The Contract Ramp Rate will be 
subject to verification as part of the Capacity Check Test. 

VI. Emissions Requirements. 

(a) The emissions from the Replacement Project shall meet or exceed the following 
criteria: 

(b) 

(c) 

(d) 

(i) Nitrogen Oxides (NOx) in a concentration not exceeding 15 ppmv (based 
upon Reference Conditions (as such term is defmed in the Contract) and 
15% 0 2 in the exhaust gases on a dry volume basis) as measured using an 
emissions measurement methodology substantially based on Exhibit W to 
the Contract (the "Emissions Measurement Methodology''); and 

(ii) Carbon Monoxide (CO) in a concentration not exceeding 10 ppmv (based 
upon Reference Conditions and 15% 0 2 in the exhaust gases on a dry 
volume basis) as measured using the Emissions Measurement 
Methodology. 

TCE will provide evidence to support the stated emission levels ofNOx and CO in 
the form of a signed certificate by an authorized representative of any of: (1) the 
original equipment manufacturer of the Replacement Project's turbines, (2) the 
supplier or manufacturer of any post combustion emission control equipment 
utilized by the Replacement Project, or (3) the engineering company responsible 
for the design of the Replacement Project, which certificate must state that the 
Replacement Project, as designed, will operate within these stated limits for NOx 
and CO. 

The Replacement Contract will require that the emission limits for NOx and CO be 
(i) incorporated into the Replacement Project's Environmental Review Report or 
its completed environmental assessment, and (ii) reflected in the Replacement 
Project's application to the Ministry of the Environment for a Certificate of 
Approval (Air) Operating Permit, together with a specific request in such 
application that such limits be imposed as conditions of such Certificate of 
Approval. 

The emission limits for NOx and CO stated in the Replacement 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, the 
Replacement Project must comply with the NOx and CO limits set out above, 
mcluding, without limitation, at the time of attaining Commercial Operation and 
during any Capacity Check Test. 
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VII. Fuel Supply 

The Replacement Project will obtain gas distribution services from Union Gas Limited, and TCE 
cannot by-pass Union Gas Limited. 

VID. Project Major Equipment. 

The Replacement Project will be designed utilizing (2) M501GAC Fast Start gas-fired combustion 
turbine generators to be supplied by MPS Canada, Inc. (the "Generators"), with evaporative 
cooling and emission reduction equipment. Each Generator shall be nominally rated at I•l MW 
(measured at the Generator's output terminals) new and clean, at ISO conditions. 



SCHEDULE "B"- FINANCIAL PARAMETERS 
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SCHEDULE "C"- ADJUSTMENT METHODOLOGY 

1. The Net Revenue Requirement set out in Schedule "B" is based on a target capital cos_t for 
the design and construction of the Replacement Project of $375,000,000 (the "Target 
Capex"). So long as the actual cost to design and build the Replacement Project (the 
"Actual Capex") is within ;;.%$25.000.000 higher or lower than the Target Capex, there 
shall be no adjustment in the NRR. *If the Aetaal CE!fleJl is more than *3% higl!er or lower 
than the Target CE!fJelt, the 'NRR shall lle aEijasteEi en the follevlillg llasis. For greater 
certainty, none of the ether-parameters set ol!t in Schedule ~B" other than the NRR 
shall be subject to adjustment pursuant to this Schedule "C". 

w (i) The*Tf the Actual Capex is more than *$25.000.000 greater than the Target 
Capex. the OPA's share of any difference between the Target Capex and the Actual 
Capex shall be determined as follows: 

*OPf. Share (Aett!al CE!fJeJl Tal'get CE!flelt**) x 0.50, proviEieEl that the OPA 
Share shall HOt eJ<eeeEi $*37,500,000 

*OPA Share= (Actual Capex Target Capex*- $25.000 000*) x 0.50. provided 
that the OPA Share shall not exceed $*25.000.000 

(b) If the Actual Capex is less than $25.000.000 less than the Target Capex. the OPA's 
share of any difference between the Target Capex and the Actual Capex shall be 
determined as follows: 

OPA Share= (Actual Capex Target Capex + $25 000.000) x 0.50 

~ fiB-The adjusted NRR shall be equal to the NRR set out in Schedule "B", plus the 
OPA Share multiplied by t•tO.OOO 012 681 3. For greater certainty, if the OPA 
Share is a negative number, the adjusted NRR shall be less than the NRR set out in 
Schedule "B". [NTD: The ad;jastment value may need ta eaFFesj'lanil ta the 
ad;justment value being useil far Oakville 8anlt Casts.] 

fer The determination of the Actual Capex shall not include: (i) any costs being reimbursed 
by the OP A, including, without limitation, "Interconnection Costs", as set out above, (ii) 
any costs incurred by TCE that were not reasonably required to be incurred in order for 
TCE to fulfill its obligations under the Replacement Contract or that were not incurred in 
accordance with "Good Engineering and Operating Practices" (as such term is defined in 
the Contract), or (iii) any costs not substantiated to the reasonable satisfaction of the OPA. 

BB-The following costs shall be considered fixed components of the Target Capex not 
subject to change in determining the Actual Capex: 

Cost Fixed Price 

Main Turbine Original Costs (excluding change orders) YSUSD$!144,900,0 
001 

Main Turbine Additional Scope (excluding change orders) Y8USD$IJ6,295,00 
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Cost Fixed Price 

Main Turbine Original Costs (excluding change orders) YSUSD$£144,900,0 
001 

01 

HeEige Costs of Hedging USD to CAD CAD$[•13.500.000 

1 

4. tEirThe determination of the Actual Capex shall be done through an "open book" process, 
such that all costs incurred by TCE in designing and building the Replacement Project shall 
be transparent to the OP A and fully auditable. Any dispute relating to the determination of 
the Actual Capex shall be resolved in accordance with the dispute resolution provisions of 
the Replacement Contract. 

5... fej--All dollar amounts referenced in this letter are in Canadian dollars, unless otherwise 
specified. 

LEGAL_l;~?0?971?7 s 





Aleksandar Kojic 

From: 
Sent: 
To: 
Cc: 

Subject: 
Attachments: 

Importance: 

Debora.h Langelaan 
March 28, 2011 5:06 PM 
'John Mikkelsen' 
JoAnne Butler; Michael KiHeavy; Susan Kennedy; 'Rocco Sebastiane 
(rsebastiano@osler.com)'; 'Elliot Smith (esmith@osler.com)' 
OPA Draft Response to A. Pourbaix Letter dated March 10, 2011 
#20297127v8_LEGAL_1_- Draft Response to A. Pourbaix Letter with Project Proposal. doc 

High 

***Privileged, Confidential and Without Prejudice*** 

John; 

Please find enclosed the OPA's draft response to Alex Pourbaix's letter to Colin Andersen dated March 10, 2011. We 
look forward to discussing it with you during tomorrow's meeting. 

Kind Regards, 
Deb 

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

1 



I 

I 

I 

I 

i 
I 

I 

I 



DRAFT: MARCH 28, 2011, 4:30 PM 

PRIVILEGED, CONFIDENTIAL AND WITHOUT PREJUDICE 

Dear Mr. Pourbaix: 

Southwest GTA Clean Energy Supply Contract (the "Contract") between TransCauada 
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 find 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 ~Ian has identified a need for a peaking natural 
gas-fired plant in the Kitchener-Waterloo-Cambridge area. We believe such a plant is a project 
that could compensate TCE for the termination of the Contract and at the same time protect the 
interests of ratepayers (the "Replacement Project"). We have set out in Schedule "A" to this 
letter a technical description of the requirements of the Replacement Project. 

We would propose to enter into a contract with TCE for TCE to construct, own, operate and 
maintain the Replacement Project as compensation for the termination of the Contract. The 
contract for the Replacement Project (the "Replacement Contract") would be based on the final 
form of contract (the "NYR Contract") included as part of the Northern York Region Peaking 
Generation Request for Proposals, subject to the changes set out below and otherwise as 
necessitated by Schedule "A". The fmancial parameters of the Replacement Contract would be 
as set out in Schedule "B" to this letter. In consideration of the uncertainties in the Replacement 
Project, we would include a mechanism in the Replacement Contract to adjust the NRR upon 
commercial operation on the basis set out in Schedule "C" to this letter. 

The following sets out the changes to the NYR Contract that would be applicable to the 
Replacement Contract: 

1. Permits and Approvals. With respect to the approvals required pursuant to the Planning 
Act to construct the Replacement Project, the OP A would work with TCE, the host 
municipality and the Province of Ontario to ensure that once all of the requirements for 
the Planning Act approvals have been satisfied, the approvals are issued in a timely 
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, such Planning Act approvals do 
not impede the development of the Replacement Project. 

If this did not occur and the delay in the issuance of such Planning Act approvals caused 
TCE not to achieve Commercial Operation by the Milestone Date for Commercial 
Operation, such delay would be considered an event of Force Majeure, and TCE would 
be entitled to recover its reasonable, out-of-pocket costs resulting from such delay, by 
way of a corresponding increase in the Net Revenue Requirement (NRR). In addition, the 

LEGAL_I:20297l27.8 



'1j 
a; 
bO 
a; 
~ 
• 1"""'1 

> • 1"""'1 
H 

. ~ 

~ 
~ 
~ 
ro 
H 

0 

-2-

OPA would not have the right to terminate the Replacement Contract for such event of 
Force Majeure, unless the event of Force Majeure resulted in a delay that was greater 
than two years and the OPA paid TCE a termination amount equal to (i) the total amount 
of the verified, non-recoverable sunk costs (net of any residual value) associated with the 
development of the Oakville Generating Station, provided however that such total 
amount shall not exceed $37,000,000 plus (ii) fifty percent of the total amount of the 
verified, non-recoverable sunk costs (net of any residual value) associated with the 
development of the Replacement Project. TCE would be solely responsible for all other 
permits and approvals required for the Replacement Project, subject to the standard Force 
Majeure provisions set out in the NYR Contract. 

2. Oakville Sunk Costs. The NRR set out in Schedule "B" to this letter includes an amount 
equal to $37,000,000 on account ofTCE's sunk costs associated with the development of 
the Oakville Generating Station. To the extent that the total of the verified, non­
recoverable sunk costs (net of any residual value) associated with the development of the 
Oakville Generating Station is less than $37,000,000, the NRR shall be reduced by 
0.000 012 681 3 multiplied by the amount by which such costs are less than $37,000,000. 

3. Interconnection Costs. The Replacement Contract would provide that all out-of-pocket 
costs incurred by TCE for the electrical and natural gas interconnection of the 
Replacement Project would be reimbursed by the OP A. Such costs would be reimbursed 
on terms that are substantially the same as the terms set out in Section 1 of Exhibit S of 
the Accelerated Clean Energy Supply Contract between the OP A and Portland Energy 
Centre L.P. with the necessary conforming changes being made, provided that (i) there 

4. 

5. 

6. 

7. 

shall be no "Budgeted Costs" included in the NRR on account of such costs, (ii) 
references to the "Simple Cycle Operation Date" shall be replaced with references to the 
"Commercial Operation Date", and (iii) there shall be no "Excess H1 Amount". 

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 90% 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 90% but less than 100% of the applicable Seasonal Contract Capacity, a 
Capacity Reduction Factor would apply in accordance with the provisions of Exhibit J. In 
addition, there would be a requirement as part of a Capacity Check Test to confirm that 
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the Replacement Project is capable of achieving the Contract Ramp Rate set out in 
Schedule "B" to this letter. · · 

8. 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 

· Exhibit J but would be willing to discuss any concerns TCE may have in this regard. 

9. Commercial Operation Date. The NRR set out in Schedule "B" is based on the 
assumption that Commercial Operation occurs on July 1, 2015. If Commercial Operation 
were to occur before that date, the NRR would be adjusted downwards to account for the 
value of having the payments under the Replacement Contract start earlier than· if 
Commercial Operation had occurred on July 1, 2015. 

If this proposal is acceptable to you, we will prepare the necessary documentation for your 
review. For greater certainty, although this proposal is made in good faith, it remains subject to 
internal OP A approvals and does not constitute an offer capable of acceptance. 

Yours very truly, 

JoAnne Butler 

c. Colin Andersen, Ontario Power Authority 
Michael Killeavy, Ontario Power Authority 
Rocco Sebastiane, Osler, Hoskin & Harcourt LLP 
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SCHEDULE "A"- TECHNICAL REQUIREMENTS 

I. Replacement Project 

The Replacement Project shall: 

(a) be a dispatchable facility designed for maximum operational flexibility; 

(b) be a simple cycle configuration generating facility; 

(c) utilize natural gas supplied by pipeline as the fuel; and 

(d) comply with Section 6 (Generation Connection Criteria), as specified in the 
'Ontario Resources and Transmission Assessment Criteria' document published 
bytheiESO. 

II. Contract Capacity 

The Replacement Project will be a single generating facility and will: 

(a) be able to provide a minimum of 250 MW at 35 oc under both N-1 System 
Conditions and N-1 Generating Facility Conditions simultaneously. For further 
clarity, the Replacement 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 500 MW at 35 oc under N-2 System Conditions; 

(c) have a Season 3 Contract Capacity of not less than 480 MW; and 

(d) have a Contract Capacity of not more than 550 MW in any Season. 

ill. Electrical Connection 

The Replacement Project will be connected directly to the IESO-Controlled Grid via new double 
circuit 230 kV transmission lines. Notwithstanding the foregoing, the Replacement Project may 
also connect to a Local Distribution System for the purpose of providing Islanding Capability. 

The Replacement Project will have a connection point located with a direct connection to the 
Hydro One circuits M20D and M21D between the [•]th transmission tower (Tower #e) leaving 
the Preston TS connecting to the Galt TS. [Note: This assumes the Replacement Project is 
located at the Boxwood site.] 

IV. . Operation Following a N-2 Contingency (Load Restoration) 

If a disruption occurs that leads to N-2 system conditions, TCE shall be required to use 
Commercially Reasonable Efforts (as such term is defined in the Contract) to assist the IESO, as 
directed by the IESO, in restoring load in accordance with Section 7 of the Ontario Resource and 
Transmission Assessment Criteria. This obligation would replace the provision for Islanding 
Capability set out in Section 1.11 of the NYR Contract. 
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V. Operational Flexibilities 

The Replacement Project must be such that the two combustion turbmes combined are capable of 
ramping at a rate equal to or greater than the Contract Ramp Rate. The Contract Ramp Rate will 
be subject to verification as part of the Capacity Check Test. 

VI. Emissions Requirements. 

(a) The emissions from the Replacement Project shall meet or exceed the following 
criteria: 

(b) 

(c) 

(d) 

LEGAL_I:20297127.8 

(i) · Nitrogen Oxides (NOx) iri a concentration not exceeding 15 ppmv (based 
upon Reference Conditions (as such term is defined in the Contract) and 
15% Oz in the exhaust gases on a dry volume basis) as measured using an 
emissions measurement methodology substantially based on Exhibit W to 
the Contract (the "Emissions Measurement Methodology"); and 

(ii) Carbon Monoxide (CO) in a concentration not exceeding 10 ppmv (based 
upon Reference Conditions and 15% Oz in the exhaust gases on a dry 
volume basis) as measured using the Emissions Measurement 
Methodology. 

TCE will provide evidence to support the stated emission levels ofNOx and CO 
in the form of a signed certificate by an authorized representative of any of: (1) 
the original equipment manufacturer of the Replacement Project's turbines, (2) 
the supplier or manufacturer of any post combustion emission control equipment 
utilized by the Replacement Project, or (3) the engineering company responsible 
for the design of the Replacement Project, which certificate must state that the 
Replacement Project, as designed, will operate within these stated limits for NOx 
and CO. 

The Replacement Contract will require that the emission limits for NOx and CO 
be (i) incorporated into the Replacement Project's Environmental Review Report 
or its completed environmental assessment, and (ii) reflected in the Replacement 
Project's application to the Ministry of the Environment for a Certificate of 
Approval (Air) Operating Permit, together with a specific request in such 
application that such limits be imposed as conditions of such Certificate of 
Approval. 

The emission limits for NOx and CO stated in the Replacement 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, the 
Replacement Project must comply with the NOx and CO limits set out above, 
including, without limitation, at the time of attaining Commercial Operation and 
during any Capacity Check Test. 
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VII. Fuel Supply 

The Replacement Project will obtain gas distribution services from Union Gas Limited, and TCE 
cannot by-pass Union Gas Limited. 

VIII. Project Major Equipment. 

The Replacement Project will be designed utilizing (2) M501GAC Fast Start gas-fired 
combustion turbine generators to be supplied by MPS Canada, Inc. (the "(}enerators"), with 
evaporative cooling and emission reduction equipment. Each Generator shall be nominally rated 
at [•J MW (measured at the Generator's output terminals) new and clean, at ISO conditions. 
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SCHEDULE "B"- FINANCIAL PARAMETERS 
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$ 12,500 I MW-month 

20% 

500MW 

$30,000/start-up 

$0.89/MWh 

$0.50/MWh 

Season 1 

10A2 
MMBTU/MWh 

(HHV) 

OMW 

37.8 
MW/minute 

Season 2 

10.55 
MMBTUIMWh 

(HHV) 

OMW 

35.8 
MW/minute 

Season 3 

10.66 
MMBTU/MWh 

(HHV) 

OMW 

33.0 
MW/minute 

Season 4 

10.58 
MMBTU/MWh 

(HIN) 

OMW 

35.2 
MW/minute 
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SCHEDULE "C"- ADJUSTMENT METHODOLOGY 

1. The Net Revenue Requirement set out in Schedule "B" is based on a target capital cost 
for the design and construction of the Replacement Project of $375,000,000 (the "Target 
Capex"). So long as the actual cost to design and build the Replacement Project (the 
"Actual Capex") is within $25,000,000 higher or lower than the Target Capex, there shall 
be no adjustment in the NRR. For greater certainty, none of the parameters in Schedule 
B" other than the NRR shall be subject to adjustment pursuant to this Schedule "C". 

2. 

3. 

4. 

(a) If the Actual Capex is more than $25,000,000 greater than the Target Capex, the 
OPA's share of any difference between the Target Capex and the Actual Capex 
shall be determined as follows: 

OPA Share= (Actual Capex- Target Capex- $25,000,000) x 0.50, provided 
that the OPA Share shall not exceed $25,000,000 

(b) If the Actual Capex is less than $25,000,000 less than the Target Capex, the 
OPA's share of any difference between the Target Capex and the Actual Capex 
shall be determined as follows: 

OPA Share= (Actual Capex- Target Capex + $25,000,000) x 0.50 

(c) The adjusted NRR shall be equal to the NRR set out in Schedule "B", plus the 
OPA Share multiplied by 0.000 012 681 3. For greater certainty, if the OPA 
Share is a negative number, the adjusted NRR shall be less than the NRR set out 
in Schedule "B". 

The determination of the Actual Capex shall not include: (i) any costs being reimbursed 
by the OPA, including, without limitation, "Interconnection Costs", as set out above, (ii) 
any costs incurred by TCE that were not reasonably required to be incurred in order for 
TCE to fulfill its obligations under the Replacement Contract or that were not incurred in 
accordance with "Good Engineering and Operating Practices" (as such term is defined in 
the Contract), or (iii) any costs not substantiated to the reasonable satisfaction of the 
OPA . 

The following costs shall be considered fixed components of the Target Capex not 
subject to change in determining the Actual Capex: 

Cost Fixed Price 

Main Turbine Original Costs (excluding change orders) USD$[144,900,000] 

Main Turbine Additional Scope (excluding change orders) USD$ [36,295,000] 

Costs of Hedging USD to CAD CAD$[13,500,000] 

The determination of the Actual Capex shall be done through an "open book" process, 
such that all costs incurred by TCE in designing and building the Replacement Project 
shall be transparent to the OPA and fully auditable. Any dispute relating to the 
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determination of the Actual Capex shall be resolved in accordance with the dispute 
resolution provisions of the Replacement Contract. 

5. All dollar amounts referenced in this letter are in Canadian dollars, unless otherwise 
specified. 
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Aleksandar Kojic 

From:. 
Sent:· 
To: 

Safouh Soufi [safouh@smsenergy-engineering.com] 
March 28, 2011 5:56 PM · 
'Smith, Elliot'; Deborah Langelaan; Michael Killeavy 

Cc: 'Sebastiana, Rocco' · 
Subject: RE: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 

2011 . 

Elliott: 

You are very quick, have just one comment: 

J. Schedule C, Section 3: I think we should state that the Fixed Costs listed in the table are still subject to validation 
by OPA. For example; TCE has not submitted any info on FE hedge and what if they don't have it then the Fixed 
Cost principle allows it to stay in irrespective of whether or not such cost is valid. 

If I understood Schedule C correctly then OPA maximum NRR will be $12,500+$317.07=$12,817. 

Thanks, 
Safouh 

From: Smith, Elliot [mailto:ESmith@osler.com] 
Sent: March 28, 2011 4:41 PM 
To: Smith, Elliot; Safouh Soufi; Deborah.Langelaan@powerauthority.on.ca; Michaei.Killeavy@powerauthority.on.ca 
Cc: Sebastiana, Rocco 
Subject: RE: Transcanada Potential Project Negotiations - Capital Cost Estimate Rev 5 February 17, 2011 

All, 
Please find attached a further revised draft of the letter, to reflect this afternoon's discussion. 

Elliot 

From: Smith, Elliot 
Sent: Monday, March 28, 2011 1:46 PM 
To: 'Safouh Soufi'; 'Deborah.Langelaan@powerauthority.on.ca'; 'Michael.Killeavy@powerauthority.on.ca' 
Cc: Sebastiana, Rocco 
Subject: RE: Transcanada Potential Project Negotiations - capital Cost Estimate Rev 5 February 17, 2011 

Please fmd attached a revised draft of the response letter to A. Pourbaix, along with a blackline to 
Friday afternoon's draft. 

Elliot 

From: Smith, Elliot 
Sent: Friday, March 25, 2011 6:00 PM 
To: 'Safouh Soufi'; Deborah.Langelaan@powerauthority.on.ca; Michaei.Killeavy@powerauthority.on.ca 
Cc: Sebastiana, Rocco 
Subject: RE: TransCanada Potential Project Negotiations - capital Cost Estimate Rev 5 February 17, 
2011 

All, 
Further to today' s discussion, please fmd attached a revised draft letter to TCE along with a 
blackline. Please note that this draft presumes that the quarterly ramp rates set out below 

1 



correspond to the Seasons used in the CBS contract. If this is not the case, further revision may 
be required. 

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'"""·l'oo·'~" _,,. 

From: Safouh Soufi [mailto:safouh@smsenergy-engineering.com] 
Sent: Friday, March 25, 2011 5:19PM 
To: Smith, Elliot; Deborah.Langelaan@powerauthority.on.ca; 
Michael. Killeavy@ powerauthority .on .ca 
Subject: RE: TransCanada Potential Project Negotiations - Capital Cost Estimate Rev 5 February 
17, 2011 

Hello Elliot: 

The figures are per minute and the comma should be replaced with period".". Sorry about that. 

Here are the figures as they should appear in the Contract 

Q1: 37.8 MW/minute 
Q2: 35.8 MW/minute 
Q3: 33.0 MW/minute 
Q4: 35.2 MW/minute 

Thanks, 
Safouh 

From: Smith, Elliot [mailto:ESmith@osler.com] 
Sent: March 25, 2011 3:30 PM 
To: 'safouh@smsenergy-engineering .com'; 'Deborah .Langelaan@powerauthority .on.ca'; 
'Michaei.Killeavy@powerauthority .on.ca' 
Subject: Re: TransCanada Potential Project Negotiations - Capital Cost Estimate Rev 5 February 
17, 2011 

Thanks Safouh. Can you clarify the units of measurement for me? 

Elliot 
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From: Safouh Soufi [mailto:safouh@smsemergy-erigineering.com] · 
Sent: Friday, March 2S, 2011 03:18 PM 
To: '.Deborah Langelaan' <Deborah.Langelaan@powerauthority.on.ca>; Smith, Elliot; 'Michael 
Killeavy' <Michaei.Killeavy@poWerauthority.on.ca> · 
Subject:. RE: TransCanada .Potential Project Negotiations - Capital Cost Estimate Rev 5 February l"i, 2011 .. · ·.• . . . . . .. • . •. 

Hello Elliot: 

. The ramp rate figures for the Facility (two units) will be as follows: 

Q1: 37,800 MW 
Q2: 35,800 MW 
Q3: 33,000 MW 
Q4: 35,200 MW 

These rates do not required adjustment for ambient conditions and are subject to negotiation with 
TCE, of course. TCE may see one of these rates in particular as being little aggressive but that 
is OK for now. 

Let me know if you have any questions. 

Thanks, 
Safouh 

From: Deborah Langelaan [mailto:Deborah.Langelaan@powerauthority.on.ca] 
Sent: March 25, 201111:04 AM 
To: esmith@osler.com; rsebastiano@osler.com; Michael Killeavy; Safouh Soufi; 
gene.meehan@nera.com 
Cc: Susan Kennedy 
Subject: FW: TransCanada Potential Project Negotiations - Capital Cost Estimate Rev 5 February 
17, 2011 

***Privileged and Confidential*** 

Please find attached TCE's revised capital cost estimate for a peaking plant in Cambridge. 
Although TCE has reduced its CAPEX by -$118 MM we're still miles apart with our estimates. 

TCE decreased the following costs: 

1. Reduced Fuel gas connection charges to $0 (decrease of -$62 MM) 
2. Reduced Electrical connection charges by -$34 MM 
3. Reduced Insurance & Misc. by -$1 MM 
4. Reduced Project Uncertainties by -$20 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: 416.969.60521 F: 416.967.19471 deborah.langelaan@powerauthority.on.ca 1 

From: John Mikkelsen [mailto:john_mikkelsen@transcanada.com] 
Sent: March 24, 2011 5:00 PM 
To: Deborah Langelaan 
Cc: Geoff Murray; Terry Bennett; John Cashin 
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Subject: TransCanada Potential Project Negotiations - Capital Cost Estimate Rev 5 February 17, 
2011 

Dear Deborah, 

Further to the receipt of your designation letter of March 21, 2011 received today, please find 
attached capital cost estimate TransCanada Capital Cost Estimate titled "Capital Cost Estimate 
Boxwood Generation Station ... #157;, Rev.5 dated "Feb 17, 2011 ... #157;. 

Best Regards, 

John Mikkelsen, P.Eng. 

Director, Eastern Canada, Power Development 

TransCanada 

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

Tel: 416.869.2102 

Fax:416.869.2056 

Cell:416.559.1664 

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

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

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

Le contenu du pr1l,nt courriel est privi!~¥confidentiel et 
soumis oes droits d'auteur. II est interdit de l'utiliser au 
de le divulguer sans autorisation. 
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Aleksandar Kojic 

From: Michael Killeavy · 
Sent: 
To: 

. March 28, 2011 5:58 PM • .. . . . . . . 
'safouh@smsehergy-engineering.com'; 'ESmith@osler.com'; Deborah Langelaah 

Cc: 'RSebastiano@osler.com' · 
Re: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 
2011 

Subject: 

It's already gone. Too late. 

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

From: Safouh Soufi [mailto:safouh@smsenergy-engineering.com] 
Sent: Monday, March 28, 2011 OS:56 PM 
To: 'Smith, Elliot' <ESmith@osler.com>; Deborah Langelaan; Michael Killeavy 
Cc: 'Sebastiana, Rocco' <RSebastiano@osler.com> 
Subject: RE: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 2011 

Elliott: 

You are very quick, have just one comment: 

1. Schedule C, Section 3: I think we should state that the Fixed Costs listed in the table are still subject to validation 
by OPA. For example; TCE has not submitted any info on FE hedge and what if they don't have it then the Fixed 
Cost principle allows it to stay in irrespective of whether or not such cost is valid. 

If I understood Schedule C correctly then OPA maximum NRR will be $12,500+$317.07=$12,817. 

Thanks, 
Safouh 

From: Smith, Elliot [mailto:ESmith@osler.com] 
Sent: March 28, 2011 4:41 PM 
To: Smith, Elliot; Safouh Soufi; Deborah.Langelaan@powerauthority.on.ca; Michaei.Killeavy@powerauthority.on.ca 
Cc: Sebastiana, Rocco 
Subject: RE: TransCanada Potential Project Negotiations - Capital Cost Estimate Rev 5 February 17, 2011 

All, 
Please fmd attached a further revised draft of the letter, to reflect this afternoon's discussion. 

Elliot 
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_, ________________ , _______________________ _ 
From: Smith, Elliot 
Sent: Monday, March 28, 2011 1:46 PM 
To: 'Safouh Soufi'; 'Deborah.Langelaan@powerauthority.on.ca'; 'Michaei.Killeavy@powerauthority.on.ca' 
Cc: Sebastiane, Rocco 
Subject: RE: TransCanada Potential Project Negotiations - Capital Cost Estimate Rev 5 February 17, 2011 

Please fmd attached a revised draft of the response letter to A. Pourbaix, along with a blackline to 
Friday afternoon's draft. 

Elliot 

From: Smith, Elliot 
Sent: Friday, March 25, 2011 6:00 PM 
To: 'Safouh Soufi'; Deborah.Langelaan@powerauthority.on.ca; Michaei.Killeavy@powerauthority.on.ca 
Cc: Sebastiana, Rocco 
Subject: RE: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 
2011 

All, 
Further to today's discussion, please find attached a revised draft letter to TCE along with a 
blackline. Please note that this draft presumes that the quarterly ramp rates set out below 
correspond to the Seasons used in the CES contract. If this is not the case, further revision may 
be required. 

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 

El-.~-·-~'~ 

From: Safouh Soufi [mailto:safouh@smsenergy-engineering.com] 
Sent: Friday, March 25, 2011 5:19PM 
To: Smith, Elliot; Deborah.Langelaan@powerauthority.on.ca; 
Michaei.Killeavy@powerauthority.on.ca 
Subject: RE: TransCanada Potential Project Negotiations - Capital Cost Estimate Rev 5 February 
17, 2011 

Hello Elliot: 

The figures are per minute and the comma should be replaced with period".". Sorry about that 

Here are the figures as they should appear in the Contract 
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Q1: 37.8 MW/minute 
Q2: 35.8 MW/minute 
Q3: 33.0 MW/minute 
Q4: 35.2 MW/minute 

Thanks, 
Safouh 

From: Smith, Elliot [mailto:ESmith@osler.com] 
sent: March 25, 2011 3:30 PM 
To: 'safouh@smsenergy-engineering.com'; 'Deborah.Langelaan@powerauthority.on.ca'; 
'Michaei.Killeavy@powerauthority.on.ca' 
Subject: Re: TransCanada Potential Project Negotiations - Capital Cost Estimate Rev 5 February 
17, 2011 

Thanks Safouh. Can you clarify the units of measurement for me? 

Elliot 

From: Safouh Soufi [mailto:safouh@smsenergy-engineering.com] 
Sent: Friday, March 25, 2011 03:18 PM 
To: 'Deborah Langelaan' <Deborah.Langelaan@powerauthority.on.ca>; Smith, Elliot; 'Michael 
Killeavy' <Michaei.Killeavy@powerauthority.on.ca> 
Subject: RE: TransCanada Potential Project Negotiations - Capita! Cost Estimate Rev 5 February 
17, 2011 

Hello Elliot: 

The ramp rate figures for the Facility (two units) will be as follows: 

Q1: 37,800 MW 
Q2: 35,800 MW 
Q3: 33,000 MW 
Q4: 35,200 MW 

These rates do not required adjustment for ambient conditions and are subject to negotiation with 
TCE, of course. TCE may see one of these rates in particular as being little aggressive but that 
is OK for now. 

Let me know if you have any questions. 

Thanks, 
Safouh 

From: Deborah Langelaan [mailto:Deborah.Langelaan@powerauthority.on.ca] 
Sent: March 25, 201111:04 AM 
To: esmith@osler.com; rsebastiano@osler.com; Michael Killeavy; Safouh Soufi; 
gene.meehan@nera.com 
Cc: Susan Kennedy 
Subject: FIN: TransCanada Potential Project Negotiations -Capital Cost Estimate Rev 5 February 
17, 2011 

***Privileged and Confidential*** 

3 



Please find attached TCE's revised capital cost estimate for a peaking plant in Cambridge. 
Although TCE has reduced its CAP EX by -$118 MM we're still miles apart with our estimates. 

TCE decreased the following costs: 

1. Reduced Fuel gas connection charges to $0 (decrease of -$62 MM) 
2. Reduced Electrical connection charges by -$34 MM 
3. Reduced Insurance & Misc. by -$1 MM 
4. Reduced Project Uncertainties by -$20 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@powerauthority.on.ca 1 

From: John Mikkelsen [mailto:john_mikkelsen@transcanada.com) 
Sent: March 24, 2011 5:00 PM 
To: Deborah Langelaan 
Cc: Geoff Murray; Terry Bennett; John Cashin 
Subject: TransCanada Potential Project Negotiations -Capital Cost Estimate Rev 5 February 17, 
2011 

Dear Deborah, 

Further to the receipt of your designation letter of March 21, 2011 received today, please find 
attached capital cost estimate TransCanada Capital Cost Estimate titled "Capital Cost Estimate 
Boxwood Generation Station ... #157;, Rev.5 dated "Feb 17, 2011 ... #157;. 

Best Regards, 

John Mikkelsen, P.Eng. 

Director, Eastern Canada, Power Development 

TransCanada 

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

Tel: 416.869.2102 

Fax:416.869.2056 

Cell:416.559.1664 

This electronic message and any attached documents are intended only for the named 
addressee(s). This communication from TransCanada may contain information that is 
privileged, confidential or otherwise protected from disclosure and it must not be 
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disclosed, copied, forwarded or distributed witbout authorization. If you have received 
tbis message in error, please notify tbe sender i=ediately artd delete tbe original 
message. Thank you. 

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

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

Le contenu du pr.~nt courriel est privi!~Wconfidentiel et 
soumls Des droits d'auteur. II est interdit de l'utilfser ou 
de le divulguer sans autorisation. 

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

From: 
Sent: 
To: 
Cc: 
Subject: 

Safouh Soufi [safouh@smsenergy-engineering.com] 
March 28, 2011 6:00 PM 
Michael Killeavy; ESmith@osler.com; Deborah Langelaan 
RSebastiano@osler.com 
RE: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 
2011 

Like I said, Elliott is very quick. I just got to my office after our meeting. 

From: Michael Killeavy [mailto:Michaei.Killeavy@powerauthority.on.ca] 
Sent: March 28, 2011 5:58PM 
To: safouh@smsenergy-engineering.com; ESmith@osler.com; Deborah Langelaan 
Cc: RSebastiano@osler.com 
Subject: Re: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 2011 

It's already gone. Too late. 

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

From: Safouh Soufi [mailto:safouh@smsenergy-engineering.com] 
Sent: Monday, March 28, 2011 05:56 PM 
To: 'Smith, Elliot' <ESmith@osler.com>; Deborah Langelaan; Michael Killeavy 
Cc: 'Sebastiane, Rocco' <RSebastiano@osler.com> 
Subject: RE: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 2011 

Elliott: 

You are very quick, have just one comment: 

1. Schedule C, Section 3: I think we should state that the Fixed Costs listed in the table are still subject to validation 
by OPA. For example; TCE has not submitted any info on FE hedge and what if they don't have it then the Fixed 
Cost principle allows it to stay in irrespective of whether or not such cost is valid. 

If I understood Schedule C correctly then OPA maximum NRR will be $12,500+$317.07=$12,817. 

Thanks, 
Safouh 

From: Smith, Elliot [mailto:ESmith@osler.com] 
Sent: March 28, 2011 4:41 PM 
To: Smith, Elliot; Safouh Soufi; Deborah.Langelaan@powerauthority.on.ca; Michaei.Killeavy@powerauthority.on.ca 
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Cc: Sebastiana, Rocco 
Subject: RE: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 2011 

All, 
Please fmd attached a further revised draft of the letter, to reflect this afternoon's discussion. 

Elliot 

From: Smith, Elliot 
Sent: Monday, March 28, 20111:46 PM 
To: 'Safouh Soufi'; 'Deborah.Langelaan@powerauthority.on.ca'; 'Michaei.Killeavy@powerauthority.on.ca' 
Cc: Sebastiana, Rocco 
Subject: RE: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 2011 

Please find attached a revised draft of the response letter to A. Pourbaix, along with a blackline to 
Friday afternoon's draft. 

Elliot 

From: Smith, Elliot 
Sent: Friday, March 25, 2011 6:00PM 
To: 'Safouh Soufi'; Deborah.Langelaan@powerauthority.on.ca; Michaei.Killeavy@powerauthority.on.ca 
Cc: Sebastiana, Rocco 
Subject: RE: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 
2011 

All, 
Further to today' s discussion, please find attached a revised draft letter to TCE along with a 
blackline. Please note that this draft presmnes that the quarterly ramp rates set out below 
correspond to the Seasons used in the CES contract. If this is not the case, further revision may 
be required. 

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 
~M,O_,_,,. 

From: Safouh Soufi [mailto:safouh@smsenergy-engineering.com] 
Sent: Friday, March 25, 2011 5:19 PM 
To: Smith, Elliot; Deborah.Langelaan@powerauthority.on.ca; 
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Michaei.Killeavy@powerauthority.on.ca . 
Subject: RE: TransCanada Potential Project Negotiations - Capital Cost Estimate Rev 5 February 
17, 2011 

Hello Elliot: 

The figures are per minute and the comma should be replaced with period".". Sorry about that. 

Here are the figures as they should appear in the Contract 

Q1: 37.8 MW/minute 
Q2: 35.8 MW/minute 
Q3: 33.0 MW/minute · 
Q4: 35.2 MW/minute 

Thanks, 
Safouh 

From: Smith, Elliot [mailto:ESmith@osler.com] 
Sent: March 25, 2011 3:30 PM · 
To: 'safouh@smsenergy-engineering.com'; 'Deborah.Langelaan@powerauthority.on.ca'; 
'Michaei.Killeavy@powerauthority.on.ca' 
Subject: Re: TransCanada Potential Project Negotiations - Capital Cost Estimate Rev 5 February 
17, 2011 

Thanks Safouh. Can you clarify the units of measurement for me? 

Elliot 

From: Safouh Soufi [mailto:safouh@smsenergy-engineering.com] 
Sent: Friday, March 25, 2011 03:18 PM 
To: 'Deborah Langelaan' <Deborah.Langelaan@powerauthority.on.ca>; Smith, Elliot; 'Michael 
Killeavy' <Michaei.Killeavy@powerauthority.on.ca> 
Subject: RE: TransCanada Potential Project Negotiations - Capital Cost Estimate Rev 5 February 
17, 2011 

Hello Elliot: 

The ramp rate figures for the Facility (two units) will be as follows: 

Q1: 37,800 MW 
Q2: 35,800 MW 
Q3: 33,000 MW 
Q4: 35,200 MW 

These rates do not required adjustment for ambient conditions and are subject to negotiation with 
TCE, of course. TCE may see one of these rates in particular as being little aggressive but that 
is OK for now. 

Let me know if you have any questions. 

Thanks, 
Safouh 
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From: Deborah Langelaan [mailto:Deborah.Langelaan@powerauthority.on.ca] 
Sent: March 25, 201111:04 AM 
To: esmith@osler.com; rsebastiano@osler.com; Michael Killeavy; Safouh Soufi; 
gene.meehan@nera.com 
Cc: Susan Kennedy. 
Subject: FW: Transcanada Potential Project Negotiations - capital Cost Estimate Rev 5 February 
17, 2011 

***Privileged and Confidential*** 

Please find attached TCE's revised capital cost estimate for a peaking plant in Cambridge. 
Although TCE has reduced its CAP EX by -$118 MM we're still miles apart with our estimates. 

TCE decreased the following costs: 

1. Reduced Fuel gas connection charges to $0 (decrease of -$62 MM) 
2. Reduced Electrical connection charges by -$34 MM 
3. Reduced Insurance & Misc. by -$1 MM 
4. Reduced Project Uncertainties by -$20 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 IF: 416.967.19471 deborah.langelaan@powerauthoritv.on.ca 1 

From: John Mikkelsen [mailto:john_mikkelsen@transcanada.com] 
Sent: March 24, 2011 5:00 PM 
To: Deborah Langelaan 
Cc: Geoff Murray; Terry Bennett; John cashin 
Subject: Transcanada Potential Project Negotiations - Capital Cost Estimate Rev 5 February 17, 
2011 

Dear Deborah, 

Further to the receipt of your designation letter of March 21, 2011 received today, please find 
attached capital cost estimate TransCanada Capital Cost Estimate titled "Capital Cost Estimate 
Boxwood Generation Station ... #157;, Rev.5 dated "Feb 17, 2011 ... #157;. 

Best Regards, 

John Mikkelsen, P.Eng. 

Director, Eastern Canada, Power Development 

TransCanada 

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

Tel: 416.869.2102 

Fax:416.869.2056 
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Cell:416.559.1664 

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

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

Le contenu du pr~nt courriel est privii~Wconfidentiel et 

soumis Des droits d'auteur. II est interdit de l'utiliser ou 
de Je divulgueir sans autorisation. 
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Aleksandar Kojic 

From: Michael Killeavy 
Sent: March 28, 2011 6:02 PM 
To: 
Cc: 

'safouh@smsenergy-engineering.com'; 'ESmith@osler.com'; Deborah Langelaan 
'RSebastiailo@osler.com' 

Subject: Re: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 
2011 

No worries. Thanks for coming in for the meeting. 

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.killeavy@powerauthority.on.ca 

From: Safouh Soufi [mailto:safouh@smsenergy-engineering.com] 
Sent: Monday, March 28, 2011 05:59 PM 
To: Michael Killeavy; ESmith@osler.com <ESmith@osler.com>; Deborah Langelaan 
Cc: RSebastiano@osler.com <RSebastiano@osler.com> 
Subject: RE: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 2011 

Like I said, Elliott is very quick. I just got to my office after our meeting. 

From: Michael Killeavy [mailto:Michael.Killeavy@powerauthority.on.ca] 
Sent: March 28, 2011 5:58 PM 
To: safouh@smsenergy-engineering.com; ESmith@osler.com; Deborah Langelaan 
Cc: RSebastiano@osler.com 
Subject: Re: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 2011 

It's already gone. Too late. 

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.killeavy@powerauthority.on.ca 
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From: Safouh Soufi [mailto:safouh@smsenergy-engineering.com] 
Sent: Monday, March 28, 2011 05:56 PM 
To: 'Smith, Elliot' <ESmith@osler.com>; Deborah Langelaan; M.ichael Killeavy 
Cc: 'Sebastiane, Rocco' <RSebastiano@osler.com> 
Subject: RE: TransCanada Potential Project Negotiations - Capital Cost Estimate Rev 5 February 17, 2011 

Elliott: 

You are very quick, have just one comment: 

1. Schedule C, Section 3: I think we should state that the Fixed Costs listed in the table are still subject to validation 
by OPA. For example; TCE has not submitted any info on FE hedge and what if they don't have it then the Fixed 
Cost principle allows it to stay in irrespective of whether or not such cost is valid. 

If 1 understood Schedule C correctly then OPA maximum NRR will be $12,500+$317.07=$12,817. 

Thanks, 
Safouh 

From: Smith, Elliot [mailto:ESmith@osler.com] 
Sent: March 28, 2011 4:41 PM 
To: Smith, Elliot; Safouh Soufi; Deborah.Langelaan@powerauthority.on.ca; Michaei.Killeavy@powerauthority.on.ca 
Cc: Sebastiane, Rocco 
Subject: RE: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 2011 

All, 
Please fmd attached a further revised draft of the letter, to reflect this afternoon's discussion. 

Elliot 

From: Smith, Elliot 
Sent: Monday, March 28, 20111:46 PM 
To: 'Safouh Soufi'; 'Deborah.Langelaan@powerauthority.on.ca'; 'Michaei.Killeavy@powerauthority.on.ca' 
Cc: Sebastiane, Rocco 
Subject: RE: TransCanada Potential Project Negotiations - Capital Cost Estimate Rev 5 February 17, 2011 

Please find attached a revised draft of the response letter to A Pourbaix, along with a blackline to 
Friday afternoon's draft. 

Elliot 

From: Smith, Elliot 
Sent: Friday, March 25, 2011 6:00 PM 
To: 'Safouh Soufi'; Deborah.Langelaan@powerauthority.on.ca; Michaei.Killeavy@powerauthority.on.ca 
Cc: Sebastiane, Rocco 
Subject: RE: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 
2011 

All, 
Further to today's discussion, please find attached a revised draft letter to TCE along with a 
blackline. Please note that this draft presumes that the quarterly ramp rates set out below 
correspond to the Seasons used in the CES contract. If this is not the case, further revision may 
be required. 
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Elliot 

D 
Elliot Smith 
Associate 

416.862.6435 DIRECT 
416.862.6666 FACSIMILE 
esmith@osler.com 

Osler, Hoskin & Harcourt LLP 
Box 50, 1 First Canadian Place 
·E:Jario, Canada M5X 1 88 

From: Safouh Soufi [mailto:safouh@smsenergy-engineering.com] 
Sent: Friday, March 25, 2011 5:19PM 
To: Smith, Elliot; Deborah.Langelaan@powerauthority.on.ca; 
Michaei.Killeavy@powerauthority.on.ca 
Subject: RE: TransCanada Potential Project Negotiations - Capital Cost Estimate Rev 5 February 
17, 2011 

Hello Elliot: 

The figures are per minute and the comma should be replaced with period".". Sorry about that. 

Here are the figures as they should appear in the Contract 

Q1: 37.8 MW/minute 
Q2: 35.8 MW/minute 
Q3: 33.0 MW/minute 
Q4: 35.2 MW/minute 

Thanks, 
Safouh 

From: Smith, Elliot [mailto:ESmith@osler.com] 
Sent: March 25, 2011 3:30 PM 
To: 'safouh@smsenergy-engineering.com'; 'Deborah.Langelaan@powerauthority.on.ca'; 
'Michaei.Killeavy@powerauthority.on.ca' 
Subject: Re: TransCanada Potential Project Negotiations - Capital Cost Estimate Rev 5 February 
17, 2011 

Thanks Safouh. Can you clarify the units of measurement for me? 

Elliot 

From: Safouh Soufi [mailto:safouh@smsenergy-engineering.com] 
Sent: Friday, March 25, 2011 03:18 PM 
To: 'Deborah Langelaan' <Deborah.Langelaan@powerauthority.on.ca>; Smith, Elliot; 'Michael 
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Killeavy' <Michael. Killeavy@ powerauthority .on.ca > 
Subject: RE: Transcanada Potential Project Negotiations - Capital Cost Estimate Rev 5 February 
17, 2011 

Hello Elliot: 

The ramp rate figures for the Facility (two units) will be as follows: 

Q1: 37,800 MW 
Q2: 35,800 MW 
03: 33,000 MW 
Q4: 35,200 MW 

These rates do not required adjustment for ambient conditions and are subject to negotiation with 
TCE, of course. TCE may see one of these rates in particular as being little aggressive but that 
is OK for now. 

Let me know if you have any questions. 

Thanks, 
Safouh 

From: Deborah Langelaan [mailto:Deborah.Langelaan@powerauthority.on.ca] 
Sent: March 25, 201111:04 AM 
To: esmith@osler.com; rsebastiano@osler.com; Michael Killeavy; Safouh Soufi; 
gene.meehan@nera.com 
Cc: Susan Kennedy 
Subject: FW: Transcanada Potential Project Negotiations - capital Cost Estimate Rev 5 February 
17, 2011 

***Privileged and Confidential*** 

Please find attached TCE's revised capital cost estimate for a peaking plant in Cambridge. 
Although TCE has reduced its CAPEX by -$118 MM we're still miles apart with our estimates. 

TCE decreased the following costs: 

1. Reduced Fuel gas connection charges to $0 (decrease of -$62 MM) 
2. Reduced Electrical connection charges by -$34 MM 
3. Reduced Insurance & Misc. by -$1 MM 
4. Reduced Project Uncertainties by -$20 MM 

Deb 

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

From: John Mikkelsen [mailto:john_mikkelsen@transcanada.com] 
Sent: March 24, 2011 5:00 PM 
To: Deborah Langelaan 
Cc: Geoff Murray; Terry Bennett; John Cashin 
Subject: Transcanada Potential Project Negotiations- capital Cost Estimate Rev 5 February 17, 
2011 

Dear Deborah, 
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Further to the receipt of your designation letter of March 21, 2011 received today, please find 
attached capital cost estimate TransCanada Capital Cost Estimate titled "Capital Cost Estimate 
Boxwood Generation Station ... #157;, Rev.5 dated "Feb 17, 2011 ... #157;. 

Best Regards, 

John Mikkelsen, P.Eng. 

Director, Eastern Canada, Power Development 

TransCariada 

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 iu error, please notify the sender immediately and delete the original 
message. Thank you. 

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

Le contenu du pr Jlt.nt courriel est privil~¥confidentiel et 
soumis C:es droits d'auteur. II est interdit de l'utiliser ou 
de le divulguer sans autorisation . . 

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

From: 
Sent: 
To: 
Cc: 

Smith, Elliot [ESmith@osler.com] 
March 28, 2011 6:06 PM 
Michael Killeavy; safouh@smsenergy-engineering.com; Deborah Langelaan 
Sebastiane, Rocco · 

Subject: RE: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 
2011 

Don't worry- we caught that one too! In the latest draft (i.e. the one sent to TCE) the costs in Schedule "C" 
have been square bracketed to signal to them that they remain subject to validation. 

Elliot 

From: Michael Killeavy [mailto:Michaei.Killeavy@powerauthority.on.ca] 
Sent: Monday, March 28, 2011 6:02PM 
To: safouh@smsenergy-engineering.com; Smith, Elliot; Deborah Langelaan 
Cc: Sebastiane, Rocco 
Subject: Re: TransCanada Potential Project Negotiations - Capital Cost Estimate Rev 5 February 17, 2011 

No worries. Thanks for coming in for the meeting. 

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

From: Safouh Soufi [mailto:safouh@smsenergy-engineering.com] 
Sent: Monday, March 28, 2011 05:59 PM 
To: Michael Killeavy; ESmith@osler.com <ESmith@osler.com>; Deborah Langelaan 
Cc: RSebastiano@osler.com <RSebastiano@osler.com> 
Subject: RE: TransCanada Potential Project Negotiations - Capital Cost Estimate Rev 5 February 17, 2011 

Like I said, Elliott is very quick. I just got to my office after our meeting. 

From: Michael Killeavy [mailto:Michaei.Killeavy@powerauthority.on.ca] 
Sent: March 28, 2011 5:58 PM 
To: safouh@smsenergy-engineering.com; ESmith@osler.com; Deborah Langelaan 
Cc: RSebastiano@osler.com 
Subject: Re: TransCanadaPotential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 2011 

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

From: Safouh Soufi [mailto:safouh@smsenergy-engineering.com] 
Sent: Monday, March 28, 2011 05:56 PM 
To: 'Smith, Elliot' <ESmith@osler.com>; Deborah Langelaan; Michael Killeavy 
Cc: 'Sebastiana, Rocco' <RSebastiano@osler.com> 
Subject: RE: TransCanada Potential Project Negotiations - Capital Cost Estimate Rev 5 February 17, 2011 

Elliott: 

You are very quick, have just one comment 

1. Schedule C, Section 3: I think we should state that the Fixed Costs listed in the table are still subject to 
validation by OPA. For example; TCE has not submitted any info on FE hedge and what if they don't 
have it then the Fixed Cost principle allows it to stay in irrespective of whether or not such cost is valid. 

If 1 understood Schedule C correctly then OPA maximum NRR will be $12,500+$317.07=$12,817. 

Thanks, 
Safouh 

From: Smith, Elliot [mailto:ESmith@osler.com] 
Sent: March 28, 2011 4:41 PM 
To: Smith, Elliot; Safouh Soufi; Deborah.Langelaan@powerauthority.on.ca; 
Michaei.Killeavy@powerauthority.on.ca 
Cc: Sebastiana, Rocco 
Subject: RE: TransCanada Potential Project Negotiations - Capital Cost Estimate Rev 5 February 17, 2011 

All, 
Please fmd attached a further revised draft of the letter, to reflect this afternoon's discussion. 

Elliot 

·-----·---· 
From: Smith, Elliot 
Sent: Monday, March 28, 2011 1:46PM 
To: 'Safouh Soufi'; 'Deborah.Langelaan@powerauthority.on.ca'; 'Michaei.Killeavy@powerauthority.on.ca' 
Cc: Sebastiane, Rocco 
Subject: RE: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 
2011 

Please find attached a revised draft of the response letter to A. Pourbaix, along with a blackline 
to Friday afternoon's draft. 

Elliot 
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From: Smith, Elliot 
Sent: Friday, March 25, 2011 6:00PM 
To: 'Safouh Soufi'; Deborah.Langelaan@powerauthority.on.ca; 
Michaei.Killeavy@powerauthority.on.ca · · · · · · 
cc: Sebastiana; Rocco· · 
Subject: RE: TransCanada Potential Project Negotiations - Capital Cost Estimate Rev 5 Februar¥ 
17, 2011 

All, 
Further to today' s discussion, please find attached a revised draft letter to TCE along 
with a blackline. Please note that this draft presumes that the quarterly ramp rates set out 
below correspond to the Seasons used in the CES contract. If this is not the case, further 
revision may be required. 

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 
~aria, Canada M5X 188 

From: Safouh Soufi [mailto:safouh@smsenergy-engineering;com] 
Sent: Friday, March 25, 2011 5:19PM 
To: Smith, Elliot; Deborah.Langelaan@powerauthority.on.ca; 
Michaei.Killeavy@powerauthority.on.ca 
Subject: RE: TransCanada Potential Project Negotiations - Capital Cost Estimate Rev 5 
February 17, 2011 

Hello Elliot: 

The figures are per minute and the comma should be replaced with period".". Sorry 
about that. 

Here are the figures as they should appear in the Contract 

Q1: 37.8 MW/minute 
Q2: 35.8 MW/minute 
Q3: 33.0 MW/minute 
Q4: 35.2 MW/minute 

Thanks, 
Safouh 
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From: Smith, Elliot [mailto:ESmith@osler.com] 
Sent: March 25, 2011 3:30 PM 
To: 'safouh@smsenergy-engineering.com'; 'Deborah.Langelaan@powerauthority.on.ca'; 
'Michaei.Killeavy@powerauthority.on.ca' 
Subject: Re: TransCanada Potential Project Negotiations - capital Cost Estimate Rev 5 
February 17, 2011 

Thanks Safouh. Can you clarify the units of measurement for me? 

Elliot 

From: Safouh Soufi [mailto:safouh@smsenergy-engineering.com] 
Sent: Friday, March 25, 2011 03:18PM 
To: 'Deborah Langelaan' <Deborah.Langelaan@powerauthority.on.ca>; Smith, Elliot; 
'Michael Killeavy' <Michaei.Killeavy@powerauthority.on.ca> 
Subject: RE: TransCanada Potential Project Negotiations - Capital Cost Estimate Rev 5 
February 17, 2011 

Hello Elliot: 

The ramp rate figures for the Facility (two units) will be as follows: 

Q1: 37,800 MW 
Q2: 35,800 MW 
Q3: 33,000 MW 
Q4: 35,200 MW 

These rates do not required adjustment for ambient conditions and are subject to 
negotiation with TCE, of course. TCE may see one of these rates in particular as being 

. little aggressive but that is OK for now. 

Let me know if you have any questions. 

Thanks, 
Safouh 

From: Deborah Langelaan [mailto:Deborah.Langelaan@powerauthority.on.ca] 
Sent: March 25, 201111:04 AM 
To: esmith@osler.com; rsebastiano@osler.com; Michael Killeavy; Safouh Soufi; 
gene.meehan@nera.com 
Cc: Susan Kennedy 
Subject: FW: Transcanada Potential Project Negotiations - capital Cost Estimate Rev 5 
February 17, 2011 

***Privileged and Confidential*** 

Please find attached TCE's revised capital cost estimate for a peaking plant in 
Cambridge. Although TCE has reduced its CAPEX by -$118 MM we're still miles apart 
with our estimates. 

TCE decreased the following costs: 

1. Reduced Fuel gas connection charges to $0 (decrease of -$62 MM) 
2. Reduced Electrical connection charges by -$34 MM 
3. Reduced Insurance & Misc. by -$1 MM 
4. Reduced Project Uncertainties by -$20 MM 
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Deb 

. Deborah Langelaan I Manager, Natural Gas Projects I OPA I 
Suite 1600 -120 Adelaide St. W. I Toronto, ON MSH 1T1 I 
T:A16.969.6052 I F: 416.967.19471 deborah.langelaan@powerauthoritv.on.ca 1 

From: John Mikkelsen [mailto:john_mikkelsen@transcanada.com] 
Sent: March 24, 2011 5:00 PM -
To: Deborah Langelaan 
Cc: Geoff Murray; Terry Bennett; John Cashin 
Subject: TransCanada Potential Project Negotiations - Capital Cost Estimate Rev 5 
February 17, 2011 

Dear Deborah, 

Further to the receipt of your designation letter of March 21, 2011 received today, please 
find attached capital cost estimate TransCanada Capital Cost Estimate titled "Capital 
Cost Estimate Boxwood Generation Station ... #157;, Rev.5 dated "Feb 17;2011 ... #157;. 

Best Regards, 

John Mikkelsen, P.Eng. 

Director, Eastern Canada, Power Development 

TransCanada 

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

Tel: 416.869.2102 

Fax:416.869.2056 

Cell:416.559.1664 

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

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

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

Le contenu du pr~nt courriel est privil~¥confidentiel et 
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soumis Des droits d'auteur. II est interdit de l'utiliser au 
dele divulguer sans autodsation. 
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Aleksandar Kojic 

From: 
sent: 
To: 
Cc: 

Safouh Soufi [safouh@smsenergy-engineering.com] 
March 28; 2011 6:12 PM . 
'Smith, Elliot'; Michael Killeavy; Deborah Langelaan 
'Sebastiane, Rocco' . · . . 

Subject: RE: TransCa!lada Potential Project Negotiations - Capital Cost Estimate Rev 5 February 17, 
2011 . . 

Must say I am impressed. Can you please circulate the final version. 

Safouh 

From: Smith, Elliot [mailto:ESmith@osler.com] 
Sent: March 28, 2011 6:06 PM 
To: Michael Killeavy; safouh@smsenergy-engineering.com; Deborah Langelaan 
Cc: Sebastiane, Rocco 
Subject: RE: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 2011 

Don't worry- we caught that one too! In the latest draft (i.e. the one sent to TCE) the costs in Schedule "C" 
have been square bracketed to signal to them that they remain subject to validation. 

Elliot 

From: Michael Killeavy [mailto:Michael.Killeavy@powerauthority.on.ca] 
Sent: Monday, March 28, 2011 6:02 PM 
To: safouh@smsenergy-engineering.com; Smith, Elliot; Deborah Langelaan 
Cc: Sebastiane, Rocco 
Subject: Re: TransCanada Potential Project Negotiations - Capital Cost Estimate Rev 5 February 17, 2011 

No worries. Thanks for coming in for the meeting. 

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

From: Safouh Soufi [mailto:safouh@smsenergy-engineering.com] 
Sent: Monday, March 28, 2011 05:59 PM 
To: Michael Killeavy; ESmith@osler.com <ESmith@osler.com>; Deborah Langelaan 
Cc: RSebastiano@osler.com <RSebastiano@osler.com> 
Subject: RE: TransCanada Potential Project Negotiations - Capital Cost Estimate Rev 5 February 17, 2011 

Like I said, Elliott is very quick. I just got to my office after our meeting. 

1 



From: Michael Killeavy [mailto:Michaei.Killeavy@powerauthority.on.ca] 
Sent: March 28, 2011 5:58 PM 
To: safouh@smsenergy-engineering.com; ESmith@osler.com; Deborah Langelaan 
Cc: RSebastiano@osler.com 
Subject: Re: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 2011 

It's already gone. Too late. 

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

From: Safouh Soufi [mailto:safouh@smsenergy-engineering.com] 
Sent: Monday, March 28, 2011 05:56 PM 
To: 'Smith, Elliot' <E5mith@osler.com>; Deborah Langelaan; Michael Killeavy 
Cc: 'Sebastiane, Rocco' <RSebastiano@osler.com> 
Subject: RE: TransCanada Potential Project Negotiations - Capital Cost Estimate Rev 5 February 17, 2011 

Elliott: 

You are very quick, have just one comment: 

1. Schedule C, Section 3: I think we should state that the Fixed Costs listed in the table are still subject to 
validation by OPA. For example; TCE has not submitted any info on FE hedge and what if they don't 
have it then the Fixed Cost principle allows it to stay in irrespective of whether or not such cost is valid. 

If I understood Schedule C correctly then OPA maximum NRR will be $12,500+$317.07=$12,817. 

Thanks, 
Safouh 

From: Smith, Elliot [mailto:ESmith@osler.com] 
Sent: March 28, 2011 4:41PM 
To: Smith, Elliot; Safouh 5oufi; Deborah.Langelaan@powerauthority.on.ca; 
Michaei.Killeavy@powerauthority.on.ca 
Cc: Sebastiane, Rocco 
Subject: RE: TransCanada Potential Project Negotiations - Capital Cost Estimate Rev 5 February 17, 2011 

All, 
Please fmd attached a further revised draft of the letter, to reflect this afternoon's discussion. 

Elliot 
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From: Smith, Elliot 
Sent: Monday, March 28, 20111:46 PM 
To: 'Safouh Soufi'; 'Deborah .. Langelaan@powerauthority.on.ca'; 'Michaei.Killeavy@powerauthority.on.ca' 
Cc: s_ebastiano, Rocco · · · · · · · 
Subject: RE: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 
2011 

Please find attached a revised draft of the response letter to A. Pourbaix, along with a blackline 
to Friday afternoon's draft. 

Elliot 

From: Smith, Elliot 
sent: Friday, March 25, 2011 6:00 PM 
To: 'Safouh Soufi'; Deborah.Langelaan@powerauthority.on.ca; 
Michaei.Killeavy@powerauthority.on.ca 
Cc: Sebastiane, Rocco 
Subject: RE: TransCanada Potential Project Negotiations - Capital Cost Estimate Rev 5 February 
17, 2011 

All, 
Further to today' s discussion, please find attached a revised draft letter to TCE along 
with a blackline. Please note that this draft presumes that the quarterly ramp rates set out 
below correspond to the Seasons used in the CES contract. If this is not the case, further 
revision may be required. 

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 

[j~.,-• •~'m 

From: Safouh Soufi [mailto:safouh@smsenergy-engineering.com] 
Sent: Friday, March 25, 2011 5:19 PM 
To: Smith, Elliot; Deborah.Langelaan@powerauthority.on.ca; 
Michaei.Killeavy@powerauthority.on.ca 
Subject: RE: TransCanada Potential Project Negotiations - Capital Cost Estimate Rev 5 
February 17, 2011 

Hello Elliot: 
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The figures are per minute and the comma should be replaced with period".". Sorry 
about that. 

Here are the figures as they should appear in the Contract 

Q1: 37.8 MW/minute 
Q2: 35.8 MW/minute 
Q3: 33.0 MW/minute 
Q4: 35.2 MW/minute 

Thanks, 
Safouh 

From: Smith, Elliot [mailto:ESmith@osler.com] 
Sent: March 25, 2011 3:30 PM 
To: 'safouh@smsenergy-engineering.com'; 'Deborah.Langelaan@powerauthority.on.ca'; 
'Michael.Killeavy@powerauthority.on.ca' 
Subject: Re: TransCanada Potential Project Negotiations - Capital Cost Estimate Rev 5 
February 17, 2011 

Thanks Safouh. Can you clarify the units of measurement for me? 

Elliot 

·-----------------------------·-·------
From: Safouh Soufi [mailto:safouh@smsenergy-engineering.com] 
Sent: Friday, March 25, 2011 03:18PM 
To: 'Deborah Langelaan' <Deborah.Langelaan@powerauthority.on.ca>; Smith, Elliot; 
'Michael Killeavy' <Michaei.Killeavy@powerauthority.on.ca> 
Subject: RE: TransCanada Potential Project Negotiations - Capital Cost Estimate Rev 5 
February 17, 2011 

Hello Elliot 

The ramp rate figures for the Facility (two units) will be as follows: 

Q1: 37,800 MW 
Q2: 35,800 MW 
Q3: 33,000 MW 
Q4: 35,200 MW 

These rates do not required adjustment for ambient conditions and are subject to 
negotiation with TCE, of course. TCE may see one of these rates in particular as being 
little aggressive but that is OK for now. 

Let me know if you have any questions. 

Thanks, 
Safouh 

From: Deborah Langelaan [mailto:Deborah.Langelaan@powerauthority.on.ca] 
Sent: March 25, 201111:04 AM 
To: esmith@osler.com; rsebastiano@osler.com; Michael Kllleavy; Safouh Soufi; 
gene.meehan@nera.com 
Cc: Susan Kennedy 
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Subject: FW: TransCanada Potential Project Negotiations - Capital Cost Estimate Rev 5 
February 17, 2011 

***Privileged and Confidential*** 

Piease find attached TCE's revised capital cost estimate for a peaking plant in . 
Cambridge. Although TCE has reduced its CAP EX by -$118 MM we're still miles apart 
with our estimates, · · 

TCE decreased the following co~ts: 

1. Reduced Fuel gas connection charges to $0 (decrease of -$62 MM) 
2. Reduced Electrical connection charges by -$34 MM 
3. Reduced Insurance & Misc. by -$1 MM 
4. Reduced Project Uncertainties by -$20 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@powerauthoritv.on.ca 1 

From: John Mikkelsen [mailto:john_mikkelsen@transcanada.com] 
Sent: March 24, 2011 5:00PM 
To: Deborah Langelaan 
Cc: Geoff Murray; Terry Bennett; John Cashin 
Subject: TransCanada Potential Project Negotiations - Capital Cost Estimate Rev 5 
February 17, 2011 

Dear Deborah, 

Further to the receipt of your designation letter of March 21, 2011 received today, please 
find attached capital cost estimate TransCanada Capital Cost Estimate titled "Capital 
Cost Estimate Boxwood Generation Station ... #157;, Rev.5 dated "Feb 17, 2011 ... #157;. 

Best Regards, 

John Mikkelsen, P.Eng. 

Director, Eastern Canada, Power Development 

TransCanada 

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

Tel: 416.869.2102 

Fax:416.869.2056 

Cell:416.559.1664 
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This electronic message and any attached documents are intended only for the 
named addressee(s). This communication from TransCanada may contain 
information that is privileged, confidential or otherwise protected from disclosure 
and it must not be disclosed, copied, forwarded or distributed without 
authorization. If you have received this message in error, please notify the sender 
immediately and delete the original message. Thank you. 

***********'\*********************************************'"'********* 

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

Le contenu du pr~nt courriel est privii@Wconfidentiel et 
soumis Des droits d'auteur. II est interdit de l'utiliser au 
de le divulguer sans autorisation. 
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Aleksandar Kojic 

From: Michael Killeavy 
Sent: 
To: 

March 28, 2011 7:16PM 
'safouh@smsenergy-engineering.com' 

Subject: Re: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 
2011 

We should talk about GD&M costs tomorrow: I'm a bit confused. 

Michael Killeavy, LL.B., MBA, P.Eng. 
Director, Contract Management 
Ontario Power Authority 
120 Adelaide St. West, Suite 1600 
Toronto, Ontario, MSH 1T1 
416-969c6288 (office) 
416-969-6071 (fax) 
416-520-9788 (cell) 
Michael.killeavy@powerauthority.on.ca 

From: Safouh Soufi [mailto:safouh@smsenergy-engineering.com] 
Sent: Monday, March 28, 2011 06:12PM 
To: 'Smith, Elliot' <ESmith@osler.com>; Michael Killeavy; Deborah Langelaan 
Cc: 'Sebastiana, Rocco' <RSebastiano@osler.com> 
Subject: RE: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 2011 

Must say I am impressed. Can you please circulate the final version. 

Safouh 

From: Smith, Elliot [mailto:ESmith@osler.com] 
Sent: March 28, 2011 6:06 PM 
To: Michael Killeavy; safouh@smsenergy-engineering.com; Deborah Langelaan 
Cc: Sebastiano, Rocco 
Subject: RE: TransCanada Potential Project Negotiations - Capital Cost Estimate Rev 5 February 17, 2011 

Don't worry- we caught that one too! In the latest draft (i.e. the one sent to TCE) the costs in Schedule "C" 
have been square bracketed to signal to them that they remain subject to validation. 

Elliot 

From: Michael Killeavy [mailto:Michaei.Killeavy@powerauthority.on.ca] 
Sent: Monday, March 28, 2011 6:02 PM 
To: safouh@smsenergy-engineering.com; Smith, Elliot; Deborah Langelaan 
Cc: Sebastiana, Rocco 
Subject: Re: TransCanada Potential Project Negotiations - Capital Cost Estimate Rev 5 February 17, 2011 

No worries. Thanks for coming in for the meeting. 
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I 
I 

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

From: Safouh Soufi [mailto:safouh@smsenergy-engineering.com] 
Sent: Monday, March 28, 2011 05:59 PM 
To: Michael Killeavy; ESmith@osler.com <ESmith@osler.com>; Deborah Langelaan 
Cc: RSebastiano@osler.com <RSebastiano@osler.com> 
Subject: RE: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 2011 

Like I said, Elliott is very quick. I just got to my office after our meeting. 

From: Michael Killeavy [mailto:Michaei.Killeavy@powerauthority.on.ca] 
Sent: March 28, 2011 5:58 PM 
To: safouh@smsenergy-engineering.com; ESmith@osler.com; Deborah Langelaan 
Cc: RSebastiano@osler.com 
Subject: Re: TransCanada Potential Project Negotiations - Capital Cost Estimate Rev 5 February 17, 2011 

It's already gone. Too late. 

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

From: Safouh Soufi [mailto:safouh@smsenergy-engineering.com] 
Sent: Monday, March 28, 2011 05:56 PM 
To: 'Smith, Elliot' <ESmith@osler.com>; Deborah Langelaan; Michael Killeavy 
Cc: 'Sebastiane, Rocco' <RSebastiano@osler.com> 
Subject: RE: TransCanada Potential Project Negotiations - Capital Cost Estimate Rev 5 February 17, 2011 

Elliott: 

You are very quick, have just one comment: 
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1. Schedule C, Section 3: I think we should state that the Fixed Costs listed in the table are still subject to 
validation by OPA. For example; TCE has not submitted any info on FE hedge and what if they don't 
have it then the Fixed Cost principle allows it to stay in irrespective of whether or not such cost is valid. 

If I understood Schedule C correctly then OPA maximum NRR will be $12,500+$317.07,;,$12,817. 

Thanks; 
Safouh 

From: Smith, Elliot [mailto:ESmith@osler.com] 
Sent: March 28, 2011 4:41 PM 
To: Smith, Elliot; Safouh Soufi; Deborah.Langelaan@powerauthority.on.ca; 
Michaei.Killeavy@powerauthority.on.ca 
Cc: Sebastiana, Rocco 
Subject: RE: TransCanada Potential Project Negotiations - Capital Cost Estimate Rev 5 February 17, 2011 

All, 
Please find attached a further revised draft of the letter, to reflect this afternoon's discussion. 

Elliot 

From: Smith, Elliot 
Sent: Monday, March 28, 2011 1:46PM 
To: 'Safouh Soufi'; 'Deborah.Langelaan@powerauthority.on.ca'; 'Michaei.Killeavy@powerauthority.on.ca' 
Cc: Sebastiana, Rocco 
Subject: RE: TransCanada Potential Project Negotiations - Capital Cost Estimate Rev 5 February 17, 
2011 

Please find attached a revised draft of the response letter to A. Pourbaix, along with a blackline 
to Friday afternoon's draft. 

Elliot 

From: Smith, Elliot 
Sent: Friday, March 25, 2011 6:00PM 
To: 'Safouh Soufi'; Deborah.Langelaan@powerauthority.on.ca; 
Michael .Killeavy@ powerauthority .on .ca 
Cc: Sebastiana, Rocco 
Subject: RE: TransCanada Potential Project Negotiations - Capital Cost Estimate Rev 5 February 
17, 2011 

All, 
Further to today' s discussion, please find attached a revised draft letter to TCE along 
with a blackline. Please note that this draft presumes that the quarterly ramp rates set out 
below correspond to the Seasons used in the CES contract. If this is not the case, further 
revision may be required. 

Elliot 

D 
Elliot Smith 
Associate 

416.862.6435 DIRECT 
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I 
I 

416.862.6666 FACSIMILE 
esmith@osler.com 

Osier, Hoskin & Harcourt LLP 
Box 50, 1 First Canadian Place []"'· ~ ... -"" 

From: Safouh Soufi [mailto:safouh@smsenergy-engineering.com] 
Sent: Friday, March 25, 2011 5:19PM 
To: Smith, Elliot; Deborah.Langelaan@powerauthority.on.ca; 
Michaei.Killeavy@powerauthority.on.ca 
Subject: RE: TransCanada Potential Project Negotiations - Capital Cost Estimate Rev S 
February 17, 2011 

Hello Elliot: 

The figures are per minute and the comma should be replaced with period".". Sorry 
about that. 

Here are the figures as they should appear in the Contract 

Q1: 37.8 MW/minute 
Q2: 35.8 MW/minute 
Q3: 33.0 MW/minute 
Q4: 35.2 MW/minute 

Thanks, 
Safouh 

From: Smith, Elliot [mailto:ESmith@osler.com] 
Sent: March 25, 2011 3:30 PM 
To: 'safouh@smsenergy-engineering.com'; 'Deborah.Langelaan@powerauthority.on.ca'; 
'Michaei.Killeavy@powerauthority.on.ca' 
Subject: Re: TransCanada Potential Project Negotiations - Capital Cost Estimate Rev 5 
February 17, 2011 

Thanks Safouh. Can you clarify the units of measurement for me? 

Elliot 

From: Safouh Soufi [mailto:safouh@smsenergy-engineering.com] 
Sent: Friday, March 25, 2011 03:18 PM 
To: 'Deborah Langelaan' <Deborah.Langelaan@powerauthority.on.ca>; Smith, Elliot; 
'Michael Killeavy' <Michael. Killeavy@powera uthority .on .ca > 
Subject: RE: TransCanada Potential Project Negotiations - Capital Cost Estimate Rev 5 
February 17, 2011 

Hello Elliot: 

The ramp rate figures for the Facility (two units) will be as follows: 
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Q1: 37,800 MW 
Q2: 35,800 MW 
Q3: 33,000 MW 
Q4: 35,200 MW 

These rates do not required adjustment for ambient conditions and are subject to 
negotiation with TCE, of course. TCE may see one of these rates in particular as· being 
little aggressive but that is OK for now. 

Let me know if you have any questions. 

Thanks, 
Safouh 

From: Deborah Langelaan [mailto:Deborah.Langelaan@powerauthority.on.ca] 
Sent: March 25, 201111:04 AM 
To: esmith@osler.com; rsebastiano@osler.com; Michael Killeavy; Safouh Soufi; 
gene.meehan@nera.com 
Cc: Susan Kennedy 
Subject: PN: TransCanada Potential Project Negotiations - Capital Cost Estimate Rev 5 
February 17, 2011 

***Privileged and Confidential*** 

Please find attached TCE's revised capital cost estimate for a peaking plant in 
Cambridge. Although TCE has reduced its CAP EX by -$118 MM we're still miles apart 
with our estimates. 

TCE decreased the following costs: 

1. Reduced Fuel gas connection charges to $0 (decrease of -$62 MM) 
2. Reduced Electrical connection charges by -$34 MM 
3. Reduced Insurance & Misc. by -$1 MM 
4. Reduced Project Uncertainties by -$20 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@powerauthoritv.on.ca 1 

From: John Mikkelsen [mailto:john_mikkelsen@transcanada.com] 
Sent: March 24, 2011 5:00 PM 
To: Deborah Langelaan 
Cc: Geoff Murray; Terry Bennett; John Cashin 
Subject: TransCanada Potential Project Negotiations - Capital Cost Estimate Rev 5 
February 17, 2011 

Dear Deborah, 

Further to the receipt of your designation letter of March 21, 2011 received today, please 
find attached capital cost estimate TransCanada Capital Cost Estimate titled "Capital 
Cost Estimate Boxwood Generation Station ... #157;, Rev.5 dated "Feb 17, 2011 ... #157;. 

Best Regards, 
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John Mikkelsen, P.Eng. 

Director, Eastern Canada, Power Development 

TransCanada 

Royal Bank Plaza 
200 Bay 5 treet 
24th Floor, South Tower 
Toronto, Ontario M5J 2J1 

Tel: 416.869.2102 

Fax:416.869.2056 

Cell:416.559' 1664 

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

·---···--**"*-**************-**-****** 

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

Le contenu du prl~nt courriel est privii~Wconfidentiel et 
soumis Des droits d'auteur. II est interdit de l'utiliser ou 
de Je divulguer sans autorisation. 
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Aleksandar Kojic 

From: 
Sent: 

Safouh Soufi [safouh@smsenergy-engineering.com] 
March 28,20117:19 PM 

To: 
Subject: 

Michael KiHeaily 
RE: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 
2011 . . . 

No problem! 

From: Michael Killeavy [mailto:Michaei.Killeavy@powerauthority.on.ca] 
Sent: March 28, 2011 7:16 PM 
To: safouh@smsenergy-engineering.com 
Subject: Re: TransCanada Potential Project Negotiations - Capital Cost Estimate Rev 5 February 17, 2011 

We should talk about GD&M costs tomorrow. I'm a bit confused. 

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

From: Safouh Soufi [mailto:safouh@smsenergy-engineering.com] 
Sent: Monday, March 28, 2011 06:12 PM 
To: 'Smith, Elliot' <ESmith@osler.com>; Michael Killeavy; Deborah Langelaan 
Cc: 'Sebastiana, Rocco' <RSebastiano@osler.com> 
Subject: RE: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 2011 

Must say I am impressed. Can you please circulate the final version. 

Safouh 

From: Smith, Elliot [mailto:ESmith@osler.com] 
Sent: March 28, 2011 6:06 PM 
To: Michael Killeavy; safouh@smsenergy-engineering.com; Deborah Langelaan 
Cc: Sebastiana, Rocco 
Subject: RE: TransCanada Potential Project Negotiations - Capital Cost Estimate Rev 5 February 17, 2011 

Don't worry- we caught that one too! In the latest draft (i.e. the one sent to TCE) the costs in Schedule "C" 
have been square bracketed to signal to them that they remain subject to validation. 

Elliot 
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From: Michael Killeavy [mailto:Michaei.Killeavy@powerauthority.on.ca] 
Sent: Monday, March 28, 2011 6:02PM 
To: safouh@smsenergy-engineering.com; Smith, Elliot; Deborah Langelaan 
Cc: Sebastiana, Rocco 
Subject: Re: Transcanada Potential Project Negotiations - capital Cost Estimate Rev 5 February 17, 2011 

No worries. Thanks for coming in for the meeting. 

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

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

From: Safouh Soufi [mailto:safouh@smsenergy-engineering.com] 
Sent: Monday, March 28, 2011 05:59 PM 
To: Michael Killeavy; ESmith@osler.com <ESmith@osler.com>; Deborah Langelaan 
Cc: RSebastiano@osler.com <RSebastiano@osler.com> 
Subject: RE: TransCanada Potential Project Negotiations - Capital Cost Estimate Rev 5 February 17, 2011 

Like 1 said, Elliott is very quick. I just got to my office after our meeting. 

From: Michael Killeavy [mailto:Michaei.Killeavy@powerauthority.on.ca] 
Sent: March 28, 2011 5:58 PM 
To: safouh@smsenergy-engineering.com; ESmith@osler.com; Deborah Langelaan 
Cc: RSebastiano@osler.com 
Subject: Re: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 2011 

It's already gone. Too late. 

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

-·-····------- -----·--· ···--·---·----------- ----··-------·-··- -------------------------------~-~------------
From: Safouh Soufi [mailto:safouh@smsenergy-engineering.com] 
Sent: Monday, March 28, 2011 05:56 PM 
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To: 'Smith, Elliot' <ESmith@osler.com>; Deborah Langelaan; Michael Killeavy 
Cc: 'Sebastiane, Rocco' <RSebastiano@osler.com> 
Subject: RE: TransCanada Potential Project Negotiations - Capital Cost Estimate Rev 5 Februart17, 2011 

Ellioij: 

You are very quick, have just one comment: 

1. Schedule C, Section 3: I think we should state that the Fixed Costs listed in the table are still subject to 
validation by OPA. For example; TCE has not submitted any info on FE hedge and what if they don't 
have it then the Fixed Cost principle allows it to stay in irrespective of whether or not such cost is valid. 

If I understood Schedule C correctly then OPA maximum NRR will be $12,500+$317.07=$12,817. 

Thanks, 
Safouh 

From: Smith, Elliot [mailto:ESmith@osler.com] 
Sent: March 28, 2011 4:41PM 
To: Smith, Elliot; Safouh Soufi; Deborah.Langelaan@powerauthority.on.ca; 
Michaei.Killeavy@powerauthority.on.ca 
Cc: Sebastiana, Rocco 
Subject: RE: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 2011 

All, 
Please fmd attached a further revised draft of the letter, to reflect this afternoon's discussion. 

Elliot 

From: Smith, Elliot 
Sent: Monday, March 28, 20111:46 PM 
To: 'Safouh Soufi'; 'Deborah.Langelaan@powerauthority.on.ca'; 'Michael.Killeavy@powerauthority.on.ca' 
Cc: Sebastiana, Rocco 
Subject: RE: TransCanada Potential Project Negotiations- Capital Cost Estimate Rev 5 February 17, 
2011 

Please find attached a revised draft of the response letter to A. Pourbaix, along with a blackline 
to Friday afternoon's draft. 

Elliot 

From: Smith, Elliot 
Sent: Friday, March 25, 2011 6:00PM 
To: 'Safouh Soufi'; Deborah.Langelaan@powerauthority.on.ca; 
fvlichaei.Killeavy@powerauthority.on.ca 
Cc: Sebastiana, Rocco 
Subject: RE: TransCanada Potential Project Negotiations - Capital Cost Estimate Rev 5 February 
17, 2011 

All, 
Further to today' s discussion, please find attached a revised draft letter to TCE along 
with a blackline. Please note that this draft presumes that the quarterly ramp rates set out 
below correspond to the Seasons used in the CES contract. If this is not the case, further 
revision may be required. 
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Elliot 

D 
Elliot Smith 
Associate 

416.862.6435 DIRECT 
416.862.6666 FACSIMILE 
~smith@osler.com 

Osl;r, Hoskin & Harcourt LLP 
Box 50, 1 First Canadian Place E:]'"' '""'" - '~ 

From: Safouh Soufi [mailto:safouh@smsenergy-engineering.com] 
Sent: Friday, March 25, 2011 5:19PM 
To: Smith, Elliot; Deborah.Langelaan@powerauthority.on.ca; 
Michaei.Killeavy@powerauthority.on.ca 
Subject: RE: TransCanada Potential Project Negotiations - Capital Cost Estimate Rev 5 
February 17, 2011 

Hello Elliot: 

. The figures are per minute and the comma should be replaced with period".". Sorry 
about that. 

Here are the figures as they should appear in the Contract 

Q1: 37.8 MW/minute 
Q2: 35.8 MW/minute 
Q3: 33.0 MW/minute 
Q4: 35.2 MW/minute 

Thanks, 
Safouh 

From: Smith, Elliot [mailto:ESmith@osler.com] 
Sent: March 25, 2011 3:30PM 
To: 'safouh@smsenergy-engineering.com'; 'Deborah.Langelaan@powerauthority.on.ca'; 
'Michaei.Killeavy@powerauthority.on.ca' 
Subject: Re: TransCanada Potential Project Negotiations - Capital Cost Estimate Rev 5 
February 17, 2011 

Thanks Safouh. Can you clarify the units of measurement for me? 

Elliot 

From: Safouh Soufi [mailto:safouh@smsenergy-engineering.com] 
Sent: Friday, March 25, 2011 03:18PM 
To: 'Deborah Langelaan' <Deborah.Langelaan@powerauthority.on.ca>; Smith, Elliot; 
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'Michael Killeavy' <Michael. Killeavy@ powerauthority .on.ca > 
Subject: RE: Transcanada Potential Project Negotiations - Capital Cost Estimate Rev 5 
February 17, 2011 

Hello Elliot: 

The ramp rate figures for the Facility (two units) will be as follows: 

Q1: 37,800 MW 
Q2: 35,800 MW 
Q3: 33,000 MW · 
Q4: 35,200 MW 

These rates do not required adjustment for ambient conditions and are subject to 
negotiation with TCE, of course. TCE may see one of these rates in particular as being 
little aggressive but that is OK for now. 

Let me know if you have any questions. 

Thanks, 
Safouh 

From: Deborah Langelaan [mailto:Deborah.Langelaan@powerauthority.on.ca] 
Sent: March 25, 201111:04 AM 
To: esmith@osler.com; rsebastiano@osler.com; Michael Killeavy; Safouh Soufi; 
gene.meehan@nera.com 
Cc: Susan Kennedy 
Subject: PN: TransCanada Potential Project Negotiations - Capital Cost Estimate Rev 5 
February 17, 2011 

***Privileged and Confidential*** 

Please find attached TCE's revised capital cost estimate for a peaking plant in 
Cambridge. Although TCE has reduced its CAPEX by -$118 MM we're still miles apart 

· with our estimates. 

TCE decreased the following costs: 

1. Reduced Fuel gas connection charges to $0 (decrease of -$62 MM) 
2. Reduced Electrical connection charges by -$34 MM 
3. Reduced Insurance & Misc. by -$1 MM 
4. Reduced Project Uncertainties by -$20 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: John Mikkelsen [mailto:john_mikkelsen@transcanada.com] 
Sent: March 24, 2011 S:OO PM 
To: Deborah Langelaan 
Cc: Geoff Murray; Terry Bennett; John Cashin 
Subject: TransCanada Potential Project Negotiations - Capital Cost Estimate RevS 
February 17, 2011 
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Dear Deborah, 

Further to the receipt of your designation letter of March 21, 2011 received today, please 
find attached capital cost estimate TransCanada Capital Cost Estimate titled "Capital 
Cost Estimate Boxwood Generation Station ... #157;, Rev.5 dated "Feb 17, 2011 ... #157;. 

Best Regards, 

John Mikkelsen, P. Eng. 

Director, Eastern Canada, Power Development 

TransCanada 

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

Tel: 416.869.2102 

Fax:416.869.2056 

Cell:416.559.1664 

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

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

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

Le contenu du pr~nt courriel est privil~¥confidentiel et 
soumis Ges droits d'auteur. II est interdit de l'utiliser au 
de Je divu\guer sans autorisation. 
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Aleksandar Kojic 

From: Michael Killeavy 
March28, 2011 7:52PM Sent: 

To: 
Subject: 

· 'safouh@smsenergy-engineering.com' 
Fw: ·Meeting Tomorrow 

Here are TCE's questions. 

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

From: Geoff Murray [mailto:geoff murray@transcanada.com] 
Sent: Monday, March 28, 2011 06:23 PM 
To: JoAnne Butler; Deborah Langelaan; Michael Killeavy 
Cc: Brandon Anderson <brandon anderson@transcanada.com>; Terry Bennett <terrv bennett@transcanada.com>; 
John Mikkelsen <john mikkelsen@transcanada.com> 
Subject: Meeting Tomorrow 

JoAnne: 

We are in receipt of the OPA's proposal and haven't fully digested it; however as per your communication with Terry and 
in an effort to ensure we understand the OPA's counter-offer here is a list of the things we would like to understand 
coming out of tomorrow's meeting: 

• The proposed mechanism for recovery of the OGS Sunk Costs and OBL Costs 
• The proposed mechanism for true-up of actual vs estimated Capital Costs 
• The OPA's capital cost estimate in the same format as the previously provided TransCanada capital cost 

estimates 
• The OPA's proposal on permitting risk 
• The OPA's estimate of the difference between actual net revenue generated during operations and the imputed 

net revenue "deemed" under the contract 
• The OPA's estimate of Contract Capacity by season 
• The OPA's estimated GD&M costs, the associated services and volumes 

On several fronts this will probably consist of walking us through your proposal. We look forward to meeting with you and 
your team tomorrow. 

Geoff 

This electronic message and any attached documents are intended only for the named addressee(s). This 
1 



communication from Trans Canada may contain information that is privileged, confidential or otherwise 
protected from disclosure and it must not be disclosed, copied, forwarded or distributed without authorization. 
If you have received this message in error, please notify the sender immediately and delete the original 
message. Thank you. 
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Aleksandar Kojic 

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

March 28, 2011 7:57 PM · .... · . . . . 
JoArine Butler; Deborah Langelaan; Michael Kill<~avy : 

Cc:· 
Subject: 

Sebastiana, Rocco · · · 
RE: Meeting Tomorrow 

Good evening all: 
If these are ail of their questions, this may be a short meeting tomorrow. I have inset below what I understand 
our position to be on their various inquiries. 

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 f!::r· ,_. ~ ,~ 

From: Geoff Murray [mailto:geoff murray@transcanada.com] 
Sent: Monday, March 28, 2011 06:23 PM 
To: JoAnne Butler; Deborah Langelaan; Michael Killeavy 
Cc: Brandon Anderson <brandon anderson@transcanada.com>; Terry Bennett 
<terrv bennett@transcanada.com>; John Mikkelsen <john mikkelsen@transcanada.com> 
Subject: Meeting Tomorrow 

JoAnne: 

We are in receipt of the OPA's proposal and haven't fully digested it; however as per your communication with 
Terry and in an effort to ensure we understand the OPA's counter-offer here is a list of the things we would like to 
understand coming out of tomorrow's meeting: 

• The proposed mechanism for recovery of the OGS Sunk Costs and OBL Costs 
This is set out in paragraphs 2 and 3 of the letter, respectively. 

• The proposed mechanism for true-up of actual vs estimated Capital Costs 
This is set out in Schedule "C" to the letter. 

• The OPA's capital cost estimate in the same format as the previously provided TransCanada capital cost 
estimates 
I don't believe we are intending to provide this. Our estimate should have no bearing on the 
acceptability of this proposal to them. 

• The OPA's proposal on permitting risk 
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This is set out in paragraph 1 of the letter. 

• The OPA's estimate of the difference between actual net revenue generated during operations and the 
imputed net revenue "deemed" under the contract 
We have assumed no mismatch for the purposes of determining the NPV of the contract. Any 
additional revenue they can generate is to their account. · 

• The OPA's estimate of Contract Capacity by season 
We have asked TCE to specify this, subject to Schedule '~"technical requirements and an 
AACC of 500MW. 

• The OPA's estimated GD&M costs, the associated services and volumes 
I don't believe we are intending to provide this. Our estimate should have no bearing on the 
acceptability of this proposal to them. 

On several fronts this will probably consist of walking us through your proposal. We look forward to meeting with 
you and your team tomorrow. 

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

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

Le contenu du present courriel est privil8gi8, confidential et 
soumis a des droits d'auteur. II est interdit de l'utiliser au 
de le divulguer sans autorisation. 

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

From: Michael Killeavy 
Sent: March 28, 2011 8:02 PM 
To: 
Cc: 

'ESmith@osler.com'; JoAnne Butler; Deborah Langelaan . 
'RSebastiano@osler.com' 

Subject: Re: Meeting Tomorrow 

This is very helpful. Thank you for preparing this for us- you saved me some work tonight! 

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: Smith, Elliot [mailto:ESmith@osler.comJ 
Sent: Monday, March 28, 2011 07:56 PM 
To: JoAnne Butler; Deborah Langelaan; Michael Killeavy 
Cc: Sebastiane, Rocco <RSebastiano@osler.com> 
Subject: RE: Meeting Tomorrow 

Good evening all: 
If these are all of their questions, this may be a short meeting tomorrow. I have inset below what I understand 
our position to be on their various inquiries. 

Elliot 

D 
Elliot Smith 
Associate 

416.862.6435 DIRECT 
416.862.6666 FACSIMILE 
esmith@osler.com 

Osler, Hoskin & Harcourt LLP 
Box 50, 1 First Canadian Place E:joo.c_, - '~ 

From: Geoff Murray [mailto:geoff murray@transcanada.com] 
Sent: Monday, March 28, 2011 06:23 PM 
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To: JoAnne Butler; Deborah Langelaan; Michael Killeavy 
cc: Brandon Anderson <brandon andersori@transcanada.com>; Terry Bennett 
<terrv bennett@transcanada.com>; John Mikkelsen <john mikkelsen@transcanada.com> 
Subject: Meeting Tomorrow 

JoAnne: 

We are in receipt of the OPA's proposal and haven't fully digested it; however as per your communication with 
Terry and in an effort to ensure we understand the OPA's counter-offer here is a list of the things we would like to 
understand coming out of tomorrow's meeting: 

• The proposed mechanism for recovery of the OGS Sunk Costs and OBL Costs 
This is set out in paragraphs 2 and 3 of the letter, respectively. 

• The proposed mechanism for true-up of actual vs estimated Capital Costs 
This is set out in Schedule "C" to the letter. 

• The OPA's capital cost estimate in the same format as the previously provided TransCanada capital cost 
estimates 
I don't believe we are intending to provide this. Our estimate should have no bearing on the 
acceptability of this proposal to them. 

• The OPA's proposal on permitting risk 
This is set out in paragraph 1 of the letter. 

• The OPA's estimate of the difference between actual net revenue generated during operations and the 
imputed net revenue "deemed" under the contract · 
We have assumed no mismatch for the purposes of determining the NPV of the contract. Any 
additional revenue they can generate is to their account. 

• The OPA's estimate of Contract Capacity by season 
We have asked TCE to specify this, subject to Schedule "A" technical requirements and an 
AACC of 500 MW. 

• The OPA's estimated GD&M costs, the associated services and volumes 
I don't believe we are intending to provide this. Our estimate should have no bearing on the 
acceptability of this proposal to them. 

On several fronts this will probably consist of walking us through your proposal. We look forward to meeting with 
you and your team tomorrow. 

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. If you have received this message in error, please notify the sender immediately and 
delete the original message. Thank you. 
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***"*****"*"'*""*************"'"'*****"**""*"'"******"*"**"*"'*""'**"""'*** 

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

Le contenu du present courriel est privill§gie, confidential et 
soumis a des droits d'auteur. II est interdit de l'utlliser ou 
de le divulguer sans autorisation. 

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

From: Michael Killeavy 
Sent: 
To: 
Subject: 

March 29, 2011 9:50AM 
'safouh@smsenergy-engineering.coin' 
FW: Meeting Tomorrow . 

FYI 

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 28, 2011 7:57 PM 
To: JoAnne Butler; Deborah Langelaan; Michael Killeavy 
Cc: Sebastiana, Rocco 
Subject: RE: Meeting Tomorrow 

Good evening all: 
If these are all oftheir questions, this may be a short meeting tomorrow. I have inset below what I understand 
our position to be on their various inquiries. 

Elliot 

D 
Elliot Smith 
Associate 

416.862.6435 DIRECT 
416.862.6666 FACSIMILE 
esmith@osler.com 

Osler, Hoskin & Harcourt LLP 
Box 50, 1 First Canadian Place E:]"' """~ ~ '"" 

From: Geoff Murray [mailto:geoff murray@transcanada.com] 
Sent: Monday, March 28, 2011 06:23 PM 
To: JoAnne Butler; Deborah Langelaan; Michael Killeavy 
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Cc: Brandon Anderson <brandon anderson@transcanada.com>; Terry Bennett 
<terry bennett@transcanada.com>; John Mikkelsen <john mikkelsen@transcanada.com> 
Subject: Meeting Tomorrow 

JoAnne: 

We are in receipt of the OPA's proposal and haven't fully digested it; however as per your communication with 
Terry and in an effort to ensure we understand the OPA's counter-offer here is a list of the things we would like to 
understand coming out of tomorrow's meeting: 

• The proposed mechanism for recovery of the OGS Sunk Costs and OBL Costs 
This isset out in paragraphs 2 and 3 of tire letter, respectively. 

• The proposed mechanism for true-up of actual vs estimated Capital Costs 
This is set out in Schedule "C" to the letter. 

• The OPA's capital cost estimate in the same format as the previously provided TransCanada capital cost 
estimates 
I don't believe we are intending to provide this. Our estimate should have no bearing on the 
acceptability of this proposal to them. 

• The OPA's proposal on permitting risk 
This is set out in paragraph 1 of the letter. 

• The OPA's estimate of the difference between actual net revenue generated during operations and the 
imputed net revenue "deemed" under the contract 
We have assumed no mismatch for the purposes of determining the NPV of the contract. Any 
additional revenue they can generate is to their account. 

• The OPA's estimate of Contract Capacity by season 
We have asked TCE to specify this, subject to Schedule ''A" technical requirements and an 
AACC of 500 MW. 

• The OPA's estimated GD&M costs, the associated services and volumes 
1 don't believe we are intending to provide this. Our estimate should have no bearing on the 
acceptability of this proposal to them. 

On several fronts this will probably consist of walking us through your proposal. We look forward to meeting with 
you and your team tomorrow. 

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

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

Le contenu du present courriel est privih~gi8, confidentiel et 
soumis a des droits d'auteur. II est interdit de l'utiliser au 
de le divu!guer sans autorisation. 
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Aleksandar Kojic 

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

Safouh Soufi [safouh@smsenergy-engineering.com] 
March 29, 2011 9:35 PM 
'Smith, Elliot'; Susan Kennedy 
Michael Killeavy; Deborah Langelaan; JoAnne Butler 
NRR Comparison -Confidential 
NRR-Comparison-OPA-Presentation-OPA_Mar_29.xls 

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

Susan and Elliot: 

Earlier today Micheal Killeavy has asked me to send the attached file to the OPA through you. If you have any questions 
please feel free to contact me at any time. 

JoAnne: the attached is more up-to-date than the one you have and have moved 20-year charts next to each other for 
easier comparison. 

Thanks, 
Safouh 
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. ··.-~·: 

SWGTA NYR [20- TCE-Offer [20--Jiou. CPA-Counter 
(20-Year] Year] Year] ~ - ale ~ [25-Year] 

1. Plant NRR (2015$) 17,417 10,090 
2. Fixed GD&M-Portion (2015$) 0 2,327 
3. CAPEX-Adder (2015$) 0 0 
4. Connection-Adder (2015$) 0 0 

Under the deck (Time Value of Money TYM) 
COD Year 2013 2012 2015 2015 2015 
NRR (COD$) 17,277 9,998 
Index 20% 15% 
NRR Index Adjustment (2015$) 140 92 
GD&M (COD$) 812 

·"=-~ c ..0 .;;.~,~· .:;.::....""""~ •• - • 

Confirm with OPA that NYR GD&M total is $2,327 

SWGTA 
NYR 

2012 

9,998 
812 

2013 
17,277 
10,028 

814 

2014 
17,346 
10,059 

817 

2015 
17,417 
10,090 

819 

Adj. 
140 
92 

7 

··-. ."· 

GD&M Index Adjustment (2015$) - , ,;.;.; ,,T - - - __ _ 
-----------------------~--~------------------------------------------------------------------------------ --

Notes: 
1. Index adjustment is as per OPA contract 
2. Assumed Connection Adder of 80M for offers/counter offers 
3. Assumed Fixed GD&M of $1 0.82M, flow-!hru charge, for offers/counter offers 
4. Corrected NRR and Connection-Adder from 25-Yearto 20-Year equivalent 

~ 

«~)-

13,750 II) .... 
0 

12,500 N 
0:: 
0:: 11,250 
z - 10,000 

8,750 

7,500 

6,250 

5,000 
SWGTA [20-Year] NYR [20-Year] TCE-Offer [20-Year] OPA-Counter [20-Year Eqv.] OPA-Counter [25-Year] 





Aleksandar Kojic . 

From: 
Sent: 
To: 
Cc: 

Smith, Elliot [ESmith@osler.com] 
March 30, 2011 1 :08 PM 
Safouh Soufi; Susan Kennedy 

Subject: 
Michael Killeavy; Deborah Langelaan; JoAnne Butler 
RE: NRR Comparison- Confidential 

Safouh, 
Does the "TCE Offer-20 Year" column take into account the NRRIF being at 50% instead of20%? In terms 
of "normalizing" NRRs so they are on the same basis, it would probably make sense to add this back in. This 
must be worth something in the order of $1200/MW -month. 

Elliot 

From: Safouh Soufi [mailto:safouh@smsenergy-engineering.com] 
Sent: Tuesday, March 29, 2011 9:35 PM 
To: Smith, Elliot; 'Susan Kennedy' 
Cc: 'Michael Killeavy'; 'Deborah Langelaan'; 'JoAnne Butler' 
Subject: NRR Comparison - Confidential 

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

Susan and Elliot: 

Earlier today Micheal Killeavy has asked me to send the attached file to the OPA through you. If you have any 
questions please feel free .to contact me at any time. 

JoAnne: the attached is more up-to-date than the one you have and have moved 20-year charts next to each 
other for easier comparison. 

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 privil9gi9, confidentiel et 
soumis a des droits d'auteur. II est interdit de l'utiliser ou 
de le divulguer sans autorisation. 

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

From: 
sent:· 
To: 
Cc: 

Safouh Soufi.[safouh@smsenergy-ehgimiering.com] 
March 30, .20111:36 PM 
'Smith, Elliot'; Susan Kennedy 

Subject: 
Michael Killeavy; Deborah Langelaan; JoAnne Butler 
RE: NRR Comparison -Confidential 

Elliot: 

The chart is based on .2015 NRR which is (assumed by OPA & TCE to be) the first year of operation for Cambridge. 
Therefore, NRRIF doesn't come into play. 

However, if we were comparing NPV's or anticipated out-of-market costs for the projects in question then NRRIF will 
weight in and I expect it to have a significant impact on the results. Of course, the results, WILL NOT be expressed in 
NRR terms but in $/MW. Also, it is important to keep in mind that SWGTA can no longer be used in that comparison due 
to the fact that it has a lower heat rate and higher capacity factor. But we will put it in the chart with a qualifier. 

I have asked Orlando Lameda to do what we call the "Ratepayer View" of the projects which is the out-of-market cost 
based on OPA evaluation model. We will add the results as a separate graph to the spreadsheet I circulated yesterday. 
would expect SWGTA and NYR to come below $1 Million/MW. The others will be much higher. 

Thanks, 
Safouh 

From: Smith, Elliot [mailto:ESmith@osler.com] 
Sent: March 30, 20111:08 PM 
To: Safouh Soufi; 'Susan Kennedy' 
Cc: 'Michael Killeavy'; 'Deborah Langelaan'; 'JoAnne Butler' 
Subject: RE: NRR Comparison - Confidential 

Safouh, 
Does the "TCE Offer- 20 Year" column take into account the NRRlF being at 50% instead of 20%? In terms 
of "normalizing" NRRs so they are on the same basis, it would probably make sense to add this back in. This 
must be worth something in the order of$1200/MW-month. 

Elliot 

From: Safouh Soufi [mailto:safouh@smsenergy-engineering.com] 
Sent: Tuesday, March 29, 2011 9:35 PM 
To: Smith, Elliot; 'Susan Kennedy' 
Cc: 'Michael Killeavy'; 'Deborah Langelaan'; 'JoAnne Butler' 
Subject: NRR Comparison - Confidential 

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

Susan and Elliot: 

Earlier today Micheal Killeavy has asked me to send the attached file to the OPA through you. If you have any 
questions please feel free to contact me at any time. 

JoAnne: the attached is more up-to-date than the one you have and have moved .20-year charts next to each 
other for easier comparison. 

Thanks, 
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Safouh 

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

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

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

From: 
Sent: 
To: 
Subject: 

Deborah Langelaan 
March 31, 2011 12:09 PM 
Michael Killeavy 
FW: TCE audit 

Attachments: TOR- Special Audit TCE- Final draft. doc 

Michael; 

Do you have any comments? 

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: Bonny Wong 
Sent: March 31, 201111:55 AM 
To: Deborah Langelaan 
Subject: TCE audit 

Hi Deborah, 

1 attach the final draft of TOR for your review. The Ministry of Finance have already updated our comments provided, 
including the timing of completion date in section E. I have rephrased some languages in terms of the delay receipts of 
information from TCE. 

Please let me know if I can finalize the TOR today. 

In the meantime, I would appreciate if you could follow up with TCE. 

Thanks and regards, 
Bonny Wong, CAl Manager, Accounting! Business Strategies and Solutions 
ONTARIO POWER AUTHORITY 
Direct Phone: {416) 969-64031 Main Pit one: (416) 967-74741 Fax: (416) 967-1947 
Email: bonnv.wonr:@powerauthority.on.ca 
Address: Suite 1600, 120Adelaide Street West, Toronto, Ontario MSH JTI 
Website: www.powerauthoritv.on.ca 

~ Please consider your environmental responsibility before printing this email.. 
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~Ontario 

[A] Background: 

Ontario Internal Audit Division 
Ontario Power Authority 

Special Audit of Sunk Costs Payable to TransCanad~ Energy Ltd. 
· . .. . . . . . March, 2011 

PRIVILEGED & CONFIDENTIAL- HIGH SENSITIVITY 

In October 2009, the OPA signed a contract with TransCanada_ Energy Ltd. (TCE) to 
design, build and operate a 900 megawatt gas-fired generating station in Oakville over a 
20-year term. ~ 

The contract was cancelled at the direction of the Ministr;;f'~ergy of Ontario during 
October 2010 and the OPA has agreed to reimburse TC~~~sunk costs associated with 
the development of the Oakville Generating Station. , • ' • ' As of February 28, 2011, TCE has provided the 9J~with 2 binders tfi1:!1J~clude supporting 
documentation for the development and imRlt'~tation costs incur~&as part of the 

U..Y/#~ -~~ 
project. The total amount being claimed by -:]1.~1f as sunk ~sts is approxnn~tely $37M as 
of February 28, 2011. These costs include 'est Gz:~st~ ich will conti~ to accrue 
overtime. ~~ 
These amounts have not been aud-~9k;d,?te and ha .~ot been validated as true "sunk 
c?sts" by the OPA. _A ver!fication ~~Jii~1f~~een r~q"]led t? be completed by the 

Fooaore Re•eo"e A"d'Ae~ ·~~ Fooaooe 

[8] Engagement O'ctrve~<:rrterra an~~pe 
Engagement Obje. J. ., . 
The audit objectives~'?to p.rg,v.la~<u.8.,&,rpana~ent with assurance that: 

'*~· ~-Q'q'ff.?,fJIW&?, ·-w. .. 
• Tb~~costs suBo;irtteg}l:ly TCE'tozoE@_gara by the OPA meet the defimtron of "sunk 
g~~-- "'«~ "'"'%1-P . . .. 

~
' · ostS%t~!&iestal:lllsned for the terms of th1s rev1ew) and are ehgrble for recovery 

14~TcE:w,, _., . . . . "C' The am~unf~jlmed<~CE were rncurred 1n relatron to the contracted Oakvrlle 
',@enera_tr~g StatJ$£. • . . 
• ~lJJJe ehgrble sun~ costs submitted for recovery by TCE Include adequate 

;&"8port·i.ng doc .. ntation to verify the accuracy and existence of amounts 

claiM'~~~ .dti,, 
''W~41 

Definition of "sunk~s,A cost that is incurred but not recoverable (in whole or in part). 
Not Recoverable, for 'tile purpose of this review, refers to the inability of TCE to recover any 
or all of the costs incurred in any present or future undertaking. 
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Ontario Internal Audit Division 
Ontario Power Authority 

Special Audit of Sunk Costs Payable to .TransCanada Energy Ltd. 
March, 2011 

PRIVILEGED & CONFIDENTIAL - HIGH SENSITIVITY 

Criteria 
The submitted costs: 

1. Meet the definition of "sunk cost"; 
2. Were incurred in relation to the planned Oakville Generating Station; 
3. Were reasonable in amount; and 
4. Were paid by TCE. 

Scope 
The scope of this review includes: 

• Review of the binders and supporting by TCE for 
recovery of sunk costs. 

• Review of any applicable 
correspondence, agreements, 

~tio•tinn terms, 
'fi"rli;nn the terms 

of the costs being claimed by TCE 
• Scope of sample testing (including confirmed 

with management prior to t.> .. tin<' 

• 

assume: 
o That the 
o That 
0 

Interest during 

[Page 4 of 6] 

job titles; 

information provided. It is 
incurred and related 

the labour costs, we 

project for stated number of hours and 

turn limit some planned audit procedures. For 
ln'\,,m,,nt charge rates are based on the midpoint salary for 

specific compensation of the individual assigned to 
preserve the confidentiality of individual salaries. 

amount quoted as a cost incurred is not necessarily the 
paid and cannot be traced to the actual payment 

is out of scope of this review. 
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Ontario Internal Audit Division 
Ontario Po~~r_Authority 

Special Audit of Sunk Costs Payable to TransC~nada_ .Energy Ltd. 
· • . . ·· · March, 2011 

PRIVILEGED & CONFIDEN'TIAL - HIGH SENSITIVITY 

[C] Engagement Approach, Methodology & Engagement Reporting 

Our engagement approach will include the following: 
• . Obtain summary and detailed spreadsheets (in suitable Excel format) from TCE via 

the OPA contact These spreadsheets will. include updated costs as at 
approximately end of March 2011. Subsequent. c~es by TCE to these 
spreadsheets will be tracked and reconciled by OPA. ~ 

• Aggregate the spreadsheet data into categories f!·-s Ia. bour- costs, invoices, 
employee expenses). I. ' 

• For each c~tego_ry, ~elect a ~ample _for re~i~.Zd reCJ\,&1. the co~responding 
documents (1.e., mv01ces, receipts, evidenc."payment) fr~~TCE v1a the OPA 
contact. Risk and sensitivity will be cq,~of1'red in selectin9'1ffi:~ samples For . ~/ ·-~- .. 
example, while employee expenses cpJ;!Stitute a very small pofttO'n of the total 

• • • 47/ffi?.W 4. .• ~ 
amount that TCE 1s cla1mmg, these exp~nses are ~~ery sens1t1ve nature and the 
sampling will be adjusted accordingly. ., ~ ··qp 

• Some audit procedures may require assista~~? OPA Management. 
• Review the sample data and·t~any findingl'fldiscussion with and follow-up by 

OPAManagement. ,, ' . 

''' .. ~~,~ p [D] Key Stakeholde~~Chen. t Contac~_A · '~. 
~ .-~-. 

• Michael Killeavy4.@~ector, col:act Management, Electricity Resources 
·"~ wm ·w.??· . . . • Deborah Lange!pan, Manage~J:'latural Ga~;jroJects, Electnc1ty Resources 

• Bonny Wong, MW''*'ger, Accb'tffll~- ~ 
"' ·. ''&~~-~~ 
~- .. W"_. ·F 

[E] AEngagemen~Timing'&i.Deiiverables I .,,_ . . 
Analys~g_f the: TCE provtq_~d spre~,$!J>heets of the summary and _detailed data wou!d begm 
upon ~neiffi-~e1pt ?Y FRASj;Jrom OPA. As a category sample 1s selected for review, ~he 
selection W!J1be discussed ,~•th the OPA contact along w1th a request for the corresponding 

t ~, d "t":w.t. (' . . . t 'd f t ) h h ca egory sam~.!f ocume)j1g 1on 1.e., mvo1ces, rece1p s, ev1 ence o paymen s t at t e 
OPA contact wlli!*'co. nve:Yi:tff$tcE. The prioritization will also be discussed with OPA. 

''"~£&./ 
·WJ!W/,V 

In the interest of ex/t(C!iency, all of the category sample documentation requests will be 
conveyed before undertaking the review of the received sample documentation for a given 
category. As well, FRAST will review a category sample after all of the requested sample 
documentation has been received for the particular category. Category sample review may 
trigger further requests for information/data. 
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Ontario Internal Audit Division 
1'):-: 

t?ontario 
Ontario Power Authority 

Special Audit of Sunk Costs Payable to TransCanada Energy Ltd. 
March, 2011 

PRIVILEGED & CONFIDENTIAL- HIGH SENSITIVITY 

At present fieldwork for the audit is expected to commence the first-week of April, provided 
the required information is received from TCE. The field work time will depend on how 
quickly TCE and the. OPA staff respond to our issues raised and our documentation 
requests. Information requests could include receipt of original documentation, where 
needed. For examples, a request of delays to date, in receipt of soft copies of the 
information pertaining to the two hardcopy binders was request~<fi,)')l March 21, 2011 af!G 
has still not been received from TCE in full. Provided this de~~h~ not typical, as a best . . ~~~r·· case scenano the fieldwork may be completed by the end of~~Jl· ,, 
Throughout the audit, FRAST will communicate with OP~faff arid[fuanagement to provide 

~ lj '%-'lk 
updates on a regular basis. Upon conclusion of !J:i;~pngagement,"'~.RAST will prepare a 
draft report outlining our findings for discussion witif[bPA managemeiff~t-an exit meeting. 

• • • -4{(:/J,:;j, ·:: ... q:,u:--
A f1n~l r~port Will be 1ssued o~e. week after J(J.,l1~1vlng comments from Oi?~_kTlanagement. 
SpecifiC lte~s t~at ~he report Will Include: c;;,f~ _.,;$,&- ~!w 

1. Audit Objectives 1~t:.· 4fflf/'" "' 
%'1'-";W%> Ji{'iXW 

2. Audit Approach · :{tiy~JY 
3. Audit results based on the audi~~Objectives aifCf?Approach. 

The draft and final reports 
Corporate/Commercial Law Group. 

'~Ar&~-~-- .... %~~}::/. 
wl}& Be~i,\i~l'l"ued t6%ff,pusan Kennedy, Director 

·-1~-~ ;,;:i:W'i:~"'1·, <·.:-U*:-,_ 
-~$t?; /;lfgti~r;:;_~:" ·-- '~:tp? 
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Aleksandar Kojic 

From: 
Sent: 
To: 
Cc: 
Subject: 

Bonny; 

Deborah Langelaan 
March 31,20111:41 PM 
Bonny Wong 
Michael Killeavy 
RE: TCE audit 

Michael and I have no further comments. 

With respect to the OPA's information requests, TCE has advised me that they are working on the balance of the 
requests but their main priority right now is working on a response to a proposal the OPA provided to them on Monday. 
Based on this I think it is overly optimistic to have Ted start working on the Audit next Monday. I will keep you posted. 

Deb 

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

From: Bonny Wong 
Sent: March 31, 201111:55 AM 
To: Deborah Langelaan 
Subject: TCE audit 

Hi Deborah, 

I attach the final draft of TOR for your review. The Ministry of Finance have already updated our comments provided, 
including the timing of completion date in section E. I have rephrased some languages in terms of the delay receipts of 
information from TCE. 

Please let me know if I can finalize the TOR today. 

In the meantime, I would appreciate if you could follow up with TCE. 

Thanks and regards, 

Bonny Wong, CAl Manager, Accounting! Business Strategies and Solutions 

ONTARIO POWER AUTHORITY 
Direct Phone: (416) 969-64031 Main Phone: (416) 967-74741 Fax: (416} 967-1947 
Email: honnv. wong@powerauihoritJt.on.ca 
Address: Suite 1600, 120 Adelaide Street West, Toronto, Ontario M5H ITJ 
Website: www.powerauthoritv.on.ca 

Jl Please consider your envUonmental responsibility before printing this email. 

1 
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Aleksandar Kojic 

From: 
Sent: 

Bonny Wong 
March31,20115:11 PM 

To: 
Cc: 

Michael Killeavy; Deborah Langelaan; Susan Kennedy 
Terry Gabriele 

Subject: Fw: Final TOR 
Attachments: FINAL Terms of Reference_2011_0PA Special Audit of Sunk Costs Payable to TransCanada 

Energy Ltd Mar 31.doc · 

Hi Michael, Deborah, Susan, 

I attach the terms of reference for the special audit of sunk costs payable to TCE for your information. Please let me 
know if you have any questions on this subject matter. 

Regards, 
Bonny Wong 

From: King, Richard (FIN) [mailto:Richard.King@ontario.ca] 
Sent: Thursday, March 31, 2011 04:46 PM 
To: Bonny Wong 
Cc: Speevak, Ted (FIN) <Ted.Speevak@ontario.ca> 
Subject: Final TOR 

Bonny Attached is the final TOR for the Special Audit of Sunk Costs Payable to TransCanada Energy Ltd. Could you 
please circulate to all the required individuals. 

Let me know if you need me to send a hardcopy. 

Thanks 
Richard 
Richard King, CGA 
Manager, Risk & Assurance Services (A) 
Finance & Revenue Audit Service Team 
Ontario Internal Audit Division 
Ministry of Finance 
Tel: 416-325-8488 
Fax: 416-325-5096 
richard.king@ontario.ca 

This Message, including any affachments, is intended only for the use ofthe individual(s) to which it is addressed and may contain information that 
is privileged/confidential. If you are not the intended recipient or have received this message in error please notify me immediately by reply e-mail 
and permanently delete this message including any affachments, without forwarding/reading it or making a copy. 
Thank You 

1 
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[A] Background: 

Ontario Internal Audit Division 
Ontario Po"Ver Authority 

Special Audit of Sunk Costs Payable to TransCanada Energy Ltd. 
March, 2011 

PRIVILEGED & CONFIDENTIAL- HIGH SENSITIVITY 

In October 2009, the OPA signed a contract with TransCanada Energy Ltd. (TCE) to 
design, build and operate a 900 megawatt gas-fired generating station in Oakville over a 
20-year term. · 

The contract was cancelled at the direction of the Ministry of Energy of Ontario during 
October 2010 and the OPA has agreed to reimburse TCE for its sunk costs associated with 
the development of the Oakville Generating Station. 

As of February 28, 2011, TCE has provided the OPA with 2 binders that include supporting 
documentation for the development and implementation costs incurred as part of the 
project. The total amount being claimed by TCE as sunk costs is approximately $37M as 
of February 28, 2011. These costs include interest costs, which will continue to accrue 
overtime. 

These amounts have. not been audited to date and have not been validated as true "sunk 
costs" by the OPA. A verification audit has been requested to be completed by the 
Finance Revenue Audit Service Team (FRAST) of the Ministry of Finance. 

[8] Engagement Objectives, Criteria and Scope 

Engagement Objective 
The audit objectives are to provide OPA management with assurance that: 

• The costs submitted by TCE to be paid by the OPA meet the definition of "s1.mk 
costs" (as established for the terms of this review) and are eligible for recovery 
byTCE. 

• The amounts claimed by TCE were incurred in relation to the contracted Oakville 
Generating Station. 

• The eligible sunk costs submitted for recovery by TCE include adequate 
supporting documentation to verify the accuracy and existence of amounts 
claimed. 

Definition of "sunk cost": A cost that is incurred but not recoverable (in whole or in part). 
Not Recoverable, for the purpose of this review, refers to the inability of TCE to recover any 
or all of the costs incurred in any present or future undertaking. 

[Page 3 of&] Serving: Ontario Power Authority 
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Ontario Internal Audit Division 
Ontario Power Authority 

Special Audit of Sunk Costs Payable to TransCanada Energy Ltd. 
March, 2011 

PRIVILEGED & CONFIDENTIAL- HIGH SENSITIVITY 

Criteria 
The submitted costs: 

1. Meet the definition of "sunk cost"; 
2. Were incurred in relation to the planned Oakville Generating Station; 
3. Were reasonable in amount; and 
4. Were paid by TCE. 

Scope 
The scope of this review includes: 

• Review of the binders and supporting documentation supplied by TCE for 
recovery of sunk costs. 

• Review of any applicable documentation (e.g. negotiation terms, 
correspondence, agreements, evidence of payment, etc.) surrounding the terms 
of the costs being claimed by TCE for background. 

• Scope of sample testing (including sample size) to be discussed and confirmed 
with management prior to sample testing. 

• Limitations of a review based on documentation alone: 
We are reliant on the integrity and accuracy of the information provided. It is 
assumed that documented costs were actually incurred and related 
documentation is accurate. For example, in reviewing the labour costs, we 
assume: 
o That the listed employees actual exist; 
o That those employees have the stated job titles; 
o That those employees worked on the project for stated number of hours and 

for the implied rate; and 
o That TCE paid the stated amount for the work. 

• Limitations in the data 
The data provided may in turn limit some planned audit procedures. For 
example, TCE's employment charge rates are based on the midpoint salary for 
the position, rather than the specific compensation of the individual assigned to 
the project. This is done to preserve the confidentiality of individual salaries. 
Consequently, the amount quoted as a cost incurred is not necessarily the 
amount that was actually paid and cannot be traced to the actual payment 
amount. 

Interest during construction is out of scope of this review. 
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.Ontario Internal Audit Division 
r'):-,. t > vr Ontario_ 

Ontario Power Authority 
Special Audit of Sunk Costs Payable to TransCanada E"t!!'rgy Ltd. 

. _ . _ March, 2011 
PRIVILEGED & CONFiDENTIAL - HIGH SENSiTIVITY 

[C) Engagement Approach, Methodology & Engagement Reporting 

Our engagement approach will include the following: 
• Obtain summary and detailed spreadsheets (in suitable Excel format) from TCE via 

the OPA contact. These spreadsheets will include updated costs as at 
approximately end of March 2011. Subsequent changes by TCE to these 
spreadsheets will be tracked and reconciled by OPA. 

• Aggregate the spreadsheet data into categories (such as labour costs, invoices, 
employee expenses). 

• For- each category, select a sample for review and request the corresponding 
documents (i.e., invoices, receipts, evidence of payment) frorri TCE via the OPA 
contact. Risk and sensitivity will be considered in selecting the samples. For 
example, while employee expenses constitute a very small portion of the total 
amount that TCE is claiming, these expenses are of a very sensitive nature and the 
sampling will be adjusted accordingly. 

• Some audit procedures may require assistance from OPA Management. 
• Review the sample data and note any findings for discussion with and follow-up by 

OPA Management. 

[D) Key Stakeholders & Client Contacts 

• Michael Killeavy, Director, Contract Management, Electricity Resources 
• Deborah Langelaan, Manager, Natural Gas Projects, Electricity Resources 
• Bonny Wong, Manager, Accounting 

[E) Engagement Timing & Deliverables 

Analysis of the TCE provided spreadsheets of the summary and detailed data would begin 
upon the receipt by FRAST from OPA. As a category sample is selected for review, the 
selection will be discussed with the OPA contact along with a request for the corresponding 
category sample documentation (i.e., invoices, receipts, evidence of payments) that the 
OPA contact will convey to TCE. The prioritization will also be discussed with OPA. 

In the interest of expediency, all of the category sample documentation requests will be 
conveyed before undertaking the review of the received sample documentation for a given 
category. As well, FRAST will review a category sample after all of the requested sample 
documentation has been received for the particular category. Category sample review may 
trigger further requests for information/data. 
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Ontario Internal Audit Division 
Ontario Power Authority 

Special Audit of Sunk Costs Payable to TransCanada Energy Ltd. 
March, 2011 

PRIVILEGED & CONFIDENTIAL- HIGH SENSITIVITY · 

At present fieldwork for the audit is expected to commence the first week of April, provided 
the required information is received from TCE. The field work time will depend on how 
quickly TCE and the OPA staff respond to our issues raised and our documentation 
requests. Information requests could include receipt of original documentation, where 
needed. For example, a request of soft copies of the information pertaining to the two 
hardcopy binders on March 21, 2011 has still not been received from TCE in full. Provided 
this delay is not typical, as a best case scenario the fieldwork may be completed by the end 
of April. 

Throughout the audit, FRAST will communicate with OPA staff and management to provide 
updates on a regular basis. Upon conclusion of the engagement, FRAST will prepare a 
draft report outlining our findings for discussion with OPA management at an exit meeting. 
A final report will be issued one week after receiving comments from OPA management. 
Specific items that the report will include: 

1. Audit Objectives 
.2. Audit Approach 
3. Audit results based on the audit's Objectives and Approach. 

The draft and final reports will be issued to Susan Kennedy, Director 
Corporate/Commercial Law Group. 

[F] Engagement Team 

• Richard King - Senior Audit Manager 
• Ted Speevak- Consultant 
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Aleksandar Kojic 

From: 
Sent:. 
To: 
Subject: 

Michael, 

Smith, Elliot [ESmith@osler.com] 
April1, 2011 4:07 PM 
Michael Killeavy; Sebastiimo,·Rocco 
Re: TCE Matter- Proposed Email Message Follow-up to Telephone Call With Alex Pourbaix 
ofTCE .... 

I got your voice message but I'm now in another meeting. I'll take a look at the proposed email below and get back to 
you with comments later this afternoon. 

Elliot 

From: Michael Killeavy [mailto:Michaei.Killeavy@powerauthority.on.ca] 
Sent: Friday, April 01, 2011 03:49 PM 
To: Susan Kennedy <Susan.Kennedy@powerauthority.on.ca>; Sebastiana, Rocco; Smith, Elliot 
Cc: Deborah Langelaan <Deborah.Langelaan@powerauthority.on.ca>; JoAnne Butler 
<joanne. butler@ powerauthority .on .ca > 
Subject: TCE Matter- Proposed Email Message Follow-up to Telephone Call With Alex Pourbaix of TCE .... 

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

Colin and Alex Pourbaix spoke on the telephone this morning. Colin has asked me to prepare a follow-up email 
addressing several points that Alex raised during the telephone call. My proposed email is below: 

•••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••• 

CONFIDENTIAL & WITHOUT PREJUDICE 

Alex, 

Thank you for taking the time to speak with me this morning. I wish to reiterate that the OPA proposal was made in 
good faith and we are sorry to learn from you that it is unacceptable to TCE. During the conversation you raised a 
number of matters to which I would like to respond directly. 

We have conducted our own analysis of the CAP EX for the peaking plant and we believe that the estimate that you are 
proposing is rather high. Your team has not been completely transparent with us about how you arrived at your CAPEX 
build up so we have undertaken some independent costing and referred to independent experts for their advice. All of 
these sources indicate to us that the CAP EX for a peaking plant like the one we are discussing ought to be around 
$750,000/MW, excluding gas and electrical interconnection costs. In order to bridge the divide between your team and 
our team we proposed a target costing mechanism, which would provide for the adjustment of the NRR up or down 
based on the actual CAP EX upon achieving Commercial Operation. We think that this is a reasonable way forward and 
provide both TCE and the OPA with an incentive to control CAPEX. 

With regard to the 500 MW contract capacity, I think it is important to point out that this is an average annual contract 
capacity. At a meeting held on 25 January 2011 where your team presented your CAP EX estimate to our team, TCE 
indicated a 540 MW ISO rating for the combustion turbines. We thought a 500 MW Contract Capacity on average was 
achievable. TCE is free to nominate seasonal capacities for the combustion turbines, and we would expect that the 
summer season contract capacity would be lower than the contract capacity in the winter season. There is an IESO 
requirement for 500 MW of capacity at 35 degree Celsius, and we recognize that this isn't likely achievable. We're 
happy to contact the IESO to see if this can be relaxed. 

1 



You also raised an issue with the computation of the net present value ("NPVI'il) of cash flows to TCE. We did this 
computation on an after-tax basis, and we did our modelling on the basis of an all-equity investment and only 
considered the cash flows generated by the proposed facility during the 25 year contract term. We took this approach 
because we did not want to impose a capital structure on you for the investment in the facility, any addition of debt to 
the capital structure will only serve to increase the NPV as your cost of capital decreases with increasing leverage. 

You raised a concern about the residual value of the OGS not being accounted for in the NPV analysis. This is actually 
consistent with the treatment of the OGS plant and its NRR. We maintain that the value of the plant at the end of the 
contract term is speculative .. The residual value ofthe OGS was not built into the NRR for the OGS. We see no reason 
whatsoever why we should crystallize this speculative value by building it into a certain cash flow stream from the NRR 
for the K-W plant. Our position is that, as with the OGS, the residual value of the K-W peaking facility is to TCE account. 
TCE can make of it what it wishes and value it as it wishes. We think that a plant with peaking capability affords the 
system with a great deal of flexibility, which will have real value in the future. 

It is hard for us to land on a NPV for the K-W plant without knowing how TCE values the residual value and what capital 
structure TCE proposes to use for the K-W plant, consequently our team stayed silent on any specific NPV for the K-W 
plant. 

1 believe that there is continued value in our two teams continuing to discuss the differences we have in the hope that 
we might successfully bridge the gaps and come to a settlement and wind up the OGS contract. 

Colin 

•••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••• 

I appreciate your comments on ths proposed response back. 

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 prsent courriel est privilgi, confidential et 
soumis des droits d'auteur. 11 est interdit de l'utiliser au 
de le divulguer sans autorisation. 

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

From: 
Sent: 
To: 
Subject: 

Smith, Elliot [ESmith@osler.com] 
April1, 2011 5:04 PM 
Michael Killeavy 
Re: TCE Matter- Proposed Email Message Follow-up to Telephone Call With Alex Pourbaix 
ofTCE .... 

Michael, I just spoke with Deb. We won't bother providing a mark-up this afternoon, but instead will wait until after our 
strategy call on Monday. 

Elliot 

From: Smith, Elliot 
Sent: Friday, April 01, 2011 04:07 PM 
To: 'Michaei.Killeavy@powerauthority.on.ca' <Michaei.Killeavy@powerauthority.on.ca>; Sebastiana, Rocco 
Subject: Re: TCE Matter- Proposed Email Message Follow-up to Telephone Call With Alex Pourbaix of TCE .... 

Michael, 
I got your voice message but I'm now in another meeting. I'll take a look at the proposed email below and get back to 
you with comments later this afternoon. 

Elliot 

From: Michael Killeavy [mailto:Michaei.Killeavy@powerauthority.on.ca] 
Sent: Friday, April 01, 2011 03:49 PM 
To: Susan Kennedy <Susan.Kennedy@powerauthority.on.ca>; Sebastiana, Rocco; Smith, Elliot 
Cc: Deborah Langelaan <Deborah.Langelaan@powerauthority.on.ca>; JoAnne Butler 
<joanne.butler@powerauthority.on.ca> 
Subject: TCE Matter - Proposed Email Message Follow-up to Telephone Call With Alex Pourbaix of TCE .... 

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

Colin and Alex Pourbaix spoke on the telephone this morning. Colin has asked me to prepare a follow-up email 
addressing several points that Alex raised during the telephone call. My proposed email is below: 

•••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••• 

CONFIDENTIAL & WITHOUT PREJUDICE 

Alex, 

Thank you for taking the time to speak with me this morning. I wish to reiterate that the OPA proposal was made in 
good faith and we are sorry to learn from you that it is unacceptable to TCE. During the conversation you raised a 
number of matters to which I would like to respond directly. 

We have conducted our own analysis of the CAP EX for the peaking plant and we believe that the estimate that you are 
proposing is rather high. Your team has not been completely transparent with us about how you arrived at your CAP EX 
build up so we have undertaken some independent costing and referred to independent experts for their advice. All of 
these sources indicate to us that the CAPEX for a peaking plant like the one we are discussing ought to be around 
$750,000/MW, excluding gas and electrical interconnection costs. In order to bridge the divide between your team and 
our team we proposed a target costing mechanism, which would provide for the adjustment of the NRR up or down 

1 



based on the actual CAP EX upon achieving Commercial Operation. We think that this is a reasonable way forward and 
provide both TCE and the OPA with an incentive to control CAPEX. 

With regard to the 500 MW contract capacity, I think it is important to point out that this is an average annual contract 
capacity. At a meeting held on 25 January 2011 where your team presented your CAP EX estimate to our team, TCE 
indicated a 540 MW ISO rating for the combustion turbines. We thought a 500 MW Contract Capacity on average was 
achievable. TCE is free to nominate seasonal capacities for the combustion turbines, and we would expect that the 
summer season contract capacity would be lower than the contract capacity in the winter season. There is an IESO 
requirement for 500 MW of capacity at 35 degree Celsius, and we recognize that this isn't likely achievable. We're 
happy to contact the IESO to see if this can be relaxed. 

You also raised an issue with the computation of the net present value ("NP\1111} of cash flows to TCE. We did this 
computation on an after-tax basis, and we did our modelling on the basis of an all-equity investment and only 
considered the cash flows generated by the proposed facility during the 25 year contract term. We took this approach 
because we did not want to impose a capital structure on you for the investment in the facility, any addition of debt to 
the capital structure will only serve to increase the NPV as your cost of capital decreases with increasing leverage. 

You raised a concern about the residual value of the OGS not being accounted for in the NPVanalysis. This is actually 
consistent with the treatment of the OGS plant and its NRR. We maintain that the value of the plant at the end of the 
contract term is speculative. The residual value of the OGS was not built into the NRR for the OGS. We see no reason 
whatsoever why we should crystallize this speculative value by building it into a certain cash flow stream from the NRR 
for the K-W plant. Our position is that, as with the OGS, the residual value of the K-W peaking facility is to TCE account. 
TCE can make of it what it wishes and value it as it wishes. We think that a plant with peaking capability affords the 
system with a great deal of flexibility, which will have real value in the future. 

It is hard for us to land on a NPV for the K-W plant without knowing how TCE values the residual value and what capital 
structure TCE proposes to use for the K-W plant, consequently our team stayed silent on any specific NPV for the K-W 
plant. 

I believe that there is continued value in our two teams continuing to discuss the differences we have in the hope that 
we might successfully bridge the gaps and come to a settlement and wind up the OGS contract. 

Colin 

•••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••••• 

I appreciate your comments on ths proposed response back. 

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} 
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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 prsent courriel est privilgi, confidentiel et 
soumis des droits d'auteur. II est interdit de l'utiliser ou 
de re divulguer sans autorisation. 

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

3 





Aleksandar Kojic 

From: JoAnne Butler 
Sent: April2, 2011 8:51 AM 
To: Michael Killeavy . 

Re: TCE Matter -proposed Email Message Follow-up to Telephone c·all With Alex Pourbaix Subject: 
ofTCE .... . . . 

- --- ··-·-
Sure, send it on ... and then take the rest of the weekend off!!! 

Hasta Junes ... 

JCB 

From: Michael Killeavy 
Sent: Saturday, April 0·2, 2011 08:21AM 
To: JoAnne Butler . 
Subject: Re: TCE Matter- Proposed Email Message Follow-up to Telephone Call With Alex Pourbaix of TCE .... 

I'm not sure. If they are insisting on a $SOOM CAP EX I don't think we've much more to discuss. Our 20-y equivalent NRR 
is ~$15,000/MW-mo. We can't go much over this without express authorization to do so. 

I did the presentation Friday- do you want to look it over this weekend? 

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

From: JoAnne Butler 
Sent: Saturday, April 02, 2011 07:37 AM 
To: Michael Killeavy 
Subject: Re: TCE Matter - Proposed Email Message Follow-up to Telephone Call With Alex Pourbaix of TCE .... 

Looks good to me! Let's see what the lawyers say ... 

So it's not over?? 

JCB 

From: Michael Killeavy 
Sent: Friday, April 01, 2011 03:49 PM 
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To: susan Kennedy; Sebastiana, Rocco <RSebastiano@osler.com>; Smith, Elliot <ESmith@osler.com> 
Cc: Deborah Langelaan; JoAnne Butler 
Subject: TCE Matter - Proposed Email Message Follow-up to Telephone Call With Alex Pourbaix of TCE .... 

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

Colin and Alex Pourbaix spoke on the telephone this morning. Colin has asked me to prepare a follow-up email 
addressing several points that Alex raised during the telephone call. My proposed email is below: 

························································~·································· 

CONFIDENTIAL & WITHOUT PREJUDICE 

Alex, 

Thank you for taking the time to speak with me this morning. I wish to reiterate that the OPA proposal was made in 
good faith and we are sorry to learn from you that it is unacceptable to TCE. During the conversation you raised a 
number of matters to which I would like to respond directly. 

We have conducted our own analysis of the CAP EX for the peaking plant and we believe that the estimate that you are 
proposing is rather high. Your team has not been completely transparent with us about how you arrived at your CAP EX 
build up so we have undertaken some independent costing and referred to independent experts for their advice. All of 
these sources indicate to us that the CAP EX for a peaking plant like the one we are discussing ought to be around 
$750,000/MW, excluding gas and electrical interconnection costs. In order to bridge the divide between your team and 
our team we proposed a target costing mechanism, which would provide for the adjustment of the NRR up or down 
based on the actual CAP EX upon achieving Commercial Operation. We think that this is a reasonable way forward and 
provide both TCE and the OPA with an incentive to control CAPEX. 

With regard to the 500 MW contract capacity, I think it is important to point out that this is an average annual contract 
capacity. At a meeting held on 25 January 2011 where your team presented your CAP EX estimate to our team, TCE 
indicated a 540 MW ISO rating for the combustion turbines. We thought a 500 MW Contract Capacity on average was 
achievable. TCE is free to nominate seasonal capacities for the combustion turbines, and we would expect that the 
summer season contract capacity would be lower than the contract capacity in the winter season. There is an IESO 
requirement for 500 MW of capacity at 35 degree Celsius, and we recognize that this isn't likely achievable. We're 
happy to contact the IESO to see if this can be relaxed. 

You also raised an issue with the computation of the net present value ("NPV") of cash flows to TCE. We did this 
computation on an after-tax basis, and we did our modelling on the basis of an all-equity investment and only · 
considered the cash flows generated by the proposed facility during the 25 year contract term. We took this approach 
because we did not want to impose a capital structure on you for the investment in the facility, any addition of debt to 
the capital structure will only serve to increase the NPV as your cost of capital decreases with increasing leverage. 

You raised a concern about the residual value ofthe OGS not being accounted for in the NPV analysis. This is actually 
consistent with the treatment of the OGS plant and its NRR. We maintain that the value of the plant at the end of the 
contract term is speculative. The residual value of the OGS was not built into the NRR for the OGS. We see no reason 
whatsoever why we should crystallize this speculative value by building it into a certain cash flow stream from the NRR 
for the K-W plant. Our position is that, as with the OGS, the residual value of the K-W peaking facility is to TCE account. 
TCE can make of it what it wishes and value it as it wishes. We think that a plant with peaking capability affords the 
system with a great deal of flexibility, which will have real value in the future. 

It is hard for us to land on a NPV for the K-W plant without knowing how TCE values the residual value and what capital 
structure TCE proposes to use for the K-W plant, consequently our team stayed silent on any specific NPV for the K-W 
plant. 
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I believe that there is continued value in our two teams continuing to discuss the differences we have in the hope that 
we might successfully bridge the gaps and come to a settlement and wind up the OGS contract. 

Colin 

................................................................ ~ ........................ . 
I appreciate your comments on ths proposed response back. 

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: 
Cc: 

Michael Killeavy 
April2, 201112:44 PM 
JoAnne Butler; Susan Kennedy 
Deborah Langelaan 

Subject: 
Attachments: 

RE: TCE Matter- Proposed 6 April 2011 BOD Presentation 
OGS_BOD_CM_20110406 v2.ppt 

Importance: High 

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

Attached is the proposed presentation. ·Deb's still reviewing it. I have sent a copy to Len 
Griffiths at BJ but he's not yet responded to my email. 

I have asked John Zych for time on 6 April, to which he was amenable. I also explained that 
the presentation would be late, but we'd try to get it to them in advance. 

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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Winding Up of the Oakville . 

Generating Station (OGS) Contract 

Board of Directors - For Information 

2ttf-'~ 

April6 2011 , . 

Privileged and Confidential - Prepared in Contemplation of Litigation · 



Summary 

• OPA has made a counter-proposal to the TCE proposal 
of 1 0 March 2011. 

• The salient features are: 

1. Net Revenue Requirement (NRR) of $12,500/MW-month; 

2. 25-year contract term; 

3. 500 MW Contract Capacity; 

4. · Payment for $37M in OGS Sunk Costs over the term; 

5. Separate payment for gas/electrical interconnections; 

6. Assistance on mitigating Planning Act approvals risk; 

2 Privileged and Confidential - Prepared in Contemplation of Litigation ON,-ARIO ,(i 
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Net Revenue Requirement 

• The OPA proposed NRR is based on a targeted capital cost 
expenditure (CAP EX) of $400 million and reasonable projected · 
operating expenditures (OPEX). This CAPE!( is based on an 
independent review by our technical expert as well as published . 
information on other similar generation facilities. 

• TCE has a much higher proposed CAPEX of $540 million. TCE 
could not satisfactorily explain why its CAP EX was so high .. · 

• TCE's $540 million CAPEX estimate translated into an NRR of 
$16,900/MW-month. This is slightly below the OGS NRR of 
$17,277/MW-month, which was roughly a $1 billion projected 
CAP EX. 

• The OPA believes that the TCE NRR is far too high for a plant that is 
much smaller in size, even when factoring in the anticipated 
financial value of the OGS 

3 Privileged and Confidential - Prepared in Contemplation of Litigation ONTAR,IOfJ 
POWERAUTHORITY Cf 



Net Revenue Requirement - Target Costing 

• In order to mitigate the CAP EX risk we proposed to TCE that we 
target cost the CAPEX, where the OPA and TCE would share 
equally on any CAP EX increases above or decreases below the 
target CAPEX (gain share/pain share). The final NRR would then be 
adjusted upwards or downwards depending on final shares based 
on the actual CAPEX. 

• A target cost mechanism with gain share/pain share provides both 
TCE and the OPA with an incentive to bring the project in below the 
target CAPEX. 

• The target costing approach is commonly used in the energy and 
infrastructure industries to provide an incentive to both sides to 
minimize CAP EX. We understand that TCE has used target costing 
itself and is consequently familiar with the concept. 

4 Privileged and Confidential - Prepared in Contemplation of Litigation ONTARIO !I. 
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Annual Payments Based on NRR 

6 

[NTD: Insert slide showing annual$ payments based on 
NRR and state assumptions I 
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Contract Term 

• OPA contracts typically have 20-year terms . 

• A longer term allows for CAP EX to be recovered over a 
longer period of time, which reduces the NRR. 

• TCE had asked for a 30 year term. This would set a 
precedent for gas-fired generation contracts for the· OPA. 

7 
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Contract Term 

• The OPA proposed a 25-year term. 

• In analyzing the TCE numbers it looked to us as ifTCE 
were actually using a 20-year time horizon for recovering 
its costs. 

• Portlands Energy Centre has an option for an additional 
five years on the 20-year term to make the contract have 
a 25-year term. 

8 
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Contract Capacity 

• The Long-term Energy Plan ("L TEP") indicates the need 
for a peaking generation facility in the Kitchener­
Waterloo-Cambridge area. 

• PSP has indicated that at least 450 MW of summer 
peaking capacity is required. 

• The OPA proposed an average 500 MW of Contract. 

9 

Capacity to provide additional system flexibility in the 
summer months and to reduce the NRR on per MW 
basis. 

Privileged and Confidential - Prepared in Contemplation of Litigation ONTARIO I 
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Contract Capacity 

• The 500 MW we proposed is an average annual 
Contract Capacity. 

• The nameplate capacity the GT units TCE proposes to 
use is 540 MW. 

• We have given TCE the flexibility to nominate seasonal 
Contract Capacities for the purposes of imputing 
revenue and performing capacity check tests. 

10 
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OGS Sunk Costs 

• TCE has claimed $37 million in OGS Sunk Costs. 

• The OPA has the Ministry of Finance auditing these 
costs. 

• We proposed to include the amount of OGS Sunk Costs 
in the NRR provided the costs were reasonable and 
substantiated. 

ON~. aR.'IO '.·· .. POWER .AUTHORITY .(.jl 



Interconnection Costs 

• The OPA proposed to pay for the gas and electrical 
interconnection costs on a cost-recovery basis. 

• This is done on some other OPA contracts. 

• Paying on a cost-recovery basis, i.e., a pass-through 
cost to the OPA is cheapest for the ratepayer since there 
is no opportunity to charge an additional risk premium on 
top of the actual cost. 

• The interconnection costs are estimated at about $100. 
million 

ONTARIO~ 
POWERAUTHORITY (11 



Approvals and Permitting Risk Mitigation 

• TCE had proposed to the OPA that it be protectedfrom 
all permitting and approvals risk. 

• This basically puts the OPA in the developer role, a role 
in which we are not comfortable. 

• As a compromise, we proposed to approach the. · 
government to have it provide a Planning Act approvals 
exemption, similar to what had been done for the York 
Energy centre project. ' · · 

o .. · NTA.· .... ·.R .. . 110.·· . f 
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Approvals and Permitting Risk Mitigation 

Risk Description Owner Mitigation Strategies 

Planning Act Approvals, e.g., Ministry of Municipal Affairs and Exempting regulation similar to that 
Interim Control By-Law, Official Plan Housing which was done for YEC using s. 
Amendment, Zoning By-Law 62.01 (1) of he Act. 
Amendment, etc. 

Development Charges Act charges Ministry of Municipal Affairs and There is no power to exempt a I 

levied Housing developer, but regulation can be passed 
to influence the factors used. [NTD: How 
else to mitigate?] 

Building Code Act Permits Ministry of Municipal Affairs and Exempting regulation can be enacted 
Housing under s. 34(19) of the Act. 

' . 

Environmental Assessment Act Ministry of the Environment Exempting regulation under Part IV of ' 

Environmental Screening Process the Act. 

Environmental Protection Act Ministry of the Environment Exempting regulation under s. 175.1 (a) 
Certificates of Approval of the Act and/or a regulation to issue a 

C of A under s. 175.1 (f) of the Act 
A 



Approvals and Permitting Risk Mitigation · 

Risk Description Owner ' Mitigation Strategies 

Ontario Water Resources Act Approvals Ministry of the Environment Exempting regulation. 

Ontario Energy Board Act Approvals, Ontario Energy Board Exempting regulation under s. 127(1)(f) of 
e.g., leave to construct for a gas line or an the Act can exempt a partyfrom limy . 
electricity transmission line provisions of the Act. 

Property Rights There is no express statutory authgrity to 
expropriate land for a generation facility. 
Section 8(4) of the Ministry of Government 
Services Act provides for expropriation for a 
government-related agency. A regulation 
under s. 20(d) of that same Act would be 
required to make the OPA a government-
related agency 

Municipal Act Ministry of Municipal Affairs and Section 451.1 (1) allows for a regulation to 
Municipal By-Laws e.g., PM2.5 enacted Housing/Ministry of the impose limits on municipal powers, however, 
pursuant to s. 10 an s. 11 of the Act. Environment the regulation is deemed to be revoked after 

18 months. Legislation mightpe requiredto . 
permanently override a municipal by-law. 

ONTARIO~. 
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TCE Response to OPA Counter-Proposal 

• TCE has indicated that it does not accept the OPA 
counter-proposal. 

• TCE believes that the financial offering by the OPA is too 
low and that there isn't sufficient compensation for it to 
recover its CAPEX and the anticipated financial value of 
the OGS contract. 

ONTARIO' 
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Aleksandar Kojic 

From: 
Sent: 
To: 

Michael Killeavy 
April 2, 2011 12:50 PM 
griffithsl@bennettjones.com 

Cc: Susan Kennedy; Deborah Langelaan 
Subject: 
Attachments: 

TCE Matter- BOD Presentation for 6 April 2011 ... 
OGS_BOD_CM_20110406 v2.ppt 

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

Len, 

Attached is a presentation that we have prepared to inform our Board of the ·ongoing 
discussions with TransCanada Energy about the cancellation of the Oakville GS. Towards the 
end of the presentation I have a few tables that set out the permitting and approvals risks. 
Could you please review the presentation with a view to advi~ing on whether the tables 
capture and explain how to mitigate the various risks? I will make my self available Monday 
to discuss this with you if you wish. 

Thank you, 
Michael 

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

Generating Station (OGS} Contract 

Board of Directors - For Information 
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Apri-16·, 2011 · 

Privileged and Confidential - Prepared in Contemplation of Litigation 



Summary 

• OPA has made a counter-proposal to the TCE proposal 
of 1 0 March 2011 . 

• The salient features are: 

1. Net Revenue Requirement (NRR) of $12,500/MW-month; 

2. 25-year contract term; 

3. 500 MW Contract Capacity; 

4. Payment for $37M in OGS Sunk Costs over the term; 

5. Separate payment for gas/electrical interconnections; 

6. Assistance on mitigating Planning Act approvals risk; 

2 Privileged and Confidential - Prepared in Contemplation of Litigation ONTARIOIJ 
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Net Revenue Requirement 

• The OPA proposed NRR is based on a targeted capital cost 
expenditure (CAP EX) of $400 million and reasonable projected 
operating expenditures (OPEX). This CAP EX is based on an . 
independent review by our technical expert as well as published . 
information on other similar generation facilities. 

• TCE has a much higher proposed CAPEX of $540 million. TCE 
could not satisfactorily explain why its CAP EX was so high. 

• TCE's $540 million CAPEX estimate translated into an NRR of 
$16,900/MW-month. This is slightly below the OGS NRR of ·. 
$17,277/MW-month, which was roughly a $1 billion projected 
CAP EX. 

• The OPA believes that the TCE NRR is far too high for a plant that is 
much smaller in size, even when factoring in the anticipated 

. financial value of the OGS 

3 Privileged and Confidential - Prepared in Contemplation of Litigation ,ON~ARIOf 
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Net Revenue Requirement - Target Costing 

• In order to mitigate the CAP EX risk we proposed to TCE that we 
target cost the CAPEX, where the OPA and TCE would share 
equally on any CAP EX increases above or decreases below the 
target CAPEX (gain share/pain share). The final NRR would then be 
adjusted upwards or downwards depending on final shares based 
on the actual CAP EX. 

• A target cost mechanism with gain share/pain share provides both. 
TCE and the OPA with an incentive to bring the project in below the 
target CAPEX. 

• The target costing approach is commonly used in the energy and 
infrastructure industries to provide an incentive to both sides to 
minimize CAP EX. We understand that TCE has used target costing 
itself and is consequently familiar with the concept. 
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Net Revenue Requirement 

NRR Comparison 
•Plant NRR 1!!1 Fixed GD&M-Portion • Connection-Adder 

20•000 I ***PRIVILIGED AND CONFIDENTIAL- PREPARED IN CONTEMPLATION OF LITIGATION*** I 

-

18,750 

17,500 

16,250 

15,000 

~ 13,750 .... 
0 12,500 
N 

0::: 11,250 
0::: 
~ 10,000 

8,750 

7,500 

6 250 
' 

- - - --1 

5,000 +---
TCE-Offer [20-Year] OPA-Counter [20-Year OPA-Counter [ZS~Year] · SWGTA [20-Year] NYR [20-Year] 

Eqv.] 
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Annual Payments Based on NRR 

6 

[NTD: Insert slide showing annual$ payments based on 
NRR and state assumptions I 
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Contract Term 

• OPA contracts typically have 20-year terms. 

• . A longer term allows for CAP EX to be recovered over a 
longer period of time, which reduces the NRR. 

• TCE had asked for a 30 year term. This would set a. 
precedent for gas-fired generation contracts for the OPA. 

7 
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Contract Term 

• The OPA proposed a 25-year term. 

• In analyzing the TCE numbers it looked to us as if TCE 
were actually using a 20-year time horizon for recovering 
its costs. 

• Portlands Energy Centre has an option for an additional 
five years on the 20-year term to make the contract have 
a 25-year term. 

8 
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Contract Capacity 

• The Long-term Energy Plan ("L TEP") indicates the need 
for a peaking generation facility in the Kitchener­
Waterloo-Cambridge area. 

• PSP has indicated that at least 450 MW of summer 
peaking capacity is required. 

• The OPA proposed an average 500 MW of Contract 
Capacity to provide additional system flexibility in the 
summer months and to reduce the NRR on per MW 
basis. 

9 
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Contract Capacity 

• The 500 MW we proposed is an average annual 
Contract Capacity. 

• The nameplate capacity the GT units TCE proposes to 
1

11 use is 540 MW. 
i 
i 

• We have given TCE the flexibility to nominate seasonal 
Contract Capacities for the purposes of imputing 
revenue and performing capacity check tests. 

10 
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OGS Sunk Costs 

• TCE has claimed $37 million in OGS Sunk Costs .. 

• The OPA has the Ministry of Finance auditing these 
costs. 

• We proposed to include the amount of OGS Sunk Costs 
in the NRR provided the costs were reasonable and 
substantiated. 

ONTARIO~.· 
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• The OPA proposed to pay for the gas and electrical 
interconnection costs on a cost-recovery basis. 

• This is done on some other OPA contracts. 

• Paying on a cost-recovery basis, i.e., a pass-through 
cost to the OPA is cheapest for the ratepayer since there 
is no opportunity to charge an additional risk premium on 
top of the actual cost. 

• The interconnection costs are estimated at about $1 00 
million 

~~t 



Approvals and Permitting Risk Mitigation 

• TCE had proposed to the OPA that it be protected from. 
all permitting and approvals risk. 

• This basically puts the OPA in the developer role, a role. 
in which we are not comfortable. 

• As a compromise, we proposed to approach the 
government to have it provide a Planning Act approvals 
exemption, similar to what had been done for the York 
Energy centre project. 
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Approvals and Permitting Risk Mitigation 

Risk Description Owner Mitigation Strategies 

Planning Act Approvals, e.g., Ministry of Municipal Affairs and Exempting regulation similar to that 
Interim Control By-Law, Official Plan Housing which was done for YEC using s. 
Amendment, Zoning By-Law 62.01(1) of he Act. 
Amendment, etc. 

Development Charges Act charges Ministry of Municipal Affairs and There is no power to exempt a 
levied Housing developer, but regulation can be passed 

to influence the factors used. [NTD: How 
else to mitigate?] 

Building Code Act Permits Ministry of Municipal Affairs and Exempting regulation can be enacted I 

Housing under s. 34(19) of the Act. 

Environmental Assessment Act Ministry of the Environment Exempting regulation under Part IV of 
Environmental Screening Process the Act. 

_I 

Environmental Protection Act Ministry of the Environment Exempting regulation under s. 175.1 (a) 
I 

Certificates of Approval of the Act and/or a regulation to issue a 
C of A under s. 175.1 (f) of the Act 

. ~ 
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Approvals and Permitting Risk Mitigation 

Risk Description Owner Mitigation Strategies 

Ontario Water Resources Act Approvals Ministry of the Environment Exempting regulation. 

I 
Ontario Energy Board Act Approvals, Ontario Energy Board Exempting regulation under s. 127(1)(f) of 
e.g., leave to construct for a gas line or an the Act can exempt a party from any · 

I electricity transmission line provisions of the Act. .· 

Property Rights There is no express statutory authority to 
expropriate land for a gen~ration facility .. 
Section 8(4) of the Ministry ofGovernment 
Services Act provides for expropriation for a 
government-related agency. A regulation 
under s. 20(d) of that same Act would be 
required to make the OPA a government- i 

related agency 

Municipal Act Ministry of Municipal Affairs and Section 451.1 (1) allows for a regulation to I 

Municipal By-Laws e.g., PM2.5 enacted Housing/Ministry of the impose limits on municipal powers, however, 
pursuant to s. 10 an s. 11 of the Act. Environment the regulation is deemed to be revoked after 1 

18 months. Legislation might be required to. 
permanently override a municipal by-law. · .·· 

-- - --· ' . --------- · _______ --· -- -- .~ 
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TCE Response to OPA Counter-Proposal 

• TCE has indicated that it does not accept the OPA 
counter -proposal. 

• TCE believes that the financial offering by the OPA is too 
low and that there isn't sufficient compensation for it to 
recover its CAPEX and the anticipated financial value of 
the OGS contract. 
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Next Steps 

• TBD 
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Aleksandar Kojic 

From: 
Sent: 
To: 

Michael Killeavy 
April 3, 2011 8:21 PM 
'Griffithsl@bennetljones.com' 

Subject: Re: TCE Matter- BOD Presentation for 6 Apri12011 ... 

Great! 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) 
Mithael.killeaw@powerauthoritv.on.ca 

From: Leonard Griffiths [mailto:GriffithsL@bennettiones.com] 
Sent: Sunday, April 03, 2011 08:13PM 
To: Michael Killeavy 
Subject: Re: TCE Matter- BOD Presentation for 6 April 2011 ... 

Sorry, just back in range- will open tomorrow and contact you. Len 
This message is sent from my blackberry, and thus may contain inadvertent typos. Len Griffiths 

From: Michael Killeavy [mailto:Michaei.Killeaw@powerauthoritv.on.ca] 
Sent: Saturday, April 02, 201110:50 AM 
To: Leonard Griffiths 
Cc: Susan Kennedy <Susan.Kennedy@powerauthoritv.on.ca>; Deborah Langelaan 
<Deborah.Langelaan@powerauthoritv.on.ca> 
Subject: TCE Matter - BOD Presentation for 6 April 2011 ... 

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

Len, 

Attached is a presentation that we have prepared to inform our Board of the ongoing discussions with TransCanada Energy about the 
cancellation of the Oakville GS. Towards the end of the presentation I have a few tables that set out the permitting and approvals 
risks. Could you please review the presentation with a view to advising on whether the tables capture and explain how to mitigate the 
various risks? I will make my self available Monday to discuss this with you if you wish. 

Thank you, 
Michael 

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

The contents of this message may contain confidential and/or privileged 
subject matter. If this message has been received in error, please contact 
the sender and delete all copies. Like other forms of communication, 
e-mail communications may be vulnerable to interception by unauthorized 
parties. If you do not wish us to communicate with you by e-mail, please 
notify us at your earliest convenience. In the absence of such 
notification, your consent is assumed. Should you choose to allow us to 
communicate by e-mail, we will not take any additional security measures 
(such as encryption) unless specifically requested. 
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Aleksandar Kojic 

From: 
Sent: 

Smith, Elliot [ESmith@osl.er.com] 
April4, 2011 3:13PM 

To: Michael Killeavy 
Cc: Deborah Langelaan; Sebastiane, Rocco 
Subject: · RE: TCE Matter- Email Response to Alex Pourbaix ... 

I do have comments. 
this afternoon. 

I'm going to do a mark-up right now and will get it back to you later 

-----Original Message-----
From: Michael Killeavy [mailto:Michael.Killeavy@powerauthority.on.ca] 
Sent: Monday~ April 04, 2011 2:46 PM 
To: Smith, Elliot 
Cc: Deborah Langelaan 
Subject: TCE Matter- Email Response to Alex Pourbaix •.. 

*** Privileged and Confidential - Prepared in Contemplation of Litigation *** 

Colin wants to send the email. Can you suggest any edits? 

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. 

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

1 





Aleksandar Kojic 

From: 
Sent: 

Smith, Elliot [ESmith@osler.com] 
April4, 2011 4:20 PM 

To: Michael Killeavy 
Cc: Deborah Langelaan; Sebastiane, Rocco 
Subject: RE: TCE Matter- Email Response to Alex Pourbaix ... 
Attachments: #20380047v2_LEGAL_1_- Draft email to A. Pourbaix (Osler Draft). doc; blackline.pdf 

Michael, 
Further to your request, please find attached a blackline showing our proposed revisions. If 
you have any questions about any of the changes, please let us know. 

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: Michael Killeavy [mailto:Michael.Killeavy@powerauthority.on.ca] 
Sent: Monday, April 04, 2011 2:46 PM 
To: Smith, Elliot 
Cc: Deborah Langelaan 
Subject: TCE Matter- Email Response to Alex Pourbaix ... 

*** Privileged and Confidential - Prepared in Contemplation of Litigation *** 

Colin wants to send the email. Can you suggest any edits? 

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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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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PRIVILEGED, CONFIDENTIAL AND WITHOUT PREJUDICE 

Alex, 

Thank you for taking the time to speak with me last Friday. I wish to reiterate that the OPA 
proposal was made in good faith and we are sorry to learn from you that it is unacceptable to 
TCE. During tlie conversation you raised a number of matters to which I would like to respond 
directly. 

With regard to the 500 MW contract capacity, I think it is important to point out that this is an 
annual average contract capacity. At a meeting held on 25 January 2011 where your team 
presented your CAP EX estimate ·to our team, TCE indicated a 540 MW ISO rating for the 
combustion turbines. We thought a 500 MW annual average contract capacity was achievable. 
We invited TCE to nominate seasonal capacities for the combustion turbines, and we would 
expect that the summer season contract capacity would be lower than the contract capacity in the 
winter season. There is an IESO requirement for 500 MW of capacity at 35 degrees Celsius, and 
we recognize that this may not be achievable using the current turbines. We are happy to contact 
the IESO to understand how much flexibility there is on this requirement. 

You also raised an issue with the computation of the net present value (NPV) of cash flows to 
TCE. We did this computation on an after-tax basis, and we did our modelling on the basis of an 
all-equity investment and only considered the cash flows generated by the proposed facility 
during the 25 year contract term. We took this approach because we did not want to impose or 
assiune a capital structure on TCE for the investment in the facility. Any addition of debt to the 
capital structure will only serve to increase the NPV as we would expect the cost of capital to 
decrease with increasing leverage. 

You raised a concern about the residual value of the OGS not being accounted for in the NPV 
analysis. We worked with our advisors to determine the appropriate NPV of the OGS contract, 
taking into account the applicable risks and appropriate discount rates and built this into the NRR 
in our proposal. As with OGS, the residual value of the K-W peaking facility would be to TCE's 
account. We think that a plant with peaking capability affords the system with a great deal of 
flexibility, which will continue to have real value in the future. 

It is impossible for us to specify TCE's NPV for the K-W plant without knowing how TCE 
values the residual value and what capital structure TCE proposes to use for the K-W plant, 
consequently our team stayed silent on any specific NPV for the K-W plant. 

I believe that there is continued value in our two teams continuing to discuss the differences we 
have in the hope that we might successfully bridge the gaps and resolve the issues between us. 

Sincerely, 

Colin 

LEGAL_1:20380047.2 
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PRIVILEGED• CONFIDENTIAL AND WITHOUT PREJUDICE 

Alex, 

Thank you for taking the time to speak with me this memiaglast Friday. I wish to reiterate that the 
OPA proposal was made in good faith and we are sorry to learn from you that it is unacceptable to 
TCE. During the conversation you raised a number of matters to which I would like to respond 
directly. 

We ha,ve eenffileteEI sur evm analysis sf the C!t¥BX fer the Jleaking Jllant ana we believe that the 
estimate that yeu are JlFSJlSSiHg is rather high. YellF team has net been eemflletely transflarea{w-itll. 
us abeet hew yoe arrived at yeer CAPilX bei!El ell so we h1we ellaertakea some illa6fleHEiellt 
eosting ana refefl·eEI te iaEieflellEiellt eJtjlerts fer their aE!viee. All ofthese seeress iRElieate toes that 
the CAPilX fer a !leaking fllant like the Olle we are Eliseessiag oegflt te be aroUHa $75Q,QQQ,IMW, 
eJteJeaffig gas ana eJeetrieaJ iaterSSflfteetieH eests. Hl Sfa6f te briage the aiviee betWeeH yeer team 
ana eer team we flFSflsses a target eestiRg meehanism, ·.vilieh wee!EI fll"S'fiae fer the asjestmellt sf 
the "NRR ell or Elevm eases en the aemal C.'\J'BX HflSH aeilieving Commereial OJleratiea. We 
thiHk that this is a reaseaable way ferwarEI ana flrovise both TCE ana the OP!. with an iHeelltive to 
SOilti'OJ C.\PilX. 

With regard to the 500 MW contract capacity, I think it is important to point out that this is an 
annual average aHHual contract capacity. At a meeting held on 25 January 2011 where your team 
presented your CAPEX estimate to our team, TCE indicated a 540 MW ISO rating for the 
combustion turbines. We thought a 500 MW Contrast C(lflaeity oRanhual average contract 
capacitv was achievable. We invited TCE is free to nominate seasonal capacities for the 
combustion turbines, and we would expect that the summer season contract capacity would be 
lower than the contract capacity in the winter season. There is an IESO requirement for 500 MW 
of capacity at 35 degree~ Celsius, and we recognize that this isn't Iikel3'may not be achievable 
using the current turbines. We'-re are happy to contact the IESO to see if t;his ean ee 
re!aJtesunderstand how much flexibilitv there is on this reauirement. 

You also raised an issue with the computation of the net present value ('-'NPV") of cash flows to 
TCE. We did this computation on an·after-tax basis, and we did our modelling on the basis of an 
all-equity investment and only considered the cash flows generated by the proposed facility during 
the 25 year contract term. We took this approach because we did not want to impose or assume a 
capital structure on yooTCE for the investment in the facility,~ aAny addition of debt to the capital 
structure will only serve to increase the NPV as )'SllfWe would expect the cost of capital 
Eleereasesto decrease with increasing leverage. 

You raised a concern about the residual value of the OGS not being accounted for in the NPV 
analysis. This is aetually eoasistellt witll. the treatm6Ht of tll.e OGS fllant anEI its }!RR. We 
mailltaill that the vales of the jl!ant at t;he ens ef the eolltraet teFFH is SJleealative. The resiseal 
valee of the OGS was not built iHte t;he }IRR for the OGS. We see llO reasoa wilatseever why we 
sheels erystalli>!e this SJleealatiw valee by beilsiag it illto a eertain. eash flow stream fi·om the 
}IRR fer the K W fllant. OllF flOSitiell is that, as with t;he We worked with our advisors to determine 
the appropriate NPV of the OGS contract. taking into account the applicable risks and appropriate 
·discount rates and built this into the NRR in our proposal. As with OGS, the residual value of the 
K-W peaking facilityffiwould be to ICE's account. TCE ean make sf it v.ilat it wishes ana valee 
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it as it vtisl!es. We think that a plant with peaking capability affords the system with a great deal of 
flexibility, which will continue to have real value in the future. 

It is l!affiimpossible for us to laaa ea aspecitv TCE' s NPV for the K-W plant without knowing how 
TCE values the residual value and what capital structure TCE proposes to use for the K-W plant, 
consequently our team stayed silent on any specific NPV for the K-W plant. 

I believe that there is continued value in our two teams continuing to discuss the differences we 
have in the hope that we might successfully bridge the gaps and eeme te a settlemeat aaa wiaa HJ3 
tl!e OGS eeatraetresolve the issues between us. 

SincerelY. 

Colin 



Aleksandar Kojic 

From: 
sent: 
To: 

Michael Killeavy 
April4, 2011 4:28 PM 
Colin Andersen; Brett Baker 

Cc: 
Subject: 

JoAnne Butler; Deborah Langelaan; Ronak Mozayyan; Kristin Jenkins 
TCE Matter- Proposed Email Response to Alex Pourbaix .... 

Attachments: Draft email to A Pourbaix 4 Apr 2011.doc 

Importance: -High 

***PRIVILEGED AND CONFIDENTIAL- PREPARED IN CONTEMPlATION OF liTIGATION*** 

Attached is the email which has counsel's comments included. I took a stab at-a last paragraph to allow TCE to respond 

back with something. 

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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PRIVILEGED, CONFIDENTIAL AND WITHOUT PREJUDICE 

Alex, 

Thank you for taking the time to speak with me last Friday. I wish to reiterate that the OPA 
proposal was made in good faith and we are sorry to learn from you that it is unacceptable to 
TCE. During the conversation you raised a number of matters to which I would like to respond 
directly. 

With regard to the 500 MW contract capacity, I think it is important to point out that this is an 
annual average contract capacity. At a meeting held on 25 January 2011 where your team 
presented your CAPEX estimate to our team, TCE indicated a 540 MW ISO rating for the 
combustion turbines. We thought a 500 MW annual average contract capacity was achievable. 
We invited TCE to nominate seasonal capacities for the combustion turbines, and we would 
expect that the summer season contract capacity would be lower t)lan the contract capacity in the 
winter season. There is an IESO requirement for 500 MW of capacity at 35 degrees Celsius, and 
we recognize that this may not be achievable using the current turbines. We are happy to contact 
the IESO to understand how much flexibility there is on this requirement. 

You also raised an issue with the computation of the net present value (NPV) of cash flows to 
TCE. We did this computation on an after-tax basis, and we did our modelling on the basis of an 
all-equity investment and only considered the cash flows generated by the proposed facility 
during the 25 year contract term. We took this approach because we did not want to impose or 
assume a capital structure on TCE for the investment in the facility. Any addition of debt to the 
capital structure will only serve to increase the NPV as we would expect the cost of capital to 
decrease with increasing leverage. 

You raised a concern about the residual value of the OGS not being accounted for in the NPV 
analysis. We worked with our advisors to determine the appropriate NPV of the OGS contract, 
taking into account the applicable risks and appropriate discount rates and built this into the NRR 
in our proposal. As with OGS, the residual value of the K-W peaking facility would be to TCE's 
account. We think that a plant with peaking capability affords the system with a great deal of 
flexibility, which will continue to have real value in the future. 

It is impossible for us to specify TCE's NPV for the K-W plant without knowing how TCE 
values the residual value and what capital structure TCE proposes to use for the K-W plant, 
consequently our team stayed silent on any specific NPV for the K-W plant. 

I believe that there is continued value in our two teams continuing to discuss the differences we 
have in the hope that we might successfully bridge the gaps and resolve the issues between us. 
To this end, it might be helpful if your team could tell us the aspects of our proposal that are 
giving you the most trouble. 

Sincerely, 

Colin 

LEGAL_I:20380047.2 





Aleksandar Kojic 

From: 
Sent: 
To: 

Michael Killeavy 
April 4, 2011 4:53 PM 
'ESmith@osler.com' 

Cc: Deborah Langelaan; 'RSebastiano@osler.com'· 
Subject: Re: TCE Matter- Email Response to Alex Pourbaix ... 

Thanks. I've forwarded the revised draft to Colin .. 

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: Smith, Elliot [mailto:ESmith@osler.com] 
Sent: Monday, April 04, 2011 04:19 PM 
To: Michael Killeavy 
Cc: Deborah Langelaan; Sebastiano, Rocco <RSebastiano@osler.com> 
Subject: RE: TCE Matter- Email Response to Alex Pourbaix ... 

Michael, 
Further to your request, please find attached a blackline showing our proposed revisions. If 
you have any questions about any of the changes, please let us know. 

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: Michael Killeavy [mailto:Michael.Killeavy@powerauthority.on.ca] 
Sent: Monday, April 04, 2011 2:46 PM 
To: Smith, Elliot 
Cc: Deborah Langelaan 
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Subject: TCE Matter- Email Response to Alex Pourbaix ••. 

*** Privileged and Confidential - Prepared in Contemplation of Litigation *** 

Colin wants to send the email. Can you suggest any edits? 

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

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

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 

Colin Andersen 
April4, 2011 6:51 PM 

From:. 
Sent:. 
To: 
Cc: 

JoAnne Butler; Michael Killeavy; Deborah Langelaan 
Brett Baker 

Subject: as sent 

Minor tweaks to first and last para 

Colin Andersen 
Chief Executive Officer 

Ontario Power Authority 
120 Adelaide Street West, Suite 1600 
Toronto, Ontario M5H 1T1 
T. 416 969 6399 
F. 416 969 6380 
colin.andersen@powerauthority.on.ca 
www.powerauthority.on.ca 

Please consider your environmental responsibility before printing this email 

From: Colin Andersen 
Sent: Monday, April 04, 2011 6:50 PM 
To: Alex Pourbaix (alex pourbaix@transcanada.com) 
Subject: 

PRIVILEGED, CONFIDENTIAL AND WITHOUT PREJUDICE 

Alex, 

Thank you for taking the time to speak with me last Friday. I wish to reiterate that the OPA proposal was made 
in good faith and we are sorry to learn from you that it is unacceptable to TCE. During the conversation you 
raised a number of matters to which I said I would get back to you about today and would like to respond to 
directly. 

With regard to the 500 MW contract capacity, I think it is important to point out that this is an annual average 
contract capacity. At a meeting held on 25 January 2011 where your team presented your CAPEX estimate to 
our team, TCE indicated a 540 MW ISO rating for the combustion turbines. We thought a 500 MW annual 
average contract capacity was achievable. We invited TCE to nominate seasonal capacities for the combustion 
turbines, and we would expect that the summer season contract capacity would be lower than the contract 
capacity in the winter season. There is an IESO requirement for 500 MW of capacity at 35 degrees Celsius, 
and we recognize that this may not be achievable using the current turbines. We are happy to contact the IESO 
to understand how much flexibility there is on this requirement. 

You also raised an issue with the computation of the net present value (NPV) of cash flows to TCE. We did 
this computation on an after-tax basis, and we did our modelling on the basis of an all-equity investment and 
only considered the cash flows generated by the proposed facility during the 25 year contract term. We took 
this approach because we did not want to impose or assume a capital structure on TCE for the investment in the 
facility. Any addition of debt to the capital structure will only serve to increase the NPV as we would expect the 
cost of capital to decrease with increasing leverage. 

You raised a concern about the residual value of the OGS not being accounted for in the NPV analysis. We 
worked with our advisors to determine the appropriate NPV of the OGS contract, taking into account the 
applicable risks and appropriate discount rates and built this into the NRR in our proposal. As with OGS, the 

1 



residual value of the K-W peaking facility would be to TCE's account. We think that a plant with peaking 
capability affords the system with a great deal of flexibility, which will continue to have real value in the future. 

It is impossible for us to specify TCE's NPV for the K-W plant without knowing how TCE values the residual 
value and what capital structure TCE proposes to use for the K-W plant, consequently our team stayed silent on 
any specific NPV for the K-W plant. 

I believe that there is continued value in our two teams continuing to discuss the differences we have in the 
hope that we might successfully bridge the gaps and resolve the issues between us. To this end, it might be 
helpful if your team could tell us the aspects of our proposal that are giving you the most trouble. 

Happy to chat further, 

Colin 

Colin Andersen 
Chief Executive Officer 

Ontario Power Authority 
120 Adelaide Street West, Suite 1600 
Toronto, Ontario MSH 1T1 
T. 416 969 6399 
F. 416 969 6380 
colin.andersen@powerauthority.on.ca 
www.powerauthority.on.ca 

Please consider your environmental responsibility before printing this email 
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Aleksandar Kojic 

From: Michael Killeavy 
Sent: April 5, 2011 1:08 PM 
To: 
Attachments: 

Manuela Moellenkamp 
OGS_BOD_CM_20110406 v4.ppt 

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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Winding Up of the Oakville 

Generating Station (OGS) Contract 

Board of Directors - For Information 

2!l~S't 

April 6, 2011 

Privileged and Confidential - Prepared in Contemplation of Litigation 



Summary 

• OPA has made a counter-proposal to the TCE proposal 
of 1 0 March 2011 . 

• Colin and Alex Pourbaix of TCE spoke on the telephone 
on 1 April. TCE rejected the OPA counter-proposal. 

• Colin sent Alex a follow up email asking for TCE to 
specifically describe the issues it has with the OPA 
counter-proposal. 

• We will wait for specific feedback from TCE. 

2 Privileged and Confidential - Prepared in Contemplation of Litigation ONTARIO;' 
POWERAUTHORITY l! 
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OPA Counter-Proposal 

TCE Proposal 

NRR 
Net Revenue Requirement 

16,900 MW/Month 

Financing Assumptions Unknown 

Contract Term 20 Years 

Contract Capacity 450MW 

Sunk Cost Treatment Cut cheque for $37mm 

Gas/Electrical Interconnections I We Pay 

Capital Expenditures 

Operational Expenditures 

Other 

540mm 

No Visibility 

Assistance/Protection from mitigating 
Planning Act approvals risk 

OPA Counter-Proposal 

12,500 MW/Month 

Assumed 7.5% Cost of Equity, all 
equity project. 

25 Years 

500MW 

Comments· 

NRR covers capital costs, financing working. c;:~pitali returns, fixed 
monthly payment over life of contract. ~nergy:·p~id:~:)n a demand 
dispatch basis, this plant· will operate under"10%:.of.the time. 

TCE can finance/leverage how they rush ~~~e·r:.t~'":iil.crease· NPV 
of project. 

Portland E~e~gy Centre has option for additional five. years '?" 
the 20-year term. · 

LTEP indicates need for peaking generation::in .. RV\fCG; need at 
least 450 MW of summer peaking capacity, average .of 500 MW 
provides additional system flexibility and reduces NRR on per 
MWbasis; 

Amortize over 25 years- no returns J $37mm currently being audited by Ministry of Finance for 
substantiation and reasonableness. 

We Pay - precedent set at Portlands 

400mm 

Reasonable 

We could approach Government to 
provide Planning Act approvals 
exemption. 

Precedent- Portlands Energy Centre. Paid on a cost recovery 
basis, i.e. no opportunity to charge-an additional risk premium on 
top of active costs. TCE estimate is $1 OOmm, ± 20%. 

Our CAPEX based on independent review by our Technical 
Expert and published information on othe( similar generation 
facilities; had proposed a target cost on. any CAPEX increase. 

TCE has given us limited insights into their operating expenses. 

Precedent- NYR Peaker. 

ONTAJRIO·. 
Privileged and Confidential - Prepared in Contemplation of Litigation ~ POWERAUTHQRITY .. ~. 
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Net Revenue Requirement 

NRR Comparison 
•Plant NRR ~Fixed GD&M-Portion •Connection-Adder 

20·000 I ·~PRIVILIGED AND CONFIDENTIAL- PREPARED IN CONTEMPLATION OF LITIGATION*" . I 

-

18,750 

17,500 

16,250 

15,000 

~ 13,750 .... 
~ 12,500 

~ 11,250 

~10,000 

8,750 

7,500 

6,250 

5,000 +--
SWGTA [20-Year] NYR [20-Year] TCE-Cffer [20-Year] CPA-Counter [20-Year CPA-Counter [25-Year] 

Eqv.] 

4 Privileged and Confidential - Prepared in Contemplation of Litigation ONTARIO~ 
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Annual Payments Based on NRR 

5 

[NTD: Insert slide showing annual$ payments based on 
NRR and state assumptionsl 

Privileged and Confidential - Prepared in Contemplation of Litigation ONTARIO' 
POWER AUTHORITY .lf 



Approvals and Permitting Risk Mitigation 

Risk Description Owner Mitigation Strategies 

Planning Act Approvals, e.g., Ministry of Municipal Affairs and Exempting regulation similar to that 
Interim Control By-Law, Official Plan Housing which was done for YEC using s. 
Amendment, Zoning By-Law 62.01(1) of he Act. 

I 
Amendment, etc. 

Development Charges Act charges Ministry of Municipal Affairs and There is no power to exempt a 
levied Housing developer, but regulation can be passed 

to influence the factors used. [NTD: How 
else to mitigate?] 

Building Code Act Permits Ministry of Municipal Affairs and Exempting regulation can be enacted 
Housing under s. 34(19) of the Act. 

Environmental Assessment Act Ministry of the Environment Exempting regulation under Part IV of 
Environmental Screening Process the Act. 

Environmental Protection Act Ministry of the Environment Exempting regulation under s. 175.1 (a) 
Certificates of Approval of the Act and/or a regulation to issue a 

C of A under s. 175.1(f) of the Act 

• 



Approvals and Permitting Risk Mitigation 

Risk Description Owner Mitigation Strategies I 

Ontario Water Resources Act Approvals Ministry of the Environment Exempting regulation. 

Ontario Energy Board Act Approvals, Ontario Energy Board Exempting regulation under s. 127(1)(f) of 
e.g., leave to construct for a gas line or an the Act can exempt a party from any 
electricity transmission line provisions of the Act. 

Property Rights There is no express statutory authority to 
expropriate land for a generation facility. 
Section 8(4) of the Ministry of Government 
$ervices Act provides for expropriation for a 
government-related agency. A regulation 
under s. 20(d) of that same Act would be 
required to make the OPA a governmen,t-
related agency 

Municipal Act Ministry of Municipal Affairs and Section 451.1 (1) allows for a regulation to 
Municipal By-Laws e.g., PM2.5 enacted Housing/Ministry of the impose limits on municipal powers, ·however, 
pursuant to s. 1 0 an s. 11 of the Act. Environment the regulation is deemed to be revoked after 

18 months. Legislation might be required to 
permanently override a municipal by-law. 

7 Privileged and Confidential - Prepared in Contemplation of Litigation ONY.AR,IO ,f 
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Aleksandar Kojic 

From: 
Sent: 

Michael Killeavy 
AprilS, 2011 1:10PM 

To: 
Subject: 

Deborah Langelaan; Ronak Mozayyan 
TCE Matter- OPA Financial Model ... 

Attachments: OPA Counter-Proposal NRR Model 1 Apr 2011 COUNTER-PROPOSAL v7.xls 

Attached is version 7 of the model-1 provided for index and non-index GD&M services. This was the model used to 
prepare the counter-proposal financial offering. 

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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Target Costing Allocation of Actual CAPEX 

Target CAP EX= 

CAP EX Sharing: 

FINAL CAPEX = 

Overrun (Underrun) = 

OPAShare 

TCE Share 

Adjusted CAPEX = 

Initial NRR 

Final NRR 

ADJUSTED CAP EX 

$337,500,000 

$350,000,000 

$362,500,000 

$375,000,000 

$387,500,000 

$400,000,000 

$412,500,000 

$425,000,000 

$437,500,000 

OPA 

TCE 

$338 

$350 

$363 

$375 

$388 

$400 

$413 

$425 

$438 

$400,000,000 

Overrun 

50% 

50% 

$3JS,OOO,O!JO 
($25,000,000) 

($12,500,000) 
($12,500,000) 

Underrun 

50% 

50% 

.. ~~~z,~()(J,fi()Q_ Target CAP EX+ OPA Share 

$12,089 

. si2,7ss 

m= 

b= 

FINAL NRR 

$11,554 

$11,795 

$12,037 

$12,278 

$12,860 

$13,472 

$13,790 

$14,099 

$14,409 

3.07093E-05 

1021.688889 

FITTED LINE 

$11,386 

$11,770 

$12,154 

$12,538 

$12,922 

$13,305 

$13,689 

$14,073 

$14,457 

$2,000 rl _________________________ _ 

$0 ~~~~~-----.----~ 
$338 $350 $363 $375 $388 $400 $413 $425 $438 
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OGS Sunk Cost Analysis 

OGS Sunk Costs 

TCE Borrowing Cost 

After-tax Cost of Borrowing 

Contract Term 

Amortization of OGS Sunk Costs 

NRR Sunk Cost Adder 

$37,000,000 

5.68% Based on Average YTM of LT Debt 

4.26% 

25 years 

$2,433,974 /year 

$406 allocation per MW-month 

$247 
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Aleksandar Kojic 

From: 
Sent: 
To: 

Michael Killeavy 
April 5, 2011 3:01 PM 
John Zych 

Cc: 
Subject: 
Attachments: 

JoAnne Butler; Deborah Langelaan; Ronak Mozayyan; Kristin Jenkins 
BOD Presentation - TCE Matter Status Update .... 
OGS_BOD_CM_20110406 v5.ppt 

John, 

Here is the proposed Board presentation for tomorrow. 

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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Winding Up of the Oakville 

Generating Station (OGS} Contract 

Board of Directors - For Information 

April6 2011··· ' . . 

Privileged and Confidential - Prepared in Contemplation of Litigation 



Status 

• OPA has made a counter-proposal to the TCE proposal 
of 1 0 March 2011. 

• Colin and Alex Pourbaix of TCE spoke on the telephone 
on 1 April. TCE rejected the OPA counter-proposal. 

• Colin sent Alex a follow up email asking for TCE to 
specifically describe the issues it has with the OPA 
counter-proposal. 

• We will wait for specific feedback from TCE. 

2 Privileged and Confidential - Prepared in Contemplation of Litigation ONT.RIO''/. 
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OPA Counter-Proposal 

NRR 
Net Revenue Requirement 

$16,900/MW-month 

Financing Assumptions Unknown 

Contract Term 20 Years 

Contract Capacity 450MW 

Sunk Cost Treatment Lump Sum Payment of $37mm 

Gas/Electrical Interconnections I Payment in addition to the NRR 

Capital Expenditures 
(CAPEX) 

Operational Expenditures 
(OPEX) 

Other 

$540mm 

Little Visibility 

Assistance/Protection from mitigating 
Planning Act approvals risk 

$12,500/MW-month 

Assumed 7.5% Cost of Equity, all 
equity project. 

25 Years 

500MW 

Amortize over 25 years - no returns 

Payment in addition to the NRR 

$400mm 

Reasonable 

provide Planning Act approvals 

TCE can finance/Jev~rage how they want to'in~r.~~sei:_NPy of 

Precedent- Portland Energy Centre has option foi'additi~nal five 

L TEP indicates need for peaking generation in t<We_q;-:n'~ed at 

least 450 MW of summer peaking capacity, average, of ~00 MW 
provides additional system flexibility and red,uc~-~-::NRR 'cin· per MW 
basis. 

$37mm currently being audited by Minist~ of Finance for 
substantiation and reasonableness. 

Precedent- Portlands Energy Centre and NYR Peaking Plant. 

Paid on a cost recovery basis, i.e. no opportunity to charge an 
additional risk premium on top of active costs. TCE estimate is 

20%. 

Our CAPEX based on independent review b_y our Technical Expert 

and published information, on other similar generation facilities; had 

proposed a target cost on any CAPEX increase. 

TCE has given us limited insights into their operating expen~es: 

We have used advice from our technical consultant on.reason~ble 
OPEX 

Precedent- NYR Peaking Plant regulation enacted by the 
province. 

3 Privileged and Confidential - Prepared in Contemplation of Litigation 



Net Revenue Requirement 

-

2o,ooo· 

18,750 

17,500 

16,250 

15,000 

~ 
1.1) 13,750 .... 
0 N 12,500 

0::: 0::: 11,250 

z 
-10,000 

8,750 

7,500 

6,250 

5, 000 +-------" 
SWGTA [20-Year] 

Preliminary NRR Comparison 
•Plant NRR 1!1 Fixed GD&M-Portion • Connection-Adder 

---- ~···- ·- -

-·PRIVILIGED AND CONFIDENTIAL- PREPARED IN CONTEMPLATION OF LITIGATION*** 

NYR [20-Year) TCE-Offer [20-Year) OPA-Counter[20-Year CPA-Counter [25-Year) 
Eqv.) 
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Annual Payments Based on NRR 

5 

[NTD: Insert bar chart showing PV of OPA payments 
for these plantsl 
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Approvals and Permitting Risk Mitigation 

Risk Description Owner Mitigation Strategies 

I 

Planning Act Approvals, e.g., Ministry of Municipal Affairs and Exempting regulation similar to that 
Interim Control By-Law, Official Plan Housing which was done for YEC using s. 
Amendment, Zoning By-Law 62.01 (1) of he Act. 
Amendment, etc. 

Development Charges Act charges Ministry of Municipal Affairs and There is no power to exempt a 
levied Housing developer, but regulation can be passed 

to influence the factors used. 

Building Code Act Permits Ministry of Municipal Affairs and Exempting regulation can be enacted 
Housing under s. 34(19) of the Act. 

Environmental Assessment Act Ministry of the Environment Exempting regulation under Part IV of 
Environmental Screening Process the Act. 

Environmental Protection Act Ministry of the Environment Exempting regulation under s. 175.1 (a) 
Certificates of Approval of the Act and/or a regulation to issue a 

C of A under s. 175.1 (f) of the Act 

• 



Approvals and Permitti·ng Risk Mitigation . -'. ~ . 

Risk Description 

Ontario Water Resources Act Approvals 

Ontario Energy Board Act Approvals, 
e.g., leave to construct for a gas line or an 
electricity transmission line 

Property Rights 

Municipal Act 
Municipal By-Laws e.g., PM2.5 enacted 
pursuant to s. 10 an s. 11 of the Act. 

US EPA will not regulate PM2.5 until at 
least 2013/2014. MOE has no intention of 
regulating in Ontario. 

Owner 

Ministry of the Environment 

Ontario Energy Board 

Ministry of Municipal Affairs and 
Housing/Ministry of the 
Environment 

Mitigation Strategies 

Exempting regulation. 

Exempting regulation unders. 127(1)(f) of 
the Act can exempt a party from any 
provisions of the Act. 

There is no express statutory authority to 
expropriate land for a generation facility. 
Section 8(4) of the Ministry of Government 
Services Act provides for expropriation for a 
government-related agency. A regulation 
under s. 20(d) ofthatsarneActwo\:tld be 
required to make the OPA a government­
related agency 

Section 451.1 (1) allows for a regulation to 
impose limits on municipal powers, however, 
the regulation is deemed to be revoked .after 
18 months. Legislation might be required to 
permanently ovE;lrride a municipal by"l~w. ·· · 

7 
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Possible Outcomes 

Response is Parties Settle 
TCE Responds -----t Acceptable -----t and KWCG 
Back to the With/Without Peaking Plant 

~ 
OPA Negotiation Development 

Begins 

OPA 
Counter-
Proposal 

~ TCE Does Not 

-----t 
TCE 

~ 
Parties May 

Respond Commences Continue 

Litigation Settlement 
Discussions 

8 
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Aleksandar Kojic 

From: 
Sent:· 
To: 

Deborah Langelaan 
April 5, 2011 3:02PM · 
Michael Killeavy 

Subject: 
Attachments: 

FW: ***Privileged and Confidential*** 
NRR-Comparison-OPA-Presentation-OPA_Mar_29-Rev1.xls 

Deborah Langelaan I Manager, Natural Gas ProjectsiOPA I Suite 16ee - 12e Adelaide St. W. 1 
Toronto, ON MSH 1Tl I 
T: 416.969.6e52 I F: 416.967.19471 deborah.langelaan@powerauthority.on.ca 

-----Original Message-----
. From: Safouh Soufi [mailto:safouh@smsenergy-engineering.com] 
sent: April s, 2e11 3:e2 PM 
To: Deborah Langelaan 
Subject: ***Privileged and Confidential*** 

Hello Deborah: 

Please review the attached and let's discuss if you have any questions. 

Thanks, 
Safouh 

;. _.;..o~""":.r:~~.::~-~:.:2-.::~·~:.-:::.:~~"':i,;_~',::£;.~:;:-:-
.. -----·------··---
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1. Evaluated Cost (COD$/MW) 
3. Evaluated Additional Cost (COD$/MW) 

~ 
:!5 
~ 
~ .... 

s:::: 
Q) 

E 
>­
I'll c.. .... ... 
0 
Q. 1,000,000 
Q. 
:I 

CJ) 800,000 

600,000 

400,000 

200,000 

0 

Under the deck calculations 

COD Year 
NRR- Base 
NRR- CAPEX Adjustment 
NRR- 20 Year Adjustment 
NRR- GD&M Adjustment 
NRR- Total 
Average Contract Capacity 
Lumpsum Connection Cost 

Portlands 

(COD$) 
(COD$) 
(COD$) 
(COD$) 

(COD$) 

Portlands 

1,417,737 
67,830 

1,485,567 

PortJands 

2009 
$17,500 

$0 
$0 
$0 

$17,500 
550 

37,306,338 

Oakville 
1,108,887 

0 
1,108,887 

Oakville 

Oakville 

2013 
$17,417 

$0 
$0 
$0 

$17,417 
900 

TCE Offer Feb 
2011 

2,294,577 
204,906 

2,499,483 

2015 
$16,900 

$377 
$0 
$0 

$17,277 
481 

98,560,000 

York 
1,431,435 

-17,812 
1,413,623 

OPACounter 
Mar 2011 

1,695,030 
197,120 

1,892,150 

TCE Offer Feb 2011 

Vorl< 

2012 
$9,998 

$0 
$0 

$2,320 
$12,318 

393 
-7,000,000 

unNir 
Mar 2011 

2015 
$12,500 

$317 
$1,338 

$0 
$14,155 

500 
98,560,000 

.'- .,__._-, - - _._.,_ 

·--

York OPA Counter Mar 2011 

Notes: 

----··-.·--.-­
.:--. ·-- --_-_-

1. Support Payment: OPA Contingency Support Payment expressed in Contract COD$. 
2. NRR- Bsse: Plant NRR as per Exibit B of Contract excluding, if applicable, incremental GD&M and 

lumpsum connection costs (gas and/or electriclity) paid by OPA. 
3. NRR- CAPEX Adjustment: Applicable to TCE offer and OPA counter only and accounts for the.OPA 

extra CAP EX exposure (potential) resulting from Schedule B of lmplemenation Agreement. 
4. NRR- 20 Year Adjustment: Applicable to OPA counter offer only to adjust NRR from 25-Year to 20-

Year equivalent. Adjustment is based on CAPEX plus CAPEX Adjustment. 
5. NRR- GD&M Adjustment: For York it accounts for the 65% of the GD&M portion paid by OPA. For 

Portlands there is an adjustment for GD&M but its value hasn't been significant over thNot applicable 
6. Lumpsum Connection Cost: If applicable, this cost is paid by cheque issued by OPA to proponent on 

or around COD. The NRR is not adjusted to account for this cost. This cost is not recoverable from 
the IESO market and is treated as an adder to project evaluated cost at COD. 

7. Connection Cost: For Portlands; the actual connection cost (gas) paid by the OPA was used. For 
York there was a small payment to OPA (negative cost) but not shown in the chart. This payment 
would effectively, allbeit marginally, reduce York's evaluated costand. ForTCE offer and OPA 
counter, the connection cost (gas and electricity) estimated by TCE was used and is shown in the 
chart as the "red" portion. 

B. Evaluated Cost of Portlands and Oakville are based on SWGTA evaluation cost model. All other 
others are based on NYR evaluation cost model. 





Aleksandar Kojic 

From: 
Sent: 
To: 

Michael Killeavy 
AprilS, 2011 3:15PM 
John Zych 

Cc: 
Attachments: 

JoAnne Butler; Deborah Langelaan; Ronak Mozayyan; Kristin Jenkins 
OGS~BOD_CM_20110406 v5 R2.ppt 

We just got the missing graph and I inserted it. I also corrected a minor typographical error. 

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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Winding Up of the Oakville 

Generating Station (OGS) Contract 

Board of Directors - For Information 

· .. ···.· .. · .. · .. ·.··.·-·. 
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April 6,'2011 

Privileged and Confidential - Prepared in Contemplation of Litigation 



Status 

• OPA has made a counter-proposal to the TCE proposal 
of 1 0 March 2011 .. 

• Colin and Alex Pourbaix of TCE spoke on the telephone 
on 1 April. TCE rejected the OPA counter-proposal. 

• Colin sent Alex a follow up email asking for TCE to 
specifically describe the issues it has with the OPA 
counter-proposal. 

• We will wait for specific feedback from TCE. 

2 Privileged and Confidential - Prepared in Contemplation of Litigation ONTARIOt 
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OPA Counter-Proposal 

NRR 

Net Revenue Requirement 

Financing Assumptions 

Contract Term 

Contract Capacity 

Sunk Cost Treatment 

Gas/Electrical Interconnections 

Capital Expenditures 
(CAPEX) 

Operational Expenditures 

(OPEX) 

Other 

TCE Proposal 

$16,900/MW-month 

Unknown 

20 Years 

450MW 

Sum Payment of $37mm 

Payment in addition to the NRR 

$540mm 

Little Visibility 

Assistance/Protection from mitigating 
Planning Act approvals risk 

OPA Counter-Proposal 

$12,500/MW-month 

Assumed 7.5% Cost of Equity, all 

equity project. 

25 Years 

500MW 

Amortize over 25 years- no returns 

Payment in addition to the NRR 

$400mm 

Reasonable 

approach Government to 
provide Planning Act approvals 

Comments 

NRR covers capital costs, financing working capital, 'returns, fixed 
monthly payment over life of contract. Enen:~v· paid·on a -deemed 

this 

TCE can finance/leverage how they want to increase NPV of 

Precedent- Portland Energy Centre has option for additional five 

LTEP indicates need for peaking generation in KWCG;'need at 

least 450 MWof sumr:ner pipaking capacity, average, of _500 MW­
provides additional system flexibility and reduce·s NRR on per MW 
basis. 

$37mm currently being audited by Ministry of Finance for 

substantiation and reasonableness. 

Precedent - Portlands Energy Centre and NYR Peaking Plant. 

Paid on a cost recovery basis, i.e. no opportunity to charge an 

additional risk premium on top of active costs. TCE estimate is 
±20%. 

Our CAPEX based on independent review by our Technical Expert 

and published information on other similar generation facilities; had 
proposed a target cost on any CAPEX increase. 

TCE has given us limited insights into their operating expenses. 
We have used advice from_our technical consultant on reasonable 

OPEX estimates. 

Precedent- NYR Peaking Plant regulation enacted by the 

province. 
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Net Revenue Requirement 

-

20,000 

18,750 

17,500 

16,250 

15,000 

* 10 13,750 
'II"' 
0 N 12,500 

0:: 0:: 11,250 
z 
-10,000 

8,750 

7,500 

6,250 

5,000 -1--
SWGTA [20-Year] 

Preliminary NRR Comparison 

•Plant NRR mFixed GD&M-Portion • Connection-Adder 
--- --·----. ------

... PRIVILIGED AND CONFIDENTIAL- PREPARED IN CONTEMPLATION OF LITIGATION ... 

NYR [20-Year] TCE-Offer [20-Year] CPA-Counter [20~Year OPA•Counter [25-Year] 
Eqv.] · 
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Annual Payments Based on NRR 

2,800,000 

2,600,000 

_2,400,000 

~2,200,000 
~2,000,000 -'E 1,800,000 
(I) 
E 1,6oo,ooo 
>-8!. 1 ,400' 000 

t: 1,200,000 
0 
0.1,000,000 
0. 
~ 800,000 

600,000 

400,000 

200,000 

~---- •Evaluated Cost (COD$/MW) Ill Connection Cost (COD$tM\Iv)___ I 

·-PRIVILIGED AND CONFIDENTIAL- PREPARED IN CONTEMPLATION OF LITIGATION*** 

0 +----' 
Portlands Oakville TCE Offer Feb 2011 York 
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Approvals and Permitting Risk Mitigation 

Risk Description Owner Mitigation Strategies 

Planning Act Approvals, e.g., Ministry of Municipal Affairs and Exempting regulation similar to that 
Interim Control By-Law, Official Plan Housing which was done for YEC using s. 
Amendment, Zoning By-Law 62.01(1) of the Act. 
Amendment, etc. 

' 

Development Charges Act charges Ministry of Municipal Affairs and There is no power to exempt a 
levied Housing developer, but regulation can be passed 

to influence the factors used. 

Building Code Act Permits Ministry of Municipal Affairs and Exempting regulation can be enacted 
Housing under s. 34(19) of the Act. 

Environmental Assessment Act Ministry of the Environment Exempting regulation under Part IV of 
Environmental Screening Process the Act. 

. 

Environmental Protection Act Ministry of the Environment Exempting regulation under s. 175.1 (a) 
Certificates of Approval of the Act and/or a regulation to issue a 

C of A under s. 175.1 (f) of the Act 
----- ---····-- - - ---· - - -
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Approvals and Permitting Risk Mitigation 

Risk Description I Owner 

Ontario Water Resources Act Approvals I Ministry of the Environment 

Ontario Energy Board Act Approvals, I Ontario Energy Board 
e.g., leave to construct for a gas line or an 
electricity transmission line 

Property Rights 

Municipal Act 
Municipal By-Laws e.g., PM2.5 enacted 
pursuant to s. 10 an s. 11 of the Act. 

US EPA will not regulate PM2.5 until at 
least 2013/2014. MOE has no intention of 
regulating in Ontario. 

Ministry of Municipal Affairs and 
Housing/Ministry of the 
Environment 

Mitigation Strategies 

Exempting regulation. 

Exempting regulation under s. 127(1)(f) of 
the Act can exempt a party from any 
provisions of the Act. 

There is no express statutory authority to 
expropriate land for a generation facility. 
Section 8(4) of the Ministry of Government 
Services Act provides for expropriation for a 
government-rel(lted agency. A regulation 
under s. 20(d) of that same Actwould be 
required to make the OPA a government­
related agency 

Section 451.1 (1) allows for a regulation to 
impose limits on municipal powers, however, 
the regulation is deemed to be revoked after 
18 months. Legislation might be required to 
permanently override a municipalby"law. · 

7 
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Possible Outcomes 

--t 
Response is Parties Settle 

TCE Responds Acceptable 

~ 
andKWCG 

Back to the With/Without Peaking Plant 

~ 
OPA Negotiation Development 

Begins 

OPA 
Counter-
Proposal 

~ TCE Does Not 

~ 
TCE 

~ 
Parties May 

Respond Commences Continue 

Litigation Settlement 
Discussions 
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Aleksandar Kojic 

From: 
Sent: 
To: 

John Zych 
April 5, 2011 3:20 PM 
'James Hinds' 

Cc: 
Subject: 
Attachments: 

Colin Andersen; JoAnne Butler; Michael Killeavy 
BOD Presentation - TCE Matter Status Update 
OGS_BOD_CM_20110406 v5 R2.ppt 

Management feels that it will be useful to brief the Board on this matter this week. There is no opening to do so on 
Thursday, but on Wednesday, after the Board stakeholders meeting ends at about 5:00 p.m. we can fit it in. Electricity 
Resources has prepared a slide deck on this topic. 

Colin asks whether you agree to add this matter to the Board agenda after the Board stakeholders meeting ends at about 
5:00 p.m. (about 30 minutes is needed) and whether you have any comments on the slide deck. · 

The dinner for John Beck commences at 6:00 p.m. 

As for sending this material to the Board members, we can send it via e-mail today or hand it out to the Board members 
at the beginning of the Board stakeholders meeting tomorrow, which will leave them time to review it. 

Please advise. 

John Zych 
Corporate Secretary 
Ontario Power Authority 
Suite 1600 
120 Adelaide Street West 
Toronto, ON M5H 1T1 
416-969-6055 
416-967-7474 Main telephone 
416-967-1947 OPA Fax 
416-416-324-5488 Personal Fax 
John.Zych@powerauthority.on.ca 

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

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

• OPA has made a counter-proposal to the TCE proposal 
of 10 March 2011. 

• Colin and Alex Pourbaix of TCE spoke on the telephone 
on 1 April. TCE rejected the OPA counter-proposal. 

• Colin sent Alex a follow up email asking for TCE to 
specifically describe the issues it has with the OPA · 
counter-proposal. 

• We will wait for specific feedback from TCE. 
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OPA Counter-Proposal 

NRR 
Net Revenue Requirement 

Financing Assumptions 

Contract Term 

Contract Capacity 

Sunk Cost Treatment 

Gas/Electrical Interconnections 

Capital Expenditures 
(CAPEX) 

Operational Expenditures 
(OPEX) 

Other 

$16,900/MW-month 

Unknown 

20 Years 

450MW 

Lump Sum Payment of $37mm 

Payment in addition to the NRR 

$540mm 

Little Visibility 

Assistance/Protection from mitigating 
Planning Act approvals risk 

$12,500/MW-month 

Assumed 7.5% Cost of Equity, all 
equity project. 

25 Years 

500MW 

Amortize over 25 years - no returns 

Payment in addition to the NRR 

$400mm 

Reasonable 

provide Planning Act approvals 

'- .<' ·: • • 

NRR covers capital costs, financing woiking_papft8(r9turns, fixed 
monthly payment over life of contract. EnergY_ p_8_id On'i:.:'deemed 

TCE can finance/leverage how they want to in·c'r~as·e .. N_PY of 

.. 
Precedent- Portland Energy Centre has optionfor additional five 

on the 

LTEP indicates need for peaking generation in _KWCG;·need at 
least 450 MW of summer peaking capacity, avera"ge·· .. Qf 500 MW 
provides additional system flexibilitY and reduces~NRffon per MW 
basis. · · 

$37mm currently being audited by MiniStry of Finance for 
substantiation and 

Precedent- Portlands Energy Centre and NYR Peaking Plant. 
Paid on a cost recovery basis, i.e. no opportunity to charge an 
additional risk premium on top of active costs. TCE estimate is 

±20%. 

' Our CAP EX based on independent review by our Technical Expert 
and published infonnation qn other similar generation facilities; had 
proposed a target cost on any CAPEX increase. 

TCE has given us limited insights into their operating expenses. 
We have used advice from our technical consultant on reasonable 

Precedent- NYR Peaking Plant regulation enacted by the 
province. 
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Net Revenue Requirement 

-

20,000 

18,750 

17,500 

16,250 

15,000 

4:R-
I.O 13,750 .... 
0 N 12,500 

0:: 0:: 11,250 
z 
-10,000 

8,750 

7,500 

6,250 

5,000 L-
SWGTA [20-Year] 

Preliminary NRR Comparison 

•Plant NRR ~Fixed GD&M-Portion • Connection-Adder 
-- . ··-- - ... ·-·· - ------~---- --. 

·-PRIVILIGED AND CONFIDENTIAL- PREPARED IN CONTEMPLATION OF LITIGATION*"" 

NYR [20-Year] TCE-Offer [20-Year] OPA-Counter [20-Year OPA-Counter [25-Year] 
Eqv.] 
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Annual Payments Based on NRR 

2,800,000 

2,600,000 

_2,400,000 

~2,200,000 
~2,000,000 -'E 1,800,000 

Q) 
E 1,6oo,ooo 
>. 
~ 1,400,000 

t::: 1,200,000 
0 
0..1 ,000,000 
c. 
~ 800,000 

600,000 

400,000 

200,000 

I •Evaluated Cost (COD$/MW) •connection Cost (COD$/MW) I 
'~PRIVILIGED AND CONFIDENTIAL- PREPARED IN CONTEMPLATION OF LITIGATION'" 

~~- ~ --~~~~~---~~----·------------1 

0 +---
Portlands Oakville TCE Offer Feb 2011 York 
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Approvals and Permitting Risk Mitigation 

Risk Description Owner Mitigation Strategies 
I 

I 

Planning Act Approvals, e.g., Ministry of Municipal Affairs and Exempting regulation similar to that 
Interim Control By-Law, Official Plan Housing which was done for YEC using s. 
Amendment, Zoning By-Law 62.01(1) of the Act. 
Amendment, etc. 

Development Charges Act charges Ministry of Municipal Affairs and There is no power to exempt a 
levied Housing developer, but regulation can be passed 

to influence the factors used. 

I 
Building Code Act Permits Ministry of Municipal Affairs and Exempting regulation can be enacted I 

Housing under s. 34(19) of the Act. 

-

Environmental Assessment Act Ministry of the Environment Exempting regulation under Part IV of 
Environmental Screening Process the Act. 

Environmental Protection Act Ministry of the Environment Exempting regulation under s. 175.1 (a) 
I 

Certificates of Approval of the Act and/or a regulation to issue a 
I C of A under s. 175.1 (f) of the Act . 

~ 



Approvals and Permitting Risk Mitigation 

Risk Description 

Ontario Water Resources Act Approvals 

Ontario Energy Board Act Approvals, 
e.g:, leave to construct for a gas line or an 
electriCity transmission line 

Property Rights 

Municipal Act 
Municipal By-Laws e.g., PM2.5 enacted 
pursuant to s. 10 an s. 11 of the Act. 

US EPA will not regulate PM2.5 until at 
least 2013/2014. MOE has no intention of 
regulating in Ontario. 

Owner 

Ministry of the Environment 

Ontario Energy Board 

Ministry of Municipal Affairs and 
Housing/Ministry of the 
Environment 

Mitigation Strategies 

Exempting regulation. 

Exempting regulation under s. 127(1)(f) of 
the Act can exempt a party from any · · 
provisions of the Act. 

There is no express statutory authority to 
expropriate land for a generation facility. 
Section 8(4) of the Ministry .of Government 
Services Act provides for expropriation for a 
government-relqted agency, Aregulation 
under s. 20(d) of that same Act would be 
required to make the OPA a government­
related agency 

Section 451.1 (1) allows for a regulation to 
impose limits on municipal powers, however, 
the regulation is deemed to be revoked after 
18 months. Legislation might be required to 
permanently override a municip<ll by-taw:. 

7 
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Possible Outcomes 

~ 
Response is Parties Settle 

TCE Responds Acceptable 

~ 
and KWCG 

Back to the With/Without Peaking Plant 

~ 
OPA Negotiation Development 

Begins 

OPA 
Counter-
Proposal 

~. TCE Does Not 

~ 
TCE 

~ 
Parties May 

Respond Commences Continue 
Settlement Litigation 
Discussions 
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Aleksandar Kojic 

From: 
Sent: 

Leonard Griffiths [GriffithsL@bennettjones.com] 
April 5, 2011 4:06 PM 

To: Michael Killeavy 
Cc: Leonard Griffiths · . . . . . . . 
Subject: 
Attachments: 

RE: TCE Matter- BOD Presentation for 6 April 2011 - privileged and confidential 
OPA Permitting Risks and Mitigation.DOCX 

As discussed, we have considered the 3 slides related to potential approvals risk and mitigation strategies. Our 
questions/suggestions/advice is included in track changes, attached. 

We have not involved "pure" municipal counsel for· this, which would be needed to dig deeper into the municipal issues. 

We have not addressed First Nations issues, which would arise under any environmental assessment, as well as 
pursuant to the governments' consultation obligations that may arise. 

Our strong advice is to work as much as possible, as early and often as possible, with key stakeholders to get ahead of 
any issues. It is essential to be proactive, and ensure that we can provide politicians and regulators with the support 
and evidence they need to prevent any successful challenge to the approvals process, whether at the EA stage or for the 
technical approvals (air, waste, water). Pre consultation and consultation will be critical, with municipal officials, 
Ontario agencies, First Nations, and local communities. It is inevitable that there will be some opposition regardless of 
which site or sites are being considered. 

Need to discuss strategy with respect to the EA process- whether to use environmental review, and whether to include 
more than one potential site. Or whether to voluntarily conduct an individual EA. Much depends on timing, costs and 
level of support/opposition. 

Happy to discuss these matters, at your convenience. I have not copied this to others at the OPA, such as Mike Lyle, 
Ziyaad Mia, Susan Kennedy and Deborah langelaan, which !leave for you. thx. len. 

Len Griffiths 

liLIBenneH T 416 777 7473/ F 416 863 1716/ E qriffithsl@bennettjones.com 
J'oneSw- Suite 3400, 1 First Canadian Place I P.O. Box 130 I Toronto, Ontario MSX 1A4 

From: Michael Killeavy [mailto:Michaei.Killeaw@powerauthoritv.on.ca] 
Sent: 03 April 2011 8:21 P~1 
To: Leonard Griffiths 
Subject: Re: TCE Matter- BOD Presentation for 6 April 2011 ... 

Great! Thanks. 

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

From: Michael Killeavy [mailto:Michaei.Killeavv@powerauthoritv.on.ca] 
Sent: Saturday, April 02, 2011 10:50 AM 
To: Leonard Griffiths 
Cc: Susan Kennedy <Susan.Kennedy@powerauthoritv.on.ca>; Deborah Langelaan 
<Deborah.Langelaan@powerauthoritv.on.ca> 
Subject: TCE Matter - BOD Presentation for 6 April 2011 ... 

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

Len, 

Attached is a presentation that we have prepared to inform our Board of the ongoing discussions with TransCanada Energy about the 
cancellation of the Oakville GS. Towards the end of the presentation I have a few tables that set out the permitting and approvals 
risks. Could you please review the presentation with a view to advising on whether the tables capture and explain how to mitigate the 
various risks? I will make my self available Monday to discuss this with you if you wish. 

Thank you, 
Michael 

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

The contents of this message may contain confidential and/or privileged 
subject matter. If this message has been received in error, please contact 
the sender and delete all copies. Like other forms of communication, 
e-mail communications may be vulnerable to interception by unauthorized 
parties. If you do not wish us to communicate with you by e-mail, please 
notifY us at your earliest convenience. In the absence of such 
notification, your consent is assumed. Should you choose to allow us to 
communicate by e-mail, we will not take any additional security measures 
(such as encryption) unless specifically requested. 

The contents of this message may contain confidential and/or privileged 
subject matter. If this message has been received in error, please contact 
the sender and delete all copies. Like other forms of communication, 
e-mail communications may be vulnerable to interception by unauthorized 
parties. If you do not wish us to communicate with you by e-mail, please 
notifY us at your earliest convenience. In the absence of such 
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notification, your consent is assumed. Should you choose to allow us to 
communicate by e-mail, we will not take any additional security measures 
(such as encryption) unless specifically requested. 
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the business risk that a developer ass~es ........... --- .. -----·-----------------------------------------------):~--~-~ ~~rmatt~: En~lish (U.S.) 

, • If the OPA were to take on this risk. it would basically puts the OPA in the developer 
role, a Fele in whieft we a:Fe net eemfeHablewhich has ramifications. including:,. _________________ <;."_-{ Formatted: English (U.S.) 

The OP ~would assume all risks related to obtaining acceptable approvals. and as--':'cc.j"'Fo~rm_a_tt"e-'d-'--'-'--"-'-"--'-'--~ 
such would need to be heavily involved in the approVals process to manage the 
risks ______________ .... ··---------- __________________ ----------------· ------------------------- __ .. ------------ ___ :::. i Formatted: English 5~-S-) 

in addition to increasing the OPA's costs. this would expose the OPA to all risks 
should the proiect not receive all necessary approvals in an acceptable form 
fl.'fQI~:- _f?D t~e -~1:1-~~~~-~-~~~~,--~~-i~-~~X-~~--n_e~-~~s_arv and a~~~J?~~~~~--i·~--~~d-~!' _ .. ----i Formatted: Font: Bold 
to address the OGS situation, and to alleviate concerns that TCE may have; · · · · · 
however, if the OPA were to take on this risk, this should result in a 
decreased project cost including because there would be decreased costs and 
risks for TCE, which would have needed to expend considerably more to 
obtain a-pprovals for the OGS, without any guarantee ofsuccessJ.... ___________________ .. ----1 Formatted: English (U.S.) 

The OPA ordinarily would not conduct an environmental assessment of a project. 
including because it is not designated as a "public body" under the EA legislation. and a 
project would be undertaken by a developer. not the OPA or the Province: in this case, 
the OPA would likely need to conduct the EA. including to manage the risk. which would 
require the OPA to take a very public developer role in the process ......................... ----------------·1 Formatted: English (Canada) 

The OPA would need to "enter the arena" in a manner that is typically undertaken by 
developers. which would likely result in the OPA losing its abilitv (or at least be 
perceived to lose its ability) to be an objective overseer of the process and the project: 
this could erode public trust. and increase the likelihood that the Minister of the 
Environment could elevate an EA for the project from a screening to an individual EA 
[NOTE- it may be a1mropriateto conduct an individual EA. anvway, as discussedin _..----{Formatted: Font: Bold 

the mitigation strategies below] 

As a compromise, we proposed to approach the government to have it provide a...._f!~:.'J!!(~g_ __ .. ---{ Formatted: Font: Italic 

Act approvals exemption, similar to what had been done for the York Energy centre 
project. This has political ramifications. and the risks increase with each required 
regulatory intervention.,., __________________ .................... -------------------------··--····------------···----------·1 Formatted: English (U.S.) 



.. · 

Risk Description Owner Mitigation ...... ------ i Formatted Table I 
·.---_,itt:'i{'· . ' Strategies ., •. ;.~;_!,.;'- ; 

[NTD- legislative ''-:. ~ 

I ... ' . 
on I)£?] 

I ,_· .. _ •. 
I 

Planning Act Approvals, e.g., Ministry of Exempting regulation similar to 
I Interim Control By-Law, ·Official Plan Municipal Affairs that which was done for YEC 

Amendment, Zoning By-Law and Housing using s. 62.01(1) of the 
Amendment, etc. Planning Act. 

Minisi!Y of the 
Munici12alil1' 12asses an official12lan Environment [NTD- this Ill B)( be too deee .. -· i Fonnatted: Font: Bold I 
amendment or b)l-law, or refuses to into the weeds- mall !;!refer 
amend same, which means the to indicate that "In addition, 
12ro12effi' could not be used for the mall result in requirement to 
12roject based on the official12lan com12lete an individual EA or 
and zoning designation. to get an exem12ting 

regulation under the EA Act] 
[The exem12ting regulation 
would likel)l require meeting 
one of the conditions in clause 
62.01 (1) (a) of the Planning 
Act: (i) obtaining a1212roval 
under Part II (Individual EA) or 
11.1 (Class EA- not a1212licable) 
of the EAAct; in short, the 
Screening Process exem12ts a 
12roject from Part II, which 
arguabl)l means that it is not 
a1212roved under Part II; (ii) a 
harmonization order under s. 
3.1 (not a1212licable) or a 
declaration under s. 3.2 
(Cabinet a1212roval required to 
declare the legislation does not 
a121211' to a matter); or (iii) an 
exem12ting regulation under the 
EAAct. 

[Minister's Zoning Order?] 



Development Charges Act 
charges levied 

[Cambridge by-law 90-09! 

Unreasonable/excessive charges 
are levied. 

Building Code Act PermitsJQ 
Demolish or Construct 

(s. 8 of the Building Code Act) 

Ministry of 
Municipal Affairs 
and Housing 

Ministry of 
Municipal Affairs 
and Housing 

Municipal Chief 
Municipality (Chief Building Official) Building Official 
refuses to issue a demolition or 
building permit. 

Environmental Assessment Act 

Ontario 

Environmental Screening Process 

Screening EA (or Environmental 
Review) is conducted, and is 
successfully challenged. which 
results in elevation to an Individual 
EA. Individual EA is not approved 
by the Minister of Environment. 

Ministry of the 
Environment 

There is no power to exemp(~: 
developer, but regulation can\' 
be passed to influence the .. 
factors used. [NTD: How else·. 
to mitigate? Without seeking · 
regulation to qualify the 
charges that can be levied­
provide reasonable reserve to · 
satisfy development charge] 

Exempting regulation can be 
enacted under s. 34(19) 19. of · 
the Building Code Act. 

[Without seeking exemption: 
Meet all requirements. and as 
such, the Act expressly 

-··' 
- .,. .·· •'' 

provides that a permit must be .. { Fo•matted: Font: Bold, Italic 

issued unless there wil(be .. 
contravention of law, provided 
the application is complete and 
properly completed by 
gualified individuals. If the 
municipality refuses to issue a 
permit, application can be 
made for mandamus, to have 
the court order the municipality 
to issue the permit.] 

Exempting regulation under 
Part J.IJ.VI of the EA Act 
(exempt person or undertaking 
from the EAAct or the 
regulations, and impose 
conditions). 

Without seeking exemption: 

Conduct Environmental 
Review, and ensure the 
relevant provincial agencies 
are involved and "on side" to 
prevent a challenge. 



I 

Consider conducting a 
"focused" Individual EA. on a 
voluntary basis. Key issue wilb 
be approval of terms of 1"•'1"':"'.,· '·c•i.•' , :'."·' >,.•: 

Federal Federal 
Department of 

If require any federal approval. such Fisheries and 
as permit under the Fisheries Act (in Oceans 

reference. which would need . 
to exclude the need to 
consider alternative sites 
(beyond that being proposed) · 
and alternative methods. 

Very limited ability to make an 
exempting regulation. 

short. to interfere with fish or fish Without seeking an exemption. 
habitat). Environmental Environment consider harmonizing 
Assessment. Comprensive Study Canada provincial and federal EA 
would be needed ---------···-------··-----·-- ---·-------------------------· .. process~s;. __________________________ ..... 

Environmental Protection Act Ministry of the 
Environment 

Certificates of Approval -emissions 
to atmosphere {air) {s. 9); 
potentially waste management (Part 
Yl. 

Ontario Water Resources Act 

Approvals-sewage works (s. 53), 
potentially water taking (s. 34) 

Ontario Energy Board Act 
Approvals, e.g., leave to construct for 
a gas line or an electricity 
transmission line 

Ministry of the 
Environment 

Ontario Energy 
Board 

Exempting regulation under s. 
175.1 (a) of the Act and/or a 
regulation to issue a C of A 
under s. 175.1 (f) of the Act 

Wtthout seeking an exemption. 
complete EA and work with 
MOE to ensure no issues for 
"technical" approvals. 

Sewage works- exceptions for--· 
draining into municipal sanitary 
works or system that is subject 
to the Building Code Act. 

Potential for e§Xempting 
regulation. 

Exempting regulation under s. 
127(1)(1) of the Act can exempt 
a party from any provisions of 
the Act. 
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1 Property Rights 

Municipal Act 
Municipal By-Laws e.g., PM2.5/PM 
1 0, or other similar by-Jaw that is 
considered necessarv or desirable 
for the public, including a by-law that 
addresses the economic, social and 
environmental well-being of the 
municipality or the health, safety and 
well-being of persons, enacted 
pursuant to s. 1 0 ang s. 11 of the Act. 

Municipalitv passes a by-law that 
imposes restrictions or conditions 
that would delay or prevent the 
project from proceeding. 

Ministry of 
Municipal Affairs 
and Housing 

!Ministry of the 
Environment 

Ministrv of Health 

There is no express statutory/:} L/: ::>:-;:.;·. 
authority to expropriate land 'iF ;::.::;,::.,;,,:::'•'\ 
for a generation facility. 3 .·· 
Section 8(4) of the Ministry oC 
Government Services Act · · 
provides for expropriation for a 
government-related· agency. A 
regulation under s. 20(d) of ·· · 
that same Act would be 
required to make the OPA a 
government-related agency 

Section 451.1 (1) allows for a 
regulation, where it is 
necessarv or desirable in the · · 
provincial interest. to impose · 
limits on municipal powers~, 
however, the regulation is 
deemed to be revoked after 18 
months, and it cannot be 
extended or renewed, or 
replaced with a regulation of 
similar effect. Legislation A 
statutorv amendment might be 
required to permanently 
override a municipal by-law. 

Without seeking legislative 
changes, work with 
municipalitv to get comfort that 
such a by-law would not be 
imposed. If it were proposed 
or passed, would need to 
challenge any by-law that is 
intended to delay or stop the 
project. 





Aleksandar Kojic 

From: 
Sent: 
To:· 
Subject: 

Michael Killeavy 
AprilS, 2011 4:13PM 
Kristin Jenkins 
RE: 

Attachments: OGS_BoD_:cM_2011 0406 v5 R2.ppt 

Any better now? 

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: Kristin Jenkins 
Sent: April 5, 2011 3:21 PM 
To: Michael Killeavy 
Subject: RE: 

You have two blues and green in the key, no yellow. Is the yellow a gradation of the green? 

From: Michael Killeavy 
Sent: April 5, 2011 3:15 PM 
To: John Zych 
Cc: JoAnne Butler; Deborah Langelaan; Ronak Mozayyan; Kristin Jenkins 
Subject: 

We just got the missing graph and I inserted it. I also corrected a minor typographical error. 

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) 
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Winding Up of the Oakville 

Generating Station {OGS} Contract 

Board of Directors- For Information 

2!t'~t 

April6, 2011 

Privileged and Confidential - Prepared in Contemplation of Litigation 



Status 

• OPA has made a counter-proposal to the TCE proposal 
of 1 0 March 2011 . 

• Colin and Alex Pourbaix of TCE spoke on the telephone 
on 1 April. TCE rejected the OPA counter-proposal. 

• Colin sent Alex a follow up email asking for TCE to 
specifically describe the issues it has with the OPA 
counter -proposal. 

• We will wait for specific feedback from TCE. 
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OPA Counter-Proposal 

NRR 
Net Revenue Requirement 

Financing Assumptions 

Contract Term 

Contract Capacity 

Sunk Cost Treatment 

Gas/Electrical Interconnections 

Capital Expenditures 
(CAPEX) 

Operational Expenditures 
(OPEX) 

Other 

TCE Proposal 

$16,900/MW-month 

Unknown 

20 Years 

450MW 

Lump Sum Payment of $37mm 

Payment in addition to the NRR 

$540mm 

Little Visibility 

Assistance/Protection from mitigating 
Planning Act approvals risk 

OPA Counter-Proposal 

$12,500/MW-month 

Assumed 7.5% Cost of Equity, all 
equity project. 

25 Years 

500MW 

Amortize over 25 years- no returns 

Payment in addition to the NRR 

$400mm 

Reasonable 

would approach Government to 
provide Planning Act approvals 

NRR covers capital costs, financing working capital,- -returns, fixed 
monthly payment over life of contract. Energy··Paid_:c?n·~.a 

··. _, ",, :" 

TCE can financ~/leverage how they want t'? J.n.cr~ase.NPV of 

., . : 

Precedent- Portland Energy Centre has option for additional five 

LTEP indicates need for peaking generation in KWC_G;'need at 
least 450 MW of summer peaking capacity; av~rage:p~ ,500 MW 
provides additional system flexibility and reduces~NRRon per MW 

$37mm currently being audited by Ministry of Finance for 
and reasonableness. 

Precedent- Portlands -Energy Centre and NYR Peaking Plant. 
Paid on a cost recovery basis, i.e. no opportunity to charge an 
additional risk premium on top of active costs. TCE estimate is 

I 
Our CAPEX based on independent review by our Technical Expert 
and published information on other similar generation facilities; had 
proposed a target cost on any CAPEX increase. 

TCE has given us limited insights into their op_erating expenses. 
We have used advice from our technical consultant on reasonable. 
OPEX estimates. 

Prec~dent- NYR Peaking Plant regulation enacted by the 
province. 
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Net Revenue Requirement 

Preliminary NRR Comparison 
•Plant NRR 1!!1 Fixed GD&M-Portion • Connection-Adder 

20
•
000 I ***PRIVILIGED AND CONFIDENTIAL- PREPARED IN CONTEMPLATION OF LITIGATION*** I 

-

18,750 

17,500 

16,250 

15,000 

tg 13,750 ..... 
~ 12,500 

0:: 0:: 11,250 

2:...10,000 

8,750 

7,500 

6,250 

5,000 +--
SWGTA [20-Year] NYR [20-Year] TCE-Cffer [20-Year] CPA-Counter [20-Year CPA-Counter [25-Year] 

Eqv.] 
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Annual Payments Based on NRR 

2,800,000 

2,600,000 

(z::~~:~~~ 
w2.ooo.ooo -1: 1,800,000 
Q) 
E 1,6oo,ooo 
>. cu 1 ,400,000 a. -
t:: 1 ,200,000 
0 
0.1,000,000 
a. 
~ 800,000 

600,000 

400,000 

200,000 

I •Evaluated Cost (COD$/MW) •connection co;(COD$/MW) ] 

'''PRIVILIGED AND CONFIDENTIAL· PREPARED IN CONTEMPLATION OF LITIGATION'" 

0+--
Portlands Oakville TCE Offer Feb 2011 York OPA Counter Mar 2011 
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Approvals and Permitting Risk Mitigation 

Risk Description Owner Mitigation Strategies 

Planning Act Approvals, e.g., Ministry of Municipal Affairs and Exempting regulation simi.lar to that 
Interim Control By-Law, Official Plan Housing which was done for YEC using s. 
Amendment, Zoning By-Law 62.01(1) of the Act. 
Amendment, etc. 

Development Charges Act charges Ministry of Municipal Affairs and There is no power to exempt a 
levied Housing developer, but regulation can be passed 

to influence the factors used. 

Building Code Act Permits Ministry of Municipal Affairs and Exempting regulation can be enacted 
Housing under s. 34(19) of the Act. 

' 

Environmental Assessment Act Ministry of the Environment Exempting regulation under Part IV of 
Environmental Screening Process the Act. 

Environmental Protection Act Ministry of the Environment Exempting regulation unders. 175.1(a) 
Certificates of Approval of the Act and/or a regulation to issue a 

C of A under s. 175.1 (f) of the Act 
-- - - ---
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Approvals and Permitting Risk Mitigation 

Risk Description 

Ontario Water Resources Act Approvals 

Ontario Energy Board Act Approvals, 
e.g., leave to construct for a gas line or an 
electricity transmission line 

Property Rights 

Municipal Act 
Municipal By-Laws e.g., PM2.5 enacted 
pursuant to s. 1 0 an s. 11 of the Act. 

US EPA will not regulate PM2.5 until at 
least 2013/2014. MOE has no intention of 
regulating in Ontario. 

Owner 

Ministry of the Environment 

Ontario Energy Board 

Ministry of Municipal Affairs and 
Housing/Ministry of the 
Environment 

Mitigation Strategies 

Exempting regulation. 

Exempting regulation under s. 127(1 )(f) of 
the Act can exempt a party from any 
provisions of the Act. 

There is no express statutory authority to 
expropriate land for a generation facility. 
Section 8(4) of the Ministry of Government 
Services Act provides for expropriation for a 
government-related agency. A regulation 
unders. 20(d) ofthatsameActwould be 
required to make the OPA a government­
related agency 

Section 451.1 (1) allows for a regulation to 
impose limits on municipal powers, however, 
the regulation is deemed to be revok.ed after 
18 months. Legislation might be required to 
permanently override a mupicipalby-law ... 

7 
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Possible Outcomes 

~ 
Response is Parties Settle 

TCE Responds Acceptable 

~ 
and KWCG 

Back to the With/Without Peaking Plant 

,/l 
OPA Negotiation Development 

Begins 

OPA 
Counter-
Proposal 

~ TCE Does Not 

~ 
TCE 

~ 
Parties May 

Respond Commences Continue 

Litigation Settlement 
Discussions 

8 
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Aleksandar Kojic 

From: 
Sent: 
To: 
Subject: 

Michael Killeavy 
April 5, 2011 4:31 PM 
'Leonard Griffiths' 
RE: TCE Matter - BOD Presentation for 6 April 2011 - privileged and confidential 

Thanks Len. I appreciate the quick turnaround. 

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: Leonard Griffiths [mailto:GriffithsL@bennettjones.com] 
Sent: April 5, 2011 4:06 PM 
To: Michael Killeavy 
Cc: Leonard Griffiths 
Subject: RE: TCE Matter- BOD Presentation for 6 April 2011 - privileged and confidential 

As discussed, we have considered the 3 slides related to potential approvals risk and mitigation strategies. Our 
questions/suggestions/advice is included in track changes, attached. 

. -.----.-. 

We have not involved "pure" municipal counsel for this, which would be needed to dig deeper into the municipal issues. 

We have not addressed First Nations issues, which would arise under any environmental assessment, as well as 
pursuant to the governments' consultation obligations that may arise. 

Our strong advice is to work as much as possible, as early and often as possible, with key stakeholders to get ahead of 
any issues. It is essential to be proactive, and ensure that we can provide politicians and regulators with the support 
and evidence they need to prevent any successful challenge to the approvals process, whether at the EA stage or for the 
technical approvals (air, waste, water). Pre consultation and consultation will be critical, with municipal officials, 
Ontario agencies, First Nations, and local communities. It is inevitable that there will be some opposition regardless of 
which site or sites are being considered. 

Need to discuss strategy with respect to the EA process- whether to use environmental review, and whether to include 
more than one potential site. Or whether to voluntarily conduct an individual EA. Much depends on timing, costs and 
level of support/opposition. 

Happy to discuss these matters, at your convenience. I have not copied this to others at the OPA, such as Mike Lyle, 
Ziyaad Mia, Susan Ke~nedy and Deborah Langelaan, which I leave for you. thx. len. 

Len Griffiths 
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