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FIVE NATIONS ENERGY INC.

RESPONSES TO INTERROGATORIES FROM 
BOARD STAFF

1. Ref: Ex 1/T1/S12/ Appendix A – Board of Directors

(a) At Appendix A, FNEI has identified its current Board of Directors. The appendix 
identifies 8 positions. Of these eight positions, two seats are vacant (Fort Albany Power & 
Moose Cree First Nation). For each of the Directors that are listed, please identify the 
LDC/ related First Nations organization they are associated with and their position in that 
utility/organization. With respect to the two vacancies, when does FNEI propose to fill 
these vacancies?

(b) Section 2.1.2 of the Affiliate Relationship Code states “A utility shall ensure that 
atleast one third of its Board of Directors is independent from any affiliate”. Please 
indentify if FNEI complies with section 2.1.2. If FNEI’s current Board does not reflect the 
split referred to in section 2.1.2, please explain why that is the case and what is FNEI’s 
proposal to rectify this situation. 

RESPONSE

(a) Peter Paulmartin (Director, Attawapiskat Power Corporation)

George Hookimaw (General Manager, Attawapiskat Power Corporation)

Jessee Koosees (Band Councillor, Kashechewan First Nation)

Mary Williams (General Manager, Kashechewan Power Corporation)

Andrew Linklater (Community Member, Fort Albany First Nation)

Dwight Sutherland (Former Chief, Taykwa Tagamou First Nation)

With respect to the two vacancies, it is not up to FNEI to fill these positions.  They can be filled 
by Fort Albany Power Corporation and Moose Cree First Nation whenever they wish. 

(b) FNEI is not affiliated with Attawapiskat Power Corporation, Fort Albany Power 
Corporation or Kashechewan Power Corporation.  The issue of there being an affiliate 
relationship among these entities has recently arisen in other Board proceedings.  A copy of the 
correspondence relating thereto (including FNEI’s position) is attached.  
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BY E-MAIL AND PRIORITY POST 

Joe Gaboury 
Chief Executive Officer 
Five Nations Energy Inc. 
P.O. Box 370 
Moose Factory, ON 
POL 1wo 

Dear Mr. Gaboury: 

Re: Compliance with Electricitv Reoortincl and Record Keeping Requirements 

Under the terms for condition of licence, all electricity transmitters that are licensed by 
the Board under Part V of the Ontario Energy Board Act, 1998 are required to comply 
with the Electricity Reporting and Record Keeping Requirements (RRR). The RRR 
came into force on July 1, 2005. 

There are the following requirements under RRR related to electricity transmitters: 

1. RRR 3.1 .I - DeferralNariance account balances: A transmitter shall provide in 
the form and manner required by the Board, quarterly, on the last day of the 
month following the quarter end, balances of all deferrallvariance accounts, their 
related sub-accounts and associated information. 

2. RRR 3.1.2 - Affiliated arrangements and transactions: A transmitter shall 
provide in the form and manner required by the Board, annually, by April 30, 
information on affiliate arrangements and transactions for the preceding calendar 
year. 

3. RRR 3.2 - Certification 

I understand that FNEl did not have any deferral and variance account balances since 
its last electricity transmission rate proceeding in 2002 (RP-2001-0036) to report to the 
Board. However, it would be helpful if FNEl makes a short statement in each of its 



filings, cor~firmiqg that it does not have deferral and variance account balances to 
report. In the future, FNEl will be required to report all deferral and variance account 
balances if the Board issues an accounting order to FNEl to track various regulatory 
costs. 

I also note that FNEl has been reporting zero balances for the RRR 3.1.2 and provided 
no information under RRR 3.2. However, I understand that FNEl purchases services 
from the three First Nation distributors and the transactions are being reported in the 
FNElls Financial Statements. Therefore, FNEl is required to provide RRR 3.1.2 and 
RRR 3.2 filings for all its affiliates. 

As discussed in our recent telephone conversation, we would like FNEl to take the 
necessary action steps in fulfilling its regulatory obligations related to the RRR filings. 
Please provide Regulatory Audit and Accounting with an action plan by May 10, 2010 
which outlines the activities and associated timelines that FNEl will undertake in filing its 
RRR with the Board. 

I realize that FNEl filed its final 2010 transmission rate application with the Board on 
February 25, 2010 (EB-2009-0387). Since matters associated with FNElls RRR non- 
filing could become an issue before the Board, I suggest that FNEl take a proactive role 
and voluntarily file this letter as well as its response action plan with the Board, 
simultaneously with the EB-2009-0387 rate proceeding. 

I have included the links below to provide further information regarding RRR filings. 

htt~:llwww.oeb.~ov.on.calOEB/ Documentsle-Filinalelectricitv rrr.pdf 

Please do not hesitate to contact me at 416-440-7614 if you require further information. 

Yours truly, 

Daria Babaie, P. Eng., CMA 
Manager, Regulatory Audit & Accounting 
Phone: (41 6) 440-7614 
Fax: (416) 440-7656 

Cc: Viive Sawler, Manager, Conservation & Reporting - Ontario Energy Board 
David Richmond, Manager, Electricity Facilities & Infrastructure - Ontario Energy Board 
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Toronto, May 17, 2010 

Daria Babaie 
Manager, Regulatory Audit & Accounting 
Ontario Energy Board 
Suite 2700 
2300 Yonge Street 
Toronto ON M4P 1 E4 

Dear Mr. Babaie: 

RE: Compliance with Electricity Reporting and 
Recording Keeping Requirements ("RRR") 

We are counsel to Five Nations Energy Inc. ("FNEI"), and are responding to your letter to Mr. 
Joe Gaboury of April 9,2010 in respect of the above-noted matter. 

Your letter sets out three requirements (numbered, on the first page of your letter) that the Board 
believes FNEI is not currently meeting. The purpose of this letter is to clarify those 
requirements. 

The first requirement is to provide the Board with the balances of all deferraljvariance accounts, 
their related sub-accounts and associated information (RRR 3.1.1). As the Board is aware, FNEI 
has never had any deferral or variance accounts in the history of its operations. However, your 
letter indicates that it would be helphl to the Board if FNEI confirms that it continues to have no 
deferral or variance accounts each time it makes a RRR filing. FNEI will make this statement 
going forward. 

With respect to the second and third requirements noted in your letter, they both deal with 
requirements triggered by the Affiliate Relationships Code. Your letter indicates that the Board 
may consider the three First Nation-owned distributors in the James Bay region (namely, 
Attawapiskat Power Corporation ("APC"), Fort Albany Power Corporation ("FAPC"), or 
Kashechewan Power Corporation ("KPC")) to be affiliates. None of these four entities (i.e., 
FNEI, APC, FAPC or KPC) are affiliated with one another. 
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The definition of "affiliate" adopted by the Board in its Affiliate Relationships Code for 
Electricity Distributors and Transmitters ("ARC") is the definition of "affiliate" utilized in the 
Business Corporations Act (Ontario) ("OBCA"). An "affiliate" in the OBCA means an affiliated 
body corporate as set out in subsection l(4) of the OBCA. 

Subsection l(4) of the OBCA states that "[flor the purposes of this Act, one body corporate shall 
be deemed to be affiliated with another body corporate if, but only if, one of them is the 
subsidiary of the other or both are subsidiaries of the same body corporate or each of them is 
controlled by the same person." Thus, there are three ways in which two corporate entities may 
be affiliated for the purposes of the OBCA (and in turn, the ARC): 

if the two entities are in a parent-subsidiary relationship; 

if the two entities are "sister corporations" (i.e., have a common parent); or, 

if the two entities are "controlled" by the same person. 

Each of these is discussed in turn. 

Is FNEI in a Parent-Subsidiary Relationship with APC, FAPC or KPC? 

The OBCA provides guidance in order to determine whether two entities are in a parent- 
subsidiary relationship. Subsection l(2) of the OBCA states that: 

. . . a body corporate shall be deemed to be a subsidiary of another body 
corporate if, but only if: 
(a) it is controlled by, 

(i) that other, or 
(ii) that other and one or more bodies corporate each of which is 
controlled by that other, or 
(iii) two or more bodies corporate each of which is controlled by 
that other; or 

(b) it is a subsidiary of a body corporate that is that other's subsidiary. 
(emphasis mine) 

Paragraph (b) of subsection l(2) is clearly not applicable. With respect to paragraph (a), the 
determination to be made is whether FNEI is directly or indirectly controlled by either APC, 
FAPC or KPC. Here, the OBCA is again very prescriptive. Subsection l(5) of the OBCA states 
that: 
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... a body corporate shall be deemed to be controlled by another person 
or by two or more bodies corporate if, but only if, 

(a) voting securities of the first-mentioned body corporate carrying more 
than 50 per cent of the votes for the election of directors are held, other 
than by way of security only, by or for the benefit of such other person or 
by or for the benefit of such other bodies corporate; and 

(b) the votes carried by such securities are sufficient, if exercised, to elect 
a majority of the board of directors of the first-mentioned body corporate. 

This is a two-fold "control in law" test, requiring both majority share ownership and also the 
right to elect a majority of the board of directors. The first branch of the test is a simple test and 
requires ownership of more than 50.1% of the voting securities. The second branch of the test is 
required to deal with the factual situation where cumulative voting for the election of the board of 
directors is permitted by the articles pursuant to section 120 of the OBCA. 

Thus, the term "control" turns on the parent (directly or indirectly) having the ability to elect a 
majority of the board of directors. Neither APC, FAPC or KPC have the ability to elect a 
majority of FNEI's Board of Directors. Consequently, none of the three First Nation-owned 
distributors control FNEI, and therefore none are in a parent-subsidiary relationship with FNEI. 

Is FNEI a sister corporation with any of APC, FAPC or KPC? 

APC, FAPC and KPC are the three "members" of FNEI. Members are akin to shareholders, but 
because FNEI is a non-share capital corporation, it has members and not shareholders. Clearly, 
FNEI is not a sister corporation with any of APC, FAPC or KPC. 

Is FNEI controlled by the same person as either APC, FAPC or KPC? 

As noted above, "control" has a specific meaning. Each of the three distributors are "controlled" 
by their respective Chief and Council. None of the three Chiefs and Council can individually 
control FNEI. Consequently, FNEI is not controlled by the same person as either APC, FAPC or 
KPC. Indeed, FNEI has no controlling entity. 

It is clear from the legislation (which is explicitly incorporated into the ARC), that FNEI is not an 
affiliated entity with APC, FAPC or KPC. 

Your letter notes that transactions between FNEI on the one hand and the three distributors on the 
other hand nevertheless are disclosed in FNEI's financial statements. This is true. However, the 
standards governing disclosure of "related party transactions" as set out in the Canadian Institute 
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of Chartered Accountants ("CICA") Handbook are different. The definition of "related parties" 
in the CICA Handbook (Section 3840) is as follows: 

Related parties exist when one party has the ability to exercise, directly 
or indirectly, control, joint control or significant influence over the other. 
Two or more parties are related when they are subject to common 
control, joint control or common significant influence. Related parties 
also include management and immediate family members. 

Thus, for accounting purposes, "related parties" encompass much more than affiliates within the 
meaning of the OBCA, including concepts of "joint control", "common significant influence" 
and "management". For that reason, transactions between FNEI and the distributors are 
appropriately reflected in FNEI's financial statements. However, reporting in accordance with 
CICA standards does not make the relationship between FNEI and the distributors an affiliate 
relationship. That is governed by the ARC, which as pointed out above relies upon the OBCA. 

For all of the above reasons, FNEI is not subject to the ARC in respect of its transactions with 
APC, FAPC or KPC, and is therefore not obliged to report or certify under sections 3.1.2 or 3.2 
of the RRR. 

Because this issue has arisen not only in your letter of April 9, 2010 but also in FNEI's current 
rate proceeding (EB-2009-0387), FNEI would like to address one further issue. In the context of 
a rate proceeding, FNEI acknowledges that the Board may very well exercise its discretion to 
apply the same level of scrutiny to the transactions between FNEI and the distributors as they 
would to affiliate transactions. This has been the approach of the Board in the past (see EB- 
2005-0544, Transcript of July 24, 2006, pages 80 to 82). In that case, in acting for the applicant 
gas distribution company, I stated that: 

At the end of the day, and I've spoken with Mr. Faye about this, I think it 
has no bearing on this case. They are still related entities. The 
beneficiaries of all of the trusts are common. Certain employees are 
common. So for the purposes of a rate case and your scrutiny, I would 
assume, and I think Mr. Faye agrees, that you're going to apply the same 
level of scrutiny to these transactions among these related parties as if 
they were affiliates. They're not arm's-length. 

I was refemng there to a transaction between the gas distribution company and a related 
company that technically was not an affiliate. The Board did go on in that proceeding to closely 
examine the commercial relationship between those two entities, and even impose a specific 
methodology to govern the pricing for the sale of gas between the two entities. 
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Thus, FNEI understands that the Board will (in FNEI's rate case) likely look more closely at 
FNEI's dealings with APC, FAPC and KPC than FNEI's dealings with other parties. That 
having been said, the "affiliate" definition is a meaningful one. Two parties that are "affiliates" 
within the meaning of the ARC, because they are under common control, could easily enter into 
an uneconomic commercial arrangement. That is not necessarily the case with parties that are 
merely related, but not affiliates. For example, KPC cannot demand a contract from FNEI at 
whatever terms it wishes because KPC does not have sufficient control (i.e., majority of Board 
appointees) to approve such a transaction. In fact, KPC has at most a 33% interest in FNEI. That 
is different than if KPC was truly an affiliate of FNEI (i.e., if KPC could elect the majority of 
FNEI's directors). If that were the case, KPC could direct its elected FNEI directors to enter into 
a contract with KPC on terms dictated by KPC. In summary, because FNEI has three members, 
it has no entity that truly controls it, and therefore has no affiliates. 

However, because FNEI expects that these transactions will be scrutinized by the Board in its 
current rate case, we can advise that these transactions are of two types: (a) the purchase of 
electricity by FNEI from each of the LDCs; and (b) the purchase of services from each of the 
LDCs. With respect to the latter, FNEI utilizes the power line maintainers of the LDCs when 
doing maintenance on the transmission line, and also use LDC staff to perform routine 
maintenance checks for FNEI. FNEI does not have any full time power line maintainers located 
in the three communities, and given the remote location and costly travel in the region, use of 
LDC staff is by far the most economical way for FNEI to have this work completed. The work is 
done on an "as needed" basis. There is no formal contract between FNEI and any of the LDCs. 
FNEI is currently contemplating putting contracts in place not because of any ARC requirement 
(because as pointed out above, these transactions are not subject to ARC) but rather to clearly 
delineate responsibility and liability for work carried out. Since January 1, 2006, the amount 
paid to each LDC for these services has been as follows: 

Attawapiskat Power Corporation = $12 1,795.64 

Fort Albany Power Corporation = $1 1 1,853.68 

Kashechewan Power Corporation = $249,685.1 1 

Please note that in order to complete the record, this letter will be filed by FNEI in response to 
Board Staff Information Request l(b) in FNEI's current rate proceeding (EB-2009-0387). 
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Page 6 

I trust this clarifies the issue. 

Yours very truly, %)&y 
Richar King 

cc. Viive Sawler, Ontario Energy Board 
David Richmond, Ontario Energy Board 
Mary Anne Aldred, Ontario Energy Board 
Joe Gaboury, Five Nations Energy Inc. 
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2. Ref: Ex 1/T1/S13 – Insurance Reserve

(a) At page 3, FNEI states that the quantum of the Insurance Reserve was determined 
by a credit agreement between Manulife Financial Corp. and Pacific Western Bank of 
Canada. Please provide the terms and conditions agreed to between FNEI and its lenders 
with respect to operation and design of the insurance reserve.  

(b) How was the upper limit for the Insurance Reserve determined? Please describe the 
methodology. Please also confirm that FNEI is not proposing an increase to the Insurance 
Reserve in 2010.

(c) The Insurance Reserve is reflected in FNEI’s financial statements as 
“RESTRICTED DEPOSITS”. From an accounting point of view and from a reserve design 
perspective, please provide FNEIs understanding of “restricted” deposits.  

(d) Does FNEI have a reserve policy that outlines the process that is to be followed 
when funds are withdrawn from the Insurance Reserve? Please provide the policy. If such 
a policy is not available, please describe the process that is used. 

(e) Please provide the schedule of payments to the Insurance Reserve, from 2002 to 
2007. 

(f) Were there any withdrawals from the Insurance Reserve between 2002-2009? Please 
identify the withdrawals, if any, and the reason for the withdrawals. In your response, 
please identify the instances, when the withdrawals from the Insurance Reserve were used 
to fund initiatives that were not directly related to an insurance matter. 

RESPONSE

(a) Section 6.01 of the Credit Agreement between FNEI and Manulife/Pacific & Western 
dated November 15,2 006 states that: 

The Borrower hereby covenants and agrees with the Lenders that it will:

…

(k)  obtain from financially responsible insurance companies satisfactory 
to the Lenders and maintain liability insurance, all-risks property 
insurance on a replacement cost basis and insurance in respect of such 
other risks as the Lenders may reasonably require from time to time or 
self-insure with respect to such risks supported at all times by, subject to 
section 6.91(l), a minimum of $4,000,000 in the Insurance Reserve 
Account; all of which policies of insurance or self-insurance 
arrangements shall be upon terms and conditions satisfactory to the 
Lenders; and the interest of the Lenders shall be noted as first mortgagee 
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or loss payee on any such policies (except liability insurance); and the 
Lenders shall be named as additional insureds under any such liability 
insurance policies; and the Lenders shall be provided with certificates of 
insurance and certified copies of any such policies from time to time 
upon request; 

(l)  the Lenders acknowledge that the balance in the Insurance Reserve 
Account as at the Closing Date will be an amount less than $4,000,000 
but greater than $3,657,000; which balance the Borrower agrees shall 
increase monthly and reach $4,000,000 no later than April 1, 2007; and 
the parties hereto agree that in the event of a casualty even involving any 
of the Project Assets (which, for greater certainty, does not include 
regular maintenance and repair) which the Borrower is not able to pay 
for through its operating budget, the Borrower shall be entitled to 
withdraw funds from the Insurance Reserve Account to deal with the 
costs of such casualty event without breaching the requirement to 
maintain a minimum balance of $4,000,000 in the Insurance Reserve 
Account; provided that in any such event, and to the extent the balance in 
the Insurance Reserve Account is then less than $4,000,000, the 
Borrower shall (i) only use such funds to pay the costs associated with 
such casualty event, (ii) provide the Lenders with copies of invoices 
supporting such expenditures together with a reconciliation statement 
with respect to the balance in the Insurance Reserve Account and an 
explanation of the costs incurred (which the Borrower shall include with 
its quarterly compliance certificate delivered pursuant to Section 
6.04(b)), (iii) thereafter deposit to the Insurance Reserve Account any 
Net Cash Flow until such time as the balance of $4,000,000 has been 
restored, and (iv) until the balance with its quarterly compliance 
certificate delivered to the Lenders pursuant to Section 6.04(b), a 
reconciliation statement setting out the amount of Net Cash Flow 
achieved during the fiscal quarter covered by such compliance 
certificate; and provide, further that the Borrower agrees that it shall only 
be permitted (in addition to simply leaving funds on deposit in the 
Insurance Reserve Account) to invest funds in the Insurance Reserve 
Account in the following instruments:  

(i) in short to medium term investments with a term to 
maturity not exceeding 90 days, issued by a bank listed 
on Schedule 1 to the Bank Act (Canada) with at least a 
“R-1 (mid)” short term debt rating by Dominion Bond 
Rating Services Limited; or 

(ii) in bankers’ acceptances having a term to maturity not 
exceeding 90 days with a bank listed on Schedule 1 to 
the Bank Act (Canada) with at least a “R-1 (mid)” short 
term debt rating by Dominion Bond Rating Services 
Limited; or 
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(iii) in short or medium term investments with a term to 
maturity not exceeding 90 days, issued or guaranteed by 
the Government of Canada or by any Province of 
Canada with at least a “R-1 (mid)” short term debt rating 
by Dominion Bond Rating Services Limited.

(b) The upper limit of $4 million was established by the lenders.  FNEI does not know of any 
specific methodology utilized by the lenders but understood it to be based on the lenders’ 
assessment of exposure to loss due to weather and other incidents.  The definition of “Insurance 
Reserve Account” in the Credit Agreement refers to a specific bank account established “for 
purposes of maintaining insurance reserves in an amount sufficient to meet maximum probable 
claims under its self-insurance program.”  FNEI’s prior credit agreement with Bank of Montreal 
and Pacific & Western required a $5 million insurance reserve. 

(c) The Insurance Reserve is identified as “Restricted Deposits” because FNEI’s ability to 
withdraw funds from the account is restricted by the Credit Agreement terms (see excerpt of 
Section 6.01(l) of the Credit Agreement reproduced in the response to (a) above). 

(d) There is no formal policy.  Section 6.01(l) of the Credit Agreement sets out how funds in 
the Insurance Reserve may be accessed.  

(e) Please see attached. 

(f) No.  



Five Nations Energy Inc. 
Schedule of Contributions to Insurance Reserve Fund 

Date Description 
To reallocate term deposit 

to reallocate Term deposits 

To acrrue Interest on term deposits 

To adjust accrued interest 

To adjust interest accrual on term depo 

To reallocate accrued interest 

To adjust insurance reserve 

to adjust insurance reserve to proper b 

To record monthly contribution reserve 

To record monthly contribution reserve 

To record monthly contribution reserve 

To record monthly contribution reserve 

To record monthly contribution reserve 

To record monthly contribution reserve 

To record monthly contribution reserve 

To record monthly contribution reserve 

To record monthly appropriation to rese 

To record monthly appropriation to rese 

To record allocation to reserve 

To record allocation to reserve 

To record allocation to reserve 

To record monthly contribution reserve 

To record monthly contribution reserve 

To record monthly contribution reserve 

To rewrd monthly contribution reserve 

To record monthly contribution reserve 

To rewrd monthly contribution reserve 

To record monthly contribution reserve 

To record monthly contribution reserve 

To record monthly contribution reserve 

Amount Balance 
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3. Ref: Ex 1/T1/S13/p. 6 – Operating & Capital Reserves & Ex 1/T1/S15 - Financial 
Policies and Procedures

Preamble:  At page 6, FNEI states – “Amounts required for capital projects and 
unbudgeted operating requirements can be somewhat unpredictable, due to new 
customers, new regulatory requirements and unanticipated revenue declines. For these 
reasons FNEI does not support any caps (i.e. upper limits) for the Capital Reserve or 
Operating Reserve (as it does for the Insurance Reserve)”.  

(a) Given that FNEI is not forecasting any new customers or loss of an existing 
customer, please elaborate why a cap for the Operating Reserve and Capital Reserve is not 
appropriate?

(b) Section 6.1.2 of FNEI’s Financial Policies and Procedures states, “The maximum 
amount in the Operating Reserve shall be reviewed annually with the amount to be 
recommended by the Finance and Human Resources Committee and approved by the 
Board of Directors.” While no limit for the Operating Reserve is proposed, it appears that 
a maximum amount in the Operating Reserve is determined, albeit internally by the 
Company.  Please provide the maximum limit for the Operating Reserve in 2010, as 
determined by the review under section 6.1.2. 

RESPONSE

(a)  The Board’s direction to establish such reserves is contained in FNEI’s only previous rate 
application decision, at a time when FNEI was in the process of coming into commercial 
operation.  FNEI’s application to the Board that gave rise to the decision was novel not only 
because FNEI’s assets were not in operation when the application was made (i.e., there was no 
operational or financial history for FNEI’s system), but also because the Board had not 
previously regulated a non-profit utility.  Since FNEI’s original decision, FNEI has had several 
years of operational experience and has carried out extensive capital expenditures to both 
connect a large customer and created needed redundancy in its system.  Based on this operational 
experience, it is FNEI’s position that a Capital Reserve and in particular an Operating Reserve 
(with prescriptive rules as to caps, disbursement conditions, and fund transfer conditions) is of 
limited utility.  The reasons are explained below, but it turns primarily on the need for a utility to 
flexibly meet their ongoing requirements.

From time to time, like any other utility, FNEI needs to access funds for operating and capital 
needs.  Sometimes these are predictable and planned, but sometimes they are unplanned.  For 
those unplanned requirements in particular, FNEI will use its funds on hand and credit to meet 
those requirements in the most appropriate manner.  It seems unduly cumbersome to require 
FNEI to: (a) have dollars ear-marked solely for operational needs (with some sort of definition as 
to what these operational needs are); (b) have other dollars solely for capital needs (again, with 
some sort of definition as to what these capital needs are); and (c) a policy governing when and 
under what conditions funds might be transferred between the Capital Reserve and Operating 
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Reserve.  FNEI’s revenue requirement has been (and always will be) set at a level that results in 
just and reasonable rates.  That generates funds that FNEI uses to operate and maintain its 
system.  FNEI’s capital expenditures will always be subject to scrutiny on a prudence basis for 
proper inclusion in rate base.  FNEI’s historic operating expenditures will similarly undergo 
scrutiny at each cost of service application made by FNEI.  So any Capital Reserve and 
Operating Reserve requirements would not serve any purpose in terms of bringing discipline to 
FNEI’s operational or capital spending.  However, such rules might place undue restrictions on 
FNEI’s use of the funds that might not be apparent when established.  For the past several years, 
FNEI has shown its unappropriated equity in its financial statements as an operating fund.  At the 
end of every calendar year, FNEI transfers the annual income to the Capital Reserve.  This 
approach has worked to date for FNEI.

In terms of a cap on FNEI’s Capital and Operating Reserve, it is also FNEI’s position that caps 
would serve no purpose.  There are a couple of reasons for this: (a) the flexibility issue noted 
above; and (b) the fact that FNEI may wish to spend money in accordance with its corporate 
objectives (i.e., not on operational or capital requirements).  With respect to the first reason, there 
may be times when a major capital expenditure is planned and establishment of a cap would 
require FNEI to carry out a project in a manner that FNEI believes is less than optimal.  
Although the interrogatory above notes that no new customers is anticipated by FNEI, it is not 
always possible to predict.  When FNEI’s system was being brought into commercial operation, 
it did not know that a short time later a new customer would need to be connected that would 
require major system reinforcement.  There is a general sense that with the region now connected 
to the grid, an existing diamond mine in the region and an increase in wind power potential in the 
region, the region may see more development than it has historically.  With respect to the second 
reason, FNEI is not restricted from spending money to fulfil its corporate objectives (i.e., using 
its excess funds for the purposes set out in its Letters Patent).  While other utilities have profit as 
their corporate purpose (which means that they use these excess funds to pay dividends to their 
shareholders), FNEI has different corporate purposes (as set out in Exhibit 1, Tab 1, Schedule 13, 
Page 7 of 12) which related to promoting the social, economic and civic welfare and 
development of the three First Nation communities in the region.  It is entirely appropriate (and 
indeed the purpose of FNEI’s existence) for FNEI to seek to fulfil those corporate purposes.  The 
creation of a Capital Reserve and Operating Reserve with a cap implies that either: (a) there 
should be no other use of FNEI funds (for these other corporate purposes); or (b) FNEI should 
not utilize such funds for these corporate purposes until such time as the Capital Reserve and 
Operating Reserve are fully funded.  Neither of these positions can be correct.  Other utilities are 
not similarly restricted.  The Board scrutinizes dividend payments by utilities to ensure that the 
size of the dividend does not compromise the utility (e.g., resulting in expensive borrowing) at 
the expense of the ratepayer.  FNEI would expect the Board to similarly scrutinize FNEI’s 
spending on non-operational and capital spending.

To FNEI’s knowledge, other Ontario rate-regulated utilities do not have any capped capital 
reserve or operating reserve accounts.
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(b) Consistent with its position on the Capital Reserve and Operating Reserve, FNEI has not 
established an upper limit on its Operating Reserve as contemplated by Section 6.1.2 of FNEI’s 
Financial Policies and Procedures.  FNEI plans to delete this Section.  Moreover, the practice 
that FNEI has followed about accumulating unappropriated equity in an Operating Fund and 
transferring it at year-end to a Capital Reserve makes the establishment of a cap on the Operating 
unnecessary.
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4. Ref: Ex 1/T1/S13 – Operating & Capital Reserves 

(a) Please provide FNEI’s Operating and Capital Reserve policy.  If a such a policy has 
not been developed, please provide the following:

(i) Please identify if FNEI utilizes its annual business planning and budgeting 
process to review, establish, and monitor the level for its operating and capital 
reserves. If yes, please provide evidence and information regarding that process. If 
not, please describe what mechanism FNEI uses for monitoring and establishing 
various reserve levels.

(ii) Please describe in detail, what are the internal control mechanisms with 
respect to the transfer of funds from one reserve category to another category? 

(iii) What triggers a transfer from one reserve category to another reserve 
category?

(iv) Who approves the transfer from one reserve category to another reserve 
category? In your response, please describe the review and approval process. 

(v) Does FNEI’s management acquire approval from its Board of Directors for 
transfer of funds from one reserve category to another reserve category? If no such 
approval is required, what involvement does the FNEI’s Board of Directors have in 
relation to the management of the operating and capital reserves?

(b) Please provide a description of the accounting mechanism and the specific accounts 
used by FNEI to record, track and monitor amounts in the proposed reserves? 

RESPONSE

Please see response to Board Staff IR 3.
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5. Ref: Ex 1/T1/S13 – Operating & Capital Reserves 

(a) At page 4 of Exhibit 1, Tab 1, Schedule 13, lines 1 to 3, FNEI states, “The amount in 
the Capital Reserve represents the equity set aside for future capital expenditures.  The 
balance of the Capital Reserve is expected to be nil at December 31, 2009”. Please explain 
the reasons for the above approach. In your response, please explain why the balance in the 
reserve was expected to be nil at December 31, 2009. 

(b) At page 4 of Exhibit 1, Tab 1, Schedule 13, lines 7, FNEI states that “Thus, the 
Operating Fund and Capital Reserve are linked (in the current earnings are held in the 
Operating Fund in any current year, and then transferred at year’s end)…”.  

(i) FNEI has used the terms “Fund” and “Reserve” in its evidence. These terms 
are also used in the financial statements. Please provide the definition of “Operating 
Fund” and “Operating Reserve. In your response, please elaborate on how the two 
are distinguished and highlight the different characteristics of each. 

(ii) Why are the “Operating Fund” and “Capital Reserve” linked? In your 
response, please also explain why such an approach is appropriate and the rationale 
for this approach. 

(iii) When transferring funds from the “Operating Fund” to the “Capital 
Reserve”, does FNEI transfer partial amounts or full amounts?  What are the 
decision criteria for the transfer? If FNEI transfers the partial amount from 
“Operating Fund” to “Operating Reserve” at the year-end, why is a partial amount 
transferred and how is the remaining amount used?

(iv) If FNEI transfers the full amount from “Operating Fund” to “Operating 
Reserve”, then why did FNEI create an “Operating Fund”? Why doesn’t FNEI 
transfer the amounts directly to the “Capital Reserve”?

(v) For the period 2002 to 2009, please provide a schedule that shows, the 
transfer of funds to and from the Capital Reserve and Operating Reserve. 

(c) At page 5 of Exhibit 1, Tab 1, Schedule 13, lines 11 to 13, FNEI states that “Now 
that the Insurance Reserve is fully funded, FNEI will start to build up its Capital Reserve 
and Operating Fund”

(i) What is the purpose for building the Capital and Operating Reserve? 

(ii) What is FNEI’s schedule/plan for building these reserves in 2010 and 
beyond? Please provide a schedule that shows the amounts and the associated 
timelines (i.e., over what period this would take place)? If such a plan is not 
available, please provide a reasonable estimate for the purposes of completing this 
interrogatory.
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(d) At page 5 of Exhibit 1, Tab 1, Schedule 13, lines 16 to 17, FNEI states that 
“Obviously, if funds in the Insurance Reserve need to be used to repair FNEI system, FNEI 
will immediately replenish the Insurance Reserve out of whatever funds are available in the 
Operating Fund or Capital Reserve”.  Please elaborate how this process would work. 

(e) At page 6 of Exhibit 1, Tab 1, Schedule 13, lines 1 to 5, FNEI states, “FNEI does not 
propose to set any “caps” (i.e., upper limits) for the Capital Reserve or Operating Fund (as 
it does for the Insurance Reserve). Amounts required for capital projects and unbudgeted 
operating requirements can be somewhat unpredictable (e.g. new customers, new 
regulatory requirements, unanticipated revenue declines, etc.) and require a more dynamic 
approach to management of funds set aside for these purposes”.  

(i) What is FNEI’s understanding of the use of Reserves in relation to dealing 
with “unpredictable” or “extraordinary” events?

(ii) Please explain the statement “a more dynamic approach to management of 
funds set aside for these purposes”. In your response, please elaborate on the types 
of activities that FNEI proposes to uses the Reserves for.

(iii) Does FNEI believe that “funds can be set aside for these purposes” or not? If 
not, why not?

(iv) If FNEI believes that funds cannot be set aside for these purposes, does FNEI 
accept that the fact that the planning for setting aside funds for various purposes is 
a dynamic process and may not necessarily result in the desired outcome given the 
reality of the business environment and challenging nature of planning under 
uncertainties? 

(f) If planning under uncertainties is a challenge for any management of an 
organization and management still needs to do planning based on its best knowledge of the 
business environment and its planned assumptions, why does FNEI believe that it is not 
appropriate to set “upper limits” for the Capital Reserve and Operating Reserve”?  

RESPONSE

Please see (generally) the response to Board Staff IR 3.

(a) By its very nature, a reserve account cannot be negative.  The year 2009 was unique in that an 
amount exceeding net income was transferred to the Capital Reserve in order to eliminate the 
deficit in that reserve (which was caused primarily by capital improvements in excess of the 
amounts financed).  It is a reserve, by its very nature a reserve cannot be negative. How can one 
set aside negative equity for future.

(b)(i) The following definitions are taken from FNEI’s Financial Statements (Note 1(e)): 
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The corporation uses fund accounting procedures which result in a self-
balancing set of accounts for each fund established by legal, contractual 
or voluntary actions. Funds are maintained as follows:

OPERATING FUND - reports on the general transmission activities of 
the corporation.

INSURANCE RESERVE FUND - reports on the appropriated retained 
earnings set aside for damages to poles, fixtures, overhead conductors 
and devices.

CAPITAL RESERVE - reports on the appropriated retained earnings set 
aside for future capital improvements. The corporation's policy is to 
appropriate all operating profits to the capital reserve on an annual basis.

CAPITAL FUND - reports on the capital assets of the corporation, 
together with related financing.

(b)(ii)  They are not linked except to the extent that the combination of the total equity must 
balance the statement of financial position (as per normal).  The Operating Fund and the Capital 
Reserve represent residual equity with the Operating Fund representing unappropriated equity, 
and the Capital Reserve representing residual equity set aside for future capital expansion.

(b)(iii) Almost since FNEI began operations, FNEI has transferred any surplus from operations 
to the Capital Reserve in anticipation of substantial upgrades to its system. (As noted in the 
response to Board Staff IR 3, the year 2009 was an exception in that an amount exceeding net 
income was transferred to the Capital Reserve in order to eliminate the deficit in that Reserve). 

FNEI started appropriating equity into the Capital Reserve in 2004.  In that year, only the 
residual net income for 2004 was put in the Capital Reserve (i.e., income not otherwise 
appropriated to the Insurance Reserve and the Capital Fund).  This was also done in 2005, 
however, the appropriation to the Capital Reserve also included the accumulated Operating Fund 
equity from prior to 2004 bringing the Operating Fund balance to nil at December 31, 2005. 
From 2006 to 2008, all residual net income for the year was appropriated to the Capital Reserve 
on December 31st of those years.  In 2009, as a result of a deficit in the Capital Reserve, the 
amount appropriated to the Capital Reserve exceeded the residual income in order to eliminate 
the Capital Reserve deficit and bring the Capital Reserve balance to nil.

In 2007, the Capital Reserve was divided into 2 components. It was felt the use of the term 
Capital Reserve was somewhat of a misnomer since it implied the equity in the reserve was 
available for future capital expansion when in reality a significant portion had already been 
invested in capital assets.  The Capital Fund was created to report the capital assets net of related 
financing with the balance becoming the Capital Reserve. The attachments to Board Staff IR 
5(b)(v) details the transfers between the various equity accounts from 2002 to 2009 and details 
the Capital Fund and the transactions therein for the same period. The schedules have been
prepared retroactively to assume that the Capital Fund has existed since prior to 2002.
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(b)(iv) The Operating Fund represents unappropriated retained earnings -- an account within the 
uniform system of accounts.  From an accounting perspective, there is no reason that the transfer 
could not be made every quarter.

(b)(v)  Please see attached.  

(c)(i) and (ii)  Please see response to Board Staff IR 3.

(d)  Please see response to Board Staff IR 2(a) and (d).  This is governed by the Credit 
Agreement.  

(e)(i) through (iv)  Please see response to Board Staff IR 3.

(f)  Please see response to Board Staff IR 3.



Five Nation Enernv Inc. 
Continuitv of Utilitv Eauitv (Retroactivelv restated to  include Capital Fund] 
For the vears December 31,2002 to 2009 

Operating Capital Capital Insurance Total 

Fund Reserve Fund (11 Reserve Fund Eauitv 

2001 ending balance 
2002 net income 
2002 capital fund transactions (1) 
2002 ending balance 
2003 net income 
2003 capital fund transactions (1) 
2003 insurance reserve requirement 
2003 ending balance 
2004 net income 
2004 capital fund transactions (1) 
2004 insurance reserve requirement 
2004 appropriation to capital reserve (3) 
2004 ending balance 
2005 net income 
2005 capital fund transactions (1) 
2005 insurance reserve requirement 
2005 appropriation to capital reserve (3) 
2005 ending balance 
2006 net income 
2006 capital fund transactions (1) 
2006 insurance reserve requirement 
2006 appropriation to capital reserve (3) 
2006 ending balance 
2007 net income (2) 
2007 capital fund transactions (1, 2) 
2007 insurance reserve requirement 
2007 appropriation to capital reserve (2) 
2007 ending balance 
2008 net income (2) 
2008 capital fund transactions (1, 2) 
2008 appropriation to capital reserve (2) 
2008 ending balance 
2009 net income 
2009 capital fund transactions (1) 
2009 appropriation to capital reserve 
2009 ending balance 

Note 1 - See continuity of capital fund schedule attached. The capital fund was not reported prior to 2007. 
Note 2 - 2007 and 2008 figures restated to reflect retroactive capitalization of interest on fibre optic project. 
Note 3 - Amount of appropriation per the financial statements includes capital fund transactions. 



Five Nation E n e m  Inc. 
Continuitv of Capital Fund 
For the vears ended December 31.2002 t o  2009 

2001 (1) 2002 (1) 2003 (11 2004 (1) 2005 (1) 2007 (2) 2008 (2) - 2009 2006 (1) 
Capital assets 34,855,820 20,991,082 12,726,156 9,518,982 9,784,743 13,439,081 17,845,345 27,070,485 28,607,299 
LTD - Current (6,750,715) (4,732,585) (3,848,283) (448,311) (725,938) (245,000) (600,422) (1,229,097) (324,176) 
LTD - Long term (24,441,326) (12,840,711) (8,993,078) (7,044,767) (6,318,828) (6,132,316) (8,052,178) (13,649,506) (13,550,386) 

3,663,779 3,417,786 (115,205) 2,025,904 2,739,977 7,061,765 9,192,745 12,191,882 14,732,737 

Balance - Beginning of year 
Capital asset additions 
Proceeds of disposal 
Contributions in aid 
Gain (Loss) on disposal 
Amortization 
Proceeds of long term debt 
Repayment of long term debt 
Total capital fund transactions 
Balance - End of year 

Note 1 - Capital fund was not reported prior to 2007. 
Note 2 - 2007 and 2008 figures for capital assets and additions to capital assets restated to reflect capitalization of interest on fibre optic project. 
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6. Ref: Decision with Reasons, EB-2001-0036

Preamble:  The Board in its Decision in FNEI’s last rate case, RP-2001-0036, noted 
that the operating reserve was intended to provide a cushion for unanticipated expenses 
and the capital reserve was intended to create sufficient funds for planned equipment 
replacements. In this application, FNEI argues “…a cap on these reserves implies that 
FNEI cannot use its funds in other ways that are consistent with its corporate objectives 
until such time as these caps have been reached”. 

(a) Given that the operating and capital reserves are for a specific purpose, please 
explain why FNEI believes that it is appropriate to use these reserves for purposes, other 
than those noted by the Board? 

(b) Please explain in what “other ways” FNEI proposes to use these funds. In your 
response, please identify the specific projects/initiatives, the funding needed and the 
associated timelines for these initiatives. 

RESPONSE

As noted in the response to Board Staff IR 3, FNEI should be free to utilize funds to fulfil its 
corporate objectives like any other corporation, provided the use of those funds for non-
operational and non-capital purposes does not compromise the utility at the expense of 
ratepayers.  To date, FNEI has really not used its funds for anything other than for operational or 
capital spending because FNEI has spent significant amount of its funds upgrading its system.
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7. Ref: Decision with Reasons, EB-2005-0233, dated October 14, 2005 

Preamble:  The Board in its Decision in an application by Attawapiskat Power 
Corporation (APC), EB-2005-0233, approved the utility’s request for an operating reserve 
and established a “cap” of $350,000 for that reserve. With respect to the utility’s request 
for a capital reserve, the Board disallowed APC’s request noting that it was “premature to 
establish a capital reserve until the limits and uses were more clearly understood”. 

Given the Board’s Decision in EB-2005-0233, please prepare the following 
scenarios: 

(a) Please provide a reasonable preliminary estimate for the maximum amount of the 
capital reserve required to support FNEI's capital expenditure plan.  Please explain the 
methodology used to calculate the cap and the period over which this reserve will be 
funded. If FNEI does not have a capital plan, please indicate when such a plan will be 
available and complete the interrogatory using reasonable assumptions. 

(b) Please provide a reasonable preliminary estimate for the maximum amount of the 
operating reserve. Please describe the methodology used to calculate the cap and the period 
over which the reserve will be funded. 

RESPONSE

Please see response to Board Staff IR 3.
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8. Ref: Ex 1/T1/S13 – Status of Board Directives

Preamble:  At page 8, FNEI states that “FNEI’s status as non-profit has only two 
implications for the Board’s jurisdiction as it relates to rate regulation: (a) FNEI does not 
pay income tax as long as it remains non-profit, so there is no income tax expense included 
in FNEI’s revenue requirement; ..”1

However, a Non-Profit Organization is not tax exempted automatically by 
maintaining its non-profit status. As stated in FNEI’s decision RP-2001-0036, “the Board is 
aware that a non-profit corporation that accumulates funds that are excess to its current 
expenditures must give careful consideration to maintaining its non-taxable status.”

Income Tax Act 149 (1)(l) provides the listing of the conditions for a NPO to qualify 
for tax-exempt status. The interpretation bulletin number IT-496R issued by CRA which 
interprets the 149 (1) (l) states: “Whether a particular association meets all of the above 
conditions and qualifies under 149 (1) (l) as a tax-exempt NPO is a question of fact that can 
only be determined after we review the purposes and activities of the association.”

Paragraph 9 of IT-496R further states “the amount of accumulated excess income 
considered reasonable in relation to the needs of an association to carry on its non-profit 
activities and goal is a question of fact to be determined with regard to the association’s 
particular circumstance….  Where the present balance of accumulated excess is considered 
excessive or an annual excess is regularly accumulated that is greater than an association’s 
needs to carry on its non-profit activities, it may indicate that the association’s aims are 
two-fold: to earn profits and to carry out its non-profit purposes…In such case, the 
operated exclusively requirement in paragraph 149(1) (l) would not be met.”

(a) Please explain if FNEI has considered maintaining its non-taxable status in the 
context of a non-profit corporation earning excess revenues over its expenditures. If so, 
please provide any evidence including FNEI’s policies, plans or any other documents, 
which supports your consideration of maintaining the non-taxable status. If not, please 
provide your rational why it is not an issue for FNEI. 

RESPONSE

The stated corporate purpose of FNEI has not changed since its inception, and such purposes are 
not profit.  FNEI keeps abreast of tax case law developments in this area, because as noted in the 
excerpt from IT-496R the amount of accumulated excess income considered reasonable in 
relation to the needs of an association to carry on its non-profit activities and goal is a question 
of fact to be determined with regard to the associate’s particular circumstance.  

                                               
1 (b) is not reproduced here because it is not relevant to this IR.
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When sub-section 149(1)(l) is broken down into its essential parts, the following necessary 
conditions must exist before an organization qualifies for exemption:

 the organization cannot be a charity in the opinion of the Minister of Revenue;
 it must be organized exclusively for social welfare, civic improvement, pleasure, 

recreation or any other purpose except profit;
 it must be in fact operated exclusively for those purposes;
 it cannot pay any part of its income (or make its income payable or otherwise available) 

for the personal benefit of any proprietor, member, or shareholder of the organization.

The most relevant cases on this point are: The Canadian Bar Insurance Association v. Her 
Majesty the Queen and Gull Bay Development Corporation v. The Queen.  Both deal with the 
question of whether carrying on a measure of commercial activity makes them for-profit 
organizations.  In the first case, the company had as its state purpose to make insurance plans and 
benefits available to Canadian lawyers (and other persons as the Board of Directors may 
determine from time to time). The Minister of National Revenue issued assessments for four 
years where the company had made a profit.  In issuing those four assessments, the Minister 
assumed that the company was not organized and operated for purposes other than profit.  The 
company appealed the assessments claiming that it was exempt from tax under the provisions of 
paragraph 149(1)(l) of the Income Tax Act (Canada).  In examining the applicable tests, the Tax 
Court relied on an earlier decision which noted that the question was whether the social and 
welfare activities of the organization are a cloak to avoid payment of taxation on a commercial 
enterprise or are its real objectives.  The case of Gull Bay Development Corporation v. The 
Queen dealt with a logging company that provided employment to members of a First Nation. 
The Court noted that the situation for the insurance company was quite different. The company 
did not compete with insurers or brokers, but acted on behalf of a restricted class of consumers. 
The judge went on to say that if the competitive logging operation in Gull Bay did not cause the 
corporation to lose its tax-exempt status, then the non-competitive activities in the commercial 
area of insurance ought not to be regarded as proof of a profit purpose.  The Tax Court then 
quoted from a 1983 Supreme Court of Canada decision (The Regional Assessment Commissioner 
and the Municipal Clerk of the Corporation of the Town of Hearst v. Caisse populaire de Hearst 
Limitée), as follows:  

“...Many community and charitable organizations, relying from time to
time on what would be termed commercial activity to raise funds for the
fulfilment of their objectives, could be classed as businesses by such a 
test. To attach primary importance to the commercial aspect of an 
operation in question will offer, in my opinion, no sure or helpful guide. 
In my view, the commercial activity test is too indefinite to allow 
consistent application. I agree that . . .  all relevant factors regarding
an operation must be considered and weighed. However, they must be 
considered and weighed in order to determine not whether in some 
general sense the operation is of a commercial nature or has certain 
commercial attributes, but whether it has as its preponderant purpose the 
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making of a profit. If it has, it is a business; if it has not, it is not a 
business.”

FNEI is of the view, based on professional advice, that it continues to meet the conditions for tax 
exemption.
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9. Ref: Ex 1/T2/S3 – Methodology & Changes to Methodology

Preamble:  FNEI states, “Certain assets with immediate and ongoing value, such as 
berms and transformer energization projects, are capitalized as they are constructed, 
rather than upon completion of the project”.

(a) What is the rationale for this approach? 

(b) Is FNEI aware of any other utility that has received Board approval for such an 
approach? 

(c) What is the impact on the 2010 rate base if the Board were to disallow FNEI’s 
proposed approach? 

RESPONSE

(a)  For these particular projects, they are useful as they are constructed.  For instance, a berm is 
built from the bottom up, and half a berm is useful (or more useful than no berm).

(b)  No.

(c)  FNEI’s applied-for rate base would be greater because depreciation would have begun later 
in time.
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RATE BASE AND CAPITAL EXPENDITURES

10. Ref: Ex 1/T1/S15 - Financial Policies and Procedures, Section 7.4 & Harmonized 
Sales Tax Impact on OMA

Preamble:  The provincial government has announced plans to harmonize the 
provincial sales tax (PST) with the goods and services tax (GST) effective July 1, 2010 to 
create a harmonized sales tax (HST). Unlike the GST, the PST is included as an OM&A 
expense and is also included in capital expenditures.  If the GST and PST are harmonized, 
corporations would see a reduction in OM&A expenses and capital expenditures. Based on 
the proposed elimination of the PST effective July 1, 2010:

(a) Please confirm that FNEI has not made any adjustments to the capital expenditure 
forecast to reflect the elimination of the 8% provincial sales tax. 

(b) Please provide the estimated costs of the provincial sales tax included in the capital 
expenditure forecast for 2010.

(c) Please provide the amount of provincial sales tax paid by FNEI on capital 
expenditures in each of 2007, 2008 and 2009.

(d) Does FNEI see any reason why the reductions in capital expenditures cannot be 
captured in a variance account? 

RESPONSE

(a)  Confirmed.

(b)  The estimated costs would be minimal because very little capital spending is projected for 
the remainder of 2010.

(c) According to FNEI’s best information, the PST amounts paid on capital expenditures are as 
follows: 

2007 $NIL
2008 $17,814.98
2009 $167,096.41

(d)  No.
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11. Ref: Ex 1/T1/S10/p.1 – Organizational Structure

Preamble:  At line 17 of the above reference, FNEI states that the assets FNEI is 
currently operating that are owned by De Beers Canada will be transferred once certain 
permits to be issued under the Indian Act (Canada) are obtained.

(a) What is the status of this transaction? When does FNEI expect the transfer to be 
completed? 

(b) Are these assets currently in FNEI’s 2010 rate base? 

RESPONSE

(a)  FNEI expects the transfer to be completed soon.  The requisite Band Council Resolutions 
that underpin the subsection 28(2) permit of the Indian Act (Canada) were signed earlier this 
week.  The process now becomes an internal Department of Indian Affairs and Department of
Justice issue. 

(b)  No.  Please note that the assets will not impact FNEI’s rate base because they are being 
transferred at nominal consideration.
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12. Ref: Ex 2/T1/S1/p.1/lines 3-6 & Filing Requirements for Transmission and 
Distribution Applications, May 27, 2009 (Filing Requirements”) 

Preamble:  At the above reference, FNEI states that the methodology used for 
calculating rate base is “… the total of the average of the forecasted opening and closing 
net fixed assets”. However, the schedules provided in Ex 2/T11/S1 for 2010 and other 
historic years suggest that gross assets (and accumulated depreciation) are calculated as an 
average of total assets by month. For example, the Total Asset of $33,226 appears to be an 
average of total monthly asset balance in Ex 2/T11/S2/p.1 and not an average of 2010 
opening and closing balances. 

It also appears that FNEI’s methodology for calculating asset balances and 
accumulated depreciation does not use December closing balance from the past year as the 
opening balance for the following year. For example, the December 2008 Asset balance 
differs from the January 2009 balance. 

(a) Is Board staff’s interpretation of the methodology to calculate total assets, 
accumulated depreciation and the approach used to determine the opening/closing 
balances correct? If staff’s interpretation is incorrect, please clarify the approach used.

(b) Please explain why has FNEI not relied on the approach outlined in Section 2.3 of 
the Filing Requirements (i.e. average of opening and closing balances) to calculate total 
assets and accumulated depreciation? 

(c) In the rate base calculations, please explain why December balances from the prior 
year, were not used as the opening balance for the following year. In your response, please 
also explain why this particular approach was used to estimate rate base, while a different 
approach was used to calculate the depreciation expense.

(d) Please provide a detailed description of the methodology used to calculate Total 
Assets, Accumulated Depreciation and Net Assets.  

(e) How long has FNEI been using this approach?

(f) Please identify other distributors, transmitters or regulated entities that follow this 
approach. 

RESPONSE

(a)  Staff's interpretation of the methodology used to calculate total assets, accumulated 
depreciation and the approach used to determine the opening/closing balances is correct.  The 
methodology used for calculating rate base is based on the average of the monthly closing 
balances.  These monthly closing balances are shown in Schedule 2 of Exhibit 2, Tabs 3 through 
11 for 2002 through 2010, respectively.  The heading on Schedule 1 in the corresponding Tabs 3 
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through 11 are labelled incorrectly as "Average of Opening and Closing Balances" and should be 
labelled "Average of Monthly Closing Balances".

(b)  The average of the opening and closing balances does not provide an accurate calculation of 
total assets and accumulated depreciation.  This can be seen by comparing the net book value of 
the property, plant and equipment shown in Exhibit 2, Tab 1, Schedule 2 with the corresponding 
figures provided in the response to Board Staff IR 13.  These two sets of figures are reproduced 
here for ease of comparison.

Year Average of Monthly 
Closing Balances 
(Exhibit 2, Tab 1, 

Schedule 2)

Average of Opening 
and Closing

Balances (Board 
Staff # 13)

Difference

2002 15,051.9 23,729.7 (8.677.8)

2003 14,224.8 16,858.6 (2,633.8)

2004 10,235.4 11,122.6 (887.2)

2005 9,679.9 9,651.8 28.1

2006 11,063.8 10,893.1 170.7

2007 12,355.7 12,487.7 (132.0)

2008 14,794.1 14,527.2 266.9

2009 17,599.8 22,371.7 (4,771.9)

2010 28,180.2 28,206.7 (26.5)

In the early years of FNEI (2002 through 2004), use of the average opening and closing balances 
substantially overestimates rate base.  This is due to both the change in the monthly fixed assets 
and also due to the timing of the addition and removal of assets from rate base in these early 
years.

In 2009, use of the opening and closing balance methodology again overestimates rate base 
significantly since most of the capital expenditures placed into service in 2009 were done so in 
December of that year.  

In the remaining years (2005, 2006, 2007, 2008 and forecast 2010) the difference between the 
figures produced by the two methodologies is relatively small.  This reflects the low level of 
capital expenditures in these years and the timing of when the assets were put into service.
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(c)  As explained above, rate base has been calculated using the average of the monthly closing 
balances.  As a result the January monthly figure used in the calculation is equal to the December 
closing balance, plus any additions or deletions from rate base that took place in the month of 
January.  Because accumulated depreciation at the end of January is higher than it was at the end 
of the previous December, the January figure has been lower than the December figure in five 
out of the 8 years from 2003 through 2010 including the 2010 test year (Schedule 2 of Exhibit 2, 
Tabs 3 through 11).

FNEI is not clear by what is meant a different approach was used to calculate the depreciation 
expense from the approach used to estimate rate base.  The accumulated depreciation used in the 
calculation of rate base is equal to the accumulated depreciation at the end of the previous year, 
plus depreciation for the current year plus any adjustments as shown in Exhibit 4, Tab 3, 
Schedule 3.  These schedules show that the opening and closing balances are consistent with the 
corresponding figures shown in Schedule 2 of Exhibit 2, Tabs 3 through 11.

FNEI calculates its depreciation expense on a monthly basis based on all assets in service at the 
end of the month.  The depreciation expense calculation shown in Exhibit 4, Tab 3, Schedule 3 is 
consistent with this approach.  More detail is provided in the response to Board Staff IR 13.

(d) Total assets is the cost of all assets in service and is calculated on a monthly basis. 
Accumulated depreciation is also calculated monthly and is the sum of all depreciation expenses 
for previous months and the current month, net of adjustments to reflect the disposal of assets to 
that point in time.  Net assets is the difference between total assets and accumulated depreciation.

(e)  Since its inception as a corporation.

(f)  FNEI is aware that the regulated natural gas distributors in Ontario use a similar approach to 
calculate the property, plant and equipment component of rate base.  Rather than using an 
average of the monthly closing balances, they use an average of the average monthly balances 
methodology.  Mathematically this is very similar to the method used by FNEI.  Both 
methodologies use the closing balance figures for January through November.  The difference 
between the two methodologies is that the average of the monthly average approach uses one-
half the current December closing balance and one-half of the previous December closing 
balance as compared to the current December closing balance only used in the FNEI approach.
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13. Ref: Section 2.3 & Appendix 2-C - Filing Requirements 

Preamble:  Section 2.3 of the Filing Requirements, state, “For Rate Base, the 
applicant must include the opening and closing balances, and the average of the opening 
and closing balances for gross assets, accumulated depreciation and allowance for working 
capital.” The guidelines further state “The information outlined in Appendix 2-C should be 
provided for each year”.

(a) Please calculate the historical (2002-2008), bridge and test year rate base using the 
approach described under section 2.3 of the Board’s Filing Requirements. Please also 
complete Appendix 2-C and provide the MS Excel worksheets with all formula and links 
left active. Please note, as per section 2.3.3, the “Continuity statements should be 
reconcilable to the calculated depreciation expenses (under Operating Expenses) and 
presented by asset account”.

(b) Please provide the impact on the test year revenue requirement of the above 
scenario. 

RESPONSE

(a)  The rate base calculated using the average of the opening and closing balances is provided in 
the attached Excel spreadsheet for each of 2002 through 2010.  The attached Excel spreadsheet 
shows the spreadsheet from Appendix 2-C for all of the accounts for which FNEI has assets.  
With the exception of rounding differences, the spreadsheet is consistent with the information 
provided at Exhibit 4 , Tab 3, Schedule 3.

The calculation of rate base based on the average of opening and closing balances for the 
property plant and equipment and the addition of the working capital allowance as shown in 
Exhibit 2, Tab 1, Schedule 2 has been added to the bottom of each set of tables.

As noted in the response to Board Staff IR 12, part (c), FNEI calculates the depreciation expense 
on a monthly basis based on assets in service as of the end of each month.  The Excel 
spreadsheet provided shows the calculation of the depreciation expense each year by each asset 
category based on this methodology.  In particular, the appropriate depreciate rate is applied to 
the average cost base for each category of assets.  The average cost base is shown in Exhibit 4, 
Tab 3, Schedule 3 and is simply the average of the monthly balances for the year on which 
monthly depreciation expense is calculated which is also shown in Schedule 2 of Exhibit 2, Tabs 
3 through 11.

Additional adjustments to the depreciation expense are also shown in the Excel spreadsheet in 
the "Adjustments to Depreciation" column on the right hand side.  The adjustments shown in 
2002 reflect some minor adjustments made due to the calculation of depreciation in the previous 
year, which was the first year of operation of FNEI.  Minor adjustments are shown for 2004 
through 2007.  
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Larger adjustments are shown for 2008 through 2010.  These adjustments were and are required 
to reflect two things.  First, in 2008, the reduction in the depreciation expense for account 1910 (-
14.6) was required to ensure that the net book value of this account at the end of 2008 was not 
less than zero.  Second, the remaining adjustments in 2008 through 2010 are required to reflect 
the fact that some of the individual assets in the various accounts have been fully depreciated.  
An example of this adjustment is the reduction of $14.2 shown for account 1920 - computer 
hardware in 2009.  Computer equipment with an approximate cost of $67,500 was fully 
depreciated by the beginning of 2009.  This reduced the depreciation expense by $13,500 (i.e. 
$67,500 x 20%).  During 2009 computer equipment with a value of approximately $6,500 
became fully depreciated, with a depreciation expense of $600 rather than $1,300 (i.e. $6,500 x 
20%), resulting in the remaining adjustment of $700, for a total of $14,200.

(b)  As shown in the attached Excel spreadsheet, the 2010 test year rate base using the average of 
the opening and closing balances would be 28,714.6, which represents an increase of $26,500 
from the figure of 28,688.1 shown in Exhibit 2, Tab 1, Schedule 2.

Based on the deemed capital structure for the 2010 test year shown on page 3 of Exhibit 5, Tab 
1, Schedule 2 and the corresponding weighted average return of 6.60%, the impact on the test 
year revenue requirement is an increase of $1,749.
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Fixed Asset Continuitv Schedule 

DEB Desdption Rate Opening Balance Additions Disposals Clming Balance 
1715 Station Equipment 2.50% 7,920.8 -312.0 2.3567 5.252.1 
1725 Poles and F i m  4.00% 13,986.2 2.823.5 4.607.2 12.202.5 
1730 Ovehead Conducton (L Devices 4.00X 4,662.1 941.2 1.535.7 4,067.5 

I Transportation 
1 Staes Equipment 

Amage of Opening and Closing Balance 
WoMng Capital Allcwance 
Total Rate Base 

ms Disposals Closing Balance Net sodc Value 
111.9 17.8 122.7 5.129.3 

90.21 325.4 61.4 33.2  11,848.3 
30.1) 108.5 20.5 118.1 3,949.4 

Less: FuUy Allaated Depreciation 
Transpotlation 0.0 
Staes Equipment 0.0 
Net Depreciation 561.0 

1 Transportation 
1Sta-e~ Equipment 

Average cd Opening and Closing Balance 
W d n g  Capital Allcwance 
Total Rate Base 

Less: Fully Allocated Depreciation 
Transportation 0.0 
Staes Equipment 0.0 
Net Depreciation 567.0 

A v m e  Cmt Base 
4.685.0 
7,894.3 
2,790.1 

44.0 

32.1 

15.445.5 

Adjusbnent 

to Depreciation 
-5.2 
9.6 

-3.1 

1.3 

Arne Cmt Base 
3,831.6 
8.419.5 
2,806.5 

8.9 
58.5 
1.7 

34.8 
4.5 

15.166.0 

Adjusbnent 

to Depreciation 

0.0 



Fixed Asset Continuitv Schedule 

lTranspwtatim 
Istoms Equipment 

Average of Opening and Clming Balance 
W h i n g  Capital Allowance 
Total Rate Base 

Fixed Asset Continuitv Schedule 

Less: Fully Allocated Depreciation 
Transporlatim 0.0 
Stoms Equipment 0.0 
Net Depreciation 444.0 

Adjustment 

Av e Cost Base to De reciation 
3.145.3 
6.193.6 
2.022.2 

70.6 

69.0 
9.7 

11,597.9 4.6 

I I Deoreciation I I I 

Accumulated Dcpmciatim 

1 I I I I I I I  I l l  I I 
1 Tdal 10.978.71 720.41 32.1 1 11.667.01 1 1.459.81 447.31 24.61 1,882.41 I 11,355.61 -0.2 

I Transportatim 
1st- Equipment 

Average of Opening and Clming Balance 
Walking Capital Allowance 
Tdal Rate Base 

Less: Fully Allocated Depreciation 
Transportation 0.0 
Stores Equipment 0.0 
Net Depreciation 447.3 



Fixed Asset Continuity Schedule 

2006 - 

i~ranspatation 
1 Stores Equipment 

Average d Opening and Closing Balance 
Waking Capital Allowance 
Total Rate Base 

Fixed Asset Continuitv Schedule 

Less: Fully Allocated Depreciation 
Transputation 0.0 
Staes Equipment 0.0 
Net Depreciation 516.4 

t /Tnnspwtatian 
1 St- Equipment 

Less: Fully Allocated Deptuiatjon 
Transputation 0.0 
St- Equipment 0.0 
Net Depreciation 582.9 

Average Cost Base 
4.807.5 
6.019.3 
1.829.6 

218.9 
19.9 
42.0 

115.8 
2.7 

121.8 
39.3 

13.216.8 

Average d Opening and Closing &lance 
Waking Capital Allowance 
Total Rate Base 

Adjustment 

to Depreciation 

-0.4 
-0.4 

-0.8 

Average Cost Base 
6.201.1 
6,351.2 
1.844.0 

247.3 
23.0 
50.4 

129.6 
4.9 

144.3 
70.0 

15,065.8 

Adjusbmnt 

to Deonciation 

-0.7 
-0.4 

-1.1 





Fixed Asset Continuitv Schedule 

2010 - 

I Transpoltation 
1 Stores Equipmart 

Average of Opening and Closing Balance 
Working Capital Allowance 
Total Rate Base 

Less: Fully Allaated Depredation 
Transportation 0.0 
Stores Equipment 0.0 
Net Depredation 1,187.5 

Average Cmt Base 
13.527.7 
11,388.5 
7.223.0 

376.4 
26.9 
54.4 

150.2 
8.5 

331.6 
138.7 

33.226.0 

Adjustment 

to Depreciation 

-12.4 
6 . 3  

-18.5 
-0.4 

-17.4 
-5.4 

6 0 . 4  
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14. Ref: Treatment of 2010 Capital Additions

Preamble:  FNEI is adding $275,000 in capital additions to the test year rate base. 
For the net asset calculations, these are added to rate base in June 2010, i.e. mid-year. 

(a) Have these additions been recorded in June to reflect the Board’s ½ year rule, or 
are these additions meant to be used and useful as of June 2010? 

(b) If the depreciation expense is calculated on a monthly basis, please explain why the 
additions are not included in rate base in the month that they are used and useful as 
opposed to mid-year. 

RESPONSE

(a)  The majority of the 2010 capital expenditures are related to Account 1715 - station 
equipment ($150,000), Account 1730 - overhead conductors & devices ($60,000) and Account 
1725 - poles and fixtures ($35,000).  These expenditures have been forecasted to be used and 
useful at June 2010.  The remaining capital expenditures ($30,000) are expected to be used and 
useful throughout the year.  For simplicity, these additions were assumed to be in place in June 
2010 as well.

(b)  As noted above, the major additions are forecast to be in service in June 2010.  The 
remaining small additions were assumed to be used and useful as simplifying assumption that 
would approximate the 1/2 year rule.
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15. Ref: Accumulated Depreciation (Rate Base); Depreciation Expense (OM&A) and 
Section 2.5.7 Filing Requirements 

Preamble:  In the rate base calculations, the accumulated depreciation is not a 
function of opening and closing balances and is an average of total monthly-accumulated 
depreciation. However, the methodology used to estimate the depreciation expense (under 
OMA), uses the December balances from the prior year as the opening balance for the 
following year. 

(a) Please explain the rationale for using different methodologies for calculating 
accumulated depreciation as part of rate base versus OMA. 

RESPONSE

(a)  FNEI is not using a different methodology for calculating depreciation as compared to that 
show by the accumulated depreciation figures.  As shown in the Excel spreadsheet provided in 
response to Board Staff IR 13, the depreciation expense calculated ties back in to the 
accumulated depreciation continuity schedule in Schedule 2 of Exhibit 2, Tabs 3 through 11, as 
does the depreciation expense shown in Exhibit 4, Tab 3, Schedule 3.

For example, the 2009 depreciation expense is shown as $775.6 on Exhibit 4, Tab 3, Schedule 3, 
page 9.  This schedule also shows the accumulated depreciation opening balance of $3,626.7 and 
the closing balance of $4,402.3.  The difference between these figures is $775.7.  The opening 
balance is also shown at the closing (December, 2008) balance in Exhibit 2, Tab 9, Schedule 2, 
page 2.  Similarly, the closing balance is also shown as the closing (December 2009) balance in 
Exhibit 2, Tab 10, Schedule 2, page 2.
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16. Ref: Ex 2/T1/S3 & Ex 2/T13/S1 – Capital Expenditures & Section 2.3.5 - Filing 
Requirements

Preamble:  FNEI is proposing to spend $275,000 in capital expenditures in the test 
year. However, it appears that the information requested under section 2.3.5 of the Board’s 
Filing Requirements has not been provided. 

(a) As noted in the Filing Requirements, please complete Appendix 2-B and provide the 
following information on a project specific basis:

(i) Overall summary of capital expenditures over the past five historical years, 
the bridge year and the test year, showing capital expenditures, treatment of 
contributed capital and additions and deductions from Construction Work in 
Progress (CWIP). The applicant should group projects appropriately and avoid 
presentations that result in classification of significant components of the capital 
budget in the miscellaneous category. (One suggested format for filing this material 
is in Appendix 2-B);

(ii) Need, scope, purpose of project, related customer attachments, volumes and 
capital costs for projects over the applicable materiality threshold, as well as any 
applicable cost-benefit analysis;

(iii) Detailed breakdown of starting dates and in-service dates for each project;

(iv) Drivers of capital expenditure increases for the Test year;

(v) Components of Other Capital Expenditures (Reconcile components to Total 
Capital Budget);

(vi) Written explanation of variances;

(vii) The proposed accounting treatment, including the treatment of costs of funds 
for capital projects that have a project life cycle greater than one year.

(b) Please provide a prioritization of the projects. Please also explain, how were the 
projects prioritized? In your response, please provide a description of FNEI’s prioritization 
policy. 

RESPONSE

(a)(i) Please see attached.

(a)(ii) See the Exhibit 2, Tab 1, Schedule 1.

(a)(iii) Please refer to chart below:
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Project Start Date In-Service Date

Transformer Moving 
Equipment

April 2003 April 30, 2003

Attawapiskat Garage June 1, 2004 November 30, 2004

Accommodation of APC’s 
Second Distribution Feeder

July 31, 2004 October 31, 2004

Fort Albany Spare Circuit 
Switcher and CVT

October 7, 2005 October 7, 2005

Kashechewan Garage February 10, 2006 October 31, 2006

Attawapiskat 2nd Transformer 
Energization Project

November 30, 2005 October 31, 2007

Ice Protection Berm Walls January 26, 2004 July 31, 2008

ARGOs – Amphibious All 
Terrain Vehicles

August 13, 2008 September 30, 2008

Fort Albany 2nd Transformer 
Energization Project

February 21, 2006 October 31, 2008

Structure 908 Erosion Control April 1, 2005 April 18, 2008

Fort Albany Garage January 2, 2008 September 30, 2009

Station Civil Upgrades 2009 January 28, 2009 September 30, 2009

Kashechewan Second 
Transformer Energization 
Project

September 30, 2007 November 30, 2009

Fibre Optic Communication 
System

March 1, 2006 November 2009

(a)(iv) FNEI is proposing to spend $275,000 in capital expenditures in the test year.  The cost 
drivers can be broken down as follows:

Improvements to stations equipment (approx. $150,000):  FNEI aims to replace or improve 
original station battery systems and battery chargers at the 3 original stations.  These units are all 
10-years old and are in need of an upgrade (they are experiencing increased failure rates, 
resulting in growing maintenance expenses for FNEI). This work will account for approximately 
50% of the forecasted amount.  The balance was required for the removal of old relay panels 
and wiring in February through March of 2010 (replaced as a result of the 3 new transformer 
installations in 2008 & 2009).
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Poles and fixtures (approx. $35,000) and overhead conductors and devices (approx. $60,000):  
These amounts were/are required for guy work beginning in February and repair work currently 
taking place on the skywire.  This amount may end up exceeding the forecasted amount as work 
continues. 

Buildings and fixtures (approx. $20,000):  This is required to complete the closing of the new 
control building in Kashechewan (the base must be covered off for storage and winter shelter 
protection must be established). Additional fencing must be erected to close off an area between 
the old and new station, as well as to separate a fiber optic shelter from the rest of the yard in 
Kashechewan.  Much of  work is allotted for later in 2010.

Miscellaneous (approx. $10,000):  This is required for miscellaneous obligations.  For example –
certain window unit air conditioners in the original control buildings are still in use and will 
require replacement (the units are over 6-years old).

(a)(v) It is unclear what is required for this question.

(a)(vi) See the Exhibit 2, Tab 1, Schedule 1.

(a)(vii) The proposed accounting treatment involves capitalizing the interest as per the Board-
approved method and rate. 

(b)  Projects forecasted for the test year were prioritized in the order set out above:  1) 
improvements to stations; 2) poles, fixtures, overhead conductors and devices; 3) buildings and 
fixtures; and 4) miscellaneous.  Any safety-related concerns are deemed most important, 
followed by any reliability-related issues that arise. Experienced FNEI representatives evaluate 
any risks or consequences as they occur before deciding on service restoration initiatives (versus 
general maintenance).  Other costs are assessed on a lower priority basis . In situations where 
larger equipment is required or longer delivery times are expected (based on limited access to the 
winter road  or barge timetables), decisions must be made well in advance of the planned work.

While FNEI is still in the midst of developing its Asset Management Program, FNEI’s approach 
to capital budgeting is also explained to some extent in Exhibit 2, Tab 13, Schedule 1.



Five Nations Energy Inc.
Appendix 2-B Capital Expenditures

Year:  2010 Test Year

1715 1725 1730 1908 1910 1915 1920 1925 1930 1940

Station 
Equipment

Poles and 
Fixtures

Overhead 
Conductors 
and 
Devices

Buildings 
and 
Fixtures

Leasehol
d 
Improvem
ents

Office 
Furniture 
and 
Equipmen
t

Computer 
Equipmen
t-
Hardware

Computer 
Software

Transport
ation 
Equipmen
t

Tools, 
Shop, 
Garage 
Equipmen
t

Spare LV Breakers FA 
Kash        60,000 

       60,000 

Restring M3K Skywire        25,000 
       25,000 

Extend Kash Garage     20,000        20,000 
Substation Battery 
Replacement        20,000 

       20,000 

Spare LV Regulators        35,000        35,000 
Contingency        25,000        25,000        25,000        75,000 
Misc Capital        10,000        10,000        10,000       2,000       2,000       2,000          500       1,500       2,000        40,000 

               -   
Total      150,000        35,000        60,000     20,000       2,000       2,000       2,000          500       1,500       2,000      275,000 

Uniform System of Accounts # Total



Five Nations Energy Inc.
Appendix 2-B Capital Expenditures
Year:  2009 (Actual Year-there is no bridge year)

1715 1725 1730 1908 1910 1915 1920 1925 1930 1940

Station 
Equipment

Poles and 
Fixtures

Overhead 
Conductors 
and 
Devices

Buildings 
and 
Fixtures

Leasehol
d 
Improvem
ents

Office 
Furniture 
and 
Equipmen
t

Computer 
Equipmen
t-
Hardware

Computer 
Software

Transport
ation 
Equipmen
t

Tools, 
Shop, 
Garage 
Equipmen
t

Fort Albany 2nd 
Transformer        65,570 

       65,570 

Kashechewan 2nd 
Transformer   1,000,485 

  1,000,485 

Fibre Optic Project      558,824      497,616      599,803   1,656,243 
Albany Garage     17,852        17,852 
Pickup Truck     43,098        43,098 

Station Civil Upgrades      120,319 
     120,319 

Misc. Capital 
Purchases        11,633             761          2,494       1,068          729     15,252     11,278       7,069 

       50,286 

Total   1,756,831      498,377      602,297     17,852       1,068          729     15,252             -       54,377       7,069   2,953,852 

Uniform System of Accounts # Total



Five Nations Energy Inc.
Appendix 2-B Capital Expenditures
Year:  2008

1715 1725 1730 1908 1910 1915 1920 1925 1930 1940

Station 
Equipment

Poles and 
Fixtures

Overhead 
Conductors 
and 
Devices

Buildings 
and 
Fixtures

Leasehol
d 
Improvem
ents

Office 
Furniture 
and 
Equipmen
t

Computer 
Equipmen
t-
Hardware

Computer 
Software

Transport
ation 
Equipmen
t

Tools, 
Shop, 
Garage 
Equipmen
t

Fort Albany 2nd 
Transformer      467,145 

     467,145 

Kashechewan 2nd 
Transformer   2,821,153 

  2,821,153 

Fibre Optic Project      960,496   2,501,651   2,212,473   5,674,621 
Ice Protection Berm 
Walls        46,732 

       46,732 

Structure 908 Erosion 
Site        38,608 

       38,608 

Albany Garage     99,498        99,498 
Vehicle     56,002        56,002 
ATV Argo's     69,004        69,004 
Misc. Capital 
Purchases      100,792        17,760                 2       1,500       2,270       7,022     18,457 

     147,802 

Total   4,349,586   2,604,752   2,212,475     99,498             -               -         1,500       2,270   132,028     18,457   9,420,565 

Uniform System of Accounts # Total



Five Nations Energy Inc.
Appendix 2-B Capital Expenditures
Year:  2007

1715 1725 1730 1908 1910 1915 1920 1925 1930 1940

Station 
Equipment

Poles and 
Fixtures

Overhead 
Conductors 
and 
Devices

Buildings 
and 
Fixtures

Leasehol
d 
Improvem
ents

Office 
Furniture 
and 
Equipmen
t

Computer 
Equipmen
t-
Hardware

Computer 
Software

Transport
ation 
Equipmen
t

Tools, 
Shop, 
Garage 
Equipmen
t

Fort Albany 2nd 
Transformer   1,051,718 

  1,051,718 

Kashechewan 2nd 
Transformer        32,308 

       32,308 

Attawapiskat 2nd 
Transformer      130,359 

     130,359 

Fibre Optic Project      386,641   1,767,184   1,098,020   3,251,845 
Ice Protection Berm 
Walls      201,338 

     201,338 

Structure 908 Erosion 
Site        66,059 

       66,059 

Misc. Capital 
Purchases        25,735          6,604       3,930       2,703     11,644       1,377       6,866 

       58,858 

Total   1,626,761   2,041,185   1,098,020             -         3,930       2,703     11,644       1,377             -         6,866   4,792,485 

Uniform System of Accounts # Total



Five Nations Energy Inc.
Appendix 2-B Capital Expenditures
Year:  2006

1715 1725 1730 1908 1910 1915 1920 1925 1930 1940

Station 
Equipment

Poles and 
Fixtures

Overhead 
Conductors 
and 
Devices

Buildings 
and 
Fixtures

Leasehol
d 
Improvem
ents

Office 
Furniture 
and 
Equipmen
t

Computer 
Equipmen
t-
Hardware

Computer 
Software

Transport
ation 
Equipmen
t

Tools, 
Shop, 
Garage 
Equipmen
t

Fort Albany 2nd 
Transformer      342,875 

     342,875 

Kashechewan 2nd 
Transformer

               -   

Attawapiskat 2nd 
Transformer   1,837,589 

  1,837,589 

Ice Protection Berm 
Walls      328,049 

     328,049 

Structure 908 Erosion 
Site          1,851 

         1,851 

Fibre Optic Project   1,422,657   1,422,657 

Kashechewan Garage     64,177 
       64,177 

Pickup Truck     50,472        50,472 
Misc. Capital 
Purchases        11,103        38,726       7,396     13,971     15,153       2,462     34,433 

     123,244 

Total   2,191,567      368,626   1,422,657     64,177       7,396     13,971     15,153       2,462     50,472     34,433   4,170,913 

Uniform System of Accounts # Total



Five Nations Energy Inc.
Appendix 2-B Capital Expenditures
Year:  2005

1715 1725 1730 1908 1910 1915 1920 1925 1930 1940

Station 
Equipment

Poles and 
Fixtures

Overhead 
Conductors 
and 
Devices

Buildings 
and 
Fixtures

Leasehol
d 
Improvem
ents

Office 
Furniture 
and 
Equipmen
t

Computer 
Equipmen
t-
Hardware

Computer 
Software

Transport
ation 
Equipmen
t

Tools, 
Shop, 
Garage 
Equipmen
t

Attawapiskat 2nd 
Transformer        80,000 

       80,000 

Ice Protection Berm 
Walls      209,631 

     209,631 

Spare Relays        36,867 
       36,867 

Spare HV Circuit Switch   78,317       
       78,317 

Structure 908 Erosion 
Site        61,541 

       61,541 

Attawapiskat Garage     10,223        10,223 
Transformer Moving 
Materials        44,268 

       44,268 

Misc. Capital 
Purchases        37,778        21,765        19,756     13,347     13,164     29,455     21,742     10,434 

     167,441 

Total      277,230      292,937        19,756     10,223     13,347     13,164     29,455             -       21,742     10,434      688,288 

Uniform System of Accounts # Total
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17. Ref: Asset Management Plan (“Plan”) and Ref: Transmission System Code, section 
4.5 – Performance Standards

Preamble:  FNEI states that it is currently developing and formalizing its first 
comprehensive Plan. An outline of the Plan is provided in Ex 3/T13/S1/Appendix A. 

(a) Please provide the final version of the Plan. If the Plan is not finalized, please 
indicate when the final Plan will be available? 

(b) Pursuant to section 4.5 of the Transmission System Code, has FNEI developed 
performance standards? If FNEI has not developed any performance standards, please 
explain the reason for that approach.

(c) Please also explain if the lack of such standards affects the reliability of FNEI’s 
maintenance (capital and OMA) budgets.   

RESPONSE

(a)  The Plan is not available yet, but should be by the end of the third quarter 2010.

(b) and (c)  FNEI filed its Customer Delivery Point Performance Standards for approval with the 
Board on October 25, 2007.  The Board ultimately approved CDPPS for FNEI by way of a 
Decision and Order dated September 24, 2008 (EB-2007-0906).
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OPERATING REVENUE AND CHARGE DETERMINANTS

18. Ref: Exhibit 3, Exhibit 8 and Filing Requirements 

(a) Preamble:  As noted at page 6 of the Filing Requirements, please file an 
electronic copy of the Revenue Requirement Work Form, found at Appendix 2-T. A blank 
electronic copy of this form is available on Board’s website at, 
http://www.oeb.gov.on.ca/OEB/Industry/Rules+and+Requirements/Rules+Codes+Guidelin
es+and+Forms

RESPONSE

See attached (the Revenue Requirement Work Form will also being filed separately on the 
Board’s RESS system).

www.oeb.gov.on.ca/OEB/Industry/Rules+and+Requirements/Rules+Codes+Guidelin
http://www
http://www.oeb.gov.on.ca/OEB/Industry/Rules+and+Requirements/Rules+Codes+Guidelines+and+Forms


Revenue Requirement Work Form 

Name of LDC: I Five Nations Energy Inc. 

File Number: 

On!ario Rate Year: ~ e r s ~ o n :  1.0 

Table of Content 

Sheet 

A 

I 

2 

3 

4 

5 

6 

7 

Name 

Data Input Sheet 

Rate Base 

Utility Income 

TaxeslPlLS 

CapitalizationlCost of Capital 

Revenue SufficiencvlDeficiency 

Revenue Requirement 

Bill Impacts 

Notes: 
(1) Pale green cells represent inputs 

(*) Please note that this model uses MACROS. Before starting, please ensure that macros have been enabled. 

Copyright 
This Revenue Requirement Work Form Model is protected by copyright and is being made available to you solely for 
the purpose of preparing or reviewing your draft rate order. You may use and copy this model for that purpose, and 
provide a copy of this model to any person that is advising or assisting you in that regard. Except as indicated above, 
any copying, reproduction, publication, sale, adaptation, translation, modification, reverse engineering or other use or 
dissemination of this model without the express written consent of the Ontario Energy Board is prohibited. If you 
provide a copy of this model to a person that is advising or assisting you in preparing or reviewing your draft rate order, 
you must ensure that the person understands and agrees to the restrictions noted above. 





Revenue Requirement Work Form 
Name of LDC: Five Nations Energy Inc. 

~mmlml 
2010 

Ontar'o 

Application Adjustments Per Board Decision 

I Data Input ': ' ,' . 

I Rate Base 
Gross Fixed Assets (average) 
Accumulated Depreciation (average) 

Allowance for Working Capital: 
Controllable Expenses 
Cost of Power 
Working Capital Rate (%) 

(1) 

2 Utility lncorne 
Operating Revenues: 

Distribution Revenue at Current Rates 
Distribution Revenue at Proposed Rates 
Other Revenue: 

Specific Service Charges 
Late Payment Charges 
Other Distribution Revenue 
Other lncorne and Deductions 

Operating Expenses: 
OM+A Expenses 
DepreciationIAmortization 
Property taxes 
Capital taxes 
Other expenses 

3 TaxeslPlLs 
Taxable Income: 

Adjustments required to arrive at taxable income 8 - (3) 
Utility lncorne Taxes and Rates: 

Income taxes (not grossed up) 8 - 
Income taxes (grossed up) $ - 
Capital Taxes $ - 
Federal tax (%) 0.00% 
Provincial tax (%) 0.00% 

Income Tax Credits $ - 
4 Ca~italizationlCost of Capital 

Capital Structure: 
Long-term debt Capitalization Ratio (%) 
Short-term debt Capitalization Ratio (%) 
Common Equity Capitalization Ratio (%) 
Prefered Shares Capitalization Ratio (%) 

Cost of Capital 
Long-term debt Cost Rate (%) 
Short-term debt Cost Rate (%) 
Common Equity Cost Rate (%) 
Prefered Shares Cost Rate (%) 

Notes: 
Thls input sheet prov~des all Inputs needed to complete sheets 1 through 6 (Rate Base through Revenue Requirement), except for 
Notes that the util~ty may w~sh to use to support the components. Notes should be put on the applicable pages to understand the 
context of each such note. 

( I )  All ~nputs are In dollars (8 )  except where ~nputs are lndlv~dually ldentlfied as percentages (%) 
(2) 4 0% unless an Applicant has proposed or been approved for another amount 
(3) Net of addbacks and deduct~ons to arrlve at taxable lncome 
(4) Average of Gross Flxed Assets at beglnnlng and end of the Test Year 
(5) Average of Accumulated Depreclatlon at the beg~nn~ng and end of the Test Year Enter as a negatlve amount. 
(4) ~verage  of Monthly Closing Balances of Gross Fixed Assets 
(5) Average of Monthly Closing Balances of Accumulated Depreciation 
(6) Transmisslon Revenue at Current Rates 
(7) Transmission Revenue at Proposed Rates 



FH Revenue Requirement Work Form 
Name of LDC: Five Nations Energy Inc. 
File Number: EB-2009-0387 
Rate Year: 

\mmr 
201 0 

Ontarlo 

Rate Base , . .  . - - 

Line 
Particulars Application Adjustments Per Board 

No. Decision 

1 Gross Fixed Assets (average) (3) $33,226,000 $ - $33,226,000 
2 Accumulated Depreciation (average) (3) ($5,045,800) $ - ($5,045.800) 
3 Net Fixed Assets (average) (3) $28,180,200 $ - $28,180,200 

4 Allowance for Working Capital (1) $507,915 $ - $507,915 

5 Total Rate Base $28,688,115 $ - $28,688,115 

(I) Allowance for Working Capital - Derivation 

Controllable Expenses $3,386,100 $ - $3,386,100 
Cost of Power $ - $ - $ - 
Working Capital Base $3,386,100 $ - $3,386,100 

Working Capital Rate % (2) 15.00% 15.00% 

Working Capital Allowance $507,915 $ - $507,915 

Notes 
(2) Generally 15%. Some distributors may have a unique rate due as a result of a lead-lag study. 
(3) Average of opening and closing balances for the year. 

(3) Average of monthly closing balances 



k& Revenue Requirement Work Form 
Name of LDC: Five Nations Energy Inc. 
File Number: EB-2009-0387 

arm?rrmr. - Rate Year: 
l m m l  

201 0 

Ontarlo 

U t i q ~  income' , 

Line 
No. 

Particulars Application Adjustments 
Per Board 
Decision 

Operatinn Revenues: 
Distribution Revenue (at Proposed Rates) 
Other Revenue 

Total Operating Revenues 

Operating Expenses: 
OM+A Expenses 
DepreciationlAmortization 
Property taxes 
Capital taxes 
Other expense 

Subtotal 

Deemed Interest Expense 

Total Expenses (lines 4 to 10) 

Utility income before income taxes 

Income taxes (grossed-up) 

Utility net income 

Notes 

(1) Other Revenues 1 Revenue Offsets 
Specific Service Charges $ - $ - 
Late Payment Charges $ - $ - 
Other Distribution Revenue $ - $ - 
Other Income and Deductions $100,000 $100,000 

Total Revenue Offsets $100,000 $1 00,000 



Revenue Requirement Work Form 
Name of LDC: Five Nations Energy Inc. 
File Number: EB-2009-0387 
Rate Year: 

Ymmr 
201 0 

Ontario 

Line 
No. Particulars 

Determination of Taxable lncome 

1 Utility net income 

Per Board 
Application 

Decision 

2 Adjustments required to arrive at taxable utility income $ - $ - 

3 Taxable income 

Calculation of  Utility income Taxes 

4 lncome taxes 
5 Capital taxes 

6 Total taxes 

7 Gross-up of lncome Taxes 

8 Grossed-up Income Taxes $ - $ - 

PlLs I tax Allowance (Grossed-up lncome taxes + 
9 Capital taxes) $ - $ - 

10 Other tax Credits $ - $ - 

Tax Rates 

11 Federal tax (%) 
12 Provincial tax (%) 
13 Total tax rate (%) 

Notes 



Revenue Requirement Work Form 
Name of LDC: Five Nations Energy Inc. 
File Nurn ber: EB-2009-0387 
Rate Year: 

\mr 
201 0 

Ontarlo 

CapitalirationlCost of Capital -, 

Line 
No. Particulars Capitalization Ratio Cost Rate Return 

Debt 
Long-term Debt 56.00% $1 6,065,344 4.41 % $707,791 
Short-term Debt 4.00% $1,147,525 4.75% $54,507 

Total Debt 60.00% $17,212,869 4.43% $762,298 

Equity 
Common Equity 40.00% $1 1,475,246 9.85% $1,130,312 
Preferred shares 0.00% $ - 0.00% $ - 

Total Equity 40.00% $1 1,475,246 9.85% $1,130,312 

Total 100% $28,688,115 6.60% $1,892,610 

Per Board Decision 1 
(Yo) (8 ("/.) 

Debt 
Long-term Debt 56.00% $1 6,065,344 4.41 % $707,791 
Short-term Debt 4.00% $1,147,525 4.75% $54,507 

Total Debt 60.00% $1 7,212,869 4.43% $762,298 

Equity 
Common Equity 40.0% 
Preferred Shares 0.0% $ - 0.00% $ - 

Total Equity 40.0% $1 1,475,246 9.85% $1,130,312 

Total 

Notes 
(1 1 4.0% unless an Applicant has proposed or been approved for another amount. 



Revenue Requirement Work Form 
Name of LDC: Five Nations Energy Inc. 
File Number: EB-2009-0387 
Rateyear: 

\ m v  
201 0 

Ontarlo 

Revenue ~ufficlencyl~eflciency ' - , , 

Per Application Per Board Decision 

Line 
No. 

Notes: 
(1 1 

Particulars 

Revenue Deficiency from Below 
Distribution Revenue 
Other Operating Revenue Offsets - net 

Total Revenue 

Operating Expenses 
Deemed Interest Expense 
Total Cost and Expenses 

Utility lncome Before lncome Taxes 

Tax Adjustments to Accounting 
lncome per 2009 PlLs 
Taxable lncome 

lncome Tax Rate 
lncome Tax on Taxable lncome 
lncome Tax Credits 

Utility Net lncome 

Utility Rate Base 

Deemed Equity Portion of Rate Base 

IncomeIEquity Rate Base (%) 
Target Return - Equity on Rate Base 
SufficiencyIDeficiency in Return on Equity 

Indicated Rate of Return 
Requested Rate of Return on Rate Base 
SufficiencyIDeficiency in Rate of Return 

Target Return on Equity 
Revenue SufficiencyIDeficiency 
Gross Revenue SufficiencylDeficiency 

Revenue SufficiencyIDeficiency divided by (1 - 

At Current At Proposed 
Approved Rates Rates 

$1,388,110 
$4,978,000 $4,977,990 

$100,000 $1 00,000 
$5,078,000 $6,466,100 

$4,573.500 $4,573,500 
$762,298 $762,298 

$5,335,798 $5,335,798 

($257,798) $1,130,302 

$ - $ - 
($257,798) $1,130,302 

0.00% 0.00% 
$ - $ - 
$ - $ - 

($257,798) $1,130,302 

$28,688,115 $28,688.1 15 

$1 1,475,246 $1 1,475,246 

-2.25% 9.85% 
9.85% 9.85% 

-12.10% 0.00% 

1.76% 6.60% 
6.60% 6.60% 

-4.84% 0.00% 

$1,130,312 $1,130,312 
$1,388,110 ($10) 
$1,388,110 (1) 

Tax Rate) 

At Current At Proposed 
,Approved Rates Rates 

$1,388,110 
$4,978,000 $4,977,990 

$1 00,000 $100,000 
$5,078,000 $6,466,100 

$4,573,500 $4,573,500 
$762.298 $762,298 

$5,335.798 $5,335.798 

($257,798) $1,130,302 

$ - $ - 
($257,798) $1,130,302 

0.00% 0.00% 
$ - $ - 
$ - $ - 

($257,798) $1,130.302 

$28,688,115 $28,688,115 

$1 1,475,246 $1 1,475,246 

-2.25% 9.85% 
9.85% 9.85% 

-12.10% 0.00% 

1.76% 6.60% 
6.60% 6.60% 

-4.84% 0.00% 

$1,130,312 $1,130,312 
$1,388,110 ($1 0) 
$1,388,110 (1) 



Revenue Requirement Work Form 
Name of LDC: Five Nations Energy Inc. 
File Number: EB-2009-0387 
Rate Year: 

Ymmr 
201 0 

Ontarlo 

Line Particulars Application Per Board Decision 
No. 

1 OM&A Expenses $3,386,100 $3,386,100 
2 Amortization/Depreciation $1,187,400 $1,187,400 
3 Property Taxes $ - $ - 
4 Capital Taxes $ - $ - 
5 Income Taxes (Grossed up) $ - $ - 
6 Other Expenses $ - $ - 
7 Return 

Deemed Interest Expense $762,298 $762,298 
Return on Deemed Equity $1,130,312 $1,130,312 

Distribution Revenue Requirement 
8 before Revenues $6,466,110 $6,466,110 

9 Distribution revenue 
10 Other revenue 

11 Total revenue $6,466,100 $6,466,100 

Difference (Total Revenue Less 
Distribution Revenue Requirement 

12 before Revenues) ($10) (1) ($10) (1) 

Notes 
(1 Line 11 - Line 8 



Revenue Requirement Work Form 
Name of LDC: Five Nations Energy Inc. 
File Number: EB-2009-0387 
Rate Year: 201 0 

Notes: 



EB-2009-0387
Exhibit 10

Tab 1
Page 33 of 103

May, 2010
DOCSTOR: 1932421\8

19. Ref: Ex 3 and Ex 8 – Transmission Operating Revenues 

Preamble:  At Ex 3/T1/S1/p.2, FNEI states, “For the 2010 test year, FNEI has used 
the 2009 forecast. FNEI has reviewed the IESO’s most recent 10-Month Outlook (covering 
the period from December 2009 to June 2011). The IESO projects electricity demand to 
show a slight increase over the forecast horizon as the economy recovers from the recent 
recession (a forecast 141.1 TWh in 2010 compared to a forecasted 140.5 TWh in 2009), but 
that peak demands are expected to decline due to conservation programs, the introduction 
of time of use rates and the growth in embedded generation. Based on this, FNEI believes it 
reasonable to assume relatively flat revenues over 2009 and 2010”.

(a) Please explain why is it appropriate to rely only on IESO demand projections, given 
that these projections do not specifically address the demand of FNEI’s customers. Please 
file the IESO report indentifying the sections in the report relied on by FNEI. 

(b) In addition to the IESO report, did FNEI analyse other factors such as industrial 
activity, residential and commercial building activity or regional economic activity when 
developing its revenue forecast? Please describe the analysis undertaken by FNEI. 

RESPONSE

(a)  The total annual electricity demand of FNEI’s four customers is immaterial to the provincial 
demand.  The overall provincial demand coupled with FNEI’s revenue requirement (as compared 
to the consolidated revenue requirement of all four rate-regulated transmitters) are the only two 
factors that determine FNEI’s revenues.  Please note that FNEI’s evidence incorrectly refers to 
the document as a 10-month outlook, when it in fact was an 18-month outlook.  The relevant 
page from the IESO report is attached. 

(b)  No . There was no added value in FNEI carrying out such analysis, as noted in the answer to 
(a) above.  



-- 
Power to Ontario. On Demand. 

An Assessment of the Reliability and Operability of the Ontario Electricity System 



IESO-REP-555~1.0 
18-Month Outlook 

3.0 Demand Forecast 
The IESO is responsible for forecasting electricity demand on the IESO-controlled grid. This 
demand forecast covers the period December 2009 to June 2011 and supersedes the previous 
forecast released August 2009. Tables containing supporting information are contained in the 
2009 0 4  Outlook Tables spreadsheet. 

Electricity demand is expected to show a slight increase over the forecast horizon as the economy 
recovers from the recent recession. Modest improvement in the industrial sector will stabilize 
demand. However, the high dollar will act as a brake on growth. 

Unlike energy demand, peak demands are expected to decline over the forecast horizon. 
Conservation programs, the growth in embedded generation and the full-scale introduction of 
time of use rates will act to reduce peak demand. 

The following table shows the seasonal peaks and annual energy demand over the forecast 
horizon of the Outlook. 

Table 3.1: Forecast Summary 

2007 Energy 151.6 1 -0.5O/0 

Forecast Details 

The companion document, the Ontario Demand Forecast, looks at demand in more detail. It 
contains the following: 

details on the demand forecast, 

analysis of historical demand, 

discussion on the drivers affecting demand 

The data contained in the Ontario Demand Forecast document are included in the Outlook - 
Tables spreadsheet. 

- End of Section - 

November 17, ZOOS Page 5 of 2 0  
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20. Ref: Ex 3 and Ex 8 – Transmission Operating Revenues 

Preamble:  FNEI is forecasting transmission revenue of $4.9 million in 2010. The 
2010 forecast is based on 2009 revenues. However, based on the proposed charge 
determinants and existing rates, staff estimates the test year revenues to be $5.2 million. 
Further, FNEI’s 2009 Audited Financial Statements indicate 2009 revenues to be $5.0 
million.  

(a) Please provide the impact on revenue deficiency if the revenue at existing rates 
($5,183,953) is used as the revenue forecast for 2010. 

(b) In this application, FNEI has used an estimate of 2009 revenues as the basis for its 
as-filed 2010 forecast. Based on FNEI’s 2009 Audited Financial Statements, the actual 
revenue for 2009 was $5,023,982.  Given that the actual revenue in 2009 was higher than 
initially estimated, is FNEI agreeable to updating its as-filed revenue estimate? 

(c) FNEI states that it is reasonable to assume relatively flat revenues over 2009 and 
2010. Further, Board staff notes that the 2010 forecast of transmission revenues of $4.9 
million, is the lowest in 8 years. Please explain with supporting analysis, why the decline in 
2009 revenues, is expected to continue in 2010? 

(d) Please provide in table format for the years 2002 to 2009, the total Ontario 
transmission revenue and demand for each asset pool and the allocation of revenues to 
FNEI. Please provide all calculations preferably in MS Excel format and reconcile the total 
revenue with those presented in Ex 3. Please explain any variances between the as-filed 
revenues and those presented in response to this interrogatory. For 2009, please provide 
the full year’s actual revenue. If needed please source this information from the IESO. 
Please provide the information for each year in the format below: 

Source Network LC TC
Proposed Charge Determinants (MW) Ex 8/T2/S1/p.4 247,270         238,342     206,387         
Current UTRs ($/kW-m) Ex 8/T2/S1/p.3 2.97 0.73 1.71
Current FNEI Factors Ex 8/T2/S1/p.3 0.00411 0.00411 0.00411

Revenue per Pool 3,018,349$     715,096$   1,450,508$     

Total Revenue at Existing Rates 5,183,953$    

Revenue as per 2009 Audited Fin. Statements 5,023,982$    

As-filed Revenue 4,978,000$    
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Year
Total 
Revenue

Charge 
($)

Demand 
(MW)

Charge 
($)

Demand 
(MW)

Charge 
($)

Demand 
(MW)

Jan
Feb
Mar
Apr
May
Jun
Jul
Aug
Sep
Oct
Nov
Dec
Total

Network Line Connection
Transformation 

Connection

(e) Please provide FNEI’s forecast of 2009 revenues and compare this forecast to actual 
2009 revenues. The suggested format is below. 

Year 2009
Actual 

Revenues
Forecasted 
Revenue Forecast Error % Difference

Jan-09

Feb-09

Mar-09

Apr-09

May-09

Jun-09

Jul-09

Aug-09

Sep-09

Oct-09

Nov-09
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Dec-09

TOTAL

(f) Please provide the month-to-date actual revenues remitted to FNEI for the period 
Jan 2010 to April 2010. Please provide FNEI’s forecast for the same January to April 
period. The suggested format is below: 

Year 2010
Actual 

Revenues
Forecasted 
Revenue Forecast Error % Difference

Jan-10

Feb-10

Mar-10

Apr-10

TOTAL

(g) Please provide FNEI’s monthly revenue forecast for the period May 2010 to 
December 2010. 

RESPONSE

Please note that the numbering in the original filed Board Staff IR 20 was incorrect.  The 
original questions were numbered (a), (b), (c), (a), (b), (c) and (d).  We have renumbered them in 
our response below.

(a) If transmission revenue of $5,183,953 is used, the deficiency drops from $1,388,160 to 
$1,182,206.

(b)  Yes, but only the transmission revenue changes.  The large amount of revenue attributable to 
“Miscellaneous services” ($189,130) is anomalous, and the forecast of $50,000 at Exhibit 3, Tab 
1, Schedule 2 remains more realistic.  If the actual transmission revenue (as per our financial 
statements) is utilized, the deficiency drops from $1,388,160 to $1,342,177.   

(c)  We believe revenues will remain flat (over years 2009 and 2010), based on provincial 
electricity demand as forecast by the IESO.  

(d)  Please see attached.
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(e)

Year 2009
Actual 

Revenues
Forecasted 
Revenue Forecast Error % Difference

Jan-09 457055.67 431500 25555.67 5.59

Feb-09 438252.57 431500 6752.57 1.54

Mar-09 432041.43 431500 541.43 0.13

Apr-09 381525.62 431500 -49974.38 -13.10

May-09 361006.17 431500 -70493.83 -19.53

Jun-09 447442.38 431500 15942.38 3.56

Jul-09 412986.57 431500 -18513..43 -4.48

Aug-09 494700.16 431500 63200.16 12.78

Sep-09 390717.29 431500 -40782.71 -10.44

Oct-09 373896.30 431500 -57603.7 -15.41

Nov-09 396998.43 431500 -34501.57 -8.69

Dec-09 437359.79 431500 5859.79 1.34

TOTAL 5,023,982.38 5178000.00 -154017.62 -3.07

(f)

Year 2010
Actual 

Revenues
Forecasted 
Revenue Forecast Error % Difference

Jan-10 459391.72 516666.67 -57274.95 -12.47

Feb-10 441921.81 516666.67 -74744.86 -16.91

Mar-10 401075.15 516666.67 -115591.52 -28.82

Apr-10 370605.56 516666.67 -146061.11 -39.41

TOTAL 1672994.24 2066666.67 -393672.43 -23.53

(g)

10-May 516,666.67 
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10-May 516,666.67 

10-Jun 516,666.67 

10-Jul 516,666.67 

10-Aug 516,666.67 

10-Sep 516,666.67 

10-Oct 516,666.67 

10-Nov 516,666.67 

10-Dec 516,666.67 
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600 2002 5 0.00423 243.699.67 417.036.78 20,400.732 57.738.214.68 98.921.111.90 
600 2002 6 0.00423 283,468.79 484.659.09 23.679.823 67.012.781.24 114.579.016.04 
600 2002 7 0.00423 307.253.16 526.748.15 25.669.006 72.636.993.91 124.535.510.83 
600 2002 8 0.00423 301.349.65 515.230.87 25.173.517 71.242.589.80 121.837.984.25 
600 2002 9 0.00423 298.256.63 507.984.78 24.915.138 70,515.871.27 120,096.995.25 
600 2002 10 0.00423 254.117.55 436,378.25 21.227.940 60,094,359.48 103.246.690.38 
600 2002 11 0.00423 260.140.88 441,869.14 21,731,105 61.597.349.84 104.658,821.88 
600 2002 12 0.00423 277.028.19 471.887.11 23.141.801 65.502.571.55 111.543.079.33 
600 2003 1 0.00423 288.022.10 488.528.98 24.060.188 68.082.317.48 115,487,415.18 
600 2003 2 0.00423 279.228.19 476,449.59 23.325.580 66.011.391.40 112.635.836.52 
600 2003 3 0.00423 276.727.52 469,414.65 23.116.685 65,420.218.55 110,972,731.67 
600 2003 4 0.00423 253,830.53 431,624.82 21,203,964 60,007,218.12 102,061.905.38 
600 2003 5 0.00423 227.855.13 390,489.91 19.034.085 53,911.808.4 7 92,419,896.99 
600 2003 6 0.00423 296.678.01 505,444.23 24.783.267 70,133,470.35 119,486.395.65 
600 2003 7 0.00423 281.330.32 481.779.39 23,501,184 66,509,029.92 113,896.666.42 
600 2003 8 0.00423 288,641.14 490.929.49 24,111,900 68,237,223.19 116,145,177.39 
600 2003 9 0.00423 239,246.10 413,881.19 19,985,640 58,437,496.36 99,722,387.18 
600 2003 10 0.00423 250,884.07 420,155.34 20,957,829 60,676,298.04 101,174,527.00 
600 2003 11 0.00423 255,602.13 436,525.10 21,351,956 60,512,709.89 103,405,262.39 
600 2003 12 0.00423 267,741.22 458,482.54 22,366,006 63,391,134.02 108,612,244.18 
600 2004 1 0.00423 294,589.58 500,464.53 24,608,808 69,642,926.64 118,313,127.10 
600 2004 2 0.00423 266,592.79 455,805.55 22,270,071 63,046,335.31 107,778.174.03 
600 2004 3 0.00423 255,982.88 437.353.68 21,383,762 60,516,046.46 103,393.303.88 
600 2004 4 0.00423 237,248.94 407,324.46 19,818,806 56,132,585.88 96,365,556.52 
600 2004 5 0.00423 244,046.46 417,245.69 20,386,643 57,734.535.68 98,691,340.20 
600 2004 6 0.00423 276,556.95 472,137.83 23,102,436 65,419,734.62 111,718,362.70 
600 2004 7 0.00423 271,064.62 460,734.96 22,643,629 64,081,843.63 108,921,171.91 
600 2004 8 0.00423 275.802.74 469,834.25 23,039,432 65,204,702.73 111,072,266.39 
600 2004 9 0.00423 261,048.90 445,480.61 21,806,957 61,739,373.39 105,406,626.23 
600 2004 10 0.00423 237,605.02 407,626.37 19,848,551 56,150,607.32 96,382,217.30 
600 2004 11 0.00423 256,875.93 437,176.68 21,438,559 60,700,007.05 103,348,805.55 
600 2004 12 0.00423 296,506.23 501,057.01 24,749,112 70,024,766.49 118,363,670.47 . 
600 2005 1 0.00423 289,500.48 492.301.26 24,163,881 68,439,864.61 116,382,524.61 
600 2005 2 0.00423 264,783.05 452,630.52 22,099,088 62,615,277.47 107,076,072.45 
600 2005 3 0.00423 269,414.21 456,685.44 22,485,956 63.723,975.25 108,057,346.95 
600 2005 4 0.00423 230,978.50 395,922.10 19,275,194 54,631,799.36 93,668,339.09 
600 2005 5 0.00423 228,680.57 392,113.65 19,083,234 54,113,558.44 92,768,540.58 
600 2005 6 0.00423 310,182.70 528,768.72 25,891,589 73,354,948.98 125,144,042.92 



600 2005 7 0.00423 309,314.78 528,695.66 25,819,086 73,124,072.12 124,978,266.48 
600 2005 8 0.00423 304,077.30 517,348.97 25,381,569 71,943,894.93 122,527,691.57 
600 2005 9 0.00423 283,794.64 481,392.16 23,687,238 67,131,216.01 113,948,468.15 
600 2005 10 0.00423 251,211.25 431,008.08 20,965,355 59,412,436.29 101,921,852.27 
600 2005 11 0.00423 269,326.01 456,926.92 22,498,393 64,117,985.56 108,480,023.90 
600 2005 12 0.00423 280,354.53 477,947.84 23,419,670 66,418,707.64 113,236,706.60 
600 2006 1 0.00423 269,466.79 458,977.61 22,510,153 63,653,073.16 108,459,206.18 
600 2006 2 0.00423 263,107.23 451,835.00 21,978,901 62,200,408.69 106,817,303.89 
600 2006 3 0.00423 256,594.49 437,485.15 21,434,854 60,693,461.99 103,513,280.01 
600 2006 4 0.00423 232,994.65 399,010.82 19,463,420 55,067,478.59 94,301,149.49 
600 2006 5 0.00423 294,818.12 502,287.43 24,627,899 69,727,337.05 118,810,097.13 
600 2006 6 0.00423 273,551.89 467,422.83 23,092,963 64,655,238.05 110,489,009.88 
600 2006 7 0.00423 308,717.34 528,246.85 25,788,983 72,991,702.43 124,893,476.15 
600 2006 8 0.00423 319,566.36 543,893.50 26,695,266 75,577,445.13 128,630,560.07 
600 2006 9 0.00423 239,736.52 412,363.63 20,026,608 56,680,564.44 97,520,784.26 
600 2006 10 0.00423 236,583.64 406,703.81 19,763,229 55,928,285.35 96,145,731.85 
600 2006 11 0.00423 252,567.46 430,206.31 21,098,452 59,698,312.30 101,689,416.42 
600 2006 12 0.00423 272,505.99 461,815.69 22,764,035 64,421,019.13 109,201,829.85 
600 2007 1 0.00423 277,671.20 471,526.96 23,195,516 65,618,168.56 111,442,779.54 
600 2007 2 0.00423 283,905.86 482,897.40 23,716,334 67,117,225.22 114,160,142.38 
600 2007 3 0.00423 273,450.30 464,982.07 22,842,919 64,660,963.51 109,969,181.35 
600 2007 4 0.00423 239,244.76 410,438.78 19,985,528 56,560,111.15 97,031,973.10 
600 2007 5 0.00423 255,481.50 436,728.78 21,341,879 60,620,513.08 103,569,120.04 
600 2007 6 0.00423 302,785.48 516,059.58 25,293,460 71,572,324.42 121,990,194.62 
600 2007 7 0.00423 290,200.76 499,717.47 24,242,184 68,606,238.21 118,137,376.21 
600 2007 8 0.00423 302,952.92 517,775.72 25,307,447 71,619,588.25 122,404,965.47 
600 2007 9 0.00423 283,098.43 484,394.21 23,648,884 66,926,341.72 114,514,090.38 
600 2007 10 0.00423 230,756.48 403,822.80 19,276,452 54,560,871.80 95,476,644.70 
600 2007 11 0.00479 243,141.06 439,821.95 21,974,086 50,760,748.50 91,821,925.03 
600 2007 12 0.00479 250,693.04 455,855.89 22,656,602 52,334,221.17 95,165,175.51 
600 2008 1 0.00479 249,727.27 454,362.32 22,569,320 52,135,080.69 94,858,669.03 
600 2008 2 0.00479 250,906.46 454,923.53 22,675,890 52,381,324.38 94,973,932.89 
600 2008 3 0.00479 230,362.03 420,104.92 20,818,551 48,116,200.03 87,735,267.16 
600 2008 4 0.00479 216,101.46 394,093.60 19,526,840 45,116,929.80 82,276,912.74 
600 2008 5 0.00479 205,911.54 374,239.55 18,609,435 42,989,619.75 78,131,313.38 
600 2008 6 0.00479 264,242.24 478,768.09 23,881,123 55,196,847.09 99,989,170.21 
600 2008 7 0.00479 261,884.99 476,537.13 23,668,085 54,675,701.85 99,493,760.70 
600 2008 8 0.00479 249,489.58 452,211.03 22,547,839 52,083,643.92 94,405,209.17 
600 2008 9 0.00479 252,917.52 455,732.50 22,857,642 52,806,426.75 95,152,348.69 
600 2008 10 0.00479 216,561.01 390,144.53 19,571,890 45,182,604.39 81,427,816.30 
600 2008 11 0.00479 233,829.56 421,748.14 21,132,551 48,830,366.97 88,073,090.69 
600 2008 12 0.00479 250,037.74 453,379.11 22,597,379 52,226,066.97 94,684,998.25 
600 2009 1 0.00439 258,009.95 456,896.74 22,868,560 58,822,501.81 104,149,818.71 
600 2009 2 0.00439 246,908.04 438,163.06 21,884,548 56,311,925.35 99,902,854.85 
600 2009 3 0.00439 244,025.49 432,451.90 21,629,055 55,586,671.35 98,508,404.53 
600 2009 4 0.00439 212,682.02 381,184.15 18,850,945 48,481,184.18 86,907,885.68 
600 2009 5 0.00439 202,471.51 361,315.91 17,944,470 46,131,702.24 82,318,033.10 
600 2009 6 0.00439 252,909.39 447,929.26 22,418,098 57,525,876.07 101,930,983.00 
600 2009 7 0.00438 237,855.39 412,681.25 20,415,370 54,267,000.48 94,185,919.37 
600 2009 8 0.00438 280,414.64 485,475.88 24,041,025 63,949,126.50 110,756,294.09 
600 2009 9 0.00438 229,449.76 399,411.10 19,693,218 52,385,608.10 91,270,682.70 
600 2009 10 0.00438 214,120.07 372,828.16 18,378,143 49,037,807.56 85,445,386.21 
600 2009 11 0.00438 230,766.39 398,421.06 19,806,914 52,686,391.24 90,963,713.35 



600 2009 12 0.00438 251,254.51 437,359.37 21,565,452 57,364,043.63 99,853,737.14 
600 2010 1 0.00411 269,137.34 459,391.20 22,048,329 65,483,664.84 111,774,142.70 
600 2010 2 0.00411 259,784.22 441,906.08 21,284,274 63,207,839.09 107,519,728.94 
600 2010 3 0.00411 235,809.19 401,047.30 19,318,013 57,381,276.15 97,585,196.76 
600 2010 4 0.00411 216,022.34 370,626.98 17,697,030 52,561.744.29 90,178,445.37 

601 2002 5 0.00423 67,592.06 19,532,066 16,087,781.72 
601 2002 6 0.00423 77,707.26 22,403,063 18,374,367.30 
601 2002 7 0.00423 84,420.46 48,734,524 19,958,784.42 
601 2002 8 0.00423 82,526.69 47,606,278 19,542,410.95 
601 2002 9 0.00423 81,100.77 23,381,414 19,172,759.48 
601 2002 10 0.00423 70,875.15 20,433,360 16,778,343.90 
601 2002 11 0.00423 70,711.57 20,386,199 16,751,880.04 
601 2002 12 0.00423 75,123.12 21,658,052 17,756,426.78 
601 2003 1 0.00423 77,107.21 22,230,066 18,232,113.70 
601 2003 2 0.00423 75,814.20 21,857,291 17,922,978.62 
601 2003 3 0.00423 74,348.37 21,434,691 17,576,446.62 
601 2003 4 0.00423 69,386.67 20,004,230 16,411,576.76 
601 2003 5 0.00423 64,082.10 18,474,918 15,168,061.52 
601 2003 6 0.00423 80,645.62 23,250,192 19,064,028.30 
601 2003 7 0.00423 77,321.57 22,291,867 18,279,481.00 
601 2003 8 0.00423 77,936.79 22,469,234 18,510,421.70 
601 2003 9 0.00423 68,309.14 19,693,576 16,148,732.32 
601 2003 10 0.00423 66,029.19 19,036,265 16,075,507.96 
601 2003 11 0.00423 70,220.71 20,244,684 16,644,052.50 
601 2003 12 0.00423 73,272.55 21,124,532 17,367,569.66 
601 2004 1 0.00423 78,402.34 22,603,453 18,534,831.46 
601 2004 2 0.00423 72,632.67 20,940,055 17,171,534.72 
601 2004 3 0.00423 70,433.50 20,306,031 16,650,945.42 
601 2004 4 0.00423 66,125.82 19,064,124 15,641,768.14 
601 2004 5 0.00423 67,764.94 19,536,684 16,031,439.52 
601 2004 6 0.00423 75,993.59 21,909,010 17,993,152.58 
601 2004 7 0.00423 73,439.88 21,172,774 17,361,678.78 
601 2004 8 0.00423 75,087.92 21,647,905 17,753,420.66 
601 2004 9 0.00423 71,773.86 20,692,458 16,995,022.34 
601 2004 10 0.00423 66,590.50 19,198,091 15,755,593.98 
601 2004 11 0.00423 70,259.71 20,255,927 16,623,306.50 
601 2004 12 0.00423 78,523.85 22,638,484 18,556,754.98 
601 2005 1 0.00423 78,179.07 22,539,084 18,481,775.00 
601 2005 2 0.00423 72,849.58 21,002,589 17,240,900.98 
601 2005 3 0.00423 72,416.30 20,877,674 17,172,489.20 
601 2005 4 0.00423 65,024.70 18,726,897 15,388,730.73 
601 2005 5 0.00423 64,574.03 18,616,743 15,264,732.14 
601 2005 6 0.00423 84,803.94 24,464,887 20,088,474.94 
601 2005 7 0.00423 84,712.47 24,422,670 20,026,981.36 
601 2005 8 0.00423 82,593.17 23,811,672 19,583,877.14 
601 2005 9 0.00423 76,791.38 22,123,166 18,190,698.64 
601 2005 10 0.00423 70,165.53 20,228,775 16,591,850.48 
601 2005 11 0.00423 72,822.25 20,969,044 17,219,631.56 
601 2005 12 0.00423 76,129.19 21,948,103 17,997,444.46 
601 2006 1 0.00423 73,307.70 21,134,666 17,336,715.52 
601 2006 2 0.00423 72,935.73 21,027,425 17,242,742.70 



601 2006 3 0.00423 70,103.18 20,210,799 16,595,025.52 
601 2006 4 0.00423 64,967.40 18,712,920 15,353,803.39 
601 2006 5 0.00423 80,467.33 23,198,791 19,027,644.08 
601 2006 6 0.00423 75,713.24 22,070,203 17,899,621.07 
601 2006 7 0.00423 85,013.64 24,509,497 20,101,476.72 
601 2006 8 0.00423 86,886.81 25,049,532 20,541,936.44 
601 2006 9 0.00423 67,633.19 19,498,700 15,998,754.32 
601 2006 10 0.00423 66,726.28 19,237,238 15,774,504.00 
601 2006 11 0.00423 69,213.63 19,954,341 16,358,664.62 
601 2006 12 0.00423 73,481.35 21,184,729 17,380,450.22 
601 2007 1 0.00423 75,183.44 21,675,443 17,779,046.48 
601 2007 2 0.00423 76,954.14 22,185,938 18,192,469.16 
601 2007 3 0.00423 74,389.96 21,446,681 17,589,747.84 
601 2007 4 0.00423 67,536.09 19,336,009 15,966,440.45 
601 2007 5 0.00423 71,492.05 20,611,211 16,960,841.46 
601 2007 6 0.00423 82,785.93 23,867,246 19,571,829.70 
601 2007 7 0.00423 81,304.24 23,440,075 19,220,861.50 
601 2007 8 0.00423 82,928.54 23,908,360 19,604,700.22 
601 2007 9 0.00423 78,230.28 22,553,850 18,494,249.66 
601 2007 10 0.00423 67,708.72 19,520,474 16,013,755.40 
601 2007 11 0.00479 58,875.88 20,798,200 12,291,864.35 
601 2007 12 0.00479 60,808.58 21,516,783 12,694,758.60 
601 2008 1 0.00479 60,726.01 21,487,566 12,677,916.46 
601 2008 2 0.00479 60,434.93 21,384,570 12,617,213.13 
601 2008 3 0.00479 56,654.87 20,047,014 11,834,510.87 
601 2008 4 0.00479 53,961.35 18,886,248 11,266,289.18 
601 2008 5 0.00479 51,242.41 18,131,845 10,698,436.96 
601 2008 6 0.00479 64,509.23 22,826,239 13,469,464.00 
601 2008 7 0.00479 64,224.22 22,624,493 13,410,086.56 
601 2008 8 0.00479 60,824.58 21,522,444 12,698,004.78 
601 2008 9 0.00479 60,925.61 21,558,193 12,722,002.44 
601 2008 10 0.00479 51,301.95 18,307,881 10,711,957.87 
601 2008 11 0.00479 56,137.46 19,863,931 11,724,162.58 
601 2008 12 0.00479 60,086.06 21,261,123 12,551,770.92 
601 2009 1 0.00439 65,776.90 21,404,785 15,006,157.60 
601 2009 2 0.00439 62,930.70 20,478,588 14,359,876.30 
601 2009 3 0.00439 62,420.18 20,312,458 14,218,720.60 
601 2009 4 0.00439 56,333.77 18,112,190 12,845,564.10 
601 2009 5 0.00439 53,550.68 17,423,499 12,198,330.36 
601 2009 6 0.00439 64,771.66 21,077,665 14,748,771.80 
601 2009 7 0.00438 59,259.95 19,328,100 13,528,244.10 
601 2009 8 0.00438 69,180.61 22,559,791 15,791,853.70 
601 2009 9 0.00438 57,769.02 18,841,819 13,213,879.00 
601 2009 10 0.00438 53,827.49 17,556,260 12,346,818.40 
601 2009 11 0.00438 56,665.57 18,483,672 12,937,344.70 
601 2009 12 0.00438 62,253.77 20,304,340 14,213,188.40 
601 2010 1 0.00411 62,040.67 20,678,156 15,095,053.88 
601 2010 2 0.00411 59,824.18 19,940,211 14,555,762.61 
601 2010 3 0.00411 54,885.77 18,293,427 13,354,201.71 
601 2010 4 0.00411 51,952.56 17,022,038 12,640,524.79 

602 2002 5 0.00423 105,745.05 16,728,850 25,095,115.50 



602 2002 6 0.00423 123,483.04 19,461,472 29.191.867.50 
602 2002 7 0.00423 135.074.53 42.637.688 31.939.732.50 
602 2002 8 0.00423 131.354.53 20.702.054 31.052,983.50 
602 2002 9 0.00423 128.627.38 20.272.243 30,408.364.50 
602 2002 10 0.00423 111.385.55 17.554.854 26.373.987.00 
602 2002 11 0.00423 111,016.69 17,496,720 26,309,592.00 
602 2002 12 0.00423 119,735.80 18.870,891 28,284,081.00 
602 2003 1 0.00423 123.399.67 19,448.332 29,172,984.00 
602 2003 2 0.00423 121,407.20 19,134,311 28,701,466.50 
602 2003 3 0.00423 118,338.76 18,650,711 27,976,066.50 
602 2003 4 0.00423 108,407.62 17,085,519 25,643,110.50 
602 2003 5 0.00423 98.552.68 15,532,337 23,340,027.00 
602 2003 6 0.00423 128,120.60 20,192,372 30,288,897.00 
602 2003 7 0.00423 123,127.50 19,405,437 29,108,155.50 
602 2003 8 0.00423 124,351.56 19,598,355 29,397,532.50 
602 2003 9 0.00423 106,325.95 16,757,439 25,136,158.50 
602 2003 10 0.00423 103,242.08 16,271,407 24,422.721.00 
602 2003 11 0.00423 110.702.26 17,447,165 26.248.500.00 
602 2003 12 0.00423 117,468.77 18,513.596 27,853.540.50 
602 2004 1 0.00423 127,472.61 20.090.246 30,135,369.00 
602 2004 2 0.00423 116.580.09 18.373.536 27,560.304.00 
602 2004 3 0.00423 110.937.30 17,484.208 26,226.312.00 
602 2004 4 0.00423 103,949.70 16.382.932 24.591,202.50 
602 2004 5 0.00423 105,434.29 16,616,910 24.925,365.00 
602 2004 6 0.00423 119.587.29 18,847.484 28.305,4 75.50 
602 2004 7 0.00423 116.230.46 18.318,433 27,477,649.50 
602 2004 8 0.00423 118.943.59 18.746,034 28.114.143.00 
602 2004 9 0.00423 112,657.85 17.755,375 26,672,230.50 
602 2004 10 0.00423 103,430.85 16.301.159 24,476.016.00 
602 2004 11 0.00423 110,041.04 17,342,954 26.025,492.00 
602 2004 12 0.00423 126.026.93 19,862,400 29,782,149.00 
602 2005 1 0.00423 124,621.71 19.640,932 29,460,885.00 
602 2005 2 0.00423 114.997.89 18.124.175 27,219,894.00 
602 2005 3 0.00423 114,854.93 18.101,644 27,160,882.50 
602 2005 4 0.00423 99.918.90 15,747,660 23,647.809.00 
602 2005 5 0.00423 98,859.05 15.580,623 23,390,250.00 
602 2005 6 0.00423 133,782.08 21,084,646 31,700,619.00 
602 2005 7 0.00423 134.668.41 21.224,336 31.827,213.00 
602 2005 8 0.00423 130.678.50 20.595,508 30.999,919.50 
602 2005 9 0.00423 120,806.14 19,039,580 28,626.553.50 
602 2005 10 0.00423 109,631.30 17,278,377 25.917.565.50 
602 2005 11 0.00423 114,778.66 18,079,805 27,142,406.78 
602 2005 12 0.00423 121,464.12 19,143,281 28,820,554.50 
602 2006 1 0.00423 116,203.12 18,314,124 27,469,417.50 
602 2006 2 0.00423 115,792.04 18,249,337 27,374,152.50 
602 2006 3 0.00423 110,787.48 17,460,596 26,224,792.50 
602 2006 4 0.00423 101,048.77 15,923,970 23,879,867.51 
602 2006 5 0.00423 127,001.98 20,016,073 30,055,116.00 
602 2006 6 0.00423 118,157.70 18,864,193 27,934,150.76 
602 2006 7 0.00423 134,515.87 21,200,294 31,800,297.00 
602 2006 8 0.00423 137,440.33 21,661,203 32,511,178.50 
602 2006 9 0.00423 104,993.92 16,547,505 24,841,465.50 
602 2006 10 0.00423 103,393.89 16,295,333 24,442,942.50 
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2009 
2009 
2009 
2009 
2009 
2009 
2009 
2009 
2009 
2009 
2010 
2010 
2010 
2010 

11 
12 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 

1 
2 
3 
4 
5 
6 
7 
8 
9 

10 
11 
12 

1 
2 
3 
4 

0.00423 108,425.22 17,088,293 25,632,439.50 
0.00423 115,828.35 18,255,059 27,400,360.50 
0.00423 118,672.32 18,703,282 28,045,564.50 
0.00423 122,037.40 19,233,632 28,850,448.00 
0.00423 117,141.81 18,462,066 27,718,470.00 
0.00423 103,657.93 16,335,013 24,505,421.50 
0.00423 109,755.23 17,297,908 25,987,765.50 
0.00423 130,488.17 20,565,512 30,846,040.50 
0.00423 128,212.47 20,206,851 30,310,276.50 
0.00423 131,894.26 20,787,118 31,180,677.00 
0.00423 123,065.50 19,395,666 29,093,499.00 
0.00423 105,357.60 16,604,823 24,902,017.50 
0.00479 137,805.01 17,869,138 28,769,312.18 
0.00479 144,354.27 18,718,380 30,136,195.74 
0.00479 143,909.04 18,660,647 30,045,671.88 
0.00479 143,582.14 18,618,258 29,975,395.38 
0.00479 133,088.02 17,257,688 27,784,556.26 
0.00479 124,030.79 16,068,925 25,893,693.76 
0.00479 117,085.60 15,182,458 24,443,256.67 
0.00479 150,016.62 19,452,615 31,322,859.12 
0.00479 150,427.92 19,437,659 31,407,972.29 
0.00479 141,896.87 18,399,729 29,623,560.4 7 
0.00479 141,889.37 18,398,757 29,623,919.50 
0.00479 122,281.57 15,856,218 25,533,254.04 
0.00479 131,781.12 17,088,023 27,518,561.14 
0.00479 143,255.31 18,575,878 29,907,160.36 
0.00439 133,109.89 18,716,765 30,321,159.30 
0.00439 128,324.32 18,043,860 29,231,053.20 
0.00439 126,006.23 17,717,909 28,703,012.58 
0.00439 112,168.36 15,641,416 25,581,137.40 
0.00439 105,293.72 14,805,390 23,988,000.50 
0.00439 130,248.21 18,314,484 29,656,335.13 
0.00438 115,565.91 16,805,676 26,390,674.79 
0.00438 135,880.63 19,754,977 31,015,313.89 
0.00438 112,192.32 16,315,086 25,671,195.60 
0.00438 104,880.60 15,251,810 24,060,760.25 
0.00438 110,989.10 16,140,113 25,339,977.41 
0.00438 123,851.09 18,010,572 28,276,505.11 
0.00411 128,213.19 18,242,938 31,195,423.98 
0.00411 122,297.68 17,401,244 29,756,127.24 
0.00411 110,352.34 15,701,590 26,849,718.90 
0.00411 102,652.08 14,450,831 24,976,176.29 
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21. Ref: Ex 3 and Ex 8 – Transmission Operating Revenues & Charge Determinants

(a) Please provide the actual charge determinants by customer and by asset pool for the 
period 2002 to 2009 and forecast for 2010, in the format below. If needed please source this 
information from the IESO. 

Years
Historical Annual Charge 

Determinants Kashechewan
Fort 

Albany Attawapiskat De Beers

Total 
FNEI 
Load

2002 Network (MW)

Line Connection (MW)

Transformation Connection 
(MW)

2003 Network (MW)

Line Connection (MW)

Transformation Connection 
(MW)

2004 Network (MW)

Line Connection (MW)

Transformation Connection 
(MW)

2005 Network (MW)

Line Connection (MW)

Transformation Connection 
(MW)

2006 Network (MW)

Line Connection (MW)

Transformation Connection 
(MW)

2007 Network (MW)

Line Connection (MW)

Transformation Connection 
(MW)
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Years
Historical Annual Charge 

Determinants Kashechewan
Fort 

Albany Attawapiskat De Beers

Total 
FNEI 
Load

2008 Network (MW)

Line Connection (MW)

Transformation Connection 
(MW)

2009 Network (MW)

Line Connection (MW)

Transformation Connection 
(MW)

2010 Network (MW)

Line Connection (MW)

Transformation Connection 
(MW)
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RESPONSE

Please see attached.  [Confidential Filing Request]
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22. Ref: Ex 8 – Charge Determinants – Alternate Forecast Scenarios

(a) Update: The test year charge determinants forecast is based on an average of 2007, 
2008 and 2009 peak load by pool. With respect to 2009 load data, it appears that this may 
be a blend of actual and forecast. If that is case, please restate the 2010 forecast using 
actual 2009 load data.

(b) Average of Full Data Scenario: FNEI has used the average of 3 years of load data by 
pool to estimate the 2010 Charge Determinants. For the purposes of this interrogatory, 
please provide the 2010 Charge Determinant forecast based on an average of 2002 to 2009 
load data by asset pool. If the full extent of the historical data is not available, please 
identify why it is not available and use the available data to complete the interrogatory. 

(c) Simple Linear Trend using Full Data Scenario:  Please provide the test year Charge 
Determinant forecast based on a simple linear trend using 2002 to 2009 actual charge 
determinant by pool data. If the full extent of the historical data is not available, please 
identify why it is not available and use the available data to complete the interrogatory. 

RESPONSE

(a)  The data for 2009 is not a blend of actual and forecast but is based on the actual 2009 
transmission data files from the IESO.

(b) and (c)  Please see attached.  [Confidential Filing Request]
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23. Ref: Ex 8 – Charge Determinants – Forecast Accuracy

Preamble:  To test the forecast accuracy of FNEI’s forecasting methodology, please 
provide the following ex-post analysis. 

(a) 3-Year Average Method: Please estimate the charge determinant by pool for 2007, 
2008 and 2009, using the 3 year average method proposed in this application. (i.e. for the 
2007 estimate use 2004-2006 data, for the 2008 estimate use 2005-2007 data, and for the 
2009 estimate use 2006-2008 data). Please compare this estimate to the actual charge 
determinant in each respective year and identify the forecast error in each year. 

(b) Average of Full Data Method: Please provide a charge determinant forecast for 
2007, 2008 and 2009 using the average of full historical data. (i.e. for the 2007 estimate use 
2002 to 2006 data, for the 2008 estimate, use 2002-2007 data and for the 2009 estimate, use 
2002-2008 data). Please compare the estimates to the actual charge determinant in each of 
those years and identify the forecast error. Please also provide the MS Excel worksheets if 
available.

(c) Simple Linear Trend using Full Data Method: Please provide a charge determinant 
forecast by pool for 2007, 2008 and 2009 using a simple linear trend based on the full extent 
available data. (i.e. for the 2007 estimate use 2002 to 2006 data, for the 2008 estimate, use 
2002-2007 data and for the 2009 estimate, use 2002-2008 data). Please compare the 
estimates to the actual charge determinant in each of those years and identify the forecast 
error. 

RESPONSE

(a), (b) and (c)  Please see attached.  [Confidential Filing Request]
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24. Ref: Ex 8 – Charge Determinants

(a) FNEI has used a simple 3 year average peak load by pool to calculate the test year 
charge determinants. Please explain why FNEI has not relied on an econometric or end-use 
model to forecast charge determinants. 

(b) The charge determinants are based on actual load and are not weather normalized. 
Please explain how FNEI’s forecast methodology deals with issues of weather 
normalization. 

(c) Did FNEI refer to any regional economic forecasts, population growth estimates, 
industrial activity or residential and commercial building activity to test the 
appropriateness of the charge determinant forecast? 

(d) Why has FNEI not developed a more sophisticated approach to forecasting and 
weather normalizing the charge determinants? 

RESPONSE

(a)  It is not clear to FNEI that transmission billing determinants would be strongly related to 
heating and or heating degree days.  In any event, degree day information for the area (available 
for Moosonee) is only available starting in 2006.  As a result, any econometric forecast would be 
based on only four years of data.  FNEI does not have any end use data for any of the customers 
it serves.

(b)  The FNEI methodology does not deal with the issue of weather normalization, other than the 
forecast is implicitly based on the average of the weather over the three years used in the 
calculation of the average.  As noted above, FNEI only has four years of historical weather data 
available to it.

(c)  No, as FNEI serves a remote area, there are no regional economic forecasts that would be 
applicable.  Residential, commercial, and industrial activity is limited in the 3 communities 
served by FNEI and no significant changes are forecast for 2010.  DeBeers production is 
expected to remain at recent levels.

(d)  A limited amount of historical data, including billing determinants, degree day information 
and economic activity measures specific to the communities served limits the forecasting 
approaches that can be undertaken at this time.  Over time, it may be possible to develop a more 
sophisticated approach to forecasting, such as billing determinants as a function of degree days.
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25. Ref: Ex 3/T1/S2 – Other Revenues – Miscellaneous Revenues

Preamble:  FNEI’s 2009 Audited financial statements indicate that FNEI earned 
$189,130 in miscellaneous revenues. FNEI’s as-filed forecast of miscellaneous revenues is 
$50,000. The source of this revenue is the work performed by FNEI for De Beers. Please 
provide the following information: 

(a) Please provide a copy of the cost recovery agreement, with De Beers referenced at 
Ex 3/T1/S1/p.2. Please identify the services performed by FNEI and the pricing structure 
for these services. 

(b) How was the as-filed estimate for miscellaneous revenues developed? Please explain.

(c) What are the drivers that contributed to the significant increase in actual 2009 
miscellaneous revenues compared to FNEI’s as-filed forecast of $50,000?  Are these factors 
likely to affect the 2010 estimate as well? Please explain.

(d) Given that the actual misc. revenue in 2009 was higher than initially estimated, is 
FNEI agreeable to updating its as-filed misc. revenue estimate? 

RESPONSE

(a)  Please see attached.  Refer to section 5 for how FNEI’s costs for services.

(b)  The $50,000 forecast represents the amount expected to be paid by De Beers under the 
Connection and Cost Recovery Agreement.

(c) and (d)  Most work related to the De Beers assets is now complete, and consequently, the 
$50,000 is a far more appropriate estimate of the 2010 miscellaneous revenues than the previous 
year’s $189,130 figure.



Victor Mine Sirv Projcct Agreement 

VICTOR MINE SITE CONNECTION 
. 14 

THIS CONNECTIOK AND COST RECOVERY AGREEMIc.NT is made as of the &day of November, 
2005, between De Dcers Canada lnc. ("De Beerr") and Five Nations Energy Inc. ("FNEI"). 

WHEWAS the connection of Dc Beers' Victor Mine Site to t3NEl's transmission SyRelll requires certahl work to 
be performed on cerrain cot~nection facilities forming part of FNE1's transmission system, 

AND WHEREAS to perrmt such counection De Beers will c o u l ~ ~ c t  certatn transmission focilit~es, the ownership 
of which shall be wansferred to ME1; 

AND WHEREAS punuant to the Transtnission System Code, De Beers will pay a capital colltribution to FhlEI in 
respect of the connection ti1 FNEI's transmission system. 

'I'HEKEFORE in consitlcrntion of the mutual covenants contained herein and for other good and valuable 
consideration, the receipt nnd suficicncy of which is hereby irrc\,ocably acknowledged by the parties, the patries 
ogree as follows: 

1. Each parry reprcslmts and warrants to the other that: 

(a) it is o corporatloil duly incorporated and validly subsistir~g in all respects under the laws of its 
jurisdiction of incorporaho~l; 

(b) it has all the necessary corporate power, authority and capacity to cntcr illto this Agreement ut~d to 
perform IS obligations hereunder; 

(c) the execution of this Agreement and compliance with and performance of the tcn~u,  cor~d~r~ons, 
and covellants contemplated ill this Agreement have h e n  duly authorized by all necessary 
corporate action on 11s part; 

(d) no procccd~rigs have been imt~tuted by or against it wth respect to bankruptcy, insolvency. 
Ilquidat~on or dissolution; 

(e) subject to the extent that equiiablc renledics such as spccii'ic performance and injunctiou nre hl tllc 
ditcretion of thc couri f n ~  which they am sought, this Agreexnent co~~stitutes n valid and binding 
obligntion er~forcrable against it in accordance with its terms and conditions, and it is not a pony 
to, bout~d or affect~d by or otherwise subject to any indenture, mortgage, lease, charter or by-lnw 
provision, agreement or other insmune~~t, or my statute, rule, regulation, judgement or other order 
which would be violated, contravened or breached by, or under which default by it would occur ns 
a result of, the execution of this Agrecmnt or the co~npliance with wd performance of any of the 
terms, conditions and covenants conten~platcd hcrein; 

(f) it is rcgistcxd for purposes oTPurt IX of the F s i s e  Tux Acr (Canada); 

(g) except for (i) any approvals required pursuant to the Onrario E n e w  llouril Ad,  1998 (Ontario), 
ond (ii) the prmits specified in Schedule "D'attached hereto, no conqent, autl~orization or 
approval oC or exemption by, any governn~cntal or public body or authority, or by any person. 
pursuant to statute, contract or orhcrwise. is required in connection with the execution and 
perfornlnncc of this Agreement, or nny of the covernuts 01. transactions conten~plared herein 
referred ro, or the taking of any action contemplated larein. 

2 1 The tcrrn of this Connection and Cost Recovery Agee~ncnt (the "Agreement") conunenccs 011 thc date first 
winen above and termitrates OII rhe Guaranteed Revenue Date. 

Page I of IS 
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Contestable Work t\.nrcts 

To complete the connection of the Victor Mine Site, De Beers will consmtct certain transmission facilit~es 
that are more particularly described as Contestable Work Assets. De Dwrs will construct and transfer tltle 
to the Contestable Work Assets to FNEI in accordance with the terms and conditions snout  in Exhibit "A". 

Medium Risk Connection 

I'he parties acknowledge that contempolaneolls to the Transfer I>aa Phase 1, De Beers will be connected to 
the W,I Facilities - HV as a load customer and the basis for the connection shall be un accordance with 
the terms and conditions set out in Exhibit " B  De Reers will pay on the Trnnsfer Dare Phase 11, the 
Capital Conn~but~on prepared rn accordance with Exhibit "B". 

FNEI Connectlun Work 

I'he t:NNEI Connection Work be completed by FNEl by the Ready for Service Date and as such the Ready 
for Service Date is subject to: 

a any delays caused by third parties: and 

(b) all necessary approvals and permits contemplated pursuant hereto hnve been obtained. 

1)e Beers shall pay the actual cost for the FKEI Connection Work which is estimated to be the nmount 
specified in Schedule "C" (plus applicable taues) in the manner spccificd in Schedule "C" (the "Actual 
C;ost"). Withln 10 days before the Transfer Date Pllase 11, FNEI shnll provide I)e Beers with n final invoice 
or credit memorandum which shall indicate whether the amount already paid by De Beers for the FNEl 
Connection Work exceeds or is less than the Actual Cost. Any difference between thc Actual Cost (plus 
applicable tnxes) and the anrolltit already paid by De Beers for the FNEI Connection Work shalt be paid on 
the 'Tmnsfer Date Phase 11, by FNEI to De Beers, if the anwunt already paid by De Reers exceeds the 
Actual Cost (plus applicable Was), or by De neers to FKEI, if the amount alrcady paid by Dc Beers is less 
than the Acn~al Cost (plus applicable tnxes). 

Subsection 6.6.2(d) of the Trnnsmission System Code issued by the Ontario Energy Board on July 25,2005 
(the "Transmission System Code") references that De Beers is required to pay Ontario Energy Board- 
approved fees for inspection, testing nnd commissioning by WE1 (the "Board Approved Fees"). As !YE1 
does not have any Board Approved Fees as at the execution of this Ayreement, Dc Beera shall pay the 
inspection, testing and commissio~iing fees of FNEl contenlplatcd by and that comprise the FNEI 
Connection Work as invoiced by FNEI. Once FNEI has Board Approved Fees, if the amounts paid by De 
Beers for iaspcction, testing and conm~hsioning to FNBI in respect of the FNEI Connectio~~ Work: 

(I) exceed the Hoard Approved Fees, Fh'P.1 shall rtfc~nd the difkrencc to DF Beers (phn 
applicable taxes); or 

( i ~ )  arc less than the Board Approved Fees, De Beers shall pay the difference to FNEI (plus 
applicuble taxes) In accordance with the Invoice Issued by FNB 

FNEI shnll kerp proper accounts and records of all of its costs relatcd to the Contestable Work Project, 
Including without limitanon, the FNEI Connection Work. De Beers shall have the right to audit, inspect, 
cxamlne and copy FNEJ's accounts and records related to the Contestable Work Project, ~ncluding, without 
limitation, the FNEI Connection Work during regular busimas hours on Business Days, on not less than 
two Business Ilays' notice. FNEI sLl l  preserve and keep available for audit, inspection, examination and 
copying all such accounts and records for a period not less dlan seven yean. 

Inconsistency with tlte Transmission System Code 

If any provision of this Agreement is inconsistent with the Transmission System Code, the Parties agree to 
negotiate in good hith to replace the inconsistent provision. In the event of a Dispute (as that term is 

Page 2 of 1 5 
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defined in Section I].]), the process described in Section 11.1 shall apply. At any time, including if the 
parties ore unable to agree on a new provision or provisions to replace an inconslstellt provision, De Beers 
shall have the right to terminate this Agrecmcnt, and if De Bcers tcrrninutec the Agreement: 

(i) prior to Ihe Ready for Scrvice Date, Section 10.1 shall apply; and 

(ii) aner the Ready for Service Date, the parues agree that the tern~ir~ation shall be deemed a 
voluntary and permanent disconnection of h e  Victor Mine Sitc from the IESO-controlled 
Grid and ME1 shall perfonn a True-Lip of the Line Comection Revenue In accordance 
with die Tmnsnussion System Code. 

6.2 Nothing conmined withill this Agreement shall preclude, prevent, prohibit or operate as a waiver of any of 
the Porties' rights to: 

(i) nuke application to the OED; 
(ii) participate in any heanngs before the OEB; or 
(iii) make any appeals to a court of conlpetent jurisdichon regarding any decision by the 

OEB. 

with respect to any tnlner, issue. thing, inrcrprrtafon, consideration or consequence whatsoever that is 
related to the term of this Agreement. 

7. Events of Default 

7.1 Each of tile following events shall constitute an "Event of Default" under this Agrecrnmt: 

(a) failure by Dc Beers or FNEI to pay any amount due under this Agreement within the time 
stipulated for payment; 

(b) breach by De Beers or FNEI of any Material term, condition or covenant of this Agrwment; or 

(c) the making of on order or resolution for thc winding up of De Beers or WE1 or of its operations or 
thc occurrence of any othcr dissolution, bankruptcy or reorganization or liquidation proceeding 
instituted by or agalnst De Beers or FNEI. 

For greater certainty, a 1)ispule (as defined below m Section 11.1 below) will 1101 bc considered an Event of 
Default under this Agreement. ilowever, a Party's fa~lure to colnply with the terms of a settlement or 
resolutio~~ of a dispute by the OEB or a court of competent jurisdiction will be cons~dcred an Event of 
Dcf-~ult under this Apree~ncnt. 

7.2 Upon the occurrence of on Event of Default by De Beers llereunder (other than those specified ia 
Subsection 7.l(c) above for which no notice IS required to be given by FNEI), FNEI shall give 1)e Beers 
written norice of the Event of Default and allow De Beers 30 calendar days from the date of receipt of the 
notice to rectify the Event of Default, at De Beers' sole expense. If such Event ofDefnult is not cured to 
FNEl's reasonohle satisfaction within the 30 calerldar day period, FNEI may, in its sole discretion, exercise 
the following remcdy in addition to any remedies that may be available to F N H  under the tenns uf this 
Agreement, at comnlon law or in equity: terminate this Agreement without furthcr notice and, if PNBl 
terminates this Agreement after the Transfer Date Phase 11, FNEI may perform a Tme-Up and if the Actual 
Dc Beers Load to the date of termination is less thon the load in the Load Forecast and thercforc has not 
gellarated the forecasted Line Connection Revcllue required for the economic evaluation period, aRer 
giving L)e Beers at least 10 calendar days' prior writtcn notice thereof. FNEI may &%over, as liquidated 
damages and not as a penalty, the shortfall. WE1 will provide an invoice to De Beers in respect of any 
sllortfall. 

7.3 Upon the occurrence of an Event of 1)efault by FNEl hereunder (other than those spec~tied in Subsection 
7.l(c) above for whlch no notice is requlred to be given by L)c Beers), De Beers shall glve IXEI written 
notice of the Event of Default and shall allow FNEI 30 calendar days from thc date of rece~pt of the notlce 
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to rectify the hvent of Default at FNEl's sole expense. If such Event of Default 1s not cured to De Beers' 
rcasol~nble aattsfaction within the 30 calendar day period, De Reas may pursue any remedies available to it 
at law or in equity, Including at I@ option the ternunation of this Ageenlent. 

7.4 All rights and remedies of IVEI and De Beers in this Agreement are cumulative and in addition to any 
other right or rc~mdy otherwise available to WE1 and De Beers respectively at law or in equity, and any 
one or more of FNEl's and De Beers' rights and remedies may from time to time be exercised 
independently or in combination and without prejudice to any other right or renicdy FNEI or Ile Been nmy 
have or may have cxercised. The parties funher agec that where any of the remedies provided for and 
elected by thc non-dcfault~ng pr ty  arc found to be unenforceable, the non-defaulting puty shall not be 
precluded from exercising any other right or renledy available to i t  at law or in equity. 

8. Force hlaJeurc 

8.1 Sei~hcr party shall be cor~sidered to be in deliult in the performance of its obligations under this 
Agreement, except obligations to make payments with respect to amounts already accrued, to the extent 
that performance of' any such obligation is prevented or delayed by nny cause, existing or future, which is 
bcyond the rcasonnble control of, and not a result of the fault or negligence of, the affected party ("Force 
Majeure") and includes, but is not lirtiled to. system opcniting corlditions mandated by the IESO, strikes, 
lockouts and any other labour disturbances and manuf'xturer's delays for equipment or materials required 
for the C:ontestable Work Assets or the FNEI Connection Work not acquiesced in by the affected party, acts 
of God, acts of War or conditions arising out of or atiribiltable to War, whether declared or undeclared; riot, 
civil strife, insurrection or rebellion; fire, explosion, earthquake, storm, flood, drought or adverse weather 
conditions. The non-affected party ahall he relieved of any obligation hereunder during the continuation of 
the event oiForce Mnjcurc. 

If a patty is prevetited or dclayed in the performance of any such obligation by Force Majeure, such party 
shall immediately provide notice to the other party of the circumstances preventing or delaying 
perfommnce nnd thc expected duration thereof. Such nohce shall be confumed in writing as soon as 
reasonably possible. The party so affected by the Force Majeure shall endeavour to remove the obstacles 
wllicl~ prevent performance and shall resume performance of its obligabons as soon as reasonably 
practicable. except that tlhcre shall be no obl~gal~on on the party so affected by the Force Majeure where the 
cve~~t  of Forcc Mnjeure is a strike, lockout or other labour disturbance. 

9. Sulc, Lease, 'l'ransfer or Other Dispodtlon of the Victor hllne Site 

9.1 In the event that De Beers sells, leases or otherwise transfers or disposes of the Victor Mine Site to a third 
party or to an Affiliate, during the Tenn of this Agmement, De Beers shall cause the purchaser, lessee or 
other third party or Affiliate to whom the Victor Mine Site is transferred or disposed to entcr iltto an 
nssun~ption agreement uith FNEI, having a form and content satisfactory to FNEI, acting reascmably, to 
assume all of De Beers' obligations in this Agreement. Notwithstanding such assunlption agreement, 
unlcss FNEI agrees olherwise in writing, which agreement shall not be unreasonably withheld. De Beers 
shall remain obligated hereunder. Notwithstanding the foregoing, in the event that such third person or 
Afiiliate is clnssificd as a medium-low to low risk customer in accordance with Section 6.5 2(a) of the 
I'ransnrission System Code. then De Bcrrs shall not remain obligated hereunder m d  no agmment shall be 
requircd from WE1 to this effect. 

Page 4 of 15 



Victor M~ne Site Pmject Agrcement 

Cancellatron of Connectlon and Early Termination of Agreemenl for Breach 

If the connection of the Victor Minc Site is cancelled or this Agreement is terminated prior to the Tra~ufer 
Date I'hase I1 for any reason whatsoever other than breach of this Agreement by FNEI. Dc Beers shall pay 
FNEl's project related COSTS (plus applicable taxes) incurred before the connection of the Victor Minc Site 
was cancelled or this Agreement was terminated, including all costs associated with the winding up of the 
FNEl Connection Work, including, bur not limited to, storage costs. vendor cancellation costs, facility 
removal expenses and any environmental remediation costs. 

If I)c Been provides witten notice to FNEI Ulpt it is cancelling the connection of the Victor Mine Site or 
terminahng this Agreement prior to the Transfer Date Phase 11, FNEl shall have 10 Business Days to 
provide written notice to De Beers that: 

(i) De Been sl~all remove all equipment aid materials constructed within or instnlled in the 
applicable electrical stations as at its date of such cancellation or termination and require 
l)e Beers to return said stations to their coridition prior to the cornmencement of any 
work by De Becrs or its contractor on the Contestable Work Station Asscts; or 

(ii) it wishes to purchase, and De Been shall transfer to FNEl tiile to, the applicabfe 
equipment and materials for S1.00 on an "as is, wken! is" basis. 

For greater certainty, nlEI shall have the above option if Ihc cancellation or termination occul.s at any time 
prior to the Transfer Date Phase 11, including if such cancellation is after the Transfccr Date Phase I. 

If De Beerg wishes to defer the connecllon of the Victor Mine Site, the Parties will negotiate the tcsms of 
such deferral. 

Resolution of Certain Disputes 

Urrless tho Parties agree otherwise, either party may refer disputes, disagreenlents, controversies, questions 
or claims ari..ing out of or rclating to whether any of the terms of this Agreement are inconsistent with the 
Transmission Systen~ Code ("Dispute") to a comminee to be composed of one (1) representative of each of 
the Parties with respousibility for the business unit involved in the dispute, to hear the Dispute aud anempt 
to reach a resolution. Ifthe corun~ittcc cannot resolve thc Dispute, either party nlay refer the Dispute to the 
Ontario E n e ~ y  Board for a review nnd resulutiou. 

Neither Party may suspend or cease performing their obligutions under this Agmemont in the event of a 
111spute. 

'[his Agreement shall be corrstrued anti enforced in accordance with, and the rights of the parties shall be 
governed by, the laws of the Pro\.ince of Ontano and the laws of Canada applicable therein, md, subject to 
Sccrion 11.1 irbovr and Section 9 of Exhibit "B", the courts of Ontario shall have exclusive jurisdiction to 
detenninc all disputes arising out of tlris Agrecnlrnt 

General 

The failure of any pany hereto to enforce at any time any ofthe provisions of this Agreemerit ur to exercise 
any right or remedy s h l l  irr no way be construed to be a waiver of such provision or any other provision 
nor in nny way aiTect the validity of this Agreement or any pan hereof or the right of any party to enforce 
thereofer each and every provisior~ and to exorcise any right or remedy. The waiver of any breach of tlus 
Agreenlcrnt slrall not be held to be a wnivcr of any other or subsequent breach. Nothing shall be construed 
or have the effsct of a waiver except an ir~strunlent in writing signed by a duly authorized uflicer of the 
party against whoni such waiver is sought to be enforced. 

No amendment, modification or s~~pplemcnt to thrs Agreement shall be valid or ba~dmg ~~nless  set orrt in 
wntmg and executed by the pames w~th  the same degree of formality as the execurlon of h s  Agreement. 



Viclor Minc Site Project Agreement 

12.3 Any written notice required by this Agreement sliall be deemed properly given only if either mailed or 
delivered: 

(a) in the case of FNEl to: 

70C Mountjoy Street Nonh 
Suite 42 1 
Timmins, Ontario 
P4N 4V7 

Attention: General 
Fax No.: (705) 268-0071 

(h) in the case of I)e Bems to: 

65 Overlea Boulevard 
Suite 400 
Toronto, Ontario 
M4H 1P1 

Attention: Jeremy Wyeth, Vice President Victor Project 
Fax No.: (905) 829-4407 

A faxcd notice will be deemed to be rcceived on the date of the fax if received before 3 p.m. or on the next 
Business 1)ay ~f rece~ved nRer 3 p.m Notices sent by courier or registered rnnil shall be deemed to have 
b c ~ n  received on the date rndicatcd on Ihe delivety receipt. The designntion of the p r son  to be .so notified 
or the address of such person may be changed at any time by either party by written notice. 

12.4 This Agrecnlent may be exrcl~ted 111 coimterparta, inclading facsimile counterparts, each of which shall be 
deemed an original, bur all of which shall together cunstitute one and Ute S a m  agreement. 

12.5 Invoiced amounts are due 30 days alter invoice issuance. All ovcrdue amounts shnll bent interest at 1.5% 
per month compounded monthly (19.56 percent per yrar) for the time they reminunpaid. 

12.6 ' ren~ul~t ion or expiry of all or part of this Agrcemcnt for any reason does not affect any rights of either 
party against the other which: 

(a) arosc prior to tlie tin= at which such termination or expiration occurred; or 

(b) otherwise rekle to or may arise at any future time from any breach or non-observance of 
obligation under this Agreement occu~ring prior to the termination or expiration. 

12.7 Schedules " A ,  " B ,  "C", "D" and "E" anached hereto, nnd Exhibit "A" - ?be Transfer of Contestable 
Work Terms and Conditions and Exhib~t " B  - The Medium Risk Connection Terms and Cond~t~ous 
attached hereto are to be read with and fortn part of th~s Agrecimnr. T h ~ s  Agreement constitutes the eatuc 
agreement between the parhes w~th respect to the subjecl matter of th~s  .4gr:recment and supersedes all pnor 
otal or wrllren representations nnd agreements concermng the subject rnarter of this Agreement. 

12.8 If there 1s a conflict between any t m  or provis~o~l of tliis Agreement and Exhibit "A" or Exhibit "B", then 
the terms and povisions of this Agreenxnt shall govern atd prevail. 



Vtctur Minc Site Prujcct Agreement 

IN WI'I'NESS WHEREOF, the parties llcrcto have caused this Agreement to bc executed by tlle signawes of their 
proper aulhorized signatories, as of thc day and year first written above. 

FIVE NATIONS EN EKGY IKC. 

/L <-:- " 
Name: ~hief~ich%T?%&wabin 
T~tle: P~.tsident 
I hvvc thp authority to bind the Corporation. 

,/' . ., Iltle: Secretary - Treasurer and Project Co-ordinator 
I have the authority to bind the Corporation. 

DE HEERS CAYADA MC. 

'I'lrlc: Vice Preskstft Victor Project 
I have the authority to bind the Corporation. 
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Victor Mine Site hoject Ageerncn~ 

CONTESTABLE WORK ASSETS; 

As described in the document "Five Narrons f iner0 Inc Vicror Proj~~ct, Requirement.vJ~r F~lenrion rfForr A/bonj~, 
Kushcchewun, and ..lt/awupiskot S~ihstci~iuns, Technicul Specijicurionr, Ftbruoy 2005 " and in "Dc Beers Cumdu 
Victor Project CONTRACT NO: 143232-C403, 11SkV Transmissivn Lfrre (EPC) I'olrime 2 Tcchrrical I.s.ci~e, 
Februorf 2005": 

- approximately 170 km of new high voltage 115 kV line (energized at 138 kV) from Moosonee Switching 
Station to Kashechcwa~~ Tmnsforn~er Station; 

- a new hlgh voltage c~rcult breaker and bushing airrent hansfomer, one manually operated hrgh voltage 
line drsco~cct ,  onc motonzed h~gh voltage disconnect w~th  llnc slde ground sw~tch in the Atta~apiskat 
'I rallsfomxr Slatlon; 

- 2 new high voltage circuit hrcakers and bushing current tmnsfoms;  1 new high voltage circuit breaker 
without bushing current transformers, 3 new manually opernted high voltage line disconnects; 2 rlew 
molorizcd high voltage discontiect switches with grounding switches, a new 5.5 Mvar 138 kV shu~it reactor 
completc with surge arrestors, and a new high voltage switchyard station site adjacent to thc Kasheclawan 
Transformer Station; 

- n~odification of the existing 115 kV linc (cnerg~zed at 138 kV) and the addition of the new 138 kV line to 
feed into the IICW sitc adjacent to the Kashechcaan Transfomtcr Station. 

- connection of the exisring Kasheche\ran Transfoimcr Stat~on to tl~c new Kashechewn~l site for the 
cont~riued silpply of tlie existing Kashe~hewan stabon and the Kashechewan to Attawops~knt 1 IS kV llne 
(encrgired at 138 kV). 

- power linc carrier telecommunications equipment and system at Five Nations Energy Inc. transhrmcr 
stations in Yon Albany, Kashechewan, and Attawapsikat; including insulated teniperatuue cant~~ollcd 
bulldings st each site adequate to home controls for couununicotions nnd power equipment at Attawapiskat 
and Kashechewan, and comnunication controls in Fort Albany; 

- stanon fence plus yard modifications at Attawapsikat '~ransfurmer Station nnd Fort Albany Transformer 
Station. 

- insulated temperature controlled build~ngs at the Attawapiskat Station adequate to house controls for 
communica tlons and p o \ w  equipment. 



Victor Mine Site Project Agreement 

Sehedulc "8" 

Estimated l'rnnsforma(1on Connection Pool Work Cnpital Cost: 59,843.448.00 

Estimated Line Cor~nection Yo01 Work Capital Cost: $22,579,684.00 

Estimated OM&A Aunual Total <:outs: $397.900, being calculated as follows: 

Additional j 7 Q - b f  ROW & IIV I.i~w. separate location 

I) Annual flelicoptrr patrol - S 15,000 

Vegetation management 6 year cycle - $9000 ($ 150 1 km; $54,000 in 6th year ) 

Periodic guy work - % 3000 / yr 

Snow Macliine Patrol every 3 yuan ($5000 / yr - $15,000 every 3rd year) 

MNR Land Use Perrmt : $6000 

Erosion Management River Crossings: S 10,000 ($30,000 every 3 years) 

Alba~ly Resrrvc t f  67 HV Llne I m d  use fees ; 510.000 

IIistoncal 'I'rouble call fly by 011 line trip> : $10,000 

M~nor Co~lungcncy cost : S 10,000 ($100.000 in 10 years) 

Subtotal HV Llnes: $711,000 / yr on average 

Station Exnense K.ashechcw~~~,,~ttaua~iskat, Fort A l h w  

I) I'LCC checks 5: veritications : S1O.OOO 

2) Added 4 IIV SF6 brcakers itwpcctions, testi~~g, overhauls : $15.000 

3) Station Inspections and routine checks : $25,000 

4) Electricity costs new buildings &heaters SF6 : 520,000 

5) Kashechewnn TS Scct 28 Permit Land U.se ; 540,000 

6) Operating Services Hydro One Agrcenxnt Modification: $68,000 

7) Station lnsura~~cc cost increase: $50,000 

8) Historical trouble call ins : 510,000 

9) Major Colitingency cost : $30,000 (5300,000 o w  in 10 years) 

Subtotal FNEI Stations: S268,OOO 

. . w l s t r a t ~ v c  SUDOOII & Plannine Functions: 

Apply the FhrEI general overhead of 15% to all sctivitics above: $51,900/ yr 
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Victor Minc Site Projcct Agrwmem 

Estimated Pool Cost: $35,309,211.00 

Estimated Capitnl Contribution: $35,303,913.00 

Llne Connection Revenue Reaulrementr and Load Forecart 

Guaranteed Revenue Date: 15 gears from the Transfer Date Phnse 1 

Peak Load KH') 
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Victar Minc Site Project Agremcnt 

Schedule *C" {Victor Mine Site Connection) 

Estimated Actual Cost for FNEI Connection Work. %310,000.00 plus m'EI overhead to he itivoiced by FNEI 
fmm tinle to time us it deems necessary 

FNEI Connection Work: 

F M l  nvrk assc~ciurnl tvirh Ltspedion, te~tin.y, coalmissioning, and incorporating itrto existittg sj~stew~v of 
ConresrcrDle Work Asre!s 

1. Implcmcntat~on of changes to protection settings Attawapiskat & Kashechewan breakers 

2.  lmplell$entatlon of voltage control plan modifications all sltes 

3. Inplernentation of PLC communications signals all rites 

4. Vcrification of tclecomnlunications and alarms all sites 

5 .  Verification of Victor TS operating parameters & communicatio~s back to I;P17'EI stations 

6 .  Inspection of future new FXEl assets iluuinp conslruction 

7. Registration wlth IESO; IESO authorizatio~l to encryize approval 

8. Modify IIydro One operating services agreement (OGCC) 

9. Ncw Transmissio~~ Facilities Agreement with Hydro One - added FNEI IiV line connecrioll Moosonee) 

10. Change IESO - FNEI Opcrnting agreement (new equipment & opcrating rules) 

I I .  Ertodily O&M agl.ecmenr Tlmmins Hydro One 

12. Crc~te:sign 'Transmission Conncct~on Agreement with DBC 

13. Transmission 1,lne inspection (Moosonet to Kash) 

14. FNEI review & acceptance of pennits and enteml approvals rccord. associated with new FNEl Facilities 

IS. FNBI familiarization with new assets (operating, mainttllance protocols, record keeping, monitoring 
inlormation, equip~mnt nunuals revicw etc.) - local resources and FNEl staff, plus contract maintenance stnff. 

16. Assct rccord keeping darabaso inputs 

17. Newparts that are crit~cal - inventory plan & resourcc 

18 kXEl ~nvolvement wlth Comnlunlty I FNEI leadcrs infornlario~~ activ~tles during construction 

19. Coordination of work interlacing with FNEl exisung systern or sites (HV oumges; working at l~mit of 
approach; access to FNEI sites &equipment, information on equipment. LDC: outages) 
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Schedule "D" Land Permits 

I )  For High Voltage L~ne fi.om Moosonee to Albany Reserve It 67 . Ontario Ministry Of Natunl Resources 
Land Use P e n t .  

2) For Assets on Albany Reserve 11 67 - Indian Act S c c ~ ~ o n  28(2) 



Victur Mine Site Prajed Agreement 

Schedulc *EU - Dsfiuitionr 

Throughout this Ag~cernent, the follo~ing words 
shall have the following meanings: 

"Actual Cost" has the meaning ascribed thereto in 
section 5.2 of this Agreement. 

"Actunl De Been Loud" means the actual load 
delivered to I)e Becrs by Five Nations Energy Inc, up 
to the True-Up point. 

"Aflillatc" has the nsaniny ascribed thereto in the 
Business Cor[~orolions Act (Ontarlo). 

"Applicuble Isws", nrcans any and all laws. 
including cnvironmental laws, statutes, codes, 
licensing requirements, treaties, directives, rules, 
regulat~ons, protocols. policies, by-laws, orders, 
injunctions, rulinp, awards, judgments or decrees or 
my requiremn~t or decision or agreement with or by 
any govermnenml or povemtnc~~tal dcpartmenr. 
comrnissior~ board, court authority or agency, 
~nclud~ng the OEB. apphcable to a pany. 

'Contestable Work Station Assets" means the 
design and construction of that part of Contestable 
Work Assers that arc in PNFJ's stations. 

"Embedded Generation" shall have the meaning 
ascribed Lhtrcto in the Transmission System Code. 

"Envlronnrental Law(s)" rnelu~s all applicable 
fcderal, provincial and local laws, by-hws, rules, 
regulations, guidelines, codes and judgmrv~s relatil~g 
to the protection of the cnviromnt and public health 
and safety and wiiliout restricting the generality of 
the foregoing, includes without limitation those 
Environmental Law(s) relating to the storage, 
transportation, ueatment and disposal of Hazardous 
Substances, employee and product safety and the 
emission, discharge, release or tlneatened release of 
Hoardous Substanccs into rhe air, surface water, 
ground water, land surface, subsurface Strata or any 
building or structure and, in each such case, as such 
Environmt.ntal Law(s) may be erliended or 
supplenxntcd from time to time. 

"Bill of Salc" means a bill ofsale suhstantlally in the "Equipment Con~mlssloning Daten means the date 
form of thr I3111 of Sale attached to Exhibit "A" as any equipment forming part of the Contcstable Work 
Appendix "A" Assets is comm~ssloncd and/or goes m-service 

"Ilusiness Day" means a day orhcr than ulaturday, 
Sunday, statutory hollday In Ontano or any other day 
on whlch the prmcipl chartered banks Located in the 
Chty of 'Toronto, are I I O ~  vpcn for business during 
normal banking hours. 

“Capital Contribution" means a capital contribution 
calculated in accordarlce with section 3 of Exhibit 
"I3". 

"CIaimn means a clain~ or cause of action in 
contract, in tori, under any Appl~sable Law or 
othenvix. 

"Clafn~ Notice" meaus a wrinen notice of a Claim 
specifyirrg in reasonnblc dcta~l the specific basis of 
the Claim, the spccific nature of the Losses and the 
estimated amount of such Losses; 

L'Exhlbit A" means the exhibit of this A~recmcnt 
etllitled Exhibit "A": The 'Transfer of Contcsrable 
Work Tams nnd Conditions. 

"Exhibit B" meals the exhibit of this Agreement 
entitled Exhibit "B": The Medium Risk Connccrion 
'Itrns and Condiiions. 

"WE1 Connection Work" Incans the henark lo be 
performed by FNEI, which is described in Schedule 
"Cn of this Agreement. 

'FNEl Facilities - klVn means the Facilities owned 
by FNEI that corlvey electricity at voltages of 11lol.e 
than 50 kilovolts. 

"Good Utility Practice" has the meaning set forth UI 

tlrc Transmission Syskm Code. 

"Contestable Work Assets" means the assets "Governn~ental Autlrorlty" mcam any federal, 
described in Schedule "A" of this Agreen~ent. provincial, municipal or local government, or any 

agency, board, co~nmission, council, court, tribunal 
"Co~~testnble Work Projectn means the design and or instrumentality thcrcof having jurisdiction. 
construction of d ~ c  Contestable Work Assets. 

"Guaranteed Hcvenue Date* has tlre meaning set 
our in Schedulc "B" of the Agreement. 

Page 13 of 15 



Victor Mint Silc Projcci Agreement 

"tiamrdous Substance(s)" means m y  contam~tunt, 
pollutant or haznrdous substance that IS likely to 
cause ~mnrcd~ntely, or at some future tlme, ham1 or 
degradatron to the ensuonment or nsk to human 
hcolth or safety, and w~tliout resnictuig the genernl~ty 
of the foregoing, includes w~thout lim~tnt~on any 
poll~~tanr, contaminant, waste, ltaznrdous waste, 
PCBs. tox~c substance or dangerous goods wh1c.11 IS 

defined or ~dentlfied In any federal or provmcral 
starte, wdcs or reg~latl0119 or whch is present In the 
env~ronmeat In such quanttty or state that rt 
contravenes any Env~ronmcntal Law. 

'61ESO" means the lndependenl Electricity System 
Operator. 

"lndemnilier" means the party obligated to provide 
indemnification under this Agreement; 

"Indemnified Partyn means any penon entitled to 
indelmification under thlr Agreemint; 

"Line Connection Pool" is as defined ill FNEI's 
tlansmission rate schedules approved hy the OEB. 

"Line Connection Pool Work Capital Coatn is the 
cost estimate described In Schedule "R" of this 
Agreement and as adjusted pursuant to Scctron 3 of 
Exhibit "B". 

"Line Connection Revenue" means the amount of 
line connection revenue to be received by FNEl 
through the rnontl~ly collcction of tlle Line 
C:onnection Sewicc Kate during the fifteen year 
economic eveluation pcriod. 

"L~nc  Connection Service Ratev m a n s  I;NE13s line 
connection sewlce rate approved by the OEB from 
t~me to t lnr ,  or any n~echnnutn ~nst~tuted in 
accordance with Section 9 of Exhlb~t "B". 

ULoad Forecast" means thc in~tral lood forecast used 
in the initial econo~nic evaluation lor the i i e e n  year 
economic evaluation period as set forth in Schedule 
"B" of this Agreement. 

" L a ~ c s "  means any and all cla~ms, dcmands su~ts, 
losses, clnmagcs, Ilab~lities, pendhcs, obligations, 
payments, costs and expenses and accruerl Interest 
thercon (including the coqts and expenses or, and 
accrued mterest on. any and all actions, suits, 
proceed~ngs for personal lnjury (Including death) or 
property damage, assessments, judgements, 
settlements and comprormscs rclahng thereto and 
reasonable Inwycrs' fees and reasonable 
d ~ s b u r s e ~ ~ ~ m t s  111 conllectlon thercw~th), and 

"Materlaln relates to the essence of the contract, 
mole than a mere muioyunce to a r~ght, but an actual 
obstacle prevenh~rg the performance or exercise of a 
r~ght. 

"OEB" nleacs the Ontario Energy Board. 

"OM&A Costsn means the operation, maintenance 
and acirmnistration costs in respect to the Co~itestablc 
Work Assets thnt FNEI will have to incur afler d ~ e  
Transfer. 

"Phase I Contestable Work Assetsn m a n s  the 
Contestable Work Assets specified in Appendix "B" 
of Exhibit "A". 

"Phase I1 Contestable Work Assetsn means the 
Contestable Work Assets specified in Appendix "C" 
of Exhibit "A", md for Dealer certainty excludes the 
Phase I Contestable Work Assea. 

"Pool Cost" m a n s  the prescnt value of Lint 
Conncction Pool Work Cnpital Cost and 
Transformation Chnnection Pool Work Capital Cost, 
projected on-going operation and maintenance cost 
and other related incremental costs (including, but 
not limited to income and other taxes), for the 
Cotitestable Work Assets as adjusted to based upon 
the Transfer I'rices for the Col~tcscable Work Aswts, 
all as calculated in accordance with tho principles, 
criteria and methodology set out in Appendices 4 and 
5 of the Transmission System Code. 

"Ready for Scrvlee Date" mcans the date up011 
which t11c C:ontcslable Work Assets are fully and 
con~pletely constructed, instalIed, comnliss~oned and 
encrgsed by Dc Bcers. 

"Remedial Qrdcr" mans any complaint, direction, 
orilu or sanction issued, filed or imposed by any 
Governmental Authority wit11 respect to any 
Environmental Law, including any complaint. 
directior~ or ordn rcquiring investigation, assessment 
or renlediation of any site or I.iaz;irdous Substance, or 
requiring thnt any release or discharge of a 
Hicardous Substance be reduced, modified or 
eliminated, or rcquiring any form of paymcnt or 
cooperatio~i be provided to any Govemmcntal 
Authority. 

"Successful Commissioning" menm tiut the 
Contestable Work Assets have heen fmlly connected 
to FNEl's transmission system and that De Beers has 
remedied to FNEl's satisfaet~on, acting reasonably, 
all defects identrfied by FNEI. 



Victor Minc Site Project Agreemcnr 

"Technical Standnrds" has the meaning ascribcd 
thereto in Section 1.  I of Exhibit "A" hereof. 

'Third Party Claim" means any Claim asserted 
against an Indemnified Party that is paid or payable 
to, or claimed by, any person who is nor a ydny to the 
Agreemmt or an affiliate of n party. 

"Transfern m a n s  the transfer of legal title to the 
Contestable Wok Assets on thc Transfer Date Phase 
I and Transfer Date Phuc lT, as applicable, in 
accordance with Exhibit "A". 

"Tmnsfcr Date Phase I" menns the date of 
Successful Commissioning of the Phase I Contestable 
Work Assers. 

"Transfer Date Phasc 11" means the date of the 
Successful Con~nl~ssioning of thc Phase I1 
Con~csmble Work Assets. 

"Transfer Price" means the pricc paid by FNEI for 
the Contestable Work Assets in accordance with 
Section 4 of Exhibit "A" and shall include the price 
applicable to Coniestable Work Assets relating to 
assets transfend on Trallsfrr Date Phasc 1 and 
'Transfer Date Phasc I t .  

"Transformation Connection Pool" is as defined m 
FNEl's transmission rate schcd~~les approved by the 
OEB. 

"l'ranuformation Co~~ncction Poul Work Capital 
Cost" is the cost esrimntc described in Schtdule "B" 
of this Agreement and as adjusted pursuant to Scction 
3 ofExhibit " B .  

lLTrnns~~~lssion System Code" nlcans tho codc of 
standards and requireniel~ts issued by the OEB on 
July 25, 2005, as it may be amendcd, rcviscd or 
replaced ill whole or in part from time to time. 

"True-Up" means h e  process whercby FKEl revises 
the Line Conl~ection Revenue, based on the Actulnl 
De Been Load and tllo Updated Load Forecast, using 
the sanu methodology used to carry out the in~tlal 
economlc cvnluation and thc salne inputs except for 
lord. 

"True-Up Point" means any point m t~me that a 
True-lip will occur as co~lteniplatcd in the 
'I'ransmission System Code. 

"Updated Load Furrcnst" means thc load forecast 
for the remainder of the fifteen year economic 
evaluation period when the Load Forecast is adjusted 
to the point where the present value of the Line 
Connection Revenue equals t l s  prcsent value of the 
Pool Funded Cost. 

'Victor Mine Slte" means a mine site located in the 
James Bay Lawlands of Northern Ontario 
(approximately 90 kilometres west of Attawapiskat, 
Ontario). 
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EXWIBIT A: The Transfer of Conta itable Work Terms and Cundltlons 

I. ' rech~~ical  Hcqulrernents. 

1 1 DeBeers shall ensure that the Contestable \'.'ark 
Project complies with, and the Contestahle Work 
Assets ore co~is~uctcd in accordance with, 
FNEl's requi~ernents. conceptunl design. 
drawings, rechnicol standards and specificnt~ons, 
including, but not limited to those contained in 
(i) the docurnent entitled "Hydro One Networks 
Inc. T e c h c a l  Requircnients for the Design, 
Supply and lnstallation of a 115 kv, Single 
Ckcuit Trnnsmission l ine Connecting Hydro 
One Networks Inc.. Otter Rapids Junction and 
Moosonee SS'with the deviations as identified 
in M E C  Scopc of Work - 115 Tmn..mission 
Lines (BPC) Feb 5 2005 Section 5.2 Lines to 
FNEI Smndard, plus FNE1's "Requirements for 
Iixtenuion of Fort Albany, Kashechewari and 
Attawapiskot Substatiol~s, February 2005", and 
nll requireti~ents, drawings and specifications 
referred to therein, (ii) the Substations 
Extensions Specifications prepared by SNC 
Lavalin for FNEI, and (iii) FNEl's Resonance 
Study in respect of the Contestable Work Asse!s 
(collectively referred to as d ~ c  "Tcchnical 
Standards"). 

1.2 1:)eBeers shull comply with all Applicable Laws 
relating to the design and cornplction of the 
Contestable Work Project. Witflout limiting the 
generality of the foregoing, DeBccrs shall strictly 
conform to all safety requirenlcnts, including 
tl~ose legislated, those eslablishcd by FNEI, or 
those regulated under the Occ~rpatinnc11 Health 
(2nd Sujety Acr (Onrcrrint. 

I.? DeBeers will not proceed wit11 any phla or 
changes which could contlict with DeBcrrs' 
obligation in respect of the 'I'eclm~cal Standards 
without obtaining FTEl's prior written approval. 

1.4 At any t~me,  FNEI may havc nn Inspector on-s~te 
at ~ t s  sole rrsk FWEI may perfnrm a f i ~ l  
lnsiectlon verlficatlon test of the Contestable 
Work Asscn prior to 'Pransfer, as well as due 
dlliger~ce evaluntions, the resulls of which must 
be to FNEl's satisfaction pricir to 'fransfer. 

1.5 For work within FIVE1 transforn~r stations or on 
its existing high voltage line or right of way, 
FNEl will control access to the station$, high 
voltage lines and its equipment, and havc 
authority to stop w o k  beilly performed that may 
interfere with the ~~oln la l  operution of its stations 
and high voltage lines. Such authority shall !lot 
be unreasonably enforced. 

1.6 DsReers will, at its sole expanse, conduct such 
work as may be rcquired by FNEI, acting 
reusonably, to correct to FNEl's satisfaction. any 
dcficrencies identified by FNEI prior to Transfcr. 

1 7 (a) L)cRecrs. 011 ~ t s  ow 11 behalf md on bchalf of 
FhTI, shall be responsible for obtalnillg, trom 
the applicable manufacturer, wartantees fnr a 
per~od of two (2) years from the Equ~pmnent 
Conmussronrr~y Date for all transrmsslon l ~ n e  
equipment that conlprlses the Contestable Work 
Assets. 

(b) DeBeen shall transfer all wanantees 
referenced in Section 1.7(a) to FNEI with eriect 
on the Transfer Date Phase I or l hc  Transfer Dote 
Phnse 11, as applicable. 

2. Land Rights. 

2.1 IIeBeers shall facilitate the assignment to FKEl 
of any and all land use pcrmits (or such other 
land related pem~its) save and except the permit 
issired to DcBecrs pursuant to Sect~on 28(2) of 
the Indian Act. 

2.2 Nothing rn this Exhibit "A'' shall be deemed to 
author~zc DcBecrs to act as agent for 1:NEI III 

conrlection wit11 any amendment or alterntion to 
the terms and conditions of a pcrmit unless the 
prror aothorvation to such alterations or 
anlendments has been granted by FNEI 

3.  Purchase of <:ontestable Work Asscts. 

3.1 C)n the terrns and subject to the fi~lfillment of the 
conditions of this Agrecrnent. DeBeers agrces to 
sell, transfer and assign to FNEI, and FNEI 
ugrees to purchase and accept from DcHeers all 
title, right5 and interests of DeUczrs ill the 
C:ontcstable Work Assets in two phases. 
DeBcers shall transfer the Phasc I Contestable 
Work Assets set out in Appendix B to this 
Exhibit "A" to FNEl on the Transfer Date Phasc 
I. DeBecrs dull transfer the Phasc I1 Contestable 
Work Assets as shown in Appnidix "C" to Ulis 
Exhibit "A" shall be transferred on the 'l'ransfer 
Datc Phase 11. 

4. Contestable Work Project Cost and Transfer 
Price. 

4.1 By no later than IS days prior to the Transfcr 
Onte Phnse I and 15 days prior to Trunsfu Date 
Phase 11, as the case may be. DeReers shall 
provide FNEl with a breakdoun of the cost of 
the I'hasc 1 Contestable Work Asscts in respect 



of ?'ransfer Date Phasc I and the Phase I1 
Contestable Work Assets m respect of Transfer 
Date Phase 11 in the applicable form attached to 
this Exhibit " A  as Appendix "D, together with 
copies of all documents rclatcd to the Phase 1 
Contestable Work Assets or the Phase 11 
Contestable Work Assets, as the case may be, 
including, but not limited to, all invo~ces, 
purchase ordcrs and fixed prlce contracts related 
to the design and construction of the applicablc 
Contcstnble Work Assets and the procurement of 
transmission llne and stnt~on equipment 

4.2 Subject to s c c a o ~ ~  5.2, thc applicable Tlansfcr 
Prlce payahlc to DrBcen by FNIiI on Ihc 
Trrrlsfer Date I'hnse 1 and the I'ransfer Date 
Phase I1 shall be the applicable breakdown of 
cost provided by DcBecn to PXEl tn accordance 
with Appendix "D" to this Exhibit "A" 

4.3. DeBeers shall keep proper accounts and records 
for the Phase I Contestable Work Assets and 
Phase 11 Cotitesnble Work Assets. FNEI shall 
have the r~ght to audit, inspect and copy accounts 
and records, includiug invoices, receipts, time 
records and vouchcrs related to either the Phase I 
Contestable Work Assets or the Phwa I1 
Contcstnble Work Assets during regular business 
hours on 13usiness Days, on not less than two 
Business Days' ootice. Accounts and records 
shall be prescnwl and kept availabk for audit for 
a period.not to be less than seven years. 

5 .  Payment of C:apital Contributlo~~ and 
Transfer Price. 

5.1 Subject to the tern15 and conditions of this 
Asreemcnt, DeUeers will be connected to the 
FNEI Facilities - tIV as a load customer in 
accordance with thc ternls and conditions sct out 
in Exhibit ';R". Pursuant to Exhibit "Dm, 
DeBecrs is required to pay a capital contribution 
relating to the cost of connection. 'The Parries 
agcc that the Capital Contribution will be paid 
to FXEl by DeBeers on the Transfer Date Phase 
II. 

5.2 'I'he Part~es agee that at the time of transfer of 
the Phase 1 Contestable Work Assets on the 
Transfer Datc Phase I, the arxmullt owing by 
WE1 to IleHcers In respect of the Trilusfer Prlce 
appl~cable to the Phase I Contestable Work 
Assets shall be satisfied by the dellvc~y by FNEl 
to DcBeers of an acknowledgment 
acknowledging and confirnu~~g that the Transfer 
Plice applicable to the Philse I Contestable Work 
Assets stall bc set-off agalnqt the amoum of 

Capital Contribution owing by DeBecrs KO FNEI 
and payable by DeBeers on the Transfer Date 
Phase 11. DoBeers shall on the Trarsfer Date 
Phase I deliver to FNEI an irrevocable direction 
directing that the Transfer Price for the b e  1 
Contestable Work Assets be set-off against the 
Capital Contribution of DeBeers. The Parties 
agree that at the Transfer Date Phase II the 
amount owing by FNEl to DeBcers in respect of 
the Transfer Price applicablc to the Pllasc fl 
Contestable Work Assets sllall be satisfied by 
way of sot-off agninst the amount of Capital 
Contribution owing by DcBecrs to FNEI. The 
Parties Curther acknowledge thiit the 'I'ransfer 
Pricc will be less than the Capital Contribution 
and that, as a rcsult, afler such set-off acre will 
be a net differencc owing to FNEI which reflects 
prirnanly thc OM&A Costs Component of the 
Project (the "OMBA Costs"). DcBeers shall pay 
such OM&A Costs to FhW as follows: 

(a) DeBeers shall pay FNEl the OMLA Costs 
in equal annual instalmcmts as shown in 
Exhibit B. Appendix 1 as amcnded by 
Section 3 of Exhibit B, at the beginning of 
each twelve (12) month period (a "Contract 
Year") conunencing on the Transfer Darc 
Phnsc 11 and on each subsequent annivcrsnry 
date of the Transfer Datc Phase I1 and 
ending on the anniversary date of the 
Transfcr Date Phase I1 prior tu the 
Guaranteed Revenue Datc (the "Amuul 
OM&A Costs"). Within thirty (30) days of 
the expiry of each Colltract Year (or the 
Guarunteed Revenue Date in respect of the 
last annual payment), FNEl shall provide 
DeDeers with an itemized statement setting 
out the details of all actual OM&A Costs 
incurred by 1WEI for the preceding Contract 
Year (the "Actual OM&A Costs"). FNEl 
shall establish a notional account to record 
any nct differencc between Annuol OM&A 
Costs payments by DeBeas nnd actual 
OM&A Costs incturcd by FNEI (the 
"OM&A Cost Account"). If the Annual 
OM&A Costs paid by DcUeers to FNEI 
exceed the Actual OM& Costs for such 
Contract year, then EXEI shall credit tho 
OMdA Cast Accou~tt ill favour of DcBecrs 
in the amount of the positive net differice. 
If Annual OM&.\ Costs paid by DeBecrs is 
less than the Actual OMBA Costs Lor su~cli 
Contract Year. then FNEl shall debit the 
OIM&A Accounr in the amount of the 
negative net diRerellcu. Anached as 
Appendix "6' of this Exhibit A is a 
hypothetical working example of how the 



OMC.4 Cost Account will be debited or 
credited as the case may be. Appendix "E" 
has been included for illustrative purposes 
only and if there is a conflict between 
another terrn or provision of this Agreement 
and Appendix "E", stich other term or 
provision will govern. 

(b) IWEI shall perfom1 a true-up of the OMCh 
Cost Account at points in d m  which 
coincide wi~h  the 'hue-Up k i n k  provided 
for it1 this Agrecment and at the Guamteed 
Revenue Date, T h e  net difference between 
the Aiinual OM&A Costs aud the Actual 
OMIBA Costs for each Contnct Year prior 
to a Tn~e-Up Point shall be added or 
subtracted from the OM&A Cost Account 
balance and such amounts shall accumulate 
in tlle period prior to tlle True-Up Point (the 
"Accurnuloted 1)ifference"). If at a Tn~e-Up 
Point, the Acc~imulated DitTemncc is 
negative, then DeBeers shall pay to FXEI 
with interest the Accumulated Difference. 
If at a True-Up Point the Accun~ulated 
Diflcrencc is positive, then FNEI shall pay 
to DJ)eers with interest the Accumula~ed 
Difference. 

(c) For the puToses of this Section 5.2, interest 
will be Prime plus 1% where "Prime" is the 
intercsi rntc posted from time to time by the 
Rank of Montreal as "Prime". Interest will 
be s i~i~ple i~iterest and will not be 
compounded. Interest will be calculated on 
the opening Accumulated Differcnce at the 
beginning of each Contract Year 
commencing on the second Contract Year. 

(d) On the Transfer Dare Phase 11, DeReers 
shall deliver to PNEI a diminishing standby 
letter of credit issued by a Canadian 
chartered bank or such other finnncial 
institution that is acceptable to FNEI, acting 
reasonably, in an an~ount equal to the 
OM& Costq (the "Letter of Credit"). The 
amount of the Letter of Credit shall be 
reduced afier each Contract Year by the 
amount of the Actual OM&A Costs in 
respect of each such Contract Year, as 
determined in accordance with this Section 
5.2. If DeRees fails to puy (i) an annual 
rnstalnlcnt pnymnt of OM&A Costs within 
five (5) Business Days when due, or (ii) the 
Accumulated Difference, if such amount is 
negative, within five (5) Business Days of 
the date of the applicable True-Up Point 
(collectively referred to hereinafter as thc 

"Dclaulted Payments"). FNEI may give 
written notice to DeBcers of sucli failure to 
pay. DeBcers shall have 30 calendar days 
Gom the date of receipt of such notice (the 
"Cure Period) to pay the Defaulted 
PaynIaIh. If DeBeers fails to pay the 
Defaulted Payments within the Cure Period. 
FNEI m y ,  without limiting any other 
remedies PXEI may have under this 
Agreement or in law or equity, draw upon 
the Letter of Ckedit for: (a) all outstanding 
amounts owed under this section, (b) the 
present value of all future instalmaits of 
OM&A Costs, or (c) the amounts in (a) and 
(b). For purposes of calculating the present 
value amount the discount factor shall be 
IWE1's OEB approved weighted average 
cost of capital. 

(e) If DeBeen require8 further infomlatto~~ in 
respect of, or disputes the accuracy or 
validity of, any item in an itemrztd 
statement of OM&A C ~ s t s  delivered by 
mEI, such matters shall be reviewed by the 
comninee referenced in Section 1 1.1 of the 
Connection and Cost Kecovcry Agreement, 
which committee shall attcmpt to settle such 
dispute. If such matters are not resolved 
within ten (10) Business Da)a of such 
referral then the matter may be refurrd to 
the Ontario Energy Boarii. 

(t) Subject to Section 3 of Schedule "B, the 
OMLA Costs componei~u arc listed m 
Schedule "13" of the Connection and Cost 
Recovery Agreement and shall not be 
nnrnded without the prior written approval 
of DeDeas. PNEI agrees that its Actunl 
O M W  Costs shall only include those 
actual costs incurred by it that prtain to the 
OM&A Costs components listed in 
Schedule "8" of the Connection and Cost 
Recovery Agreement. 

5.3 Notwitlistnnding nny other tcrm to the contrary 
in this Agreetncnt, in additton to tlic Tramfer 
Price peyablc by FNEI to DeBeers for and in 
respect of the bnrestablc Work Assets, PNEI 
shall be liable for and s h U  pay any GST owing 
on the troisfer of the Phnse I Co~itestablc Work 
Assets on the Transfer Date Phase I or oil the 
transfer of the Phase 11 Contestable Work Asscn 
on the Transfer Date Phese 11. 



6 .  Closing. 

6.1 DeUeen sl~all obtain all consents, approvals, 
ordcrs and authorizations of any persons or 
governmental autl~orities in Canada (including 
the OEB) or elsewliere (or registrations, 
declarations, filings or records with any 
authorities) including. without limitat~on, all 
registrations, ircordiriys and filings with public 
autllorities as m y  be required in connection with 
thc 'Transfer of tlie Phase I Contestnble Work 
Assets and the Phasc I1 Contestable Work Assets 
and a11 clearance certificates required pursuant to 
any applicable retail sales trx legislation ~ I I  or 
befijrc the Transfer Date Phase I or tl~e Transfer 
Date Phnse 11, as applicable. For greater 
certainty, DcBcers sllall deliver a certificate 
issued by the Minister of Finonce of Ontario 
under Scction 6 of the Retail Sales Tux Acr 
(Ontario) to the effect that all requisite taxes 
under such Act have been paid by DeRecrs. 

6.2. DeBeers shall deliver to WE1 all necessary 
dccds, conveyances, Bill of Sale, assurances, 
transfers, assignmeniq and consents, and any 
othcr documellts rieccssary or reasonably 
required to effectively uausfer tllc Contestable 
Work Assets to FNEI on the Transfer Date Phase 
I or the Transfer Ilate Phase II, as applicable, 
such that FNEI purchases the Contestable Work 
Asscts: 

(a) with good and marketable title, free and 
clear of nll mortgages, hens, demands, 
charges, pledges, advctsc cclalms, rights, 
title, retention agreements. security Interests, 
or other e~~curnbrances of any nature and 
k~nd \vhatsocver; and 

(b) free and clear of any work orders, non- 
compliance orders, deficiency notices or 
other such notices relative to the Co~~rcstablo 
Work Assets or any part thereof which liave 
bcen issued by any regulatory authority, 
police or lire depsnmcnt, sunitation, 
environnlent, labour, health or other 
governn~eiital sutl~orities or agencies. 

Furthermore, DeBcers shall represent and 
warrant to FNEI on and as of the Transfer Date 
Phase 1 with respect to the Phase I Contestable 
Work Asseb and on md as of the Transfer Date 
Phase 11 uirh respect to the Phnse I I  Contestable 
Work Assets that d~cre are no nutiers undcr 
discussion with any regulatory autl~ority, police 
or tire department, sanitation, enviruiunent, 
labour. l~ealth or other goverm~~ental author~tles 

or agencies relating to work orders, non- 
conipliance orders, deficiency notices or other 
such notices pertairung to the applicable 
Contestable Work Assets. 

6.3. DeDccrs shall deliver to FNEI on the 'fransfer 
Date Phase I a cei.tiBcatc from a senior officer of 
DeBeers confirming to the best of hisher 
knowledge, information and belief aRer due 
inquiries, as of the Transfer Date Pluse I, the 
truth and correctness in all nlaterial respects of 
the following representarions and warranues of 
DeBems: 

(i) DeBems is the sole owner of the Pluse I 
Contestable Work Assets immediately 
prior to the 'Transfer of the Phasc I 
Contestable Work Assets and has good 
and marketable title to such Phasc I 
Contestable Work Assm free and clear of 
all mortgages, liens, demands, charges, 
pledges, adverse claims, rights, title, 
retention agxeenlents, security interests, or 
other encumbrances of any nature and 
kind whatsoever; ~ n d ;  

(ii) any land rights rclrting to tl~e Phasc 1 
Conkstablc Work Asscis and delivered in 
favour of FNEI under Secrion 2.1 are all 
the land rights required in respect of the 
Phnse I Contestable Work Assets and all 
such land rights delivered by DcUeers 
have been cxecuted by all necessary and 
proper ptutres; 

(iii) all wamntecs associated with the Phase 1 
Contestable Work Assets have bean 
traiufencd to FNEI with effect as of the 
'hnsfer Date Phahe I; 

(iv) the warranties and covenants of DeBeers 
in Section 7 of this Exhibit "A" ore valid 
and binding obligations of DcBecrs; 

(v) all deficiencies identified by FNEI in 
accordance with Scction 1.6 above with 
respect to the Phasc I Coi~testable Work 
Assets have been remcdied; 

(vi) the Contestable Work Assets, except for 
thc transndssion line equipment arc free 
from tlefcct, errors and omissions in 
design, engineering, materials, 
construction and worhnttnship; 

(vii) transmission line equipment purchased by 
DeBeerr or its subcor~tracton for thc 
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Contestable Work Project shall be new 
and in accordance with the 'Technical 
Standards; and 

(viii) the Contestable Work Project has been 
performed in accordance with, and meets 
the requirements of the Technical 
Standardq and the Contestable Work 
Assets contlnue to conform ro (he 
Technical Standards. 

G 4 DeRcers shall del~ver to FNEI on the Transfer 
Dare Phase I1 a cenificate Srotn a senior officer 
of DeBeers cu~~firrnmg to the hest of h~s.her 
knowledge, infor~~lat~ori and bcllcl' afrer due 
inqulneb, as of the Transfer Date Phase 11, the 
truth and correctness 111 all matcnnl respects of 
the representations and warranties of DeBcers 
contamed In Scction 6.3 as they pertain to the 
Phase I1 Contestable Work Assets and the 
Transfer Date Phnse 11 

7. DeBcers Wnrrnntfes and Covcnanta. 

7.1 DcBeers shall reperfom any deficient work 
pertaining to the Contestable Work Assets 
identified in writing by FNEl to IIeBcers within 
two (2) years of the Trnnsfer Date Phasc 11. Illc 
warranty period for sucl~ reperformed work shall 
recomrnc~~ce for a further period of two (2) yean. 
DeBcers shall not be liable for warranty under 
this Section 7.1 to the extent that the deficiency 
is covered by any manufacturer's or other 
warranty obtnincd by DeBecrs ptlrsuant to 
Section 1.7(a) of this Exhibit "A" and uanqfe~~.ed 
to k311 in accordance with Scction 1.7(b) of this 
Exh~bit "A" or is caused by n o m l  wenr and tear 
or by FNEl's failure to use and maintain the 
Contestable Work Asscts in accordance with 
Good Utility Practice. 

8. Survival of Reprcse~ltutions and Warranties, 

8.1 All representations and warranties contained in 
this Agreement on the part of each of the parties 
slmll survive for a period of two (2) years from 
the Transfa Date Phasc 11. All cove~~ants and 
agreements of each of the partics contained in 
this Agreement shall survive the Transfer, and 
the execution and delivery of' any of the Uiil of 
Sale, assignments or othcr instruments of transfer 
of title to the Contcstable Work Assets and the 
payment of the Purchase Price. 

9.1 (a) DeBeers shall indemnify and save harmless 
WE1 and 11s successors, directors. oflicers. 
employees, representatives and agents (the 
"FNRI Inden~nities") from and againn any and 
all lasaes actually suffered or incurred by the 
FNEI indenmitics arising out of, resulting from 
connected with or attributable to: 

(i) a breach by DeBeers or its contractors, sub- 
contractors or agents of any Environmental 
I,au.(s) prior to the Transfer of thc 
Contestable Work Assets; 

(il) a release or discharge of any Ilazardous 
Substance(s) related to thc Contestable 
Work Assets causcd by DeSecrs or its 
contractors, sub-contractors, or agents pnor 
to the Transfm of the Conrestable Work 
Assets and contar~~ina~io~i of the propmties 
over which the Contestoblc Work Assets are 
located as a result of such release or 
discharge; 

(hi) any leaching, migration or seepage onto, 
across or into the property or premises of 
any parson at any tlme of any I Iwardo~~s  
Substances caused by DeI)eess or 11s 
contractors, sub-coneactors or agents prior 
ro thc Tranqfcr of the Contestable Work 
Assets that is present on, at or under any of 
tllc property o v a  which thc Contestable 
Work Assets are located: 

(iv) a breacb by DeBeers of n provision of these 
Contes~able Work Ternls and Conditions; 

(v) non-complinnce by DeBeers wit11 or any 
liability arising out of tile provisions of the 
Bulk Sales Act; andlor 

(vi) any fines or Rcmedial Order(s) of' any kind 
that may be levied or made pursuant to any 
Environmental Law(s) attributable to a 
breach by DeBeers or its contractors. sub- 
contractors of agents of any Environmental 
Law(s) prtor to the Transfer of the 
Contestable Work Assets. 

except DeBeers shall not indemnify the F7rTEJ 
lndernn~ties in accordance w~th this Section 
9.l(a) if: 

(i) the contamination or release or discharge of 
Haznrdous Substance(6) is caused by the 
negl~gcnce of FNEI, and then only to the 
extent of such negligence; or 



(ii) it is satisfictorily shown by DeBecrs thzt the 
klazardous Substances related to the 
Contestable Work Project were not present 
on, af m or urlder the propenles of which 
the Contcstable Work Assets are located on 
or pr~or to the Tronsfer of the Contestable 
Work Assets. 

(b) FKEl shall indemnify and save hnrmless 
1)eBecrs and its SUCCCSSO~S, dinctors, officers. 
employees. rcprescntatlrcs and asents (tlrc 
"DeBcers Indemnitites") from and against ,my 
and all Losses actually suffered or incurred by 
the DeBeers Indemnities arising out of, resulting 
from, connected with or attnbutablc to: 

(i) any brcach by FNEI of any of its 
representalion.., warranties or covenants 
contained in the Agreement; 

(ii) any circumstance, occurrence, acbviry, 
event or slate of affairs related to or in any 
way connectcd with the Contestable Work 
Assets on and after the Transfer hereof; 
andlor 

(iii) m y  deficiency, default, error or omission in 
or adcquucy of the design of the Technical 
Sbndards. 

(c) Notwitl~star~ding the foregoing or any other 
provision to Ihe contrary in this Agreeincot, 
neither party slulI be liable to the other 
party under ths Agreeme~~t under nny 
circunatat~ccs whntsoever for any loss of 
profits or revenues, business interruption 
losses, loss of contract or loss of goodwill. 
or for any indirect, consequential, 
incidcnal. economic or special damages, 
including but not limited to punitive or 
axemplmy ddamages, whether any of the said 
liability, loss or ilampcs arises in statute, 
contract, ton or otherwise. This Section 
9.l(c) shall survive the expiry or the 
termination of this Exhibit "A". 

9.2 [a) It is understood and agreed betwwn the 
parties that FNEI is not assuming and shall not 
be liablc or responsible for any of the liabilities, 
debts or obligatio~~s and denlands, direct or 
indirect, absolute or contingent, of DeBeers, 
existing or accruing prior to tho Transfer of the 
Contcstable Work Assets, whether or not related 
to the Contestable Work Assets. DcBeers shall 
pay, satisfy, assume, discharge, observe, 
perlonn, fulfil, release, and indemnify and save 
harmless the FNI.3 Indemnities from and against 

any such liabilities, debts and obligations and dl 
costs, expenses, debts, dawn&, proccedjngs, 
suits, actions, losses, or clai~lls in connection 
therewith. 

(b) Notwithstanding Section Y(a) above and f i r  
grenter certainty, FNEI acknowledges and agrees 
that it shall be liable and responsible for any and 
all liabilities, debts or obligations and demands, 
direct or indirect, absolute or contingent, related 
to, attributable to or in any way connected with 
the Phase I Contcstable Work Assets existing or 
accnli~~g on or after the Transfer Dab Phase I 
and the Phase I1 Contestable Work Assets 
existing or accruing on or aner the Transfer Date 
Phase 11. PNEI shall pay, satisfy, assume, 
discharge, observe, perform, fulfil, release and 
indemnify and save llannlcss the DeBem 
lndemnities from and against such liabilities, 
dcbts and obligations and 811 costs, expenses, 
debts, denlends, proceedu~gs, suits, actions, 
losses or claintr in connection therewith. 

(c) Notwithstanding anything contained herein to the 
contrary, DeBeers shall indemnify, defend and 
hold the IWEI Indemnities hamiless from and 
against and all Losses actually incurred or 
suffered by the FNEI Indemnitees relati~ig to, in 
connection with, rvsulting from, or arising out of 
(i) any occurrence or event relating to the 
Contestable Work Assets that would not have 
occuned but for the negligence of DeBeen, or 
(ii) ally breach by DeBeers of any 01' its 
repreuentotions end covel~ants contained in thin 
Agreement, provided that in each such case 
DeReers shall not be liable hereunder to the 
17NEI Indenlnities to the extent that any Loss is 
attribucohle to the ~~egligcnce or wilfiil 
misconduct of the FNEI indem~~lecs. For 
greatcr certainty, in the event of contributory 
negligence or other fault of the FNEl 
Indemnitees, then thc FNEI Indemnitees shdl 
not be indemnified hcrennder in  he proponiol~ 
that the FNEI lndemnikcs' negligence or other 
fault contributed to any Loss. 

10. (a) Prompily nfter receipt by an Indenmitied 
Pany of notice of any Third Party Claim, the 
Indemnified Party shall provide a Clalm 
Notice to the Indemnifier within five (5) 
days aftcr the Indemnified Party's receipt of 
notice ofthe Third Pany Claim. 

(b) The lndcmnifier shall have the right. 
upon written notice delivered to the 
lndemnidcd Pany within thirty (30) days 
nftcr receipt of the Claim Notice, to assume 



the defence of such Third Party Claim, 
~tlcluding the employnlent of counsel 
reasonably satisfactory to the lndcmnificd 
Party and the payment of the reasonable fees 
and disbursements of such counsel. The 
Indemnified Perty shall co-operate in good 
faith in the defence of each Third Party 
C l a ~ n l  even if rhe defence has been assumed 
by the Indemnifier ai~d rnay partlclpate in 
such defence asslsted by counsel of ~ t s  own 
choice nt ~ t s  oun  expense 

(c) If the Indemnifier declines or fails to 
assume the defencc of the Third Party Claim 
on the terms provided above within sucl~ 
thiny (30) day period, the Indemnified Pam 
~~ruy ,  at ~ t s  option, enlploy counsel to 
represent or defend it in any such Third 
Pa~ty "laim and, if such Third Party Cla~m 
is a matter with respect to which the 
Indemnified Party is entitled to receive 
payment from the Indemnifier for the 
damage M loss in question, the l~~demnifier 
will pay the reaso~~able fees a11d 
disbursements of such coumel as intuited; 
provided, houwcr, that t l~e Indemnifier will 
not be required to pay the fees and 
dlsbursemcnts of more than one (1) counsel 
for nll Indemnified Parties in any 
jurisdiction in any single 'l71ird Pany Claim 

(d) In any Third Party Clairr~ with respect to 
which indemnification is being sor~gllt 
hereunder, the Indemnified Party or thc 
Indemnilia, whichever is not auuming the 
defence of such action, shall have the right 
to participate in such matter and to retain its 
owl counsel a1 such party's oun expense. 
The Indemnifier and the Indemnified Party, 
as the casc may be, shall at all times use all 
reasonabIe efforts to keep each other 
reasonably apprised of the status of nny 
matter the defence of whicl~ they are 
maintaining and to cooperate in good faith 
with each other with respect to the defence 
of iuly such niattcr. 

( K )  The Indernn~fied Psrty may not makc 
any adm~ssion of l~ab~lity or settle or 
conpromibe any l 'h~rd Party Claim or 
consent lo the enny of any judgement with 
respect to such Third Party Clam wlthout 
the prior wrltten consent of tl~e Indemn~fier, 
such consent not to be unreasoi~ably 
w~tbl~eld or delayed Without the prior 
written conserlt of the Indemnified Party, 
such consent not to be unreesonably 

wlthheld or delayed the ltidenln~fier shall 
not alter into any compromise or settlement 
of m y  Third Pany Clni~n which would lead 
to liability or create any financial or other 
material obligation on the part of the 
Indeinnified Pcuty. 

(0 The failure to provide a Claim Notice of 
a Third Party Claim to the Indemnifier s k l l  
relieve t l~e Indemnifier from liability under 
this Agrcernent with respect lo such Third 
Par~y Claim only if, nnd only to the extent 
that, such failure to provide a Claim Notice 
to the lndenuufier results in (i) the forfciturc 
by the Indemnifier of rights and defences 
otherwise available to the Indemnilier with 
respect to such Third Party Claim, ( i ~ )  
material prejudice to the Indemnilier with 
respect to such Third Party Claitll or (iii) 
the loss of any right by the Indemnifier to 
recover any payment under its applicable 
insurance covcmge. 

(6) Fach of DeBeen and FNEI agrees that it 
accepts each indemnity in favour of ~ t s  
respective directors, officers, employees, 
representatives, and agents, as applicable, as 
agent and t ~ s t e e  of each such d~rector, 
oflicer, employee, reprcsentative and agerlt. 
as appl~cablc. Each of DeHcem and FNIII 
agrees that the other party may enforce an 
inden~n~ty in favour of any of that p a q ' s  
directors, oflicers, employees, 
representnhves and agents, as applicable, on 
behalf of each such director, oflicer, 
employee, advisor, and agent, as applicable. 

1 I. On the Transfer Date Phase I and Transfer Date 
Phase 11, as applicnble, Delieers shall deliver to 
FNEI all d o c m n t s  (or copies thereof) and other 
data, technical or otherwise, re8adlesr of format, 
which reIate directly to the Phase I Co~~testable 
Work Assets and the Phase I1 Contestable Work 
Assets, as applicable, and which are necessary or 
convenient ~ O T  the ownership, operation or 
maintenance of such Contestable Work Assets, 
including, but not liniited to documtation 
describing the as-built electrical characteristics 
of the Contestable Work Assets. This 
documentation shall include, withour limitation, 
such illformation as outlined in the Teclu~ical 
Standards and further information as m y  be 
detem-iincd by FNEI necessary for operation and 
maintenance of such Contestnble Work Assets. 



12. The following Appendices form part of these 
Contestable W o ~ k  Terms and Conditions: 

Appendix A: Form of B ~ l l  of Snle 
Appendix 13: Phase I Contestable Work 

Assets 
Appendix C. Phaw 11 Contestnble Work 

Assets 
Appendix D: Form of Contestable Work 

Project Cost Breakdown 

Appendix E: OM&A Account Working 
Example 

13. If there is a conflict between a term o i  this 
Exhibit "A" ,and Exhibit "U", this Exhibit "A" 
will govern with respect to the Contestabl: Work 
Project. 



Appcndlx "A" - Form of Bill of Sale 

THIS BKI, OF SALE made as of the 

BETWEEN: 

day of 

(hereinafter referred to as "Transferor") 

<IF THE FIRST PART, 

- and - 

FIVE NATIONS ENERGY INC. 

(hereinafter rd'errcd to us thc "Tmnsferec") 

OF THE SECOND PART. 

WHEREAS the 'I'ransfcror agrees to trnnsfer all of its right, title and interest in the Contestablc Work Assets for the 
cori~iderition und on the terms llercill set forth; 

&OW THEREFORE thus B111 of Sale witt~csscth tha! ~n considerat~on of payme~~t of the sun1 of16 ~n 
CanadIan hnds by the Transferee to the Transfer01 and other good and valuable cons~dentlon, the recelpt and 
sufficiency of wh~ch IS hereby acknowledged, the plrtles hereto agree us follows 

1. 'llle Transferor does hereby grant, sell, convey, asslgn, transfer and sct over unto l'lansfercc, its succrsso~s 
and txssigns. all of the Transferor's right, title and interest in the Contestable Work Assets described in 
Appendix 1 attached hereto (the "Contestablc Work Assets") with effect as at Illme] on the date hereof: 

2. Thc Tmnsferec hereby acquires and accepts all of the r~g l~ t ,  title and interest of the Transferee in and to the 
Contuvtable Work Assets with effect as at [time] on the date hereof. 

2. The Transferor represents and warrants to the Transferee that it 11us the authority to convey its right, rille 
and intcrest in the Contesrable Work Assets to the Transferee. 

3. Ihe Transferee shall inmlctl~ately upon thc execution and dellvery of this Bill of Sale have possession of 
and may from hme to tlme and at all times hacaAer peaceably and quietly have, hold, possess and enjoy 
the Contestablc Work Assets and every part thercof to and for ~ t s  own use and benefit: 

(a) with good and marketable tltle, free and clear of all mrtgagcs, llens, demands, charges, pledges, 
adverse claims, rlghts, title, retenno11 agreements, security ~nterests, or other encumbrnnccs of any 
name and k~nd  whatsoever; and 

(b) free nnd clear of any work orders, non-compliance orders, deficiency notices or other such notices 
relstive to the Contestable Work Assets or any pan thereof which hnve been issued by any regulatory 
authority, police or fire department, sanitation, cotrlronment, labo~lr, health or other govenunental 
authorities or ~gencies; and thcre arc no matters under discussion with any sucll dcparmnt or 
authority relating to work orders, non-comnplia~~ce orders. dehcien~y rlotices or other sucll noticcs. 

4. yon-Mcreer. The partlcs agree that all covenants. agreements and other provisions in the Connection and 
Cost Recovery Agreement nude between the Parties on (Insert date, 20051 to be paformed after the 
'Transfer Date nnd all representations nnd wananties contained therein will survive for a per~od of two (2) 
years aftcr the closing and thc dclivery of this Bill of Sale and will not merger therewith 



5 .  Further Assurances. Each of TransTeror and the Transferee will from time to time execute and deliver all 
such further doculnents and instrumen& and do all acts and things as any other party m y ,  reasonably 
require to effectively carry ont or better ev~detlcc or perfect tlie full mtent and mcanlng of this Bill of Sale. 

6 .  A ~ ~ l l c n h l c  Law. Tbis Bill of Salc shall be cunsrrued, intctprered and ciiforced in accordance with, and tlie 
respective rights and obligsrions of the pnrties shall be governed by, the l a w  oftlie Province of Ontario and 
the federal laws of Canada applicable therein, and each party irravwably and unconditionally submits to 
the non+xslwive jurisdiction of the courts of such province acd all courts competent to hear appeals 
therefrom 

7. Successors and A r s l m  This Bill of Sale shall enure to the benefit of and shall be binding on and 
cnforccable by the Parties and their respective successors and assigns. 

8. Severabllltv. If any provision of this Bill of Salc is determined by a coun of competent jtirisdiction to be 
invalid, illegal or   men force able in any respccr, such determination shall not impair or affect airy other 
provisions of this Bill of Salc which are hereby declared to be sepantc, severable and distinct. 

9. Counteroarts. 'i'his Bill of Sale m y  be executed in col~nterparts and the counterparts together sL11 
constitute an uriyinal. 

10. Amendments. No amendment of any ~rovision of this Bill of Sale shall be b~~iding on either Party unless 
consented to in writing by such Party. 

IN WITNESS WHEREOF. h e  liansferoi and the Transferee have cnuscd this Bill of  Sale lo bc executed by the 
signature of tllcir proper authorized slynatorirs, as of Ihr day and year first written abovc. 

FIVE NATIONS ENERGY INC. 

.-. . ..........,. - ,... 
Name: 
'l'ide: 
I hvve the authority to bind the Corporation. 

[INSERT NAME OF TRANSFEROR1 

Name: 
Titlc: 

Name: 
Title: 
IlWe have the authority to Wnd the Corporatlon. 



Appendix "B" - Phaec I Contestable Work Assets 

- a ncw high vollage circuit breaker and bushing current transformers, one manually operated high voltage 
line disconnect, one motorized high voltage discomact with line side gmund switch in the Atownpiskat 
'I'ransformer station. 

- Insulated temperature controlled buildings at the Attawapiskat Station adequate to house colitrols for 
cominunicat~ons and power equipment. 

Page l l of I4 



Appendix "C" -Phase 11 Contestable Work Assets 

- approx~mately 170 km of new hi& voltage I I5 kV lirie (energized at 138 kV) from Moosonee Switching 
Station to Kashcchewan Tratlsfomr Statioq 

- 2 new high voltage cucuil breakers and bushing current transformcn; I new high volrogc circuit breaker 
without buslung current u r n s f o m n ,  3 i~ew manually operated high voltage line disconnects; 2 new 
~liotorizsd high voltage disconnect switches with grounding switches, a new 5.5 Mvar 138 kV &hunt reactor 
complete w~ih  siuge arnstors, and a new high voltage switchyard slation site adjaccnt to the Kashcchewan 
Transfornier Station; 

- mohfication of the existing 115 kV linc (encrgirxd at 138 kV) and the addition of the new 138 kV line to 
feed into the new site adjacent to the Kashechewan Transfom~r Station. 

- connection of the exist~ng Kashecliewan Tranqfornxr Sfatioo to the new Kashechcwan site for tlie 
continued supply of the existlng Kashechewan station and the Kashrchewan to Aitawaps~kat 1 l S kV l i e  
(energized at 138 kV). 

- power line carrier telecot~ununications equipment and system at Five Notions Energy Inc. transformer 
stations in Fort Albany, Kashechewan, and Attawapsikat; including ~~~sula tcd  temperature controlled 
buildings at each site adequate to house co~~trols for communications and power equipment at Attawapiskat 
and Kashcchewan, a11d communication conrrols in Fort Albaiiy; 

- stiitlun fence plus yard moil~ficot~ons a! Altau,aprikat 'Transformer Srarion and Fort Albany 'lransformer 
Station. 



Appendix "D" - Form of <:ontesta ble Work Project Cost Breakdown 

Permitting and Approvals: % 

Prelinlinary Engineering: $ 

Design and Construction of 11 5 kV Transmission Line Moosonee to Kashechewan (1  70 km): $ 

Design and Construction of Modifications to Kashechewim, Fort Albai~y and Attawapiskat 115 
kV substations: % 

FNEI Conncction Work Costs: $ 

Project Management & Construction Supervision: $ 

Contingencies: % 

$j,xb&ZP/a 
Total = 5 

Pngc 11.1 of 14 





Exhibit B - Terms and Conditions for the Victor Mine Site Medium Risk Connection 

1. DcRecrs and FNEl shall pwfonn their respective 
ohligaions outlincd in this Fxhibit "B" in o manncr 
consistent with Gad Utility Practicc and the Tr~nsmlssion 
System Code, in compliwce with all Applicable Laws, 
~ncluding, hat not liniitcd to the requirements of clic 
Elwtrical Salcty Codc, and using duly qualified and 
expcrieticcd pcople. 

2. An axtinale of I.inc Connection Pool Work Capital 
Costs, I'ransl'onnation Connectitm I'ool Work Cnpital 
Cost$ OMLA Cosls nnd a revenue and load rorecnst arc 
provided in Schedule "13" of the Agreement. Thcsc costs 
and revenue form Lhe basis o l  the estirnatcd I'wl Cast and 
Cnpifal Cul~uibution sl~own in Schedule *B". 

3. By no later than 10 calendar days prior lo the Transfcr 
Dnte Phase [I. FNEJ shall provide DcBecrs with a new 
Schedule "B" to replnce Schedule "U" of the Agreement, 
which such replacement Schedule "13" shall make the 
necessary adjustmeno to the cstimatcs in Schedule "0" for 
the purpose3 of determining and finalizing the Capital 
Contribution in ncwrdance with the matincr agreed to Oy 
the Pwies in Appendix I hereto. 'I'l~e wsls esulblishcd 
pursuant to Section 4.1 of Exhibit "A" of the Phnw I 
C~ontes~ble Work Assets and Phase I1 Contwtable Work 
Asset5 sI~IIII he tlic basis of the adjusted and actual l ine 
Conncction I'wl Work Capitnl Cosw wid the 
T rimsfonnation Connection I'ool Work Capital Coas. Any 
adjustments to OMLA Co.m or the revcnuc forecast in 
Schedulc "R" shall bc ngreed upon by thc Pnrtia. The new 
Scl~edulc "U" shall be r ndc  a pun of' the Agrcemcnt IU 
though it h:~d hem originally incorporntcd into the 
Agmcment. 

4 (a) To the cxtent that the Pool Cost ia not 
mcoverablc by the 1.ine Connection Revenue, Dclleers 
nprecs to pny FNEl the Cq)ital Contribution towards Ure 
Pool Cost ofthe I.inc Conncnion Pool Work. 

(b) I)cfluers shall pny the Capital Contribution calculalcd 
in accnrdancc with section 3 above or] the Transfer 
IIPIC Phnat: 11. 

[c) Attnchcd a* Appendix I of this Exhibit D is o 
hypothetical working cxample of how the Capital 
Contributio~~ sl~all hc calculated bawd on cstirnatcd 
project costs. Appendix 1 has been included for 
illustrative purposes only and if thm is a wnflict 
bctwcat unother mrm or provision of this Agnmnent 
und A p ~ n d i x  I, such othcr tcrni or provision will 
govern. 

5.  FNEl shall perform o True-l!p of I,inc Connection 
Revenue at each 'True-Up Potnt. 

By no lritcr than 30 cnlcndar days following completion of 
mc l~  True-Up. FNEI shall pruvide DeDeers with all 
infmnatiot~ in rcspcet of the TrucUp tl~nr DeBcers is 
entitled to receive in occordmce with the requirements of 
the Transmission System C d c  and u new Schuluk "R" to 
replace Schedule "R" of the Agrccmcnt which shall 
idet~tify the following: 

(i) thc Gtlarantccd Revcnue Ihte if lhut d s u  has chanpcd 
as o rwult of the (Jpdnted Loed 1:orecas: and 

(ii) an updated Table showing the 1,inc Conn~rtior~ 
Revenue mquircments and the IJpdatetl Load I:orecnst 
for the rccnair~der of the founcc~i year cwnomic 
evaluation period where those amounts have chnnged 
u a WSII I~  of the l'rucllp. 

Rnch new Schedule "13" shall bc made n pan of thc 
Agreement &r Ihough it had bmn originally incopmtcd 
into the Agwmoit. 

6. If the rcs~l t  of a Truc-Up perfor~ticd is that thc Acrual 
I.oad nnd Uplarcd I.oad Forecast is: 

(i) less than the load in the L a d  Forecast and therefore 
does nor generntc the foreeastcd Line Qinncction 
Rcvenuc rcquired for t t~e applicuble economic 
evaluation period DcJleers shall pay WE1 an mount 
to be cnlculaled by k%RI in accordance with the 
requirements of Ihc Transmission Systcn~ Codc 
applicable to mdiual-high and medium -low risk 
wtu~eaions hy no later than 30 days atlcr the dale of 
FNEl invoice therefor; and 

(ii) more than the load in thc 1.oad Forecast uod therefurc 
gcncrates tnorc than the forcewed I.inc Connection 
Rcvcnuc requircd for Ulc npplicable economic 
evaluutlon pcriod. ITEI shall comply with the 
recluirements of t l~e  Transmission Systcm Codc 
applicahlc to medium-high and niediwn-lo* risk 
wnncctinl~s nnd sliall D ~ Y  anv mounts uw~b le  to 
DeBcers by no latcr than30 bays followingihc date 
&at such a~iiau~it is due and payable. 

7. W~di rcspect to Ilie tnstallalion of Embedded 
Gcnerntion; the etrect of cncrgy conservation, energy 
cficicncy, lond mmogcmcnt or renewable onergy actibilies 
and t l~e  effect thcrcof on 'Snte-Ups, IWEI shall coinply w~th 
the nqaircrnn~b orthe Transmission SyRetn Codc. 

8. Until I'NBI has  published ;ind the Ontario Energy 
Boartl has accepted 1:NEl's procedurc and methodology for 
determining the nquirerncnt for o capital conuih~~tiori in 
accurtlancc with the requimnic~rts of the frnnsmis~ion 
System Codc, any Capitol Contributions pnid by DcBecrs 
under the lcrms this Exhibit "El" are subjcct to adjustment 
with such adj~~stmcnt m he wlcly based on thc prowdnre 
and methodology aacucptcd by the 0ER. 

9. (n) In the event that the 1,inc Connection Service 
K ~ t e  is rescinded or the metl~odology of detcrmination or 
compotients is ~r~atmially changed, fhc I'aflics agree to 
negotiate a new mcchdnisn~ for the purposcs of this: Exhibit 
"B". The Partim shall hnvc 90 calendnr dnys fro111 the 
effective date of rescisdon or fundamental change of thc 
Line Connaion S~wice  Rnte ro agrce to a new 
mechanism. If the Putties arc unable to s\~ccessfully 
ne8otiatc a rcplaccment within thnt 90 calcndw day period. 
they shall submit to arbitration, in accordance with thc 
rcqr~iremcnts of thc Transmission S y a ~ m  Codc (or the 



Conncction Agrecnlent attached tlicrctu); or if there is no 
arbitration provision in Ihe Tmnsmission Systan Codc (or 
the Connection Agreement attnchrd thereto), to thc 
rquircments of Uie Arbitration Act (Ontario), as amendeil. 
to wttle on u new mcchanisrn. The decision of the 
arbitrator shall be binding on each party will1 no right of 
appeal sc~hjwt u, a riglit of either ptlrty to appeal on a 
stundard of review o f  rcuonablencss simpliciter. 

(h) l'hc tcrnls of rcfcrencc of ~ h c  urbitration shall he to 
idcntiry n new mccha~irm that is, to the extcnt 
possible. fair to the patties and cunstitutcs a 
reawnably comparable replacement tor d ~ e  I..inc 
Conncction S~wicc  Rate. 

(c) Any xttlerrlcrit on u new mcchanisrn pc~riuwt lo lhis 
Section Y shnll apply rdro;lclivcly fronl thc date on 
wllich the 1.ine Cu~mcxtion Service Karc was 
rescilidcd or fcnldmcnlally changed. Until such rime 
ns a new ~lleclliiriism is determind Irercunder, any 
altlounci to be paid by DeUeea under this Exhibit "B" 
shall be based on the Line Connection Scwice Rnte in 
effect beforc the effective date of my such chmgm. 

10. DeBtcrs shnll provide FNI!I with a copy uf Dc)eBccrs' 
final monthly hills or authorize the IESO ta provide ME1  
with copin. FNEI agmcs to use this information solely for 
the purpose of this Exhibit "D". 

l'crms and Conditions for the Victur Mine Site Mcdium Risk Conl~eetion V3 (May 202005) 
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Exhibit B - Terms and Conditions for the Victor Minc Site Medium Risk Connection 

Appendix 1 - Capital Contribution Calculation Working Example 

- -- 
reject Costs - (De drs Canada BulW ~htM-3 and 

1 

5 kV Tran~mslon Line Ailoosonee to Kashechewan 1 $22.57 1 ' 1 .  

/--1- ... 
- ;. !... ... ._I-.--- t . .-* ...- -A.- .. 

$33 87 1 I 1 1 i  Sub - Total = i -1 
t - . .-- 1 i- , I" Total = $37 26 ' 

~ M K  

I 1 I I I 1 I I I I P 

Capital Contribution Raqulrement Calculation Pa able De p C*& to FNU- I -- 
;Cost 1 XNW 1 -0 7.0gti!~$ZOg~ XIi2/ - 2 ~ 4 - - ~ $ 3 j 4 / 7 ? 6 ~ - 7 5 1 ~ 2 5 3 b  

a 

$362 700 S362 SO, 93, $01 SO, 1 $0 5362,700. 
n 

- -- - -- - - 
Incremental Revenue 

. .  ........ . ..... I. ....... $.. -r- --4 '.... 
Capital ConMrnon ! 1 

... ....... .... -.i-/. +-j +- : -1 
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26. Ref: Ex 8/T2/S1/p.3 & 4 - Calculation of Uniform Transmission Rates 

(a) At page 3 of the above reference, FNEI has provided a table of Actual 2010 Uniform 
Transmission Rates. Under the section titled “Total Charge Determinants”, the total Line 
Connection Charge Determinant of 263,217.555 MW appears to be incorrect. Please 
confirm that the total of Line Connection Charge Determinant is in fact 238,217.555 MW. 

(b) At page 4 of the above reference, FNEI has provided a table of Proposed 2010 
Uniform Transmission Rates. The sum of the Line Connection Charge Determinants is 
238,341.627 MW. According to Staff’s calculations, this should be 238,361.627 MW. Please 
confirm if the above calculations are correct and file revised tables. 

RESPONSE

(a)  Confirmed.  Please see corrected table on next page.  It appears that only the single number 
changes.

(b)  Not confirmed.
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Table 8-2-1 A – Actual 2010 Uniform Transmission Rates

Revenue Requirement ($)
Transmitter Network Line

Connection
Transformation

Connection Total

FNEI $3,012,819 $714,093 $1,451,088 $5,178,000
CNPI $2,683,749 $636,098 $1,292,596 $4,612,443
GLPT $20,239,894 $4,797,224 $9,748,304 $34,785,422
H1N $707,878,000 $167,780,000 $340,941,000 $1,216,599,000
All $733,814,462 $173,927,415 $353,432,988 $1,261,174,865

Total Annual Charge Determinants (MW)
Transmitter Network Line

Connection
Transformation

Connection
FNEI 44.915 44.915 44.915
CNPI 583.420 668.600 668.600
GLPT 4,150.498 2,847.032 2,777.933
H1N 242,387.818 234,657.008 202,860.490
All 247,166.651 238,217.555 206,351.938

Uniform Rates and Revenue Allocators
Transmitter Network Line

Connection
Transformation

Connection

UTR ($/kW-m) 2.97 0.73 1.71

FNEI Factor 0.00411 0.00411 0.00411
CNPI Factor 0.00366 0.00366 0.00366
GLPT Factor 0.02758 0.02758 0.02758
H1N Factor 0.96465 0.96465 0.96465
All 1.00000 1.00000 1.00000
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OPERATIONS, MAINTENANCE AND ADMINISTRATION

27. Ref: Harmonized Sales Tax Impact on OMA

Preamble:  The provincial government has announced plans to harmonize the 
provincial sales tax (PST) with the goods and services tax (GST) effective July 1, 2010 to 
create harmonized sales tax (HST). Unlike the GST, the PST is included as an OM&A 
expense and is also included in capital expenditures.  If the GST and PST are harmonized, 
corporations would see a reduction in OM&A expenses and capital expenditures. Based on 
the proposed elimination of the PST effective July 1, 2010:

(a) Please confirm that FNEI has not made any adjustments to the OM&A forecasts to 
reflect the elimination of the 8% provincial sales tax. 

(b) Please provide the estimated costs of the provincial sales tax included in the OM&A 
forecast for 2010.

(c) Please provide the amount of provincial sales tax paid by FNEI in each of 2007, 
2008 and 2009 on OM&A expenses.

(d) Is there any reduction in compliance costs that will result from the reduction in the 
administrative burden on FNEI to comply with two separate sets of tax rules?

(e) In the event that PST and GST are harmonized effective July 1, 2010, does FNEI see 
any reason why the reductions in OM&A cannot be captured in a variance account? 

RESPONSE

(a)  None, but much of FNEI’s OM&A expenses are not subject to PST (e.g., wages, air travel, 
etc.).

(b)  No specific amount of PST was budgeted.

(c)  FNEI has never tracked the amount of PST it pays.

(d)  No.  FNEI has never had any PST filing requirements.

(e)  FNEI is unsure of how amounts accrued in a variance account would be dealt with.
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28. Ref: Accumulated Depreciation (Rate Base); Depreciation Expense (OM&A) and 
Section 2.5.7 Filing Requirements 

Board staff understands FNEIs approach to estimating the depreciation expenses to be the 
following: 

  
2010 Depreciation Calculation - Ref: Ex 4/T3/S3/p.10

A/c 1715 - Station Equipment Formula Used

Opening Gross PPE 13,440.2$                                Col. 1 : Jan-2010 Gross Asset (Ex 2/T11/S2/p.1)
Addition 150.0$                                     Col. 4 : Ex 4/T3/S3/p.10
Adjusted Cost Base 13,590.2$                                Col. 6 : (Opening Asset + Additions)

Average Cost Base 13,527.7$                                Col. 7 : (Avg. of Monthly Gross Asset - Ex 2/T11/S2/p.1)
Depreciation Rate 2.5% Col. 8
Depreciation Expesne 338.2$                                     Col. 9

Opening Accumulated Depreciation 1,158.0$                                  Col. 2 : (Depreciation Expense at Dec 2009 - Ex 2/T10/S2/p.2)
Closing Accumulated Depreciation 1,496.2$                                  Col. 11: (Depreciation Expense + Op. Acc. Dep.)

Closing Net Book Value 12,094.0$                                Col. 12 : (Col 6. - Col. 11)

(a) Is Board staff’s understanding of FNEI’s methodology accurate? Please explain. If it 
is not accurate, using the above example, please explain the methodology. 

(b) Please explain the reasons for the difference in net book value in the Depreciation 
Expense schedules under OMA, versus under rate base. 

(c) Please provide a description of the methodology used by FNEI and as per section 
2.5.7 please provide FNEI’s depreciation policy. If such a policy is not available, please 
state when it will be available. 

(d) As per the Board’s Filing Requirements, please provide the depreciation expense in 
the format presented in Appendix 2-N. Please provide the calculations in MS Excel with all 
links and formula left active. Please note, as per section 2.3.3, the “Continuity statements 
should be reconcilable to the calculated depreciation expenses (under Operating Expenses) 
and presented by asset account”. If the depreciation expense is different from the as-filed 
expense, pleased indentify the reasons for the difference and calculate the impact on the as-
filed revenue requirement. 

RESPONSE
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(a)  Board Staff’s understanding appears to be accurate.  See the response to Board Staff IR 12 
and 13 (including the attached Excel spreadsheet) for a further explanation of the methodology 
used to calculate the depreciation expense.  The average cost base used to calculate depreciation 
is the average of the monthly closing balances for the year.

(b)  There is no difference in the net book value shown in the depreciation expense schedules as 
compared to that shown for rate base.  For example, for the 2010 test year, the opening net book 
value shown in Exhibit 4, Tab 3, Schedule 3, page 10 of $28,663.7 is identical to the figure 
shown for the December closing balance shown in Exhibit 2, Tab 10, Schedule 2, page 3.  
Similarly, the closing net book value shown in Exhibit 4, Tab 3, Schedule 3, page 10 of 
$27,750.8 is identical to the figure shown for the December closing balance in Exhibit 2, Tabl 
11, Schedule 2, page 3.

(c)  Please see the response to Board Staff IR 12 and 13 for an explanation of the methodology 
used to calculate the depreciation expense.  There is no formal policy.

(d)  The chart below will also being filed separately on the Board’s RESS system:

Depreciation Expense - 2010

Opening Less Fully Net for Total for Depreciation

Account Description Balance Depreciated Depreciation Additions Depreciation Years Expense

(a) (b)
(c) = (a) -

(b) (d)
e) = (c) +0.5 x 

(d) (f) (g) = (e) / (f)

1715 Station Equipment 13,440.2 0.0 13,440.2 150.0 13,515.2 40 337.9

1725 Poles and Fixtures 11,368.0 0.0 11,368.0 35.0 11,385.5 25 455.4

1730 Overhead Conductors & Devices 7,188.0 0.0 7,188.0 60.0 7,218.0 25 288.7

1908 Buildings and Fixtures 364.8 0.0 364.8 20.0 374.8 25 15.0

1910 Leasehold Improvements 25.7 24.7 1.1 2.0 2.1 2 1.0

1915 Office Furniture & Equipment 53.2 31.5 21.8 2.0 22.8 5 4.6

1920 Computer Equipment - Hardware 149.1 92.7 56.4 2.0 57.4 5 11.5

1925 Computer Software 8.2 2.1 6.1 0.5 6.4 5 1.3

1930 Transportation Equipment 330.7 86.8 243.9 1.5 244.7 5 48.9

1940 Tools, Shop and Garage Equipment 137.6 27.4 110.2 2.0 111.2 5 22.2

Total 33,065.6 265.1 32,800.4 275.0 32,937.9 1,186.5

Exhibit 4, Tab 3, Schedule 3, page 
10 1,187.4

Difference -0.9
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The depreciation expense as filed in Exhibit 4, Tab 3, Schedule 3, page 10 is $0.9 higher than 
that calculated in the above schedule.

This difference is the result of the one month difference between adding the capital additions in 
July (for the half year rule) as compared to the additions in the month of June, as forecast by 
FNEI.
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29. Ref: Ex 4/T3/S1 - Depreciation and Amortization Expense

Preamble:  The depreciation rates used by FNEI for assets recorded in Account 
1908 Buildings & Fixtures, Account 1915 Office Furniture & Equipment and Account 1940 
Tools, Shop & Garage Equipment are higher than the depreciation rates in the 2006 EDR 
Handbook (EDRH). 

(a) Please recalculate the depreciation expense for the above three accounts using the 
EDRH depreciation rates. Please identify the impact on the test year depreciation expense 
and revenue requirement, of using the EDRH depreciation rates. 

(b) Has FNEI undertaken a depreciation study to justify the use of different 
depreciation rates for the above three accounts? 

RESPONSE

(a)  FNEI uses a depreciation rate of 4.00% for account 1908 Buildings & Fixtures (versus 
2.00% in 2006 EDR Handbook), a rate of 20.00% for account 1915 Office Furniture & 
Equipment (versus 10.00% in 2006 EDR Handbook) and a rate of 20.00% for account 1940 
Tools, Shop & Garage Equipment (versus 10.00% in 2006 EDR Handbook).

Assuming the question is requesting the recalculation of the depreciation expense only for the 
2010 test year, the depreciation expense for account 1908 would fall from $15.1 to $7.5, account 
1915 would fall from $4.6 to $2.8 and account 1940 would fall from $22.3 to $11.4, for a total 
reduction in the depreciation expense associated with these three accounts of approximately 
$20.3.

(b)  No.
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30. Ref: Ex 4/T1/S1; EB-2004-0545 – Decision and Order dated July 18, 2005; EB-2009-
0395 – Interim Order dated December 18, 2009 – Depreciation related to De Beers’ 
transmission assets

Preamble: 

(1) The Board issued a decision in 2005 stating in part that, “FNEI will own the 
new line that will run from the Moosonee TS to the Kashechewan TS.  Under the 
Revised TSC, the transmitter is obligated to pay a transfer price that is the lower of 
the cost to the load customer or the transmitter’s reasonable cost to do the same 
work.”  The Board also stated that, “the estimated transfer costs based on the 
Revised TSC would be $23.4 million for Hydro One and $28.5 million for FNEI.” 
(Emphasis added)

(2) The Board granted interim approval of the proposed licence amendment 
effective November 3, 2009, providing approval to own and operate a 138-kV line 
from Moosonee to Kashechewan and associated switching facilities in Kashechewan.

Questions: 

(a) With respect to Preamble (1) and (2), and for the record, what was the transfer 
price of the assets cited from DeBeers’ to FNEI?

(b) Has FNEI accounted for increased depreciation charges associated with the newly 
transferred assets?  Has FNEI taken into account the recent transfer of the De Beers’ assets 
in its calculation of forecast depreciation costs for both 2009 and 2010?  Please provide an 
explanation as well as a numerically worked example that confirms FNEI’s response.  

(c) If increases to depreciation charges have not been included for 2010, please provide 
an updated to FNEI’s evidence. 

RESPONSE

(a) The De Beers assets will be transferred to FNEI for nominal consideration (i.e., $1).

(b)  Because the transfer price is nominal, there will be no assets to be depreciated.

(c)  Not applicable.
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31. Ref: Ex 4/T2/S1/p. 2/line 14-15; Ex 4/T2/S2/p. 2/line 4 – Operating Costs, Employee 
Complement

Preamble: 

(1) FNEI states because of its small size that, “it is often more cost-effective to 
hire certain operations and administration expertise on a part-time or contractual 
basis, because in most cases this is more cost-effective than a full-time employee 
position.”

(2) FNEI states that, “FNEI now moves from a capital expansion phase to more 
of a maintenance phase, FNEI expects to move some costs normally done by 
external consultants and workers to an internal employee position (which is 
reflected in an increase in Accounts 5605 and 5610, and a decrease in Account 5630).

Questions: 

(a) In light of Preamble (2), citing increased maintenance activities, has FNEI 
considered the potential value of employing additional staff on a full-time basis?

(b) Has FNEI considered replacing functions covered by part-time employees with full-
time employees local to the transmission system area to provide continuity and institutional 
knowledge from a regulatory standpoint? 

RESPONSE

(a)  Yes, FNEI is actively considering how to move maintenance services in-house.

(b)  It is not economical to have full-time employees located in the three remote communities.  
These are fly-in only communities (i.e., no road connection betweenl to the transmission system 
area
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32. Ref: Ex 4/T2/S1/p.34 – Maintenance program 

Preamble:  FNEI indicates in the reference that it sets its maintenance program to ensure 
compliance with a number of factors.

Questions:

(a) Please provide the Board a copy of FNEI’s maintenance program.

(b) Can FNEI provide evidence which demonstrates that the maintenance program 
incorporates good utility practice, industry reliability standards, safety, and environmental 
stewardship as stated in the pre-filed evidence?  If so, please provide concrete examples for 
each of the criteria listed above

(c) Please explain how FNEI prioritizes maintenance work.

(d) How does FNEI make allowance and plan for unexpected work or unplanned 
outages? 

RESPONSE

(a) The FNEI maintenance program is outlined in Exhibit 2, Tab 13, Schedule 1, Appendix B. 

(b) This maintenance program was developed using the professional experience in high voltage 
transmission systems of engineering staff at SNC-Lavalin.  As well, FNEI used as a reference the 
Electrical Maintenance and Procedures (1988) booklet of the former Ontario Hydro which 
outlines required inspections, tests, and work activities for each piece of equipment in their high 
voltage stations. In addition, original manufacturer recommendations are also included in 
establishing what is required.  These proven programs incorporate the good utility practices, 
industrial reliability standards, safety, and environmental stewardship. 

(c) Currently FNEI is developing its Asset Management program to address predictive and 
preventative maintenance of it assets. In the initial years of operations, line and station 
maintenance have been predominately a reactive model based on inspections and testing. 

(d) FNEI has contractual arrangements with organizations to provide qualified staff to respond to 
unexpected work or unplanned outages.  The Maintenance Services Contract with Hydro One is 
an example of the agreement to assist in such cases.  The Meter Service Provider contract with 
Hydro One is another example.  FNEI also has agreements with qualified contract trades staff 
and with SNC Lavalin for resources to assist.  In addition, FNEI uses line staff from the three 
First Nation LDCs.  FNEI also has an understanding with Timmins local charter aircraft 
company to respond immediately to calls to provide pilots and available aircraft as soon as 
possible. 
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A contingency inventory of critical and/or long delivery parts has also been developed.  Since 
material delivery is limited to winter road availability or small aircraft space, plans were 
developed to store some critical components at various sites to enable an emergency response to 
be carried out . Examples of such spare parts are high voltage circuits switchers, low voltage 
breakers, PLCC cabinets, spare relays, conductor reels, stringing tools, temporary pole bases,  
and spare western cedar poles (lighter for helicopter short distance transportation).
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33. Ref: Ex 4/T2/S1/p.5 – Fibre Optic line operating and maintenance costs 

Preamble:  FNEI refers to its old telephone system, used primarily for station 
communications purposes.  FNEI states in part that: 

“The average fixed monthly cost per [telephone] line was approximately $75, with 
the long distance charges required to call from Moosonee every 30 minutes ranging from 
$2,000 to $5,000 per month depending upon the quality of the connection.  With the 
installation of the fibre optic line, these costs are now all avoided with the exception of one 
voice line for emergency purposes at each site.  Thus, while the primary purpose of the 
fibre optic network was not cost savings, there are certain costs that are now avoided going 
forward.”

Questions: 

(a) What is the approximate total operating cost of the new fibre optic system per 
month compared with the total operating cost per month of the old ‘plain old telephone 
system’ (POTS)?

(b) What is the budgeted cost of ongoing maintenance of the fibre optic system 
compared against the POTS configuration?

(c) What are the benefits of the new fiber optic system, and have these benefits been 
reflected elsewhere on other items in the budget?  Do the new monitoring capabilities of the 
fiber optic system reduce maintenance and repair costs, and can this be determined from 
FNEI’s 2010 operating and maintenance expenses budgets?  Please provide a breakdown of 
the benefits and costs, to the extent possible in a table, providing references to the FNEI 
application and additional evidence where necessary.

(d) Will the fiber optic asset also be used by the 3 member utilities? If it will, what 
agreements has FNEI entered into with the three member LDC’s. Please file the 
agreements and summarize any discussions that may have taken place on this issue. 

RESPONSE

(a), (b) and (c)  It is difficult for FNEI to compare the operating and maintenance costs of the 
POTS as compared to the new fibre optic system because FNEI has such little operational 
experience with the fibre optic system.  

In FNEI’s view, comparing the POTS and fibre optic system is of little value – it is an apples 
versus oranges comparison.  The fibre optic system will provide FNEI with far superior 
operational control (real-time as opposed to dial-up every thirty minutes), metering 
communication, and the ability to monitor stations for security and public safety.  Not only will 
there be cost savings (e.g., fewer trips to the communities from Timmins to determine equipment 
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status), but the system will be able to be better operated, more safely and securely.  Also see 
FNEI’s evidence at Exhibit 2, Tab 1, Schedule 1, pages 37 to 44.

(d) FNEI does not know whether the three member utilities will utilize the fibre optic asset.  The 
fibre strands not currently being utilized by FNEI will be leased to The Western James Bay 
Telecom Network (“WJBTN”), an Ontario corporation without share capital.  The three member 
utilities will have to contract with WJBTN, which has seven members: Attawapiskat First 
Nation, Fort Albany First Nation, Kashechewan First Nation, Moose Cree First Nation, Town of 
Moosonee, Five Nations Energy Inc. and the Mushkegowuk Council.  Each member is entitled to 
appoint one director.  Consequently, because FNEI’s ultimate owners (the three First Nations) 
and FNEI would have the ability to elect a majority of directors of WJBTN, FNEI and WJBTN 
would be considered affiliates.
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34. Ref: Ex 4/T2/S1/p.6/lines 9-10 – Operating Services Agreement with Hydro One

Request: Please provide a copy of the Operating Services Agreement. 

RESPONSE

Please see attached.



Hydro One Nehuofka Inc. 

49 Sarjeant Drive 

Barrie. ddaria L4N 1W 

Tel: 4705) 792-31 06 

FYC (705) 792-3 1 16 

hydroe one 

December 20,2006 

Re: Hydro One Networks Inc and Five Netians Energy I nc Operating Services Agreement 

Cecil: 

Attached for your records is a copy of the executed Operating Services Agreement. 

Thanks, 

Dave McKendrick 

705-792-3102 



Operating Services Agreement 

Made Between 

Hydro One Networks Inc. 

and 

Five Nations Energy Inc. 

for the 

Operation of the Five Nations Energy Inc. 

1 15 kV Transmission System 



THIS OPElUTING SERVICES AGREEMENT 
made in duplicate t h i s c d a y  dNovmber, 2006 
but made effcctivc as of September 27,2006 

BETWEEN; 

HYDRO ONE NETWORKS INC., e corporation 
incorporated undcr the laws of the hv inw of 
Ontario (bereinafter ref- to as 'Wydro One 
NctworWg) 

PARTY OF THE F W T  PART; 

- and - 
FIVE NATIONS ENERGY JNC., a nan-share 
corporation incorporated undcr lhc Iaws of Canada 
(hereinafter ref& to as "Rive Nations Energy'') 

PARTY OF THE SECOND PART. 

WHEREAS in accordance with the EIechkitly Act, 
the hdependcnt Eltctricity System Upmator (We 
ESP) dirccls tbc operation of the IESO-COJI~~OII~ 
Grid; 

WEEREAS ip a c c h c e  with the approprialc 
regutations and rula in cfftct b m  time to time, the 
Parties wish to enter into this Rgrecmc~ to describe 
the terms and conditions applicable to che provision 
of Operuling &ridma by Hydro One Nctwdcs to 
Fim Nations Energy on the term and conditions  IS 

set out in this agmmmt; 

NOW THEREFORE in considmation of thc 
foregoing, and thc mutual covenants, agreements, 
tmfils and conditions herein contained, the P h c s  
intcadii to be Iegally bound hereby a w e  as 
follows: 

ARTICLE h GENERAL 

1 , l  Each of the Partics hereto confirms the tmth 
and accmcy of the rccibls and agrcca that the 
recitals form part of rhis Agrem~ent. 

1.2 This A r m a t  constitutes the entire 
agreement betworn the parties with respect to the 
Operating Services and supersedes all prior oral or 
written rcprestntations and agremcats concerning 
the subject mattcr of this Agreement. 

1 3  Any written notice rcquircd by this 
Agrccmcrtr shall h docmod pmpaly givcn d y  if 
either mailed, facsimilcd ar delivered to h e  
addmscs specified in Schedule 'D". Notices sent 
by rcgistcrtd mail shll be deemed to have been 
received w thc datc indicated on the delivery 
receipt. Notices sent by courier or fircsimilc shall 
be d e e d  to have k e n  received on the date 
indicated in ?he delivery d p t  or lxansmi ssion slip 
if delivered during normal business hours; if not 
dclivcrod during normal busincss hours, delivery 
shall lx deemed to haw o c c d  on the next 
Bwiness Day. The designation of rbc penon to be 
so notified or the address or facsimile number of 
such person may be changcd at my tim by either 
Party by writttn notice. 

1.4 Udess otherwise specified, rcfertmcxs in this 
Agrrcmwt to Sections or Ariiclcs tn sections and 
artides of this Agnemrnr. Any rcfamcc in this 
Apemieat to any statute or any section the& will. 
unless otherwise expressly stated, be d m d  to be a 
reference ta such statute or a t i o n  as amcndcd, 
restated or re-enacted from timc to timc. Thc 
insertions of headinp are for conveniena only and 
shall not aflact the intaprctation of this &mmt. 
Unless the context requires otherwise, words 
importing the singular include ihe plural and vicc 
vcma aad words importing gender include all 
gendm. 

1.5 N c i m  Party hall asign this -t or 
any of its rights or obligations t h m d e r  withmat 
obtaining the consent in writing of thc othff; except 
that no cmmt is necessary where assipmat is to an 
Affiliate, provided a wriitcn nolicc of the a ~ i g m m t  
is delivffed to the other Party. 

This Agreement shal.1 extend to, be binding upon 
and mure to the benefit of the said assigns and the 
respective successws of Five Nations Energy and 
Hydro me Networks. 

1.6 Neither this Agreemmi or any provision 
hereof is intended to confer upon any person other 
than thc Partics htrcto any rights or remedies 
herermdcr. 



Thc foUawing tcms, wbevcr used in this 
A p e m e n ! ,  shall have the following meanings 
(whcrc applicable, thc sourcc of the definition is 
indicated b c t w m  parentheses followrry ihc 
definition): 

uAffdiate* means, for Hydm Onc Nttworks, 
affiliates as that tcrm is d&ed in the Business 
Corpordiunr Act (Onbuio), and fot Five Nations 
Energy, affrliatcs as t b t  t m  is defined in ihc 
B u s ~ s  C u ~ r ~ i v m  Act (Canada). 

**Agentn mcans a QwaIified person duly a u t b o M  
by a Party to perform qccific activities or actions 
on its bchalf (ESO-Hjdw Onc IVetwurkr Operating 
Agweme~tt); 

YAgrccmentn m a s  lhis Agreement and Schedules 
"A", "B", "C" md "'W and ell amtndnacnts made 
hereto by written sgremnmt between the Parties in 
accordtlncc wilh tbe terms of tbis Agremenr; 

uBus3ncss Day" means a day 0 t h  than a Saturday, 
a Sunday or a public holiday in the Province af 
Ontario (Mark& Rdm); 

"Confidential Information" means: 
(i) the term of this Agrmerrc and the  paa at ions 

and dealings undcr thir, Apemen4 
(ii) all information disclosed by a Party to the other 

Party undm this Agreement or in negotiating 
this Agramenf which by i nature is 
confidential lo the Party disclosing the 
infomation; and 

(iii)all inkqetativt rcparis or oher data generated 
by a Party that are based in whole or in part m 
information that is made Cartfldencial 
Infomarim by c l a w  (i) and (ii) 
(TronsmiFsion %stem Code); 

LLControMng Authority" means a p m n  or officcz 
responsible for: 
(i) authorizing changes in the conditions cn 

physical psition of Equipment, 
[ii) forcing Equipment out of service, 
(iii) de-rating Equiptrlertl, 
(iv) applying Equipment limitations, 

(v) issuing Operaring Ordet$, 
(vi) establishing conditions ncccssary for Work 

Pmiecfian and Suppotting Gwranles, and 
(vii) c~hblisbing the appropriate conditions for 

and the coordination or switching m the 
Equipment under its conml (iE$O-Hydro 
One Networks Operating Agreemmt); 

"Electricity Adn t m m s  tbc Electricio Act, 1998 
(king Schedule "A" of the Energy Competition 
Act, S.Q.1998, c.lS), as may be amended fmm time 
to timc (Market Aules); 

"Emergcoqn means any abnormal system 
condition that requires m e d i a l  acttion to prevent or 
limit lm af Trartsmission Facilifie~. andhr 
genemtion facilities that a d m e l y  affects the 
reliability of the eIedricity systqa [Transmission 
systlenr Cade); 

"Eqaipmentn means any sbucQrcs, transmission 
lines or cablts. txansfmers, b r d m ,  disconnect 
switches, b u s s  for the P\UPOGC of conveying 
electricity; and their related valtagdcurrent 
t~ansformers, protection systems, 
telecommunications systems, or any other auxiliary 
EquQmenl ( E S O - H '  Unc Ndnuorks Wrorhg  
Agreement); 

"Force Mqjcam Event" means, in relation to a 
person, my event or circurnsbm, or combination 
of events or circumstances, 
(i) that is beyond the msunable control of the 

person; 
(ii) that adversely affbcts the pmfhmnce  by the 

person of its obligations undW this &eemcnC 
and 

(iii)the adverse effects of which could not have 
been fwcscm or prevented, overcome, 
remedied or mitigated in whode or in part by the 
person tbugh thc exercise of diligence and 
reamable care and iacludcs, but is no1 limiled 
to, acts of war (wheUler declared or 
undeclared), invasion, armed ccmflict or act of 
foreign enemy, blwkade, eqbargo, revolution, 
riot, insurrection, civil disbMimce or 
disturbanocs, vandalism or acts of tmorimn, 
strikcs, lackouts, resbictive work practices or 
other labow disturbances, unlawful m s t s  or' 
restraints by govcrdment rn g o v c m d ,  
administrative or regulatory agencies w 



authorities dss thc result of a violation by the 
perm of a pcrmit, licence or dhcr 
authorization or of any applicable law, and acts 
of God including lightning, tarthquakc, iii, 
flood, landslide, unusually heavy ar prolongtd 
min or acoumulatim of snow or ice or lsck of 
water arising from wcathcr or mvirunmcntal 
problems; provided however, for greater 
certainty, that thc lack, insufficiency or nan- 
amililbility of fmds shall not constitute a Force 
Majeure Eveni (Market Rules); 

UForced Outage" means an unschcdulcd Outage 
due to the actual or polmtial fiilure of &uipment 
(Mudwt Rulw]; 

'Good Ufflity Practicen rntans any of the 
practices, methods and acts engaged in or approval 
by a signifiwnt portion of the electric utility 
industry in Ninth America during rhc relevant time 
period, or any of tho pctices, methods and acb 
which, in the exercise of rcasonablc judgement in 
light of the facts known at tbc time the decision was 
made, could have hen expected to accomplish Uc 
desired result at a rcasbnablc cost consistent with 
g d  business practices, reliability, safety and 
cxpcdition Good Uriliry Practice is not intended to 
be limited to thc apthum practice, method, w act 
b tbe exclusion of all ohus, but rather to bE 
acceptable practices, rnethds, or acls generally 
accepted in North America (Transmission Systcm 
Code); 

UHold-MC" m m s  a guarantee to limit o p t i o n  of 
s p p m t u s  ta facilitate work or mdua work hazards. 
Under no circumstances shall Hold-Dgbc used in 
place of Work Protecfion (Work Protection Code); 

"IESO* means the Indcpmdent Electricity System 
Opcrator cs~ablished under Part II of the Elecbicity 
Act that directs the operations of  Hydro One 
Networks' T~YIMIII ifsion astcm {Market Rufes); 

UIESGContralled Grld" has the same meaning 
w n i d  thmto under the Ele~criciry Ad, 1998; 
(Uarht Rules); 

'1ESO-Hydro One Networks Operating 
Agreement" mcans the Operating Agccmrmt 
entered into by the IESU and Hydm One Networks 

in accordance with the Eleclricily Act. 1998 and the 
Market Rule; 

UMaintenancen means, but is not limited to, routine 
maintenance, boubleshooting, repairs, approved 
changes, and such orhcr modifications as m y  bc 
q u i d  for the afk and emcimt aptntion of the 
Equipment (Trunsrnirsion @stm Cude); 

"Market Rules" m c m  the mtes made by the IESO 
under Section 32 of the EIe~:rid@ Act; 

"Materialn or "Materlallyr) relates to the esscncc 
of the ccmbact, more than a mere annoyance to a 
right or obligaIim, but an a c h d  obstacle pnvcnting 
thc pmf-ce or exmise of a right or obligation; 

WEB" mans the Ontario Energy Board 
cstablishcd pursuant to the Ontario Energy Bwrd 
Act. 1998 (b&g Schedule "B" of thc Energy 
Campetition Act. S.O. 1H8, c. IS), as may be 
amcndcd f b m  Lime to time (Murkt Rules); 

"Operating Orders" are orders i d  by a 
ControI1ing Authority to facilitate the moval  or 
mitoration of Equipment or to establish tht 
necessary conditions f a  Work Proledion 
(Transrnr3siun System Code); 

Wperatlng Services" means those d c + s  
provided by HyQb Onf Networks to Five Nations 
Encrgy wirh rrspact to tbe operation of Five Nations 
Energy's Transmirsion System as described in 
Schedule "A"; 

uOutag4" means the removal of Quipmmr h m  
service, unavailability of Equipment connection or 
temporary de-rating, rcstxiction of use, or reduction 
in performance of Equipment fm any reason 
including, but not Limited to, permitting the 
inspection, testing, Maintenance or repair of 
Equipment (Mar& Rules); 

WPlaonad Outpgen means an Outage tbat is 
planned or intentional by a Controlling Authority at 
;r pre-selected tim, usually for conslructian, 
prcmtive Muinienuna or repair (Tm~~~mission 
System Coa%); 

UPmmptly" means p a f m d  in an expeditious 
manner and without undue delay, using due 



diligence, and with thc intent of completing tbc 
= q u i d  act or task as quickly as practicable 
(Transmission System Code); 

'LProteclioasn meam Equipment designed to detect 
and isolate failed or faultcd elements; 

~ a a l i f i e d "  maim messed by a party in pawnaI 
campctency, fmiliarity witb and howledge of all 
applicable rules, reguletions, guidelines, policies, 
dcs ,  p m c d u . ,  apparalus and Equipmew, and 
dangers with rcspcct to work and operation 
(Trwrnixsiu~ syst em Code); 

LLSupportiag Guarantee" is 8 gumtee issued in 
suppmt of a Work P m i t  andlor another Suppming 
Gziamnfee. It certifies that an Isabted or Isobccd 
and Dc-cnergkd condition exists at paints under 
the mtrul of thc Issum of the Supporting 
Guarantee (Work Prorection Code}; 

"Transmission System" means a system for 
trnnsmitting electricity and includes any sbuctums, 
Eqclipmerrl or other things used for that purpose 
(Market Rules); 

"Tmnsmission Sp-tem Co&" means the codc of 
standasds and requirements issued by the OEB on 
July 25, 2005, as it nlay be amended, reissued or 
-laced fiom time to time. 

UTmnsmitterU means a person who owns or 
operates a Tmnsmksion Sysim . 

'Work Authority" means the pmm mpmiblc 
and in charge of specific worWtest (TBSO-Hydm 
One N i & s  Operutirrg Agmement); 

V o r k  Permitn is  a written guarantee that an 
Lrolotd, or Isoluted and De-energized condition has 
been established for work, and will conhue to 
exist, except for authorid tests, until the Work 
Pcmit is surrendered; 

cWork PrutecCian" mcazlS a guarantee issued by a 
Party that an IsoIumi or Isalaled and De-energized 
condition has been established for work on 
Equipnenl, and shall continue to exist, cxcept for 
authorized tests. unlil the guarantee is flvrcndmd 
(Trammission System Code); and 

"Work Protectlan Code" means I-Iydro Onc 
Networks' wwk protection d c  dl~ched hereto as 
Schcdule "E" which establishes canditim far work 
an Hydro OIlc Netwoh' Eguipenr that when 
combined with appropriate work practices described 
therein, is  meant to provide Hydm One N c t w ~ b  
cmployas with a safk wwk area. 

This Agreement shall take c k t  as of September 
27, 2006 and subject to Section 3.2 blow, shall 
continue in full force and effict for five (5) years 
therefrom (tbc "Mia1 Tmm9') and shaU thmafttr 
be automatically renewed fix succcssivc @ads of 
one (1) y m  upon the same terms and conditions 
herein (htrcidm tbt Initial Term and renewal 
periods collcctivcly rcfmcd t6 as the 'Term"). 

3.2. Termination 

(a) This Agrfcmenl may be tcrtninated at any 
time by mutual agreanent. It may also bc 
terminated upon at lcast me years prior notice in 
writing given by either Party to the ather, provided 
that such unilateral termination shall not prqudice 
any ou~lauding obliptions entered into under this 
Agreement that haw scad as of the date of 
termination. 

(b) A party ('Terminating Party") m y ,  on 
giving naticc to the other party, terminate this 
Agrment on written notice ta tht a h  if the other 
party fails to m r d y  a breach of any matcrial 
obligation under this Agccmcnt within 30 {thirty) 
days al?cr receiving notice thmof from thc 
Terminating Party. 

(c) If either puty filcs or initial= proceedings 
or has placdings filed or initiated against it, 
relating to its 1 iquidatiun, msolvcncy, rcoqanization 
or athcr relief (such as the appointment of a bustee, 
receiver, liquidator, custodian or other official) 
under any bankruptcy, insolvency or other similar 
law or mmaloes an assignment for thc bcncfit of its 
creditors or eners into an agreement fbr the 
composition, cxmsicm or readjustment of its 
obligation in wnntction with the f'gaing, this 



Agreement shall terminate automatically, without 
notice. 

(d) If this Agreement is terminated by 
operation of (a), @) or (c) above, the parties will 
continue to be liable far my obligations arising, 
liabilitits accrued or mounts papble undcr this 
Agreement prior to termination. 

ARTICLE-IV: RIGHTS AND OBLIGATIONS 

4.1 Hydm One Networks shall provide thc 
Operuling Services to Fivc Nations Energy 
commencing on the Effective Dab of this 
A p e m t  at the prices set forth in Schcdulc "A". 

4.2 Hydro One Networks m y  use 
~ t c a c ~  to perform my of its obligations 
under this Agrternent. 

4.3 h u a l l y  on rhc -vusary date of this 
Agncmcat, Hydro Cme Nctwda wilJ have the 
right to increase the Mccs specified in Schalulc 
"A" upon providing Five Nations Enmgy 120 days 
prior written noticc thmmf. Such pricc iuc~cases 
will be based upon Hydro One Networks' fully 
burdened labour costs bat affect the cost of 
providing the Operaling Services hereunder. U p  
receipt of the aforcrnentid notice and 
notwithstanding Subsection 3.2(a) b m f ,  Pive 
Na thns Energy shall have the right to terminate this 
Agreement upon providing Hydm Onc Networlo; 45 
days prior writkn notice. If Five Nations Encrgy 
docs not provide notice of tamination in 
accordance with this Section 4.3, the priu increase 
wil.1 be effcctivc the 121st day following the 
provision of the notice. 

4.4 All sales, valuc-addcd and other taxes 
relatlry to the provision of Upwating Sernmcp.r by 
Hybo One Network, excluding taxes on the 
income of Hydro Orlc N ~ ~ o r k s ,  will bc paid by 
Five Nations Energy. 

4.5 Five Nations Energy shall Pcrrarptly notify 
Hydro One Networks of my actual or anticipatd 
changp which may Marcrialiy affect the provision of 
Operating &n,ices by H y h  One Networks, such 
c h a n p  include, but are not limited to, Ihc addition 
of mw Equipment or rcplacmmt of existing 
Equipment which mu1 ts in an increase or dtcmasc in 

thc Qamting Services to bc pmvidcd barunder and 
thc i~mlwncy of Pim Nations l h q y .  

5.1 Hydro Onc Ncrwmks warrants that it will 
provide thc Operating Services in acwrdancc with 
the Market Rulcs. the T r ~ s m k i o n  System Code 
and GdDd UfiIity Practice. 

THIS WARRANTY 1S IN LlEU 01: A I L  OTHER 
WARRA- EXPRESS, IMPLIED, OR 
STATUTORY, INCLUDING, BUT NOT 
LIMlTED TO, THE IMPLIED WARRANTIES OF 
MERCHANTABILITY, QUALITY, OR FITNESS 
FOR A PARTICUK.AR VURPOSE. 

ARTTCLE VI: INVOICWG nND PAYMENT 

6.1 All amounts payable by Five Nations 
Energy to Hydm One Networks under this 
Aprnent  shall be paid m accardaacc with the 
invoices r c n d d  by Hydro One Networks. 
Notwithstanding the foregoing, Five Nations 
Energy shall pay Hydra One Networks' invoices 
within 60 days of tbc rooEipt of any invoice. This 
obligation shall survive the termination of this 
Agreement. 

ARTlCL.E VII: ACCOUNTS AND RIGHT TO 
Amn 

7.1 The partics hcrcby agree to keep all 
ncccwuy proper accounts and records relating to 
the subject mtter h m f .  Such accounts and 
records, includmg invoices, receipts, time cards and 
vouchers shall at all rcasonablc times bc apcn to 
audit, inspection and cbpying by each party to this 
Agreen~errt. Accounts and m r d s  shall be 
premed md kept available for audit far a pcriod 
of six ycars. 

8.1 Thc partics mutually agree to use their best 
efforts to resolve any disputcs that may arise out of 
or in connection witb this Agreement and the 
matters to which it mlatcs. 

8.2 If any dispute arises out of or in cmcction 
with any of the mattcrs arising out of or mlating to 



this Agncment, and Ihe respective line managers of 
thc partics responsible therefor cannot r a l v c  the 
dispute by mutual apcment, then the following 
stcps shall be followed: 

Is) Either pa~ty may refa Lhc matter to a 
committee of 2, to be composed of 1 Vicc-President 
from each of thc parties with responsibility fix Ihc 
business unit involved in the dispute, to hear tbc 
dispute and sttempt to ncgotiatc a rtsolution; 

@) Lf the committcc of Vice Residents cannot 
resolve the disputc, either party m y  refer tbt math  
to a committee of 2 to be campasod of the CEO 
from each of the partics (or tbeir delegates), to hear 
the disputc and attempt to negotiate a resolution; 

(c) If the CEOs of the parties cannot rcsolvc 
the dispute, either party may refer the matter to a 
committee of 2 to be composed of the Chair 01 the 
Board of I b c t o r s  from each of the partics (or his 
or her delegate), to bear the dispute and attempt to 
negotiate a resolution; 

(d) If the Chairs of the Bawds of the partics 
cannot resolve the dispute, it shall be submitted to 
arbitntion in accordance with Section 8.3. 

8 3  The partics shall submit the dispute to 
binding ahihation in accordance with the 
Arbitrafians Ad ( O a h o )  and the decision of  the 
arbitrat~r(s) shall be final and binding m the 
parties. 

ARTICLE IX: LIMITATION OF LIABII,STY 

9.1 0th  than fw sums payable under this 
Agcmmt, Hydm One Netwwks shall only be 
liable to Five Nalions Energy and Five Natians 
E n q  shall only be liable to Hydro One Nctworks 
for any damages that arise directly out of the wilful 
misconduct or negligence in meeting thcir 
respective obligations undcs this Agreement. 

Notwithstanding thc gmctality of the foregoing, 
neither Party shall be liable mdcr any 
circumstances whatsower for any loss of profits or 
revenues, busincss interruption losses, loss of 
conhact or loss of gadwill, or for any indirect, 
cowquential or incidental damages, includidg but 

not limited to punitivc or excmplq damages, 
whether. my of the said liability, loss or damages 
arise in statute, contract, tott or oihcrwisc. 

9.2 In any cvmt, the t o d  liability of I4ydro 
One Networks to Five Nations Enargy for my claim 
uader this Agreermnt whether it arises by stalule, 
cootract or otherwise, will not exceed the total 
payrmrnls paid by Five Nations Energy to Hydro 
One Networks fm the Qmdng Sewices. Tbt 
foregoing limit does not apply to death or personal 
injury arising from thc nedigmcc of Hydro One 
Nctworb in respect of accidental loss of, or damage 
to Five Nations Energy's tangible property, to the 
extent c u s d  by the ntgligence or wilhl 
misconduct of Hydro One Netwdks, i ts  employees 
or subcontractors. In thc latter cvent, the limit of 
Iiability is $3,000,000.00. 

9.3 Parce Majeare Events. Neithcr party shall 
bc liable to the other far any loss, darnage or delay, 
or inability to perform any obligation under this 
Agrmcnt ~II whale w in part due to a Force 
M a j m  Event. 

9.4 Obllgatloos in tbo Event of a Force 
M~jcnrc Event. In he event of a F m e  Majcure 
Event that prcvmts a party from p e r f d g  any of 
its obligations under this Agnxmmt, such party 
shall (1) expcdiliously, without delay notify the 
alhm party of the Force Majeure Event and its g d  
faith sssessrncnt of the effkct that Force Majcurc 
Event will have on its ability to perform any of its 
obli@ticms, which notice shall be confirmed in 
writing as saan as reasonably practicable if such 
immediate notice is not in writing; (2) not be 
entitled to suspend pcrFwtnanct of any of its 
obligations under the Agreement to any greater 
extent or for any longer duration than is causcd by 
the Farce Majeure EvenG (3) we commercially 
wasonable efforts to mitigate Ule cffccts of such 
Foxc Majeure Event, remedy its inability to 
perform, and xsumc full pcsftnmmcc of its 
obligations hereunder; (4) keep the other party 
informed of such cffarts on a continuing basis; and 
(5) provide written notice to the other party of thc 
mumption of the pcrfbrmmce af any obligations 
affected by the Forcc Majcure Event. 

Notwilhstanding any of the foregoing, settlement of 
any strike, lockout, or labour dispute constituting a 



Force Msjewt Evcnt &all be within the sole 
discretion of the party to the Agtccmmt involved in 
such strike, lockout, or labour dispute and the 
rcquiruent that a party must usc commcreially 
reasonable cfforts to remedy the cause of the Force 
Majeure Event and mitigatc its effects and resume 
fill performance hereunder shall not apply to 
strikes, lockouts, or labour disputs. 

10.1 Governlog Laws. This Agrctmmt shall bc 
governed by and construed in accordance with the 
laws of thc Province of Ontario and the laws of 
Canada applicable thcreis. 

102 Rigbts and ObUgations. The rights and 
obligalians of thc parties under this Agmrncnl shall 
at all times be subjcct to all applicable laws, 
rcgulatians, orders and directives of any sulhority of 
competent jurisdiction, and shall be deemed to be 
amended lo the eztent requited to cornply wilh 
same. 

103 Farther &suranccf. If either pady 
dctcrmizles that in its reesonablc discdon that any 
further insbvmcnts or other actions seem necessary 
or desirable to cany out the terms of this 
Agccment, the other party shall exccutc and deliver 
all such instnrments and do all such acticms as such 
party agree in its wasonable discretion as necessary 
or desirable to carry out lhc tcrms of this 
A p m c n t .  

18.4 Remedies Not Exhaustive. All rights and 
rcmedics of cithcr Party provided herein arc na 
intrmded to be exclusive but rather arc cumulative 
and are in addition to any other right or remedy 
athcnvisl: available to either Party rcspeclivcly at 
hw or in equity, and any onc or more of either 
Party's ri@ts wd remedies may from time to timc 
bc exercised independently or in combination and 
without prcjudice to any other right or rcmcdy 
cithcr Parry may h v e  w may have excrciscd. The. 
Parties further agrcc thiit w h e ~ e  any of the remedics 
provided for and clcctcd by the nondefaulting Party 
arc found to be uncnfomble, lhc nan-defadting 
Party shall not bc precluded from exercising any 
other right or remedy svailablc to Lhcm at law or in 
equity. 

10.5 No Waiver. No dday or failure in 
exercising any right under this Agecmat ot any 
partial or single exercise of any right, will conslitulc 
a waiver of that right or any other rights under this 
Agreement. No consent to a breach of any express 
or implied term set out in this Apmment cansiitutcs 
commt to any subsequent breach. 

10.6 Severabiity. If any term, covmant or 
condition of this Agreement or thc application or 
ef f t~ t  of any such tcrm, covenant ar condition is 
held to be invalid as to any person, entity or 
circumstance or i s  detmincd to bc not in the public 
interest by any c o w  or government agency of 
compclcnt jurisdiction, then such term, covenant or 
condition shall remain in cffct to thc maximum 
extent permitted by law and, all sthcr trrms, 
covaants a d  conditions of this Agreement and 
their application shall not be affected, but shall 
remain in full forcc and effect and the parties shall 
be relieved of their respective obligations under this 
Agmmcnr mly  to the extent necessary to comply 
with the court or governrntnt agency holding. 

LN IVLTNESS WHEREOF, the parties hereto have 
c a m  this Ageemcnt to bc cxccutcd by Lhc 
signatures of their proper officers duly authorized in 
that bchalf. 

I have the authority to bind the Cdrporation. 
N-: ( '4u~ 7 l f B ~  3 k A Y  

Title: D l i t c ~ - r e f i  - d e Y u d . t l *  O / t t R A l t & 6  

FM3 NATIONS ENERGY INC. 

Name: 
Title: 
YWt have the authority to bind tho Corporation. 



Schcdulc "A" Revision, dald OCL 31, 2006 

A - h i  sting Services 

* B - Effective with Victor Mines initial connection - September 27,2(106 

C - Effective with Victor Mine bcing in Production -July 2007 

Service 

Transmission Sptcm Monitorinflontrol; ' 

. Includes - alarm monitoring, assct monitoring, minor control. 

a 

Assct Opcrfition within JIydro One Networks Prescribed Limits; 
Includes - application of Hydro One Networks equipment dimlives, 
switching on I.Ey&o One Nctworks Transmission System to r t ~ l a t c  
Five Malians Encrgy Lnc.'s Tmnsmission Systcm. 

Emergency Response to Transmission System Events; hcludes - 
response to ESO directed tmcr~edey actions, implementation of load 
shedding. 
2 eventdyear x 3 ]lours = 2 x 3 x S 122.42 - extra events based on this 

-formala to. be adjusted at ycar-end 
Outage Processing, 
Includcs - scheduling, planning, submitting to IESO. 
5 outages x 8 hours processing = 5 x 8 x $122.42 - extra evcnts hascd . 
an this formula to bo adjusted at year-end, 
Crew Dispatching; 
Includes - 24/7 assessment, cantaciing, dispatching. 
20 cvmldyear x 1 hour = 20 x $70.62 extra cvcnts based on this formula 
10 bc adjustcd a~ yearend. 
Record Mainteuance; 
Includcs - rclcntion of logged items, retention of SCADA information, 
trip reports. 
Flat fcc for administration . 

Total 
- - -  

Annual contract amounts to be proratadeffective with Victor Mines initial connection & production dates. 

Annual Cost 
C 

$1 34,050 

$44,683 

5735 

$4,897 

$2,44f1 

$1,000 

$187,813 

A 
$89,367 ' 

$44,683 

$735 . 

S4.897 

$2,448 

91,001) 

$143,130 

B 
$1 1 1,708 

$44,683 

$7 35 

54,897 

$2,448 

$1,000 

5165,471 



SCHEDULE "6": Ownership and Controlling Authctrlty 

ABB MlNlSCADA 



Schedule -B" Revisim, dated -3 1,2006 

3364Rl-W, 3364R2-BP. 3364T1 =B2* 3364 
3364413Ke, 3364M3K-0'. M3K-MSO* 

Line protectlons, Bus protectlons, Reactor 



Schedule "D" Revision, dated Ocr 3 I ,  2006 

336!T2-63', 3365M3KaW, 3365K5A-Ge, 

i 

Cu mnWoltage Transformers 

NONE 

Feeders 

NONE 

Protection Systems 

NONE 

Remote Terminal Unit 

NONE 

Telwommunications 

NONE 

3365-K5A*, 33B5L5B3-63* 

8 Cutren Woltage Transformers 

336SB3CW 

; Feeders 
i 

NONE 

Protection Systems 

Line protdons,  Bus protections 

I Remote Terminal Unit 

ABB MINISCAOA 

Telecommunlcatlons 

Bell Canada 



Schedule =B'' Revision, dated Oct 31,2M)6 

NONE 

Breakers 

NONE 

Switches 

NONE 

CumnWo!tage Transformers 

NONE 

Feeders 

NONE 

Protdon Systems 

NONE 

Remote Terminal Unlt 

NONE 

NONE 

Breakers 

Switches 

CurrentlVoltage Transformers 

- 
Feeders 

NONE 

Protection Systems 

Line protectians, Bus protections. Reactor 
protections. 
" -- 

Remote Terminal Unit 

ABB MlNtSCADA 

Bsil Canada 



Sckdule "CT Revision, datd  Ocl31,2006 

S-Urn Tn: SCADA C- AULRM POIWS 

New Moosonee SS: 

Fort Albany S.S. 

ALARMS 
111L6B1 and 11lL3Bt 

, Trip alarm 
SF6 alarms I 

Lockout 
Trip circuit failure 
Spring Discharged 
Healer Failure 

r Breaker Fail 

11 1R1-B1 
Trip alarm 
SF6 alarms 
Lakout 
Trip circuit fallure 
Trouble alarm 

Skitian Urgent and Nan Urgent 

Transformer differential w wer 
current 

STATUS 
f 38 kV €31 bus voltages - all 3 
phases 

111Rl-B1,1I1L6BZ, 111L3BlT 
I 1  1 4 6 R  and I l l -M3K 

MW and Mvars for 14 I M3K 
interfa- 

CONTROL 
1 I I L601 opedche 

1 11 L3B1 opedclme 

1 1 1 -C6R opeddase 

I 1 f R1 -81 opedcluse 

' 

ALARMS 
Tf -62, R1-02, R2-82, 

SF6 Low Density 
TriptClose Block 

T I ,  Rl ,  R2 
w Oisconnect Trip Failure 

Rf-82, R2-B2 
Protection trip 

Feeder Protection Trip 

S b t h  Urgent and Nan Urgent 

STATUS 1 - .  COHTROL 
138 kV single ph- voltage 
MW and MVArs 

336471 -B2,3364R1-02,3364R2- 
82,3364-M3K status 

3364T1-32 

3364R1-02 

3364RZ-62 



Schedule "C" Revision, dated Oct 3 1,2006 

Kashechewan S.S. 

STATUS 

138 kV 3 phase voltage 
MW and M V M  

3365cM3K ,L50983,336SK5A 

STATUS - 

138 kV single phase voltage 
MW and MVArs 

3366T3A-B4 
3366T3-84 status 

1 3366R1-84 
. 3366-K5A 

L784-84 

L784-7 

CONTROL 

3365L5B3 

3365l2-63 

ALARMS .... 

3365L563 
a Trip alarm 

SF6 alarms 
Lockout 
Trip circuit failure 

r Spring Discharged 
r Healer Failure 

Breaker Fall 

nc Supply #ail 

Rectifier failure 

338!iT2-63 
SF8 alarm 

Discdnned Trip Circuit Fafture 

7 2  Protection Trip 

Feeder Protection Trip 

1 .  

CONTROL 

33W1T3B4 

3366T3A-84 

33MRl-64 

LIB4 

ALARMS 
Station Urgent and Non Urgent 
L784 

Breaker Trip 
?totedon Fail 
Trip Circuit Failure 
Spring Discharged 
Breaker Fail 
Heater Fail 
SF6 Alarrns 

DC Supply fail 

Rectifier failure 

3366T34 3366T3 

r Protection Operated 
Station Alarm 



Schedule "D" Revi~ion, dhtcd Oct 3 I ,  2001i 

SCHEDULE W": CONTAa 

HYDRO ONE Flve Nations Energy Victor Mine 
Operating Contacts (Real 

rime) 
- 

Position: Cwrboller - S W r  4 Mine Security Staff 
Narna: Various Various 
Location: Ontario Grid Control Centre, 

Bame. ON 
Phone Number: 
F ie  Nations 1 466-384-4743 + 42213 I* 1418-8453888ext 5148 
Victor Mine 1-866-384-4743 + 1001 1 At 1416645-3888 ext 5148 
Fax: 705-792-8884 1-41 66453902 
"Emergent y Number: 

Five Nations 1-866-384-743+42213+Bl I 
Victor Mine 1-8663&4743+1001 ?+Ql I 

Outage Planning (pre*vent) 
Position: Ouiage Planner 
Name: Various 
Location: OGCC, Barrie, ON 
Phone Number: 
Five Nations 1-866-3844743 +42213 
Debeers (Victor Mine) 1-866484-4743+10011 

F a  Number 705-792-3050 
Ernail Address: Operat ing.~lannln~,m~h 

ydroone.com 
Operating Support (prost 

event) 
Position: Asst. Network Mgt Officer 
Name: Udayn Nair 
~ocation: OGCC. Barrie. ON 
Phone Number: 705-792301 0 
Fax Number: 705792-31 1 6 
Ernall Address: 
Operations Manager (real 

tlme) 
~witiin: On-Shi Operating MQr General Manager 
Name: Various Cecil MacDonald 
Location: OOCC, 8arrit3, ON F i e  Nations Energy 70-C 

Mountjoy St. N., Suite 421 
Tlmmms. ON P4N 4V7 

Phone Number: 705-792-31 20 705-268-0056 
705-2664827 - a l l  

Fax Nurn ber: 705-739-1 956 705268-007 1 
Email: mscdonaldGiPfivenations.c 

B 



Scbcdulc "DM Rcvisioq dated Oct 3 1,2006 

Notes: - 
"Hydro One Nehwrks has Installed an emergency phone line that will be answered an a priority ba$is- The 
number is provided fw your use exduslvdy as per the followlng criteria: 

1. 70 reach a Contollw when publidemployee safety is at risk (i.e downed v e r  line but slill 
energized. public inslde transformer slatimn fence, public climbing towws. Power line on a 
vehide with people trapped inside. public contact with a live CotId~dQr. 

2. TO reach a Hydro One Contrdler when a serious envirwrrnental impact is possible. 

For NonScheduled and emergency response b pawet outages, power quality problems and abrrns related to FNEl 
during bath normal business hours and after hours. 

For both lines and statms related issues, Maosbnee Lines should be the initial cantact far Network Operating 
(Dispatch). Mocrsonee Lines will asses the situation and contact Tirnmins StaUon Maintenance Supwisory staff if 
required. 
Local staff will advise bdh Cecil McDonald and Larry Broaksbank of the power outage, power qualify issue w alarm 

POTICES 
All correspondence, reports. documents and any other notices or other communication required to be 
given in wnnection with this Agmernent shall be given in writing by fax, or other telegraphic or electronic 
means and, shall be addressed as follows below, The designation of the person to be so notified or the 
address of such gerson may be changed at any time by either party by written notice. 

In the case of notices to Five Nations Energy to: 

General Manager d Five Nations Energy Inc. 
Five Nations Energy Inc. 
70.C Mountjoy St. N., Suite 421 Timmlns, Ontario P4N 4V7 

Facsimile N urn ber: 1-705-268-007 1 
Email: cmauYonald@fivenations.ca 

and, In the case of Hydro One Networks to: 

Secretary 
Hydro One Networks Inc. 
483 Bay Street, 15 Floor, North Tower, Toronto, Ontario M56 2P5 
Facsimile Numbet (41 6) 34H058 

All notices shall be sufficieniiy given and wnclusively deemed to be delivered: 

(a) an the date of transfer, receipt confirmed, if by means of facsirnlle. telegraphic or ather 
electronic means of transfier. 

(b) on Ihe third business day after the day of mailing, if by mail; and 
(c) at the time of delivery, if delivered by hand. 



THIS ONGOING METERING SUPPORT SERVICES CONTRACT dated as of the I st day of June, 201 0 

BETWEEN: 

Five Nations Energy Inc. ("Customet"), 
a Corporation formed under the laws of Ontario, 

having its registered address and principal place of business at Mushkegowuk Council, P.O. Box 370, 
Moose Factory, Ontario POL 1 WO Ontario, Canada 

and 

HYDRO ONE NETWORKS INC. ('HONI"), 

a corporation incorporated and organized under the laws of Ontario, 
having its registered address and principal place of business at 

483 Bay Street, 10th Floor, South Tower, Toronto, Ontario M5G 2P5. 

WHEREAS HONl has provided Customer with a proposal to supply ongoing metering support services as 
more particularly described in a proposal; 

WHEREAS HONl is a Metering Service Provider, and the Customer is a Metered Market Participant 
under the Market Rules made pursuant to the Electricity Act, 1998, 

AND WHEREAS Customer and HONl wish to enter into this contract in order to the establish terms and 
conditions whereby HONl will provide the ongoing metering support services; 

NOW THEREFORE, in consideration of the mutual covenants set forth herein and of other good and 
valuable consideration, the receipt and sufficiency of which is hereby acknowledged, the parties hereto 
covenant and agree as follows: 

I .O CONTRACT DOCUMENTS 

1.1 HONl and Customer acknowledge and agree that this agreement contains the terms and 
conditions which set out the rights and obligations of both HONl and Customer and, together with HONl 
Proposal #FN-03-70151 (2010-2013) dated February 3, 2010 (the 'Proposal'), constitute the contract (the 
'Contract") between HONl and Customer for the sale and purchase of ongoing metering support services 
(the 'Services"). 

2.0 WARRANTIES 

2.1 HONl warrants to the Customer that, except as otherwise provided in the Proposal, the Services 
sold by HONl to the Customer and purchased by the Customer from HONl hereunder shall be 
free from defects in workmanship for the period of time specified in the Proposal (the 'Warranty 
Period"). Where no Warranty Period is specified in the Proposal, then the Warranty Period shall 
deemed to be ninety (90) days from the date of substantial performance of said Services, which 
substantial performance date shall be determined by HONl in its sole discretion. In the event of 
any said defects occurring during the Warranty Period, the Customer shall make the product or 
equipment upon which the Services were performed, available to HONl at a mutually agreed 
time, and provided HONl is satisfied that such defect exists solely as a direct result of HONl's 
performance under this Contract, HONl shall repair such defects at its sole expense. HONl shall 
not be obliged to undertake any repair pursuant to this Section to remedy defects caused by 
abuse, modifications not executed by HONI, improper or insufficient maintenance, improper 
operation or normal wear and tear in normal usage. However, for greater certainty and clarity, 
HONl provides no representation or warranty in respect of any products or equipment related to 
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the Services, including, but not limited to, meters and other products and equipment 
manufactured in whole or in part by third parties, and HONl shall not be liable for any losses or 
damages whatsoever, including but not limited to loss of profit or revenue, loss of use, downtime 
costs, cost of capital, cost of substiiute products, facilities, services or replacement power, 
penalties, fines, sanctions (including, without limitation those penalties, fines, and sanctions that 
may be imposed by the Independent Electricity Market Operator, or other similar body), whether 
or not any damages are indirect, direct or consequential, that may be suffered by Customer as a 
result of the functioning or malfunctioning of such meters and other products and equipment. 

2.2 Except as expressly provided herein, HONl makes no representation or warranty, express, 
implied, statutory or otherwise, including any representation or warranty as to merchantability or 
fitness for a particular purpose with respect to the Service and any product or equipment related 
to the Service, including the condition or quality thereof. The express warranties contained in this 
Contract are in lieu of all other warranties and conditions (express and implied and those arising 
by statute or otherwise in law or from a course of dealing or usage of trade), including but not 
limited to warranties or conditions of merchantable quality or fitness for a particular purpose. No 
other warranties or conditions, express or implied, are given. 

3.0 PRICES AND TERM 

3.1 The price for the Service and any product or equipment related to the Service (the 'Price") 
payable by the Customer to HONl shall be as specified in the Proposal and, except as otherwise 
provided in the Proposal, shall be in Canadian dollars EX WORKS HONl's location (INCOTERMS 
2000) and is exclusive of all applicable taxes, duties, brokerage and freight charges, all of which 
shall also be paid by the Customer. 

3.2 Unless this Contract has been terminated in accordance with the herein terms, this Contract shall 
commence as of June 1, 2010 and end on May 31, 201 3 at 11 :59 pm ('First Renewal Expiration 
Date"). 

4.0 TERMS OF PAYMENTS 

4.1 Except as expressly stated in the Proposal, HONl shall submit invoices to Customer on a monthly 
basis, or such other interval as HONl deems appropriate, acting reasonably, and Customer shall 
make full payment within thirty (30) days of the date of invoice. All payments are due within thirty 
(30) days from the date of invoice. The Customer shall pay interest to HONl calculated from the 
date payment is to be made to and including the date the payment is made, at the rate of 
eighteen percent (18%) per annum. 

4.2 Notwithstanding any provision to the contrary under this Contract, the Customer hereby 
covenants and agrees to pay HONl for all invoices in full when due. 

5.0 LIABILITY AND INDEMNIFICATION 

5.1 Except with respect to the repair of defects as provided in Sections 2.1 and 5.3, the Customer 
shall assume all liability and obligation for any and all loss, damage or injury to persons or 
property (including loss of life) which would not have happened but for this Contract or anything 
done or maintained by the Customer hereunder or intended so to be, or anything omitted to be 
done by the Customer and the Customer shall at all times release, indernntfy and hold harmless 
HONI and its affiliates and their respective successors and assigns, directors, officers, 
employees, servants, agents or representatives from and against any such loss, damage or injury 
and all actions, suits, proceedings, prices, charges, damages, expenses, claims and demands 
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(a) Loss of profit or revenue, loss of use, cost of capital, downtime costs, cost of substitute 
products, facilities, services or replacement power, penalties, fines, sanctions (including, 
without limitation those penalties, fines, and sanctions that may be imposed by the 
Independent Electricity Market Operator imposed on the Customer, or other similar body); 

(b) Special, indirect, punitive or consequential damages incurred or suffered by the Customer 
andlor its successors and assigns, employees, servants, agents, directors, officers, 
representatives andlor any of its customers or suppliers andlor any other third party claiming 
through or under the Customer. 

5.3 The aggregate liability of HONl and its successors and assigns, under this Contract and in 
particular under Section 2.1, shall at no time exceed an amount equal to the dollars actually 
received by HONl hereunder. HONl's liability shall terminate upon expiration of the Warranty 
Period referred to in Section 2.1. Every provision of the Contract, even if inconsistent or 
conflicting with this Section, shall be subject to the overall aggregate limitation of liability specified 
herein, except to the extent that such inconsistent or conflicting provisions further restrict the 
l iabi l i  of HONl and its successors and assigns. This limitation of liability is intended to limit the 
liability of HONl and its successors and assigns by applicable federal, provincial or municipal 
laws, statutes, regulations, codes and standards. This limitation of liability shall apply to all claims 
arising out of or in connection with this Contract, whether based on warranty, tort (including but 
not limited to negligence or misrepresentation), strict liability or otherwise. The parties 
acknowledge that Sections 5.1, 5.2, and 5.3, in conjunction with all of the other provisions of this 
Contract, fairly and reasonably allocate the risks between parties, and that the Price and other 
financial arrangements reflect this allocation of risk. The parties further agree and acknowledge 
that the exclusions and limitations of liability set out in this Contract are fair and reasonable in the 
commercial circumstances, such that the exclusions and limitations have been, in part, an 
inducement to each party, and that neither party would have entered into this Contract but for 
such exclusions and limitations. 

5.4 Both parties acknowledge and agree that clauses 5.1, 5.2 and 5.3 shall survive termination or 
expiry of this Contract andlor cancellation of any request for the Service. 

6.0 REM EDlES FOR DEFAULT 

6.1 A party shall be in default under this Contract upon occurrence of any of the following: 

(a) failure by a party to pay any amount due under this Contract; 
(b) breach by a party of any term, condition or covenant of this Contract; and 
(c) a party becomes insolvent or bankrupt or unable to pay its debts as they fall due or any 

bankruptcy, reorganization, debt arrangement or other proceeding under any bankruptcy 
or insolvency law being instituted by or against the said Party. 

REV. 28APR03 



Ongoing Meter Support Agreement 

6.2 In the event that a party is in default under this Contract, and has failed to cure such default within 
a reasonable period after written notice by the nondefaulting party in respect thereof (or take 
such reasonable steps to cure such default as a reasonable party ought to), then the non- 
defaulting party shall, in addition to any other rights and remedies it may have at law or in equity, 
have the right to terminate this Contract upon written notice to the defaulting party. However, 
notwithstanding the preceding sentence, the nondefaulting may terminate this Contract 
immediately upon written notice to the defaulting party in the case of an event under sub-section 
6. I (c). 

6.3 (a) The defaulting party agrees to pay all charges, including legal or other fees and expenses 
reasonably incurred by the other party by reason of the defautt hereunder or otherwise in 
enforciqg this Contract; and 

(b) Where the Contract has been terminated by either party pursuant to Section 6.2, above, the 
Customer shall immediately pay all amounts payable for Services and any product or 
equipment related to the Service that have been provided up to the date of termination. In 
addition, in the event of termination by HONl pursuant to Section 6.2, above, the Customer 
shall pay all other amounts calculated pursuant to Section 8.1 as if the Customer had 
cancelled the Contract. 

6.4 All rights and remedies of the non-defaulting party provided herein are not intended to be 
exclusive but rather are cumulative and are in addition to any other right or remedy otherwise 
available to such party at law or in equity, and any one or more of such party's rights and 
remedies may from time to time be exercised independently or in combination and without 
prejudice to any other right or remedy such party may have or may have exercised. The parties 
further agree that where any of the remedies provided for and elected by the nondefaulting party 
are found to be unenforceable, such party shall not be precluded from exercising any other right 
or remedy available to it at law or in equity. 

7.0 FORCE MAJEURE 

7.1 HONI shall not be deemed to be in defautt of this Contract where the failure to perform or the 
delay in performing any obligation arises from or is due wholly or in part to a cause beyond its 
reasonable control, including but not limited to an act of God, acts of a public enemy, act of any 
federal, provincial, municipal or government authority, civil commotion, strikes, lockouts and other 
labour disputes, fires, floods, war, explosion, malicious acts, vandalism, sabotage, earthquakes, 
storms, epidemics. In an event of force majeure. HONl shall promptly notify the Customer of its 
inability to perform or of any delay in performing due to an event of force majeure and shall 
provide an estimate, as soon as practicable, as to when the obligation will be performed. The 
time for performing the obligation shall be extended for a period equal to the time during which 
HONl was subject to the event of force majeure. Where the extension required is at least forty- 
five (45) days and HONl and the Customer have not agreed upon a revised basis for performing 
the obligation, then either party may, upon written notice to the other party, terminate this 
Contract and the Customer shall pay to HONl the Cancellation Fees determined in accordance 
with Section 8.0. 
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8.0 CANCELLATION FEES 

8.1 The Customer shall be entitled to cancel any request for a Service and any product or equipment 
related to the Service after execution of the Proposal and related Purchase Order by providing 
written notice to HONl and in the event the Customer exercises this right of cancellation, the 
Customer shall pay to HONI, by no later than fifteen (15) days after issuance of an invoice 
therefor by HONI the following amounts: 

(a) All outstanding amounts and any amounts billed for performance up to and including the 
effective date of cancellation; 

(b) ten percent (10%) of the unbilled portion of the Price; and 

(c) the total of all costs and expenses incurred by HONl in relation to the cancellation including, 
but not limited to, the following: 

(i) material and labour costs and indirect expenses; and 
(ii) any undertakings or commitments by HONl that cannot be reasonably avoided. 

9.0 CONFIDENTIALITY 

9.1 The Customer and HONl agree to maintain all information and material that may be provided to 
the other in relation to the Service and any product or equipment related to the Service, or 
otherwise obtained by either party in the course of purchasing the Service and any product or 
equipment related to the Service, in strict confidence for a period two (2) years following 
disclosure thereof, and, where the other party is an entity, to disclose this information and 
material only to those of its employees having a need to know same and who have agreed in 
writing to be bound by and comply with this Section. Subject to the preceding sentence, neither 
party shall use the said information and material for any purpose other than for the intended use 
of the Service and any product or equipment related to the Service and shall not publish, 
reproduce, copy, disseminate or disclose the said information and material to others without the 
prior written consent of the other party. Notwithstanding any disclosure of said information and 
material by either party, the owner of the information and material shall retain all right, title and 
interest in and to the information and material. 

10.0 SHIPMENTS 

10.1 Where shipment of any product or equipment related to the Service is specified in the Proposal, 
in the event that the shipment is delayed as a result of any act or omission by the Customer, its 
servants, agents, employees or representatives, or in the event that the shipment is refused by 
the Customer or rendered impracticable or impossible by reason of the Customer's premises not 
being ready for receipt of the product or equipment for whatever reason, the Customer shall be 
responsible for all costs and expenses in relation to such shipment. 
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GENERAL 

Unless expressly stated otherwise in the Proposal, HONl shall adhere to its own usual and 
customary rules and procedures that are applicable, if any, with respect to safety, equipment 
operation, training or other similar matters in connection with products or services being provided. 
The Customer covenants and agrees to indemnify and save HONl harmless for any costs and 
expenses incurred in connection with any requirements of the Customer that are in excess of 
HONl's usual and customary rules and procedures. 

This Contract and the rights and obligations of the parties shall be governed by and interpreted in 
accordance with the laws of the Province of Ontario and of Canada applicable therein, as if 
performed wholly within Ontario and without giving effect to the principles of conflict of law, and 
the parties hereto irrevocably attorn to the exclusive jurisdiction of the courts of competent 
jurisdiction in the City of Toronto, Ontario in the event of any dispute hereunder. 

Except as expressly provided herein, no amendment, modification or supplement to this Contract 
shall be valid or binding unless set out in wriiing in the Proposal and executed by the parties. 

Neither this Contract nor any of the rights and obligations contained herein shall be assigned by 
the Customer without HONl's prior written consent. Notwithstanding any other provision of this 
Contract, HONl may assign all of its rights and benefits and delegate all of its duties and 
obligations or other liabilities under this Contract to any other wholly-owned subsidiary in Canada 
('Assignee') of Hydro One Inc., in which event such Assignee shall be substituted for all purposes 
for HONl as a party to this Contract and HONl shall thereby be forever released and discharged 
from the performance of all such duties, obligations or other liabilities under this Contract. 
Subject to the foregoing, this Contract shall extend to, be binding upon and enure to the benefit of 
the parties hereto and their respective successors and assigns. 

If any provision of this Contract is declared invalid or unenforceable by competent authority such 
provision shall be deemed severed and shall not affect the validity or enforceability of the 
remaining provisions of this Contract, unless such invalidity or unenforceability renders the 
operation of this Contract impossible. 

The failure of either party to exercise any right, power or option or to enforce any remedy or to 
insist upon the strict compliance with the terms, conditions and covenants under this Contract 
shall not constitute a waiver of the terms, conditions and covenants herein with respect to that or 
any other or subsequent breach thereof nor a waiver by the party at any time thereafter to require 
strict compliance with all terms, conditions and covenants hereof, including the terms, conditions 
and covenants with respect to which the party has failed to exercise such right, power or option. 
Nothing shall be construed or have the effect of a waiver except an instrument in writing signed 
by a duly authorized officer of the party which expressly or impliedly waives a right, power or 
option under this Contract. 

In the event of any conflict or inconsistency between the Proposal and the terms and conditions in 
this agreement, the terms and conditions herein shall prevail, unless the Proposal expressly 
states that a particular term or condition of the Proposal shall prevail over this agreement. Any 
terms and conditions in any related purchase order, order acknowledgement/request, 
confirmation, or similar form or document, whether or not any such document is signed by the 
parties before or after the date of this Contract, shall have no force or effect if such terms and 
conditions are inconsistent with or in conflict with any of the terms and conditions of the Contract. 
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By: By: 
1! 

Name. .JG c., - ~ L ~ . ~ - l ~ :  Name: Dave Clare 
,- 
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I:,- 6+z- .  8yn --- on, /$&/ zo, &,& 

By: - 7 . -- By: 

Name. i/jctL&a, > . & gc . o r a c    me: -- - 

Date: . -. -. 



Hydm Gu Netvmh Im 
61 I5 Donvilla Road 
Mluiuauga, On LS12H7 
wvw.Hydro0ne.com 

101: (905) 565-7852 
Fax: (905) 5644206 hrdroa one 

Paul srymanrld 
T w m  Lead - MSP Customer Management 
Motwing ond Technic01 5arvic.m 
Grid Operations 

February 3,20 10 

Proposal Reference No.: FN-03-70151 (2010-2013) 

MR LARRY BROOKSBANK 
1 1 Byron Crescent 
Banie, Ontario 
LAN 6G6 

Tel: (705) 737-9170 
Fax: (705) 737-9283 

Subject: Proposal for Ongoing MSP Support for the Wholesale Kwenue Metering at Five Nations Fort 
Albany, Knshcchewan and Attawapiekat Transformer Stations m, June 1,2010 to May 31,2013 

Dear Mr. Brooksbank: 

HONI MSP is pleased to provide this proposal for on-going metering service provider support for three (3) wholesale 
revenue metering points at Fort Albany, Kashechewan and Attawapiskat for an additional three (3) ytar term June 1. 
2010 to May 31,2013. 

Total No. of Metering InshUations: / 3 

Item 
I 
2 
3 

The following details our proposed scope of work and budgetary price and commercial rates for demand work. 

Scope of Work 

. 

Baseline MSP Service 
We will provide the fbllowing budgebuy price baseline MSP services on a commercially reasonable basis for the 
subjed wholesale revenue metering installation in accordance with the IESO's c m t  Market Rules Chapter 6, 
Appendix 6.1, Section 1.3, including: 
a) Trouble call response (diagnostic assessment only) by tbe HONI Central Metering Meter Trouble Desk 

Metering Installation Description ' 
Attewapiskat CTSJMPID 10000 16760 1 6 1 
Fort Albany CrS, MPD 10000 19660 / 6 1 
Kashechewan CTS, MeKO 1000002230 / 31 

b) Conduct routine tests and maintenance 
c) Provide technical assistance 
d) Provide support for investigations and tests 
c) Maintain records of inspection and audit 
f) Maintain records of meter data and specifications 

No. of Meterimp: hstrllptions , 
1 
1 
1 

g) Assist with end-to-end testing as required 
h) Obtain IESO approvals for changes to the metering installation 
i) Data recovery assistance 
j) Inventory management of the s p a n  meters as required by the restoration plan 
k) Annual metering installation inspection - "Recommended Best Practice" 
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F i e  Nations Ongoing MSP Service 
Propom11 FN-03-70151 Rev1 (2010-201 3) February 3,2010 - 

Demand MSP Services 
We will provide the following demand services for the subject wholesale revenue metering installation, only when 
requested, at HONI commercial rates: 
a) all Field P&C costs to resolve and effect any repairs that may be required for the resolution of Maer Trwble 

Keport5 
b) all costs for IESO audits or audits that may be requested by the Metered Market Participant (hfMI') Customer 
c) all costs for any new installations or other work that may be raquestrd by the client 
d) data reporting to parties other than the IESO and M h P  Customer 
e) submission of Exemptions to the IESO, if required 

Ihe MMP customer is responsible for paying all telecom communication costs for the metering installation(s). 

Monthly Budgeta y Price for Baseline MSP Service 
The monthly budgemy price for the baseline MSP service described above fbr the subject wholesale revenue metering 
points is $450 per metLring pobt per month, all taxes extra. Demand work fees are estimated to be 20% of monthly 
budgebry price. 

Monthly BudPetatV Aice Ouolif1~otr~oll; 
To maximize eficiencies for planned budgetary price work, Five Nations has requested HOM to leverage the travel 
and per diem costs paid under the Five Nations - HOM Stations Maintenance Contract for the planned MSP annual 
metering installation inspection nottd in the above baseline price scope of work item k). 

Therefore, the monthly budgetary price for MSP support is based on the following two conditions being met for all 
annual metering installation inspections: 

1 .  The annual maring installation inspection is scheduled in conjunction witb the annual planned stations 
maintenance site visiys); and, 

2. The HOM P&C Technician scheduled for such stations maintenance site visits is d90 qualified to perform the 
annual metering installation inspection on the same scheduled trip. 

HOM will make commercially reasonable efforts to meet the above conditions, however, should either of the two 
conditions not apply to a planned stations maintenance site visit, then HONI MSP shall separately schedule the 
planned annual metering installation inspection, and invoice this work, including all travel time and expenses, at 
HONl commercial ra t s .  Five Nations and HONl are mutually confident that this efficiency will be effectively 
realized based on past work experience, and that this budgetary price qualification, if acfually exercised, is anticipated 
to be a rare exception to standard practice. 
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Five Nations Ongoing MSP Service 
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Commercial Labour Rates for Demand Work 
The hourly &labour r a t s  for the demand service described above are: 

-Scheduled Work Rourlv (2010) 

Engineering Technical Field 
Services 

The above labour rates will be subject to escalation on January 1 for each calendar year of the initial term of the 
cantract, or an extension thereof. 

L 
Regukr Working Hours 
Regular time, Monday to 
Friday, 07:OO - 15330 
Overtime ( I *  four hours) 
Monday to Friday 1930 - 
17:0, excluding weekends 
and statutory holidays 

I AU otber overtime Monday 
- Friday 17:30 - 07:00, all 

I weekends and statutory 
holidays 

Tenns of Payment 
Billing will be done monthly based on accomplished scope of work (terms Net 30 days). Expense and material charges 
arc extra and will include an administration fee of 20% for all demand work. 

Vehicle Excluded Vebkle Included 

S230 

$276 

$322 $278 --- 
Proposal Validity and Terms and Conditions 
We are quoting the budgetary price baseline contract for on-going MSP support for a term of three (3) years. Either 
party may request an extension, subject to acceptance by the other party, by providing notification in writing to the 
other party d least three (3) months prim to the expiration of the initial term of wtract, or any extension thereof. 

[ T~LYUS we errra 

This proposal is valid for your acceptance up to 30 days, at which time it shall automaticaIly expire unless expressly 
renewed by us in writing. This proposal is in conjunction to the HONI - Five Nations Energy Inc. MSP Cantract dated 
June 1.2010, which we enclose herewith for your reference. 

We look forward to your review and approval of this proposal. If you are in agnement with the terms and conditions 
of this Proposal, please indicate your acceptance by signing in the space provided and returning a copy of this letter to 
my attention. 

1 would be pleased to answer any questions you may have about this proposal. 

Yours truly, 

Paul Symanski 
Team Lead - MSP Customer Management 

cc. I. Stonehouse, Acting Managm, MSP Services, HOM 
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ACKNOWLEDGEMENT AND AGREEMENT 

The undersigned hereby acknowledges and agrees to the terms and conditions contained in this hoposal. 

Dated as of February 3,20 10 

I have authority to bind tfic cotpotation. 
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35. Ref: Ex 4/T2/S1/p.6 – Increases to Account 4810 and 4815

Preamble:  The following increases are observed in Account 4810 & 4815:

Account 4810 Account 4815

2009: $198,900 2009: $86,900

2010: $238,700 2010: $104,200

y/o/y: 20% y/o/y: 20%

Question: 

Please explain the drivers of the approximately 20% increases to costs from 2009 to 2010 in 
these each of these two accounts. 

RESPONSE

Please see pages 2 and 3 of Exhibit 4, Tab 2, Schedule 2 of FNEI’s evidence.
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36. Ref: Ex 4/T2/S1/p.7/line 7; Affiliate Relationships Code for Electricity Distributors 
and Transmitters (“ARC”), dated March 15, 2010 – Labour Costs: Account 4820

Preamble:

(1) FNEI indicates at Exhibit 4 that labour is provided by each of the three local 
distribution companies to FNEI.   FNEI indicates that this work is carried out 
pursuant to a contract with each LDC.

(2) Under section 2.3.1 of the ARC, the term of an Affiliate Contract between a 
utility and an affiliate shall not exceed five years, unless otherwise approved by the 
Board. 

(3) Section 2.2.1 of the ARC states that:

Where a utility provides a service, resource, product or use of asset to an affiliate or 
receives a service, resource, product or use of asset from an affiliate, it shall do so in 
accordance with a Services Agreement, the terms of which may be reviewed by the Board
to ensure compliance with this Code. 

The Services Agreement shall include:

(a) the type, quantity and quality of service;

(b) pricing mechanisms;

(c) cost allocation mechanisms;

(d) confidentiality arrangements;

(e) the apportionment of risks (including risks related to under or over provision of 
service); and

(f) a dispute resolution process for any disagreement arising over the terms or 
implementation of the Services Agreement.

Request:

(a) Please provide copies of the Services Agreements with each of the three LDCs for 
the labour sharing arrangement contemplated in Preamble (1), and providing a summary 
of the details as outlined in Preamble (3), as well as the term of each agreement pursuant to 
Preamble (2). 

(b) Pursuant to Preamble (2), if the answer to part (i) above does not provide 
information on each of the six criteria listed above, please provide additional details or any 



EB-2009-0387
Exhibit 10

Tab 1
Page 62 of 103

May, 2010
DOCSTOR: 1932421\8

document which may clarify these arrangements, as well as how FNEI intends to address 
any shortcomings in the parameters set out in their Service Level agreements. 

RESPONSE

FNEI is not affiliated with the three LDCs.  Please see the response to Board Staff IR 1(b).
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37. Ref: Ex 4/T 2/S1/p.8 – Maintenance Costs: Account 4916

Preamble:  FNEI indicates at the reference that:

“FNEI has an Operating Response and Maintenance Contract (effective as of 
January 1, 2003) with HONI to provide emergency services as required…Depending upon 
the work carried out, additional charges are billed on a fee-for-service basis.”

Request:

(a) Please provide a copy of Operating Response and Maintenance Contract.

(b) Please provide a fee schedule for fee-for-service items.

(c) Please provide a summary of total charges incurred under this contract in 2009, and 
the forecast charges for 2010, inclusive of the $50,000 annual fee. 

RESPONSE

(a)  Please see attached.

(b)  Please see attached.

(c)  $50,000 for both 2009 and 2010.  
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THIS AGREEMENT dated as of the 1 ST day of January, 2003 

BETWEEN: 

TIiiE .'<-L.T19YS EYFP.GIr TXC.. 
a non-share corporation validly existing under the laws of Canada, 

having its registered office at 
70-C Mountjoy Street North, Suite 42 1, Tirnmins, Ontario P4N 4V7 

(hereinafter referred to as "FNEI") 

and 

HYDRO ONE NETWORKS INC., 
a corporation incorporated and organized under the laws of Ontario, 

having its registered address and principal place of business at 
483 Bay Street, 10th Floor, South Tower,   or onto, Ontario M5G 2P5 

(hereinafter referred to as "HOW). 

WHEREAS: 

A. FNEI owns and operates the transmission line and substations, which are described in this agreement. FNEI 
requires a service provider for Operating Response and Maintenance Services related to the transmission line 
and substations described herein as the Site; 

B. HONI has submitted a complete Proposal to FNEI for the provision of Operating Response and Maintenance 

L Services; and 

C. FNEI and HONI wish to enter into this Contract in order to establish terms and conditions whereby HOM will 
act as FNEI's service provider, and will perform Work on FNEI's Site as more particularly defined herein. 

NOW THEREFORE, in consideration of the mutual covenants set forth herein and of other good and valuable 
consideration, the receipt and sufficiency of which is hereby acknowledged, the Parties hereto covenant and agree as 
follows: 

ARTICLE 1 : EFFECT OF RECITALS 

Each of the Parties acknowledges and agrees that each of the foregoing recitals is true and acknowledges that the 
other Party hereto has relied thereupon in entering into this Contract. 

1.1 Definitions 

In this Contract, unless something in the subject matter or context is inconsistent therewith, the word or 
phrase has the meaning set out below. 

"Business Day" means a day other than a Saturday, Sunday, or statutory holiday in the province of 
Ontario. 

"Change to Purchase Order" means any revision to the Purchase Order agreed to in writing by HONI 
and subsequently issued by FNEI. 

"Confidential Information" means information designated by either Party as being confidential, and 
further includes any other information not in the public domain, supplied by one Party to the other in 
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confidence implicitly or explicitly, where disclosure could reasonably be expected to prejudice the 
competitive position of the disclosing Party; interfere with the contractual or other negotiations of the 
disclosing Party or another person; and result in loss or gain to the disclosing Party or to another 
person. 

"Contract" means, collectively, the documents listed in Article 2 hereof. 

"Contract Administrator" means the persons identified in Appendix "D" hereof, who are designated 
by each Party from time to time as their authorized representatives 

"Contract Price" means the value of the compensation to be paid for performance of the Work, as 
agreed by the Parties and subsequently set out in the Purchase Order. 

"Effective Date" means January lS', 2003, on which date the Term of the Contract commences. 

"FNEI" means First Nations Energy Inc. 

"FNEI Indemnitee" has the meaning set forth in Article 16.1. 

"Force Majeurel' means an occurrence beyond the control and without the fault or negligence of the 
Party affected and which is due wholly or in part to a cause beyond its reasonable control, including 
but not limited to: acts of God or the public enemy; expropriation or confiscation of facilities; changes 
in applicable law; war, rebellion, civil disturbances, sabotage, riots, floods, storms, fires, explosions, or 
other catastrophes; strikes or any other concerted acts of workers; other similar occurrences, but 
specifically excluding any occurrence which impacts upon a Party's financial standing, 
creditworthiness or capability (such as, but not limited to, voluntary or involuntary bankruptcy, 
insolvency or the inability to pay debts as they become due). 

"HONI" means Hydro One Networks Inc., a corporation incorporated under the laws of the province 
of Ontario. "HONI agents" means the successors, assigns, Subcontractors, agents, employees and 
officers of HONI involved in the Work. 

"HONI Indemnitee" has the meaning set forth in Article 16.1. 

"Party" or "Parties" means FNEI or HONI, or both of them; 

"Proposal" means the proposal completed and submitted by HONI to FNEI dated December 23,2002, 
as its offer to perform the Work. 

"Purchase Order" means the FNEI purchase order as accepted by HONS identified in Article 2 
hereof. 

"Single Point of Contact" or "SPOC" means the persons identified in Appendix "D" hereof, who are 
designated from time to time by each Party as their authorized representatives. 

"Site" means the approximately 190 kilometres of FNEI transmission line from structure #438 on the said 
transmission line to the Attawapiskat substation, and including the taps into the Fort Albany and 
Kashechewan sub-stations, and the Fort Albany, Kashechewan, and Attawapiskat transformer substations. 

"Site Conditions" means the physical and climatic conditions, applicable at any Site, together with the 
obligatory site instructions that regulate access and security, health and safety, work protection codes 
and environmental protection at a Site. 

"Substantial Performance" is as defined in the lien legislation in Ontario. If such definition is not in 
force or is not applicable, Substantial Performance shall have been reached when the Work is ready for 
use or is being used for the purpose intended. 
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"Subcontractor" means a person, firm or corporation having a contract with the HONI for 
performance of any part of the Work. 

"Term of the Contract" means the period of time during which this Contract is in force and effect as 
s:; CJJT .:I .--7.ic:,; 5 1 ~ 2 : ~  >:. 

"Work" means agreed to documentation, data, supervision, labour, ordinary transport and work 
vehicles, material, standard testing equipment, services and acts required to be done, furnished or 
performed by HONI in accordance with the Proposal. 

Interpretations: 

The expressions "hereof', "herein", "hereto", "hereunder", "hereby" and similar expressions refer to this 
Contract and not to any particular Article, section or portion hereof and include any agreement or 
instrument supplemental cu ancillary hereto. Unless something in the subject matter or context is 
inconsistent therewith, references herein to Articles and sections are to Articles and sections of this 
Contract. 

A reference to any statute, regulation, rule, order or directive includes amendments thereto. 

The division of this Contract into clauses and sections and the insertion of headings are for convenience of 
reference only and shall not affect the interpretation of this Contract, nor shall they be construed as 
indicating that all of the provisions of this Contract relating to any particular topic are to be found in any 
particular clause, section, subsection, schedule, appendix, provision, part or schedule. 

Words importing the singular number only shall include the plural and vice versa, words importing the 
masculine gender shall include the feminine and neuter genders and vice versa and words importing 
persons shall include individuals, partnerships, associations, trusts, unincorporated organizations and 
corporations and vice versa. 

ARTICLE 2 : CONTRACT DOCUMENTS 

The Contract shall consist of the following documents which, by this reference, are incorporated herein and deemed 
to be part hereof: 

2.1 FNEI Purchase Order number , and any Change to Purchase Order issued 
from time to time; and, 

2.2 This Contract, together with the Proposal and the following Appendices annexed hereto and 
incorporated by reference and deemed to be part hereof: 

(i) Appendix "A" - Scope of Work 

(ii) Appendix "B" - Response and Restoration Guidelines 

(iii) Appendix "C" - Facility Description 

(iv) Appendix "D" - List of Contacts 

(v) Appendix "E" - Authorization and Work Report Fonn 

6 of 32 

Proprietary Information not to be released without the written consent of Hydro One Nehvorks Inc. 



EXECUTION COPY 

ARTICLE 3 : ENTIRE AGREEMENT 

This Contract constitutes the entire Agreement between the Parties hereto with respect to the subject matter 
hereof and cancels and supersedes any prior understandings and agreements between the Parties with 
respect thereto. There are no representations, warranties, terms, conditions, undertalungs or collateral 
agreements, express, implied or statutory, between the Parties other than as expressly set forth in this 
Contract. 

3.2 Amendment 

Should FNEI determine that a revision to this Contract is required, FNEI shall provide HONI with written 
notification, and HONI shall respond thereto within five (5) Business Days. HONI shall undertake any 
required mutually agreed actions upon receipt of a written instruction from FNEI, and within twenty (20) 
Business Days thereof, FNEI shall issue a c o n f i g  Change to Purchase Order that incorporates said 
mutually agreed amendment(s) including any associated change in the Contract Price. However, a failure 
by FNEI to provide such Change to Purchase Order shall not operate to relieve the Parties from their 
obligations resulting from the written instructions. 

3.3 Waiver 

No waiver of any breach of any provision of this Agreement shall be effective or binding unless made in 
writing and signed by the Party purporting to give the same and, unless otherwise provided in the written 
waiver, shall be limited to the specific breach waived. 

ARTICLE 4 : PRECEDENCE 

In cases of express conflict between documents comprising this Contract, the order of precedence shall be as 
follows: 

1" Change(s) to Purchase Order 

2" Purchase Order and the Contract 

3rd HONI Proposal by letter dated December 23, 2002 

4h Appendices 

ARTICLE 5 : TERM OF THE CONTRACT 

5.1 Force and Effect 

The term of this Contract will be for a period of two (2) years beginning on the Effective Date and 
terminating at 11:59:59 PM Toronto time on December 31, 2004. The Contract shall expire at that time 
unless extended by mutual agreement of the Parties under Section 5.2, below, in which event a 
corresponding Change of Purchase Order will be issued by FNEI. 
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L 
5.2 Extension 

if Llfcler H.i-l. A L L S  -, to e:;tc:~d the Trim of die Co:~tr~tct, it shd1 gi1.e v.;-it:en ni;:icc of' its i~;ter.ii>r :s ti;e 
other Party at least three months prior to the expiry date of the Contract. The Contract may be extended as 
negotiated and agreed by the Parties. 

5.3 Termination or Expiration 

Termination or expiry of all or part of this Contract for any reason does not affect any rights of either Party 
against the other which: 

(a) Arose prior to the time at which such termination or expiration occurred, or 

(b) Otherwise relate tb or may arise at any future time from any breach or non-observance of 
obligation under this Contract occurring prior to the termination or expiration. 

ARTICLE 6 : BENEFIT OF AGREEMENT 

This Contract shall enure to the benefit of and be binding upon the respective successors and permitted assigns of 
the Parties hereto. 

L 
ARTICLE 7 : SEVERABILITY 

If any provision of this Contract is determined to be invalid or unenforceable in whole or in part, such invalidity or 
unenforceability shall attach only to such provision or part thereof and the remaining part of such provision and all 
other provisions hereof shall continue in full force and effect unless such invalidity or unenforceability renders the 
operation of this Contract impossible. 

ARTICLE 8 : SCOPE OF WORK AND SCHEDULE 

8.1 Scope of Work 

(a) Work Included 

Details are as defined in the Proposal. 

(b) Changes 

In accordance with the provisions of Articles 3 and 17 hereof, FNEI reserves the right to request 
HONI to perform additional or less Work. 

8.2 Schedule 

(a) FNEI and HONI shall establish an agreed schedule for planned and preventative work. The 
schedule shall be contingent on the receipt of necessary outages as confmed  by the Independent 
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(c) FNEI and HONI shall hold regular review meetings at agreed intervals with a pre-defmed agenda. 

ARTICLE 9 : CONTRACT PRICES, PRICE REVISIONS AND TERMS OF PAYMENT 

9.1 Contract Prices 

As full compensation for HONI's performance of the Work and obligations under the Contract, FNEI shall 
pay HONI the fixed lump sum prices and cost-plus basis prices set out in the Purchase Order. 

Except for provincial sales taxes and Goods and Services Tax required by law to be collected by HONI 
from FNEI, the prices are inclusive of all duties, license fees and all other costs imposed or incurred by 
reason of the Work to be performed. 

9.2 Price Revisions 

The Parties shall negotiate a revision to the Contract Price if, subsequent to the date of execution of this 
Contract: 

(a) There is a change in the Site Conditions or the applicable federal, provincial, or local laws, by- 
laws, rules, provincial regulations, guidelines, codes and judgements relating to the scope of work 
and such change has the effect of increasing or decreasing HONI's costs of performing the Work, 
in the opinion of HONI or FNEI, respectively. HONI and FNEI shall negotiate a change to 
Contract price. If the Parties cannot reach agreement the matter shall be dealt with pursuant to 
Article 18, Dispute Resolution; 

(b) There is a reduction in the scope of the Work resulting in a material change to HONI's costs, in 
which case the Parties shall negotiate a price reduction; or 

(c) FNEI, at its sole discretion requests a change in the Work in accordance with the provisions of 
Article 3.2. 

9.3 Tenns of Payment 

(a) In respect of the fixed-price Pre-Planned Activities described in the Proposal, HONI shall submit 
monthly invoices, beginning one month after the Effective Date, with an original invoice 
forwarded to the attention of FNEI Accounts Payable at the address shown in section 10. I., 
HONI's fured-price invoices shall only state the fured monthly amount due as stated in FNEI's 
Purchase Order number described in section 2.1. 

(b) In respect of the cost-plus Non-scheduled Work Activities described in the Proposal, HONI shall 
submit monthly invoices with an original to the attention of FNEI Accounts Payable at the address 
shown in section 10.1. The invoices shall be accompanied by summaries (agreed form of 
summary attached as Appendix "E" hereto) of man-hour records, equipment and material, vendors 
and Subcontractors invoices, which correspond to the time, materials and equipment verified by 
the designated FNEI Site SPOC as evidence of the work having been done. 

(c) FNEI reserves the right to conduct audits at times mutually agreeable to the Parties to verify the 
authenticity of all HONI cost-plus records. Notwithstanding the above, FNEI right to conduct 
audits shall be exercised within six (6) months of receipt of the invoice(s) being audited. 

(d) Invoices must show HONI's registration numbers for any Goods and Services andlor Provincial 
sales taxes required by law to be collected by HONI from FNEI. 

9 of 32 I 
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If FNEI disputes an invoice or any portion thereof, FNEI shall pay the invoice. Together with 
such payment, FNEI shall provide written notice to HONI setting out the portions of the invoice 
that are in dispute, an explanation of the dispute and the amount that FNEI believes is the correct 
amount. If it is subsequently determined through arbitration or agreed that an adjustment to the 
i;;\oj;: is ~ p p ~ g ~ ~ ~ : ~ ,  iiG:<I ~yi l l  p y ~ x ~ ~ ~ l y  prcG:re a res.;is~d i- . . L;ya:cc ;z ~ < ~ ~ ~ < ; - ~ L : ~  1,) ,!jl AL. -L  - , , - I l  

determination or agreement. Any overpayment or underpayment of an invoice shall bear interest 
at the rate of twelve percent (1 2%) per annurn from and including the date of said overpayment or 
underpayment to the date of the refund or payment thereof. Payment by FNEI or HONI pursuant 
to the revised invoice shall be made within five (5) Business Days following the date.on which the 
revised invoice is received by FNEI. If an invoice dispute has not been resolved between the 
Parties within five (5) Business Days after receipt of written notice of such dispute by HONI, the 
dispute may be submitted to Dispute Resolution process by either Party in accordance with Article 
18. 

(f) Payments made hereunder, including final payment, shall not relieve either Party of any surviving 
obligations or liabilities under the Contract. 

ARTICLE 10 : CONTRACT NOTICES AND COMMUNICATIONS 

10.1 Notices 

Except as specified for invoice submissions in section 9.3 hereof, any notice, demand, consent, or request 
required or permitted to be given or made under this Contract shall be addressed to the Party's Single Point 
of Contact identified in Appendix "D" hereof, and delivered to the address shown below: 

Five Nations Energy Inc. 
70-C Mountjoy Street North 
Suite 421 
Tirnmins, Ontario P4N 4V7 

Hydro One Networks Inc. 
483 Bay Street 
8" Floor, South Tower 
Toronto, Ontario M5G 2P5 

10.2 Change of Contract Administrator 

Either Party may change their nominated Contract Administrator at any time upon giving the other Party 
two (2) weeks written notice. 

10.3 Delivery of Notice 

Notices required under this Contract shall be forwarded by an agreed to form of registered delivery, and 
shall become effective at the recorded receipt date. Regular communications may be sent by courier, 
facsimile, or email, as most appropriate. 
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10.4 Change in Business 

- .  . ,. ., r;::.;er party stal! in~71ea;t:ij: :1o;;fj, ii;e ~ ~ J l e r  P a q  by regij;=red d:ii~:ry upoli [Ile occc:;-_g:e of cr;y 
change in business circumstance, a registration, or a license having a material effect on its ability to meet 
the terms of this Contract. 

ARTICLE 11 : PROCEDURES 

1 1.1 Mandatory Site Procedures 

(a) Site Visits 

If FNEI cancels Pre-planned site work for any reason within ten (10) Business Days of the 
scheduled date of the site work, then in such case, HONI shall not be held accountable for any 
failure to perform the Work and shall be entitled to be paid for any reasonable costs arising as a 
result of the cancellation. HONI will take commercially reasonable measures to re-deploy staff as 
a result of the cancellation. The site work shall be re-scheduled by mutual agreement between the 
Parties. HONI shall reschedule any Pre-Planned Site visits without unreasonable delay, acting 
commercially reasonably. 

(b) Health and Safety, and Environmental Protection 

In addition to applicable laws and regulations that may apply to HONI, the Parties acknowledge 
that FNEI has various internal health and safety rules and guidelines. HONI shall adhere to such 
rules and guidelines to the extent that HONI has been advised of same, and provided with any 
necessary training or orientation. 

(c) Work Protection 

Work protection shall be applied in accordance with practices and Agreements between FNEI and 
HONI. 

(d) Co-operation with Others 

During performance of the Work at a Site, HONI and Subcontractors shall co-operate with any 
other contractors working concurrently and, as far as is reasonably possible, ensure that the Work 
being done does not obstruct the work of others. HONI shall immediately report any conflicts to 
the designated Site SPOC, or the Site supervisor designated by that SPOC, for resolution. 

1 1.2 Other Procedures 

HONI shall conform to the performance standards required by the federal laws of Canada and by the laws 
in the province of Ontario, as applicable to HONI. HOM shall utilize its procedures and methods in 
performance of the Work providing said procedures meet the requirements of FNEI as set out in this 
Agreement, 
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L 
ARTICLE 12 : CONFIDENTIALITY 

1 2.1 Confidentiality 

Other than pe~lliited by this Con;:act, the Parties shsll hold in confid:nce h~ld 110i 3is:iose to o;hcrs 01 use, 
except as required for the proper performance of the Work, any Confidential Information disclosed by one 
Party to the other, its successors, assigns, agents, employees, or affiliates pursuant hereto, or acquired or 
generated by a Party in the course of performance of the Work. Each Party shall obtain the same 
obligation from its agents and vendors. 

Neither Party, nor its agents, shall publish nor advertise information in connection with this Contract 
without the prior written approval of the other Party, which shall not be unreasonably withheld. 

ARTICLE 13 : LABOUR REQLJIREMENTS AND LIENS 

13.1 General 

(a) . HONI, in performing the Work, shall be deemed to be an independent contractor and not the agent 
or employee of FNEI. m E I  shall not have any authority to give instructions to HONI agents, and 
the Work shall be performed under the supervision and control of HONI. HONI shall not have 
authority to make statements, representations or commitments of any kind or take any other 
actions which would be binding upon FNEI, as otherwise specifically provided in this Contract. 

(b) No provisions of this Contract or any subcont~act awarded by HONI shall be construed to create 

L any contractual relationship between any such Subcontractor and FNEI to pay or be responsible 
for the payment of any monies to any Subcontractor. 

13.2 Subcontractors 

HONI shall obtain prior approval from FNEI of all Subcontractors to be employed by HONI in the 
performance of the Work, and shall not change such approved Subcontractors without the prior approval of 
FNEI. FNEI shall respond to such requests within a period appropriate to the urgency thereof but in any 
event not exceeding five (5) Business Days. 

13.3 Liens 

(a) HONl shall be fully responsible for payments of accounts to HONI agents, contractors, suppliers, 
labourers and others related to this Contract. 

(b) Save to the extent that FNEI has failed to pay related HONI invoices, HONI agrees to pay, 
discharge and hold FNEI harmless from all liens, claims, suits (including but not limited to 
reasonable out-of-pocket expenses), or judgements and awards of Subcontractors, suppliers, 
labourers and others which may, whether before or after final payment is made to HONI, arise out 
of or have any connection with non-payment by HONI of its accounts. 

(c) Provided FNEI has paid related HONI invoices, and upon the reasonable request of FNEI, HONI 
shall furnish FNEI with proof that all such liens, claims, suits, judgements and awards have been 
satisfied and released. 
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ARTICLE 14 : nVsURANCE 
L 

14.1 Required Insurance 

(a) HONI at its oL5.n cost agrees to provide and cause its Subcoiltractors to provide and mau~tain in 
full force and effect with financially responsible insurance carriers, the following insurance which 
shall take effect as of the Effective Date of this agreement and shall remain in effect during the 
Term of the Contract or any extension thereof or as otherwise specified herein: 

(i) Automobile Liability Insurance 

Automobile liability insurance coverage and policy limits covering owned, non-owned, 
hired, leased and rented automobiles and automotive equipment providing a combined 
inclusive limit of two million dollars ($2,000,000) coverage for injury, death, or property 
damage resulting from each occurrence. 

. . . .  

(ii) Commercial General Liability Insurance 

General liability insurance coverage with a limit of two million dollars ($2,000,000) per 
occurrence and in the aggregate covering bodily injury, including death, and damage to 
property. 

Coverage shall include, but not be limited to: 

(A) Blanket contractual liability; 

(B) Premises and/or operations liability; 

(C) Pollution liability coverage on at least a Time Element Sudden and Accidental 
basis; 

(D) Broad form property damage; 

(E) Products and completed operations to be continuously maintained through the 
HONI operational insurance; 

(F) Employer's liability; and 

(G) Such insurance shall: i) include FNEI as an additional insured, but only with 
respect to liability arising from the operations of HONI with respect to this 
agreement; and, ii) contain a cross liability and severability of interests clause. 

(iii) Worker's Compensation 

Workers Compensation as required by the Ontario Workplace Safety and Insurance Act 
or similar legislation covering all persons employed by HONI or Subcontractors for work 
performed under this Contract. 

(iv) HONI shall ensure that all coverage applies to HONI agents, assigns and employees. 
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L 
14.2 General Insurance Conditions: 

(a) Certificates of Insurance 

Ctiore s;Lr:li:g ~,o;k,  3 b K I  \ ~ i l :  sup;;ly and cause IS 3~b:c:lrrac:o1.s to s::~pIj FIiEI b) ~ i . g ~ . c : : l  
mail, or courier, receipt required, with a certificate of insurance completed by a duly authorised 
representative of their insurer certifying that the coverages required here are in effect and that the 
coverages will not be cancelled, non-renewed, or materially changed by endorsement or through 
issuance of other policy(ies) of insurance which restricts or reduces coverage, without thxty (30) 
days advance written notice. 

(i) Failure of FNEI to demand such certificate or other evidence of full compliance with 
these insurance requirements or failure of FNEI to identify a deficiency fiom evidence 
provided shall not be construed as a waiver of HONI's obligation to maintain such 
insurance. 

- .  

(ii) The acceptance of delivery by FNEI of any certificate of insurance evidencing the 
required coverages and limits shall not constitute approval or agreement by FNEI that the 
insurance requirements have been met or that the insurance policies shown in the 
certificates of insurance are in compliance with the requi~ements. 

(iii) HONI's failure to maintain the required insurance may result in termination of this 
Contract at FNEI's option. 

(iv) If any of the coverages are required to remain in force after final payment as determined 
by FNEI, an additional certificate evidencing continuation of such coverage shall be 
submitted with the HONI's final invoice. 

(v) Certificates of Insurance shall be provided within fourteen (14) days of award of the 
Contract. 

(b) All deductibles shall be to the account of HONI andfor its Subcontractors. 

(c) With the exception of Automobile Liability, all insurance noted above shall specify that it is 
primary coverage and not contributory with or in excess of any other insurance that may be 
maintained by FNEI. 

(d) All limits and deductibles are expressed in Canadian dollars. 

(e) Coverage provided for FNEI shall not be invalidated or vitiated by actions or inactions of others. 

ARTICLE 15 : COVENANTS AND WARRANTIES 

15.1 Performance 

HONI covenants: 

(a) that it is fully qualified to perform the Work and is familiar with the prevailing Site Conditions as 
advised by FNEI; 
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(c) that it currently holds, and will maintain for the Term of the Contract, all licenses, registrations, 
administrative, supervisory and skilled operative personnel, procedures, tools and equipment, and 
insurance coverage necessary to perform the Work in accordance with this Contract; 

(6) [ha;, tiriciz~ rhi :c:,s oi  Ca~iada and the province of On~ario, ihe co~;ipietian of the Koik or the use 
of any equipment associated therewith does not infringe directly or indirectly on any patent, 
intellectual property rights, copyright or trademark, foreign or domestic, owned or controlled by a 
third party. 

15.2 Materials and Workmanship Warranty 

HONI warrants: 

(a) that the Work it is agreeing to provide pursuant to this Contract including Work completed by its 
contractors, Subcontractors, agents shall be promptly performed in a professional and 
workmanlike manrier, but HONI provides no representation or warranty on meters and equipment 
manufactured by third parties and shall not be liable for any losses or damages, whether indirect, 
direct or consequential, or for loss of profit, that may be suffered by FNEI as a result of the 
functioning or malfunctioning of equipment manufactured by thud parties. For greater clarity, 
FNEI is the owner of such equipment and shall receive benefit from any manufacturer's warranties 
that may be applicable thereto; 

(b) that immediately upon discovery by HONI or notification by FNEI of any fault, defect or 
nonconformity due solely and directly from its workmanship, HONI warrants that it shall take 
commercially reasonable measures necessary to make good any defect in the said workfnanship, at 
no cost to FNEI during the warranty period; 

(c) that in respect of HONI workmanship, this warranty period shall extend to a defect or failure 
occurring within 1 year (365 days) of the date of Substantial Performance of the original Work. 

ARTICLE 16 : LlMlT OF LIABILITY AND INDEMNIFICATION 

16.1 Indemnification 

(a) HONI shall indemnify, defend and hold harmless FNEI, its affiliates, and each of their respective 
officers, directors, partners, general partners, limited partners, employees and agents (each a 
" M I  Indemnitee") from and against any and all claims, demands, suits, losses, liabilities, 
damages, obligations, payments, costs and expenses and accrued interest thereon (including the 
costs and expenses of, and accrued interest in respect of, any and all actions, suits, proceedings, 
assessments, judgments, settlements and compromises relating thereto and reasonable lawyers' 
fees and reasonable disbursements in connection therewith) (each, an "Indemnifiable Loss"), 
asserted against or suffered by a FNEI Indemnitee relating to, or in connection with, or resulting 
from or arising out of any negligence or willful misconduct of HONI, its employees or any 
authorized representatives, including any of its third party contractors, Subcontractors, 
consultants, agents or advisors, in performing HONI's obligations under this Contract. For greater 
certainty, in the event of contributory negligence or other fault of a FNEI Indemnitee, then such 
M I  Indemnitee shall not be indemnified hereunder in the proportion that the FNEI Indemnitee's 
negligence or fault contributed to any Indernnifiable Loss. 

(b) FNEI shall be deemed to hold the provisions of section 16.1 (a) that are for the benefit of the 
FNEI Indemnitee that are not party to this Contract in trust for such persons as third party 
beneficiaries under this Contract. 
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(c) FNEI shall indemnify, defend and hold harmless HONI, its affiliates, subsidiaries and 

b W  shareholders, and each of their respective officers, directors, partners, general partners, limited 
partners; employees, shareholders and agents (each an "HONI Indemnitee") from and against an 
Indemnifiable Loss, asserted against or suffered by any HONI Indemnitee relating to, or in 

, ' 
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FNEI, its employees or any authorized representatives, including any of its third party contractors, 
consultants, agents or advisors, in performing FNEI 's obligations under this Contract. For greater 
certainty, in the event of contributory negligence or other fault of an HONI Indemnitee, then such 
HONI Indemnitee shall not be indemnified hereunder in the proportion that the HONI 
Indemnitee's negligence or fault contributed to any Indemnifiable Loss. 

(d) HONI shall be deemed to hold the provisions of section 16.1 (c) that are for the benefit of the 
HONI Indemnitees that are not party to this Contract in trust for such Persons as third party 
beneficiaries under this Contract. 

16.2 Limit ofLiability . . - 

(a) HONI's liability (pursuant to section 16.1 (a) or otherwise in relation to or as a consequence of this 
Contract) shall, save and except to the extent that the HONI is required to purchase insurance in 
the amounts stated under Sections 14.1 (a)(i) and (ii), not exceed the fixed component of the fees 
expected to be paid to it in respect of the Work provided over the term of this Contract regardless 
of whether the term is completed or the Services are provided. For greater certainty, HONI's 
liability hereunder shall not exceed two hundred and ninety-three thousand six hundred dollars 
($293,600.00) in the aggregate save and except to the extent that HONI is required to purchase 
insurance under 14.1 (a) (ii), in which case HONI's limit of liability shall not exceed two million 
dollars ($2,000,000) in the aggregate, and under section 14.1 (a) (i), in which case HONI's limit 
of liability shall not exceed two million dollars ($2,000,000) per occurrence. In no event shall 
HONI be liable to any FNEI Indemnitee (pursuant to section 16.1 (a) or otherwise in relation to or 
as a consequence of this Contract) under any circumstances whatsoever for any loss of profits or 
revenues, business interruption losses, loss of contract, cost of capital, loss of business 
opportunity, or loss of goodwill, or for any indirect, consequential, incidental, or special damages, 
including but not limited to punitive or exemplary damages, whether any of the said liability, loss, 
or damages arise in contract, tort, or otherwise. The provisions of this section 16.2 (a) shall not 
apply to indemnification for a third party claim, save and except for any FNEI Indemnitee. 

(b) FNEI's liability (pursuant to section 16.1 (c) or otherwise in relation to or as a consequence of this 
Contract) shall not 'exceed two hundred and ninety-three thousand six hundred dollars 
($293,600.00) in the aggregate, save and except to the extent that HONI is required to purchase 
insurance under section 14.1 (a) (ii), in which case FNEI's limit of liability shall not exceed two 
million dollars ($2,000,000) in the aggregate, and under section 14.1 (a) (i), in which case FNEI's 
limit of liability shall not exceed two million dollars ($2,000,000) per occurrence. In no event 
shall FNEI be liable to any HONI Indemnitee (pursuant to section 16.1 (c) or otherwise in relation 
to or as a consequence of this Contract) under any circumstances whatsoever for any loss of 
profits or revenues, business interruption losses, loss of contract, cost of capital, loss of business 
opportunity, or loss of goodwill, or for any indirect, consequential, incidental, or special damages, 
including, but not limited to, punitive or exemplary damages, whether any of the said liability, 
loss, or damages arise in contract or tort. The provisions of this section 16.2 (b) shall not apply to 
indemnification for a third party claim, save and except for any HONI Indemnitee. 

(c) Neither HONI nor FNEI shall be liable to the other for loss, damage, delay in the Work or non- 
performance of any Contract obligation caused by Force Majeure. In such event both Parties shall 
be prompt in restoring normal conditions, re-establishing schedules, and resuming operations as 
soon as the interruptions have ceased. The duty to be prompt in restoring normal conditions, re- 
establishing schedules, and resuming operations shall not apply in the case where the Force 
Majeure is declared as a result of a strike, lockout or other labour dispute. 
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ARTICLE 17 : ASSIGNMENT, SUSPENSION AND TERMINATION 

17.1 Assignment 

(a) Neither Parv shail assign rile Coiltract or any portioil thereof %-ithour the prior writtell conseilt of 
the other Party, such consent not to be unreasonably withheld, unless such assignment is to a 
related or affiliated corporation as defined under the Ontario Business Corporations Act or to one 
or more financial institutions as security for the indebtedness of a Party in which case such 
consent of the other Party shall not be required. 

(b) Subject to the above the Contract shall extend to and be binding upon the Parties hereto and their 
respective successors, assigns, personal representatives and estates. 

17.2 Suspension 

(a) FNEI shall ha;e the right, acting reasonably, ivhich may be exercised at any time without 
invalidating the Contract, to suspend performance by HONI of any part or the whole of the Work 
on one occasion for a period of time not to exceed ten (10) days. 

(b) Except to the extent any such suspension arises fiom any material act or material omission of 
HONI or Force Majeure, FNEI shall, subject to resolution of all outstanding issues, within h- ty  
(30) days pay to HONI the reasonable extra expenses incurred by HONI arising from the 
suspension, provided that in no event will FNEI be liable to HONI for loss of profit, interest loss 
or any other damages or loss occasioned to HONI by reason of any such Work suspension as 
described in this section 17.2. Such extra HONI expenses shall be supported by audit if so 
required by FNEI. 

(c) The schedule for completion of the Work after any suspension shall be agreed between FNEI and 
HONI. 

17.3 Termination by FNEI 

(a) HONI will be deemed to be in default under this Contract if it: 

(i) fails to perform any material obligation of HONI under this Contract; 

(ii) becomes insolvent, bankrupt, or unable to pay its debts as they fall due, or pursuant to 
any bankruptcy, reorganization, debt arrangement, or other proceeding under any 
bankruptcy or insolvency law being instituted by or against it. 

(b) In the event HONI is in default under this Contract pursuant to section 17.3(a)(ii), FNEI may, in 
addition to any other rights and remedies that it may have at law or in equity, terminate this 
Contract. In the event HONI is in default under this Contract pursuant to section 17.3(a)(I), FNEI 
shall give seven (7) calendar days written notice to HONI of its default and in the event HONI has 
not remedied the default, or commenced steps to remedy the default satisfactory to FNEI, within 
that period (the "Cure Period") FNEI may, without limiting any other remedy available to it in law 
or equity, terminate this Contract. 

(c) If the Contract is terminated pursuant to sections 17.3(b) above HONI shall immediately 
discontinue the Work which can be discontinued without creating a hazardous condition, cancel 
all outstanding commitments which may be cancelled without undue cost, place no further orders, 
and FNEI shall pay to HONI, no later than fifteen (15) days after issuance of an invoice thereof by 
HONI, the total of all reasonable costs incurred by HONI, including but not limited to: 
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(i) reasonable material and labour costs and indirect expenses; and, 

(ii) reasonable costs incurred by HONI by reason of any undertakhgs or commitments by 
HONI prior to the date of termination. 

(d) If the Contract is terminated for any reason other than those stated in 17.3(a), FNEI shall provide 
written notice to HONI of such, and shall pay to HONI, no later than fifteen (15) days after 
issuance of an invoice therefore by HONI, the greater of: 

(i) 25% of the unbilled portion of the Contract; and 

(ii) the total of all reasonable costs and expenses incurred by HONI and not already paid, 
including but not limited to the following: 

(A) material and labour costs and indirect expenses; and 

(B) reasonable costs incurred by HONI by reason of any undertakings or 
commitments by HONI prior to the cancellation; and 

(C) reasonable profits that HONI would have made had the Contract not been 
terminated. 

(D) reasonable costs incurred by HONI by reason of any undertakings 

17.4 Termination by HONI 

b (a) If FNEI is in default under this Contract because it: 

(i) fails to perform any materia1 obligation of FNEI under this Contract including the 
obligation to pay for work done, HONI shall give seven (7) calendar days written notice 
to FNEI of its default and in the event FNEI has not remedied the default or commenced 
steps to remedy the default satisfactory to HONI within that period (the "Cure Period") 
HONI may, without limiting any other remedy available to it in law or equity, terminate 
this Contract. The Parties agree that the Cure Period shall only apply to three events of 
default only; or 

(ii) becomes insolvent, bankrupt, or unable to pay its debts as they fall due, or pursuant to 
any bankruptcy, reorganization, debt arrangement, or other proceeding under any 
bankruptcy or insolvency law being instituted by or against FNEI. 

HONI may, in addition to any other rights and remedies that it may have at law or in equity, 
terminate this agreement. 

(b) In the event HONI terminates this Contract pursuant to sections 17.4 (a)(i) or (ii), FNEI shall pay 
HONI, no later than fifteen (15) days after issuance of an invoice therefore by HONI, the greater 
of: 

(i) 25% of the unbilled portion of the price of the Contract; and 

(ii) the total of all reasonable costs and expenses incurred by HONI, including but not limited 
to the following: 

(A) reasonable material and labour costs and indirect expenses; 
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L (B) reasonable costs incurred by HONI by reason of any undertakings or 
commitments by HONI prior to the date of termination; and 

(C) (C) reasonable profits that HONI would have made had the Contract not 
bet11 terninated. 

ARTICLE 18 : DISPUTE RESOLUTION 

18.1 Amicable Resolution 

In the event of a dispute regarding this Contract, the Parties shall attempt, in good faith to resolve the 
dispute amicably and promptly. If the Parties are unable to resolve the dispute within ten (10) Business 
Days, the Parties shall attempt to resolve the dispute by appointing a senior representative of each Party, 
pursuant to the notice provisions herein, to attempt to mutually agree upon a resolution prior to further 
action being taken by-either Party in accordance with section 18.2 below. 

18.2 Arbitration 

(a) If pursuant to section 18.1, the senior representatives of the Parties cannot come to a resolution 
within thirty (30) Business Days, then the dispute shall be submitted to arbitration. Arbitration 
shall be conducted pursuant to the Arbitration Act, 1991 of Ontario, as amended and then in effect 
to the extent not inconsistent with the provisions herein specified. 

(b) Such arbitration shall be held in Toronto, Ontario, or in any other mutually agreed upon location. 
Unless otherwise mutually agreed, the dispute shall be heard by one arbitrator who has not 
previously been employed by either Party, does not have a direct or indirect interest in either 
Party, and shall be disinterested in the subject matter. Such arbitrator shall either be a mutually 
agreed by the Parties within thirty (30) calendar days after agreeing to arbitration, or failing 
agreement, shall be selected under the rules of the Arbitration Act, 1991 of Ontario. 

(c) The judgement rendered by the arbitrator may be enforced in any court of competent jurisdiction. 
All costs of the arbitration shall be paid equally by the Parties, unless the award shall specify a 
different division of the costs. Each Party shall be responsible for its own expenses, including 
counsel's fees unless the award shall specify differently. Both Parties shall be afforded adequate 
opportunity to present information in support of its position on the dispute being arbitrated. The 
arbitrator may also request additional information from the Parties. 

(d) Should the Parties commence arbitration pursuant to this Article 18, then the following arbitration 
rules shall apply: 

(i) The arbitrator shall be bound by the terms of the Contract and may not detract from or 
add to its items. 

(ii) The Parties may by mutual agreement specify the rules that are to govern the arbitration 
proceedings and limit the matters to be considered. 

(iii) The findings and award of the arbitrator shall be final and conclusive and shall be 
binding upon the Parties and shall not be subject to appeal. 

(e) Each Party agrees that it will not bring a lawsuit concerning any dispute covered by the arbitration 
provision. 
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ARTICLE 19: LAW 

The Contract shall be governed by and interpreted in accordance with the laws of the province of Ontario and the laws of 
Cm~lada applicable therein. 

ARTICLE 2 0: COUNTERPARTS 

This Contract may be signed by h x  and in counterparts, each of which shall be deemed to be an original and all of which 
shall constitute one Contract. Any delivery of an executed copy by fax shall constitute delivery hereof However, the P m e s  
agree to exchange original documents within fifteen (1 5 )  days of the Effective Date of this Contract. 

IN WITNESS HEREOF the Parties have, by their duly appointed representatives who each have the authority to bind the 
Parties, executed this Contract on the day and year first written. 

* Hydro One Networks Inc 

BY By 

Name: . Name: 

Tltle: Title: 

Date: Date: 

Five Nations Energy Inc. 

BY 

Name: - Ed ebb; k 

Date: 7 ,  2.803 



EXECUTION COPY 

C 
ENDIX "A" - SCOPE OF WORK 

1.0 INTRODUCTION 

The scope of Work will provide for the supply of labour, equipment, and limited material (as deemed necessary by 
HONI) for the contracted operating response, pre-planned and non-scheduled maintenance, and inspection activities 
to the electrical power equipment, protective relay systems, and 190 kilometres of FNEI owned electrical 
transmission (TX) line serving the communities of Fort Albany, Kashechewan, and Attawapiskat sites. 

2.0 SCOPE O F  WORK 

2.1 Station Maintenance and Protection & Control Services 

HONI will perform the following pre-planned maintenance to the electrical power equipment and 
protective relay systems owned by FNEI at the Fort Albany, Attawapiskat, and Kashechewan sites. The 
proposed schedule is based on a HONI standard maintenance cycle. 

2.1.1 Pre-planned Electrical Maintenance 

2.1.1.1 High Voltage Transformer Reactor and Low Voltage Switch and Bus Maintenance and 
Testing: 

Annual 

Visual inspection. 
Dielectric oil test from 1 15 kV transformer and reactor. 

Proposed schedule: Spring 2003, Spring 2004. 

Everv two vears * 

Repair oil leaks. 
Check and test temperature devices. 
Check gas relay. 
Check transformer OLTC. 
Test core ground. 
Ratio tests when required. 

Proposed schedule: Spring 2003 on Fort Albany and Kashechewan substations; Spring 2004 on 
Attawapiskat substation. 

(*Note: Full outage will be required). 

2.1.1.2 SF6 Breaker and S&C Circuit Switcher Maintenance 

Annual 

Gas checks. 
Visual inspections. 
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Check heating. 

Proposed schedule: Spring 2003, and Spring 2004. 

Annual 

Check all MCCS and starters. 
Check out and test all AC and DC panel connections and breakers. 
Battery inspection and maintenance including "Biddle" tests, specific gravity tests, intercell 
connections, voltage checks per cell partial discharge and cleaning of the cells and trays. 
Battery charger inspection and testing, current limiting, float and equalize adjustments. 

Proposed schedule: Spring 2003 Spring 2004. 
- .  - .  

2.1.1.4 Station Inspections 

Twice per annuml Every 6 months 

Inspection will include all power and protection equipment, 
Inspect all spill containment systems. 
Battery and charger visual inspections. 
Fire extinguishers and safety equipment. (It is recommended that these i t e m  are also 
inspected monthly by local staff). 

Proposed schedule: Spring and Fall 2003, Spring and Fall 2004. 

2.1.2 Pre-planned Protection & Control Maintenance 

2.1.2.1 Annual Inspections 

Visual inspections of all metering, protection and relay, and communication equipment. 

Proposed schedule: Spring 2003, Spring 2004. 

2.1.2.2 Inspection, Calibration and Associated Testing of All Protections and Metering at the 
Attawapiskat Substation Only 

'Note: This level of maintenance is performed on a four-year cycle. 

i) Transformer MReactor A and Line A Relaying 

Transformer AReactor A relaying consists of calibrating and functionally testing primary relays, their 
associated timers, and auxiliary relays. This will also include testing associated alarms into the PLC. 

Line A relaying consists of calibrating and functionally testing primary relays, their associated timers, and 
auxiliary relays. This will also include testing associated alarms into the SCADA. 

ii) Other 

SCADA - General hnctionality check of the telecontrol systems from the remote centre and the 
dial-in dial-out system. 

General functionality check of voltage control logic on primary relays. 

Proposed schedule: Spring 2003 
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L 2.1.3 Non-scheduled Emergency o r  Maintenance Services 

In cases of Trouble Calls, delays, and other extra charges a "Customer Authorization and Work 
r- . ? .  . 
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nature of the extra charge including the work performed and the time and materials spent on 
executing the work. This work will be chargeable at HONI Commercial Rates as set forth in the 
Purchase Order. A copy of such form shall be delivered to FNEI. 

Travel and per diem costs in response to Trouble Calls will also be charged on a cost-plus basis. 

2.1.4 Reporting 

HONI will supply a biannual report of work accomplishments along with all test results to FNEI. 
HONI will complete any reports (electronic or hard copy) that the customer the forms and 
requirements are agreed tolprovided before the initiation of the job; however, FNEI will remain 
responsible for reporting to the appropriate regulatory body. 

2.2 L i n e s a i n t e n a n c e  Services 

2.2.1 Pre- planned Annual Inspections 

Perform helicopter patrol and inspection of approximately 190 kilometres of FNEI 
transmission line from wood pole structure #438 to Attawapiskat, and including the taps 
into the Fort Albany and Kashechewan sub-stations. 

Record and photograph any damage or defects in poles, framing, insulators, guying, 
hardware connection, etc. that could result in potential line failures. 

Report any dangerous asset conditions to FNEI immediately. 

Prepare a written report and photographs of all findings, including cost estimates for the 
repair of any damageldefects, and submit to appropriate FNEI within thuty (30) days of 
inspection flight. 

2.2.2 Pre-planned Maintenance Services 

As requested by FNEI, provide prices to perform maintenance services on the 
transmission line. 

Perform maintenance work as per estimates provided. 

2.2.3 Non-scheduled Emergency Response Services 

Provide twenty-four (24) hour1 seven (7) days a week (2417) response to FNEI to 
investigate reports of power outages or power quality problems related to the 
Transmission line. 

Attend scene and make repairs in order to restore power or power quality as soon as 
reasonably possible. 

2.3 Fxclusions to Pre-~lanned Maintenance 

Weather conditions are assumed "workable"; conditions such as, but not limited to, snow clearing, 
required, will be charged to the customer's account. 
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Delays outside of the control of HONI staff shall be chargeable to FNEI at HONI commercial rates as set 
forth in the Purchase Order. These may include but are not limited to, delays in productivity caused by 
access to Site issues andlor excessive delays in obtaining work ~rotection. All inspections, maintenance, 
and emergency response services will be performed to HONI standard work methods and procedures 

, . . -  . , En;.~s.z a.lse ~ p ~ . - . - - - , - ,  
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upon request. 

All major materials required for pre-planned maintenance or non-scheduled emergency response activities. 

All costs for on-site board and lodging for HONI staff. 

Overtime costs are excluded. Pricing for pre-planned maintenance is based on services as performed during 
normal HONI hours of 7:30 - 16:OO Monday to Friday, excluding holidays observed by HONI. Work 
performed outside these hours at the request of the customer are subject to premium charges at HONI 
commercial rates as set forth in the purchase order. 

3.0 SCHEDULE OF WORK 

3.1 HONI staff will participate in FNEI outage planning meetings to the extent necessary to ensure the work in 
this Contract is scheduled to the satisfaction of both Parties. The outage schedule is understood to fall 
between April 1" and November 1" of each year but is subject to change upon mutual agreement. 

3.2 FNEI shall give HONI advance notice of scheduling requirements either ninety (90) days from the date of 
required Work where the duration of the required outage is five (5) days or greater, or thnrty-three (33) 
days from the date of the required Work where the duration of the required outage is less than five (5) 
days. 

3.3 It is understood that there will be instances where a short notice response from HONS will be requested by 
FNEI due to circumstances unforeseen by FNEI. HONI will makes its commercially reasonable best 
efforts to accommodate these requests. However, where such instances of advance notification is less than 
the required notice (3.2) and can be accommodated as deemed by HONI, FNEI will be charged at the 
HONI premium time rates for all time worked. 

3.4 If FNEI cancels any pre-planned site visit for any reason within the required notice period (3.2) of the scheduled 
date of the site visit, then in such case, HONI shall not be held accounbble for any failure to perform the work or 
any damages resulting therefrom and shall be entitled to be paid HONI commercial rates for any reasonable 
costs incurred as a result of the cancellation. A replacement site visit shall be re-scheduled by mutual written 
agreement between both Parties. HONI shall re-schedule any pre-planned site visits without unreasonable delay 
and acting commercially reasonable. 
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6.v APPENDIX "W - RESPONSE AND RESTORATION GUIDELINES 

GuiJc1:n:s for rzsponse and restolxisn ale not applicable in unsafe tiavel a id  \voLIL coiialclol;s. Conmerc1;:ij 
reasonable efforts will be made to resolve the problem. 

If the supply to an entire community is out or the quality of the main supply is causing customer problems, a 
response within six (6) hours and restoration within twenty-four (24) hours are the guidelines. Notification 
requirements to the FNEI Site SPOC shall take place immediately after an initial assessment. The notification shall 
indicate the forecasted duration of the interruption or service problem. Updates on the estimated restoration time 
shall occur every six (6 )  hours or whenever a change in the forecast develops. 

Response time is defined as the time taken from the notification of a problem to the actual arrival on the scene is 
defined as " response time". Restoration time is different from "response time" and will be addressed separately. 

1.0 Response Time 

The desired response to FNEI transmission line or sub-station problems will vary depending on the situation at the 
time but generally should follow these guidelines (Note: guidelines do not apply in unsafe travel conditions): 

Situations when response time of within six (6) hours would apply: 

> For total loss of supply to any community. 
> In cases where supply still available, but quality of main supply is causing customer problems (i.e. 

voltage, frequency, very frequent & continuing automatic reclosures). 

L > For reports of possible public safety risks endangering lives. 

Other situations call for a less urgent response: 

> For reports of asset problems not deemed to be a safety or community reliability risk: within next two 
(2) business days. 

> For reports of asset problems that involve critical andlor hard to replace components: within twenty- 
four (24) hours. 

2.0 Restoration Time 

Restoration time is defined as the time from notification of a problem to the time that service is restored either 
through repair, replacement or temporary work. Again, guidelines for restoration time will not apply in unsafe travel 
and work conditions. 

The desired restoration times can vary with the extent of damage, but the contractor will put forth commercially 
reasonable efforts in restoring service to meet or exceed the guideline limits: 

> Failure of Transmission line: within twenty-four (24) hours 
> Failure of sub-station transformer in Fort Albany (and Attawapiskat in 2002): within four (4) business 

days 
> Failure of station transformer in Kashechewan, restoration time is affected by the ability to move a 

transformer from Fort Albany. No guideline can be set - commercially reasonable efforts shall be used 
to restore full service. 

> Failure of other sub-station components inc luhg  Distribution line, etc. affecting supply: within 
twenty-four (24) hrs 

In all cases above, notification to FNEI Site SPOC shall take place immediately after an initial assessment. 
The notification will indicate the forecasted duration of the interruption or service problem. Updates on the 
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forecasted restoration times shall occur every six ( 6 )  hours or whenever a change in forecast develops. 
After two (2) days, only twice a day updates shall be required at times set by the FNEI Site SPOC. 
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L 
GPPEM)IX C FACILI ( 6  7, - TY DESCRIPTION 

FNEI owns and operates a 138 kV electricity transmission grid up the West Coast of James Bay to Attawapiskat. 
The approximately 190 kilometres grid extends from the existing wood pole structure #438 near Moosonee to the 
First Nation community of Attawapiskat, with intermediate substations at the communities of Fort Albany and 
Kashechewan. 
2.0 FACILITY DESCRIPTION 

2.1 Transmission Line 

A 138 kV single circuit line, tapped at the Hydro One Networks Inc. (HONI) line near Moosonee, using 
wood poles. Approximate line lengths are as follows: 

Wood pole structure #438 to Fort Albany 79km 

Fort Albany to Kashechewan 11 km 

Kashechewan to Attawapiskat 100 km 

2.2 Substations 

Three hlgh voltage substations are constructed at Fort Albany, Kashechewan and Attawapiskat 
respectively. Each of the substations contain a power transformer, shunt reactors, high voltage and low 
voltage switching equipment, connections to the high voltage and distribution lines, protection and control 
facilities and associated ancillary equipment and facilities. Distribution feeders connect to the existing 
distribution systems. 

3.0 GENERAL TECHNICAL CHARACTERISTICS 

3.1 Standards 

The transmission system is designed, tested and commissioned in compliance with: 

CSA Standards 

Ontario Hydro's Connection Procedures and Requirements for Customers above 50 kV (Second 
Edition, 1989) 

The Regional Inspection Authority 

3.2 Electrical 

Voltage 138 kV i 10% 

BIL 550 kV 

550 kV for equipment, 650 kV for transmission line 

Reactive Compensation to limit voltage step change to 4%. 
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Maximum short circuit level (MVA) on 138 kV 

- Fort Albany 85 

Kashechewan 8 1 

Atrawapiskat 63 

Maximum short circuit level (MVA) on low voltage bus 

Fort Albany (on 8 kV bus) 3 9 

Kashechewan (on 8 kV bus) 38 

Attawapiskat (on 4.16 kV bus) 34 

3.3.1 Transformers 

Voltage Ratio: 

Fort Albany and Kashechewan - 132 kV18.0 kV 

Attawapiskat - 132 kV14.16 kV 

Rating: 61811 OMVA, or 7.5110 MVA 

Connection : delta, grounded wye 

Off-load taps: 4 taps, 2.5% each 

3.3.2 Shunt Reactors 

Fort Albany: 2 x 3.4 MVAR 

Kashechewan: none 

Attawapiskat: 1 x 2.5 MVAR 

3.4 Environmental 

Minimum Temperature: -3 8OC 

Line Design Loading Conditions: 

- Ice Thickness: 12.7mm 

- Wind Pressure: 3 8 5 Nlmm2 

- Temperature: -1 8°C 

Lightening Protection Shield Angle: 35" 

4.0 TRANSMISSION LINE DESIGN 

4.1 Design 

The transmission line design is generally be a single wood pole supporting the phase conductors in a 
triangular configuration and an overhead ground wire. 
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4.2 Route 

The transmission line route has been defined on the basis of the line survey project. The 
approximate total length of the transmission line is as follows: 

Wood pole structure #438 to Fort Albany 79 km 

Fort Albany to Kashechewan 11 km 

Kashechewan to Attawapiskat 100 km 

Total 

4.3 Technical Characteristics 

Conductor - 410 AWG ACSR Code Name "Penguin". 

Shieldwire - Galvanized steel stranded 7 x 2.8 rnm. 

Insulators - Polymer. 

Clearances - Maximum temperature 49°C or 0.5 inch of ice (in accordance with CSA- 
C22.3 No. 1). 

5.0 SUBSTATION DESIGN 

L 
5.1 General Arran~ement  and Location 

Each of the 3 substations is a fully fenced and self-protected outdoor substation and suitably located for 
access. The respective locations are as follows: 

Fort Albany substation - Anderson Island, across from the old diesel station (Ref. Drawing 
012111-003); 

Kashechewan substation - Adjacent to the existing diesel station (Ref. Drawing 0121 11-002); 

Attawapiskat substation - Southeast comer of the city limits (Ref. Drawing 0 12 1 1 1-00 1). 

Station arrangements implement the requirements of the corresponding single line diagrams. The station 
bus and equipment provide full access to the individual equipment and their maintenance. Space is 
provided for the transport of the major equipment such as transformers and reactors. 

The stations are shielded against direct lightning strlkes and are provided with appropriately dimensioned 
grounding grids and drainage. 

The oil-filled transformers are provided with an oil separation basin and drain to an oillwater separator pit 
to protect the environment. Similar provisions are also made for any oil filled shunt reactors. 

Two spare transformers are provided and located at Fort Albany and Attawapiskat respectively. These 
transformers, although fully assembled, are not connected to the station bus. 
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I. 6.0 PROTECTION, CONTROL AND OPERATION 

Each station is designed for local protection, control, and supervision. In addition, the stations are suitable 
for telecontrol and monitoring through a SCADA system at the Fort Albany substation. 

Each station is provided with billing metering system at the low voltage feeder terminals. 

6.2 protection Systems 

The transmission line protections are zoned such that any occurring faults on the Kashechewan- 
Attawapiskat line are cleared at Kashechewan while faults on the Moosonee-Kashechewan line are cleared 
at Moosonee. - .  

Protection systems are provided for each transformer, reactor and low voltage feeder. 

7.0 LIST OF PRIMARY EQUIPMENT 

Please refer to Table 1 for list and quantities of primary equipment in the respective substations. 

TABLE 1 - PRIMARY EQUrPMENT BY SUBSTATIONS 

ITEMS 
No  

1 

1 138 kV Circuit Breaker c/w Bushing I 0 

2 

DESCRIPTION 

Power Transformer 132 kV, 

6/8/10 MVA or 7.5110 MVA c/w 
Bushing CT's 
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Shunt Reactor 138 kV c/w bushing 
CT's 

4 

5 

FORT ALBANY 
SUBSTATION 

2 

2 
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138 kV Circuit switcher complete 
with vertical break Disconnect 
Switch 

3 Phases Vertical Break, 138 kV 
Disconnect Switch 

KASHECHEWAN 
SUBSTATION 

1 

A~AWAPISKAT 
SUBSTATION 

2 

0 

3 

1 

1 

1 

2 

2 

1 
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1 

9 

2 

6 

7 

8 

9 

3 

3 

1 

1 

, - 

C/W ground switch 

Capacitive Voltage Transformer, 
s q i e  phase 

Lightning Arrester 

Low Voltage feeder Switchgear c/w 
PT's & CT's for Metering and 
Protection 

Station service transformer 

1 

6 

1 

1 
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APPENDIX "D": LIST OF CONTACTS 

A) FNEI: 

Transmission Manager 

Phone: 705 268 0056 
Cell: 705 266 4827 
Fax: 7052680071 
E-mail: 

cecmac@ntl.sympatico.ca 

Project Co-ordinator 

Phone: 519 529 3632 or 
7056584222 

Fax: 5195291103or 
7056584250 

E-mail: 
echilton@hurontel.on.ca 

70-C Mountjoy Street North 
Suite 421 
Timmins, Ontario P4N 4V7 

B) HONI: 

External Business Program Officer 
Central Operations and 
Stations Support 

483 Bay Street 
8th Floor, South Tower 
Toronto, Ontario 
M5G 2P5 

Manager 
Central Operations and 
Stations Support 

Phone: 416 345 6426 
Cell: 416 884 6426 
Fax: 416 345 6197 
E-mail: sam.mueller@HydroOne.com 
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APPENrIlX "En: CUSTOMER AUTHORIZATION & WORK REPORT FORM 

Completed copies to: This form is to be used for all work for customers other than Hydro 

1. Customer 

Customer Info (to be completed by Hydro One Networks staff receiving request or identifying "extra" charge) 

Proprietary Information not to be released without the written consent of Hydro One Networks Inc. 

Other Customer reference: Customer Name 

Date Required: 
I 

Purchase Order # 

Authorized by (Customer Rep): Date Initiated: 
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Description of Work required I additional charges: New work ~ddi t ional  work Delay Charges 

Proprietary Information not to be released without the written consent of Hydro One Networks Inc. 
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~ddit ional documentation attached 
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Hydro One Networks Info (to be completed by Hydro One Networks staff receiving request or identifying 
"extra" charge) 
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I I 

Received by: 
I 

Emergency work 
1 
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Ongoing work 
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To be scheduled 
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Task number: 
I 'Scheduled Date: 

Work Report 1 Extra Charges (to be completed by Hydro One Networks staff performing work) 
Zlcscri>tion cf w3i-k parfor:r,ed 
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Input made direct into Customer's system ~dditibnal documentation attached 

@' 
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SCHEDULE B 

HYDRO ONE NETWORKS INC. - GRID OPERATIONS 

STATION SERVICES 2010 COMMERCIAL RATES 

Notes: 
1. Prices are based on an hourly rate as indicated above, subject to minimums. 
2. Straight Time rates applicable from Monday- Friday 7:OOa.m. - 3:30 p.m. 
3. Premium Rate #1 applicable from Monday - Friday 3:30 p.m. - 5:30 p.m. 
4. Premium Rate #2 applicable all other times including all day weekends and holidays. 
5. Prices exclusive of site transportation charges and are extra if applicable. 
6 .  Material charges if required are based on cost plus a 20% administration fee. 
7. Exclusive of taxes and are extra if applicable. 
8 .  Prices subject to change please reconfirm with Hydro One Networks Inc. 
9. Payment terms are Net 30 days. 
10. Subject to Hydro One Networks Inc. Standard Terms and Conditions of Sale of a Product or Service 

(Schedule A) 

Commercial Hourly Rates 

The information contained herein is confidential and proprietary to Hydro One Networks Inc. ("HONI") and may not be used, reproduced, 
distributed, or disclosed to others in any manner whatsoever except as specifically and expressly permitted in writing by HONI. The 
recipient of this document, by its retention and use, agrees to protect the same and the information contained herein from loss or theft. 

Maintenance, Repair & 
Technical Services 

Protection & Control 
(P&C) - incl. Doble Tech. 

Electricall Mechanical 

Technical Services 

Premium 
Hourly Rate #2 

$263 

$221 

$322 

Straight Time 
Hourly Rate 

$188 

$158 

$230 

Premium 
Hourly Rate #1 

$226 

$190 

$276 



EB-2009-0387
Exhibit 10

Tab 1
Page 64 of 103
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38. Ref: Ex 4/T 2/S1/p.8 – Meter Service Provider Contract

Please provide a copy of the Meter Service Provider contract with HONI. 

RESPONSE

Please see attached.



Tot: (W5\ 565-7852 
Fax: (905) 5640206 hrdroe one 

Paul slynwld 
T a m  bad  - MSP Customer hnagement  
Motoring and Technical Servicar 
Grid Operations 

Proposal Reference No.: FN-03-70151 (2010-2013) 

MR. LARRY BROOKSBANK 
11 Byron Crescent 
Banie, Ontario 
LAN 6G6 

Tel: (705) 737-9170 
Fax: (705) 737-9283 

Subject: Proposal for Ongoing MSP Support for the Wholesnlt Revenue Metering a t  Five Nations Fort 
Albany, Kasbechewan and Attawapiskat Transformer Strtfons 0, Juoe 1,2010 to Mny 31,2013 

Dear Mr. Brooksbank: 

HONI MSP is pleased to provide this proposal for on-goiag metering service provider support for three (3) wholasale 
revenue mdering points at Fort Albany, Kashechewan and Attawapiskat for an additional three (3) year term June 1, 
2010 to May 31,2013. 

The following details our proposed scope of work and budgetary price and commercial rates for demand work. 

- 
Item 

1 
2 
3 

Scope of Work 

Baseline MSP Service 
We will provide the following budgemy price baseline MSP services on a commercially reasonable basis for the 
subject wholesale revenue metering installation in accordance with the IESO's current Marke~ Rules Chapter 6, 
Appendix 6.1, Section 1.3, including: 
a) Trouble call response (diagnostic assessment only) by the HONI Central Metering Meter Trouble Desk 
b) Conduct routine tests and maintenance 
c) Provide tecbnid assistance 
d) Provide support for investigations and tests 

Metering ImtaUation Description 
Amwapiskat CTS,IWID 1000016760 I 61 
Fort Albany CTS, MPDD 1000019660 / 61 

e) Maintain records of inspection and audit 
f) Maintain records of meter data and specifications 
g) Assist with end-to-end testing as required 
h) Obtain IESO approvals for changes to the metering installation 
i) Data recovery assistance 

No. of Meteriua Installstions 
1 

I 1 - 

j) Inventory management of the spare meters as required by the restoration plan 
k) Annual metering installation inspection - "Recommended Best Practicen 
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Five Nations Ongoing MSP Service 
Plr~po~al FN-03-70151 R~l(2010-2013) - - February 3,2010 . - 

Demrnd MSP Services 
We will provide the following demand services for the subject wholesale revenue metering installation, only when 
requested, at HONI commercial W s :  
a) all Field P&C costs to resolve wd effect any repairs that may be required for the resolution of Meter Trouble 

hporf-5 
b) all costs for lESO audits or audits that may be requested by the Metered Market Participant (MMP) Customer 
c) all costs for any new installations or other work that may be requested by the client 
d) data reporting to parties other than the IESO and AlMP Customer 
e) submission of Exemptions to the ESO, if required 

7he MMP customer is responsible for paying all telecom communication costs for the metering installlltion(s). 

Pricing 

Monthly Budgetp y Price for Baseline MSP Service 
The monthly budgetary price for the baseline MSP service described above for the subject wholesale revenue metering 
points is $450 per metering point per month, all taxes extra. Demand work fees are estimated to be 20% of monthly 
budgetary price. 

etarv Priceand Demand Work w, 

I-& Price Baseline MSP Service 
($450 x 3) 

B 

Thrcc (3) Yeat Term 
---.. AU laus are d m .  

I J 
Monthly B&etam .Rice 0 ~ p l c P l c o ~  
To maximize efficiencies for planned budgetary price work, Five Nations has requested HON to leverage the travel 
and per diem costs paid under the Five Nations - HONI Stations Maintenance Contract for the planned MSP annual 
metering installation inspettion noted in the above baseline price scope of work item k). 

Therefore, the monthly budgebry price for MSP support is based on the following two conditions being met for ail 
annual metering installation inspections: 

1. The annual metering installation inspection is scheduled in conjunction with the annual planned Stations 
maintenance site visit(s); and, 

2. The HOM P&C Technician scheduled for such stations maintenance site visits is also qualified tio paform the 
annual metering insbllation inspection on the same scheduled trip. 

HONl will mgke commercially reasonable e&rts to meet the above conditions, however, should either of the two 
conditions not apply to a planned stations rnaintcnan~c site visit, hen HONl MSP shall separately schedule the 
planned annual metering installation inspection, and invoice this work, including all travel time and expenses, at 
HONI comrncrcial rats. Five Nations and HOW are mutually confident that this efficiency will be gffectively 
realized based on past work experience, and that this budgetnry price qualification, if actually exercised, is anticipated 
to be a rare exception to standard practice. 
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Five Nations Ongoing MSP Service 
Proposal FN-03-70151 Rev1 (2010-2013) February 3,2010 

Commercial Labour Rates for Demand Work 
The hourly labour rates for the dtmand service described above are: 

Engineering Technical Field 

~ r i d a ~ ,  07:00 - 15:30 - 
Overtime (1'' four hours1 1 

L 

Regular Working Hours 
Regular time. Monday to 

The above labour nues will be subject to escalation on January 1 for each calendar year of the initial term of the 
contract or an extension thereof. 

Vehicle Excluded 

S230 

' Monday to ' ~ r i d a ~  15~30 - 
17:0, excluding weekends 
and statutory holidays 
AU other overtime Monday 
- Friday 1750 - 07:00, all 
weekends and starutory 
holidays 

Tenns of Payment 
Billing will be done monthly based on accomplished scope of work (tenns Net 30 days). Expense and material charges 
arc e m  and will include an administration fee of 20% for all demand work. 

Vehkle llcludcd 

$203 --i 

$322 

Pmposal Validity and Terms and Conditions 
We are quoting the budgetary price baseline contract for on-going MSP support for a term of three (3) years. Either 
party may request an extension, subject to acceptance by the other party, by providing notification in writing to the 
other party at least three (3) months prior to the expiration of the initial tenn of contract, or any exlension thereof. 

, Tares are ertm 

This proposal is valid fbr your acceptance up to 30 days, at which time it shall automatically expire unless expressly 
renewed by us in writing. This proposal is in conjunction to the HONI - Five Nations Energy Inc. MSP Concract dated 
June I, 20 10, which we enclose herewith for your reference. 

We look forward to your review and approval of this pmposal. If you are in agreement with the terms and conditions 
of this Proposal, please indicate your acceptance by signing in the space provided and returning a capy of this letter to 
my attention. 

1 would be pleased to answer any questions you may have about this proposal. 

Yours truly. 

Paul Symanski 
Team Lead - MSP Customer Management 

cc. J. Stonehouse, Acting Manager, MSP Services, HOM 
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Five Nations Ongoing MSP Service 
Propod FN-03-70151 Rev1 (201 0-2013) --- February 3,2010 - - 

ACKNOWLEDGEMENT AND AGREEMENT 

The undersigned hereby acknowledges and agrees to the terms and conditions contained in this Proposal. 

Dated as of February 3,20 10 

Print Name: 

x n f  Title: MA 24- c c GF/Y, 

1 have authority to bind the corporation. 
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THIS ONGOING METERING SUPPORT SERVICES CONTRACT dated as of the 1 st day of June, 2010 

BETWEEN: 

Five Nations Energy Inc. ("Customer"), 
a Corporation formed under the laws of Ontario, 

having its registered address and principal place of business at Mushkegowuk Council, P.O. Box 370, 
Moose Factory, Ontario POL 1 WO Ontario, Canada 

and 

HYDRO ONE NETWORKS INC. ('HONI"), 

a corporation incorporated and organized under the laws of Ontario, 
having its registered address and principal place of business at 

483 Bay Street, 10th Floor, South Tower, Toronto, Ontario M5G 2P5. 

WHEREAS HONl has provided Customer with a proposal to supply ongoing metering support services as 
more particularly described in a proposal; 

WHEREAS HONl is a Metering Service Provider, and the Customer is a Metered Market Participant 
under the Market Rules made pursuant to the Electricity Act, 1998, 

AND WHEREAS Customer and HONl wish to enter into this contract in order to the establish terms and 
conditions whereby HONl will provide the ongoing metering support services; 

NOW THEREFORE, in consideration of the mutual covenants set forth herein and of other good and 
valuable consideration, the receipt and sufficiency of which is hereby acknowledged, the parties hereto 
covenant and agree as follows: 

I .O CONTRACT DOCUMENTS 

1.1 HONl and Customer acknowledge and agree that this agreement contains the terms and 
conditions which set out the rights and obligations of both HONl and Customer and, together with HONl 
Proposal #FN-03-70151 (201 0-201 3) dated February 3, 2011 0 (the 'Proposal"), constitute the contract (the 
'Contract') between HONl and Customer for the sale and purchase of ongoing metering support services 
(the 'Services"). 

2.0 WARRANTIES 

HONl warrants to the Customer that, except as otherwise provided in the Proposal, the Services 
sold by HONl to the Customer and purchased by the Customer from HONl hereunder shall be 
free from defects in workmanship for the period of time specified in the Proposal (the 'Warranty 
Period'). Where no Warranty Period is specified in the Proposal, then the Warranty Period shall 
deemed to be ninety (90) days from the date of substantial performance of said Services, which 
substantial performance date shall be determined by HONl in its sole discretion. In the event of 
any said defects occurring during the Warranty Period, the Customer shall make the product or 
equipment upon which the Services were performed, available to HONl at a mutually agreed 
time, and provided HONl is satisfied that such defect exists solely as a direct result of HONl's 
performance under this Contract, HONl shall repair such defects at its sole expense. HONl shall 
not be obliged to undertake any repair pursuant to this Section to remedy defects caused by 
abuse, modifications not executed by HONI, improper or insufficient maintenance, improper 
operation or normal wear and tear in normal usage. However, for greater certainty and clarity, 
HONl provides no representation or warranty in respect of any products or equipment related to 
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the Services, including, but not limited to, meters and other products and equipment 
manufactured in whole or in part by third parties, and HONl shall not be liable for any losses or 
damages whatsoever, including but not limited to loss of profit or revenue, loss of use, downtime 
costs, cost of capital, cost of substitute products, facilities, services or replacement power, 
penalties, fines, sanctions (including, without limitation those penalties, fines, and sanctions that 
may be imposed by the Independent Electricity Market Operator, or other similar body), whether 
or not any damages are indirect, direct or consequential, that may be suffered by Customer as a 
result of the functioning or malfunctioning of such meters and other products and equipment. 

Except as expressly provided herein, HONl makes no representation or warranty, express, 
implied, statutory or otherwise, including any representation or warranty as to merchantabilrty or 
fitness for a particular purpose with respect to the Service and any product or equipment related 
to the Service, including the condition or quality thereof. The express warranties contained in this 
Contract are in lieu of all other warranties and conditions (express and implied and those arising 
by statute or otherwise in law or from a course of dealing or usage of trade), including but not 
limited to warranties or conditions of merchantable quality or fitness for a particular purpose. No 
other warranties or conditions, express or implied, are given. 

3.0 PRICES AND TERM 

3.1 The price for the Service and any product or equipment related to the Service (the 'Price") 
payable by the Customer to HONl shall be as specified in the Proposal and, except as otherwise 
provided in the Proposal, shall be in Canadian dollars EX WORKS HONl's location (INCOTERMS 
2000) and is exclusive of all applicable taxes, duties, brokerage and freight charges, all of which 
shall also be paid by the Customer. 

3.2 Unless this Contract has been terminated in accordance with the herein terms, this Contract shall 
commence as of June 1,201 0 and end on May 31,2013 at 11 159 pm ('First Renewal Expiration 
Date'). 

4.0 TERMS OF PAYMENTS 

4.1 Except as expressly stated in the Proposal, HONl shall submit invoices to Customer on a monthly 
basis, or such other interval as HONl deems appropriate, acting reasonably, and Customer shall 
make full payment within thirty (30) days of the date of invoice. All payments are due within thirty 
(30) days from the date of invoice. The Customer shall pay interest to HONl calculated from the 
date payment is to be made to and including the date the payment is made, at the rate of 
eighteen percent (1 8%) per annum. 

4.2 Notwithstanding any provision to the contrary under this Contract, the Customer hereby 
covenants and agrees to pay HONl for all invoices in full when due. 

5.0 LIABILITY AND INDEMNIFICATION 

5.1 Except with respect to the repair of defects as provided in Sections 2.1 and 5.3, the Customer 
shall assume all liability and obligation for any and all loss, damage or injury to persons or 
property (including loss of life) which would not have happened but for this Contract or anything 
done or maintained by the Customer hereunder or intended so to be, or anything omitted to be 
done by the Customer and the Customer shall at all times release, indemnify and hold harmless 
HONl and its affiliates and their respective successors and assigns, directors, officers, 
employees, servants, agents or representatives from and against any such loss, damage or injury 
and all actions, suits, proceedings, prices, charges, damages, expenses, claims and demands 
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(a) Loss of profit or revenue, loss of use, cost of capital, downtime costs, cost of substitute 
products, facilities, services or replacement power, penalties, fines, sanctions (including, 
without limitation those penalties, fines, and sanctions that may be imposed by the 
Independent Electricity Market Operator imposed on the Customer, or other similar body); 

(b) Special, indirect, punitive or consequential damages incurred or suffered by the Customer 
andlor its successors and assigns, employees, servants, agents, directors, officers, 
representatives and/or any of its customers or suppliers andlor any other third party claiming 
through or under the Customer. 

5.3 The aggregate liability of HONl and its successors and assigns, under this Contract and in 
particular under Section 2.1, shall at no time exceed an amount equal to the dollars actually 
received by HONl hereunder. HONl's liability shall terminate upon expiration of the Warranty 
Period referred to in Section 2.1. Every provision of the Contract, even if inconsistent or 
conflicting with this Section, shall be subject to the overall aggregate limitation of liability specified 
herein, except to the extent that such inconsistent or conflicting provisions further restrict the 
liability of HONl and its successors and assigns. This limitation of liability is intended to limit the 
liability of HONl and its successors and assigns by applicable federal, provincial or municipal 
laws, statutes, regulations, codes and standards. This limitation of liability shall apply to all claims 
arising out of or in connection wlh this Contract, whether based on warranty, tort (including but 
not limited to negligence or misrepresentation), strict liability or otherwise. The parties 
acknowledge that Sections 5.1, 5.2, and 5.3, in conjunction with all of the other provisions of this 
Contract, fairly and reasonably allocate the risks between parties, and that the Price and other 
financial arrangements reflect this allocation of risk. The parties further agree and acknowledge 
that the exclusions and limitations of liability set out in this Contract are fair and reasonable in the 
commercial circumstances, such that the exclusions and limitations have been, in part, an 
inducement to each party, and that neither party would have entered into this Contract but for 
such exclusions and limitations. 

5.4 Both parties acknowledge and agree that clauses 5.1, 5.2 and 5.3 shall survive termination or 
expiry of this Contract and/or cancellation of any request for the Service. 

6.0 REMEDIES FOR DEFAULT 

6.1 A party shall be in default under this Contract upon occurrence of any of the following: 

(a) failure by a party to pay any amount due under this Contract; 
(b) breach by a party of any term, condition or covenant of this Contract; and 
(c) a party becomes insolvent or bankrupt or unable to pay its debts as they fall due or any 

bankruptcy, reorganization, debt arrangement or other proceeding under any bankruptcy 
or insolvency law being instituted by or against the said Party. 

REV. 28APR03 
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6.2 In the event that a patty is in default under this Contract, and has failed to cure such default within 
a reasonable period after written notice by the nondefaulting party in respect thereof (or take 
such reasonable steps to cure such default as a reasonable party ought to), then the non- 
defaulting party shall, in addition to any other rights and remedies it may have at law or in equity, 
have the right to terminate this Contract upon written notice to the defaulting party. However, 
notwithstanding the preceding sentence, the nondefaulting may terminate this Contract 
immediately upon written notice to the defaulting party in the case of an event under sub-section 
6.1 (c). 

6.3 (a) The defaulting party agrees to pay all charges, including legal or other fees and expenses 
reasonably incurred by the other party by reason of the defautt hereunder or othenrvise in 
enforcing this Contract; and 

(b) Where the Contract has been terminated by either party pursuant to Section 6.2, above, the 
Customer shall immediately pay all amounts payable for Services and any product or 
equipment related to the Service that have been provided up to the date of termination. In 
addition, in the event of termination by HONl pursuant to Section 6.2, above, the Customer 
shall pay all other amounts calculated pursuant to Section 8.1 as if the Customer had 
cancelled the Contract. 

6.4 All rights and remedies of the non-defaulting party provided herein are not intended to be 
exclusive but rather are cumulative and are in addition to any other right or remedy otherwise 
available to such party at law or in equity, and any one or more of such party's rights and 
remedies may from time to time be exercised independently or in combination and without 
prejudice to any other right or remedy such patty may have or may have exercised. The parties 
further agree that where any of the remedies provided for and elected by the nondefaulting party 
are found to be unenforceable, such party shall not be precluded from exercising any other right 
or remedy available to it at law or in equrty. 

7.0 FORCE MAJEURE 

7.1 HONl shall not be deemed to be in default of this Contract where the failure to perform or the 
delay in performing any obligation arises from or is due wholly or in part to a cause beyond its 
reasonable control, including but not limited to an act of God, acts of a public enemy, act of any 
federal, provincial, municipal or government authority, civil commotion, strikes, lockouts and other 
labour disputes, fires, floods, war, explosion, malicious acts, vandalism, sabotage, earthquakes, 
storms, epidemics. In an event of force majeure, HONl shall promptly notify the Customer of its 
inability to perform or of any delay in performing due to an event of force majeure and shall 
provide an estimate, as soon as practicable, as to when the obligation will be performed. The 
time for performing the obligation shall be extended for a period equal to the time during which 
HONl was subject to the event of force majeure. Where the extension required is at least forty- 
five (45) days and HONl and the Customer have not agreed upon a revised basis for performing 
the obligation, then either party may, upon written notice to the other party, terminate this 
Contract and the Customer shall pay to HONl the Cancellation Fees determined in accordance 
with Section 8.0. 

REV. 28APR03 
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8.0 CANCELLATION FEES 

8.1 The Customer shall be entitled to cancel any request for a Service and any product or equipment 
related to the Service after execution of the Proposal and related Purchase Order by providing 
written notice to HONl and in the event the Customer exercises this right of cancellation, the 
Customer shall pay to HONI, by no later than fifteen (15) days after issuance of an invoice 
therefor by HONI the following amounts: 

(a) All outstanding amounts and any amounts billed for performance up to and including the 
effective date of cancellation; 

(b) ten percent (10%) of the unbilled portion of the Price; and 

(c) the total of all costs and expenses incurred by HONl in relation to the cancellation including, 
but not limited to, the following: 

(i) material and labour costs and indirect expenses; and 
(ii) any undertakings or commitments by HONl that cannot be reasonably avoided. 

9.1 The Customer and HONl agree to maintain all information and material that may be provided to 
the other in relation to the Service and any product or equipment related to the Service, or 
otherwise obtained by either party in the course of purchasing the Service and any product or 
equipment related to the Service, in strict confidence for a period two (2) years following 
disclosure thereof, and, where the other party is an entity, to disclose this information and 
material only to those of its employees having a need to know same and who have agreed in 
writing to be bound by and comply with this Section. Subject to the preceding sentence, neither 
party shall use the said information and material for any purpose other than for the intended use 
of the Service and any product or equipment related to the Service and shall not publish, 
reproduce, copy, disseminate or disclose the said information and material to others without the 
prior written consent of the other party. Notwithstanding any disclosure of said information and 
material by either party, the owner of the information and material shall retain all right, title and 
interest in and to the information and material. 

10.0 SHIPMENTS 

10.1 Where shipment of any product or equipment related to the Service is specified in the Proposal, 
in the event that the shipment is delayed as a result of any act or omission by the Customer, its 
servants, agents, employees or representatives, or in the event that the shipment is refused by 
the Customer or rendered impracticable or impossible by reason of the Customer's premises not 
being ready for receipt of the product or equipment for whatever reason, the Customer shall be 
responsible for all costs and expenses in relation to such shipment. 

REV. 28APR03 
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GENERAL 

Unless expressly stated otherwise in the Proposal, HONl shall adhere to its own usual and 
customary rules and procedures that are applicable, if any, with respect to safety, equipment 
operation, training or other similar matters in connection with products or sewices being provided. 
The Customer covenants and agrees to indemnify and save HONl harmless for any costs and 
expenses incurred in connection with any requirements of the Customer that are in excess of 
HONl's usual and customary rules and procedures. 

This Contract and the rights and obligations of the parties shall be governed by and interpreted in 
accordance with the laws of the Province of Ontario and of Canada applicable therein, as if 
performed wholly within Ontario and without giving effect to the principles of conflict of law, and 
the parties hereto irrevocably attorn to the exclusive jurisdiction of the courts of competent 
jurisdiction in the City of Toronto, Ontario in the event of any dispute hereunder. 

Except as expressly provided herein, no amendment, modification or supplement to this Contract 
shall be valid or binding unless set out in writing in the Proposal and executed by the parties. 

Neither this Contract nor any of the rights and obligations contained herein shall be assigned by 
the Customer without HONl's prior written consent. Notwithstanding any other provision of this 
Contract, HONl may assign all of its rights and beneflts and delegate all of its duties and 
obligations or other liabilities under this Contract to any other wholly-owned subsidiary in Canada 
('Assignee') of Hydro One Inc., in which event such Assignee shall be substituted for all purposes 
for HONl as a patty to this Contract and HONl shall thereby be forever released and discharged 
from the performance of all such duties, obligations or other liabilities under this Contract. 
Subject to the foregoing, this Contract shall extend to, be binding upon and enure to the benefit of 
the parties hereto and their respective successors and assigns. 

If any provision of this Contract is declared invalid or unenforceable by competent authority such 
provision shall be deemed severed and shall not affect the validity or enforceability of the 
remaining provisions of this Contract, unless such invalidity or unenforceability renders the 
operation of this Contract impossible. 

The failure of either party to exercise any right, power or option or to enforce any remedy or to 
insist upon the strict compliance with the terms, conditions and covenants under this Contract 
shall not constitute a waiver of the terms, conditions and covenants herein with respect to that or 
any other or subsequent breach thereof nor a waiver by the party at any time thereafter to require 
strict compliance with all terms, conditions and covenants hereof, including the terms, conditions 
and covenants with respect to which the party has failed to exercise such right, power or option. 
Nothing shall be construed or have the effect of a waiver except an instrument in wilting signed 
by a duly authorized officer of the party which expressly or impliedly waives a right, power or 
option under this Contract. 

In the event of any conflict or inconsistency between the Proposal and the terms and conditions in 
this agreement, the terms and conditions herein shall prevail, unless the Proposal expressly 
states that a particular term or condition of the Proposal shall prevail over this agreement. Any 
terns and conditions in any related purchase order, order acknowledgemenUrequest, 
confirmation, or similar form or document, whether or not any such document is signed by the 
parties before or after the date of this Contract, shall have no force or effect if such terms and 
conditions are inconsistent with or in conflict with any of the terms and conditions of the Contract. 

REV. 28APR03 
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39. Ref: Ex 4/Tab 2/S1/p.9/lines 4-9 – Right-of-Way (ROW) Maintenance

Preamble:  FNEI intends to undertake a ROW clearing program beginning in 2011.  
FNEI indicates in evidence that it may amortize these costs over subsequent years in order 
to avoid a spike in one year’s expenditures.

Request:

(a) Please indicate if FNEI is forecasting any amount with respect to ROW clearing in 
2010.

(b) Has FNEI prepared a budget and/or plan with respect to its ROW clearing 
program?  Were there costs associated with preparing this information?  If so, please file 
estimates and associated materials. 

RESPONSE

(a)  There is no planned clearing in 2010.  There could be emergency clearing to address any  
tree threats identified by aerial patrols. 

(b) The ROW clearing program plan has not been prepared at this time. The year 2010 will be 
used to assess the degree of growth and location (as tree growth is not uniform along the ROW 
due to soil conditions).  With this aerial assessment, a prioritization of the ROW clearing will be 
established and an assessment of what should be done annually beginning in 2011.  The costs to 
develop this program have not been incurred yet.
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40. Ref: OEB’s Filing Requirements for Transmitters and Distributors, s.2.5.5; Ex 
4/T2/S2/p.7; Ex 4/T2/Sch/ 3/p.1 – Account 5410 - Community Relations Sundry

Preamble:  With respect to charitable donations, the Board indicates in its filing 
requirements that:

“The recovery of charitable donations will not be allowed for the purpose of setting 
rates, except for contributions to programs that provide assistance to the distributor’s 
customers in paying their electricity bills and assistance to low income consumers.  If the 
applicant wishes to recover such contributions, it must provide detailed information for 
such claims.  The applicant must review the amounts filed to ensure that all other non-
recoverable contributions are identified disclosed and removed.”  

Request: 

With respect to Preamble (3), please indicate any amounts in Account 5410 in the 2010 test 
year are related to charitable work, or community events, and provide an explanation for 
the basis for the recovery of these amounts from ratepayers, including their ability to 
improve a customer’s ability to reduce their usage costs or otherwise pay their utility bill. 

RESPONSE

Of the $86,000 forecast for Account 5410, certain amounts would likely be considered as 
“community events” that would not be targeted at providing assistance to customers to reduce 
their electricity bills or assisting low income consumers.  These amounts total $31,225 and is 
made up of $10,000 for sponsorship of Creefest, $12,000 in scholarships for local students, and 
$9,225 for other sponsorship of educational or sporting events.

The remainder of the $86,000 do contribute to providing assistance to customers in paying 
electricity bills and assistance to low income consumers.  These measures include promotional 
items (e.g., light bulbs) coupled with educational materials and newsletters translated into Cree.
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41. Ref: Ex 4/T2/S1/p.12/lines 13-16 – Employee on long-term disability

Preamble:  FNEI evidence states that, “[Account 5610 – Management Salaries and 
Expenses] in the past has included the salary and benefits of a Transmission Manager, but 
FNEI’s employee that held this position has been on long-term disability since December 
2008.”

Questions/Requests:

(a) If the salary and benefits of the Transmission Manager are no longer included in 
this account, what is the source of the long-term disability funding?

(b) If the source of the long-term disability is not currently paid for by FNEI, please 
indicate if the insurance payments will cease at some later date and become the liability of 
the company.  If the opposite case is true, please explain.

(c) Does FNEI intend to bring back the former Transmission Manager, or to hire 
someone to replace this position?  Is this amount factored into FNEI’s proposed overall 
2010 forecast OM&A budget? 

RESPONSE

(a)  Benefits are paid out under FNEI’s group insurance plan.

(b)  The insurance policy covers the Transmission Manager for as long as he is ill.

(c)  As of March, a full-time replacement was hired and it is reflected in the 2010 forecast 
OM&A budget.
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42. Ref: Ex 4/T2/S1/p.10-11; Ex 4/T2/S2/p.6 – Account 5335 - Bad Debt

Preamble:

(1) FNEI discusses certain bad debts at p.10-11 of the reference.  FNEI was 
directed by the Board to add its operating costs to the price that it charged to 
distribution companies.  FNEI claims that the distribution companies in FNEI’s 
service territory had no cash reserves in place to cover the additional cost of 
pancaked transmission costs.  FNEI was forced to carry significant accounts 
receivable for quite some time, eventually writing off the unpaid amounts.  Activity 
in this Account in previous years shows some of the bad debt recovery that did take 
place.  Going forward, FNEI states that it anticipates no activity in this Account.

(2) At the same reference, FNEI states that, “An allowance of $904,000 was 
made in this account in the last quarter of 2002.  While a certain portion of this 
amount was recovered in subsequent years, FNEI decided to cease collection efforts 
for the outstanding amounts in 2007, as these activities negatively impacted Fort 
Albany Power Corporation’s and Kashechewan Power Corporation’s ongoing 
operations.

Request:

(a) Please provide the total amount of bad debt written off of the $904,000 allowance.  
Also provide the total amount which was subsequently recovered in future years, and any 
revision to the allowance for doubtful accounts or bad debt expense.

(b) Are there corresponding bad debt amounts which the served distributors have 
written off as unrecoverable from customers?  If not, please explain.

(c) In Preamble (2), FNEI indicates that it ceased collection efforts as it “negatively 
impacted FAPC and KPC ongoing operations”.  Please describe yearly efforts, in dollars, 
spent on bad debt collection efforts.  

RESPONSE

(a)  See attached.  The attachment outlines the charges (recoveries) by customer to the allowance 
for doubtful accounts. The allowance for doubtful account is determined on a specific item basis. 
The only time that accounts receivable was ever written off was in the fourth quarter of 2008.  
As the amounts written off had already been included in the doubtful accounts, the write off had 
no effect on bad debts expense.

(b)  FNEI is not privy to confidential information about the LDC’s bad debt sources.

(c)  There was not a great deal of money spent on collection.  FNEI was in regular contact with 
the LDCs via phone, email and meetings, and would follow up regularly.



Five Nations Enerqv Inc. 
Details of Allowance for Doubtful Accounts 
For the vears 2002 to 2009 

Period FAPC KPC AFN APC 

Opening 
2002Q4 706,500.08 197,821.65 
2003Q4 1 1,888.00 37,777.37 
2004Q1 12,629.03 5,474.72 
2004Q2 (9,123.46) 8,156.94 
2004Q3 (3,505.57) - - 
2004Q4 (8,333.34) - (37,777.37) 1 16,112.52 
2005Q1 (7,898.34) 3,564.34 
2005Q2 27,412.54 21,056.81 - (35,035.68) 
2005Q3 (1 1,103.26) 470.52 (5,522.11 ) 
2005Q4 (9,073.62) (1,180.04) (3,440.84) 
2006Q1 
2006Q3 (643.76) 45,824.64 45,335.06 
2006Q4 (22,636.78) (1 1,452.19) - (1 17,448.95) 
2007Q1 15,000.00 
2007Q2 380.00 (1 1,620.73) 
2007Q4 (52,283.91) 1,965.05 
2007Q4 WIO (622,319.61) (194,112.15) 
2008Q1 - (29,819.77) 10,845.64 - 
2008Q2 9,667.49 (1 0,845.64) - 
2008Q3 7,668.89 
2009Q1 (2,078.52) - 

KFN FAFN Other 
Acct. Rec. 
Write off 

- 

816,431.76 
- 

Bad debts Allowance 
Expense Balance 

904,321.73 904,321.73 
73,200.72 977,522.45 
18,103.75 995,626.20 

(966.52) 994,659.68 
(3,505.57) 991,154.11 
70,001.81 1,061,155.92 
(4,334.00) 1,056,821.92 
13,433.67 1,070,255.59 

(16,154.85) 1,054,100.74 
(13,094.50) 1,041,006.24 

9,570.00 1,050,576.24 
98,440.94 1,149,017.18 

(1 59,462.92) 989,554.26 
15,000.00 1,004,554.26 

(1 1,240.73) 993,313.53 
(50,318.86) 942,994.67 

126,562.91 
(52,679.48) 73,883.43 
(1,178.15) 72,705.28 
7,668.89 80,374.17 

21.456.83 101.831 .OO 
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43. Ref: Ex 4/T2/S2/p.2 – Account 4810 – Increase in Operating Costs

Preamble:

(1) Load dispatching costs pursuant to an Operating Services Agreement with 
Hydro One have increased from $100,000 Board approved in 2001, to $198,000 in 
2009.  For the test year, FNEI has applied for $238,000 for the cost of the services 
recovered through this account.  

(2) FNEI noted that the increases in this account are attributable to (a) increases 
in Hydro One’s labour costs, and (b) the increasing size and complexity of the FNEI 
transmission system.  

(3) FNEI also noted that, ‘the value of transformation assets has increased 
significantly as a result of the connection of three spare transformers.  This further 
explains the increased costs in this Account.”

Questions

(a) For the 138% increase over the 2001 Board approved amount, please split the 
drivers of the cost increase into “(a)” and “(b)” as noted in the above preamble.

(b) For the 20% increase year over year from 2009 to 2010 test year, please split the 
drivers of the cost increase into “(a)” and “(b)” as noted in the above preamble.

(c) Please indicate the increase in costs directly attributable to the operation of the 
three spare transformers which are now connected. 

RESPONSE

(a)  Initially in 2001, Hydro One set the hourly rate for operator time under the contract at 
$66.00.  This rate was re-evaluated in 2006, and Hydro One realized that the rate set in 2001 was 
not correctly established.  The 2006 hourly rate was set at the same rate as other commercial 
contracts, which was $122.42.  The 2010 hourly rate is $145.55.  Approximately 90% of the 
increase from the OEB 2001 approved amount and the current cost is attributed to the 
commercial rate now charged by Hydro One. 

The balance of the increase to 2009 is related to the added FNEI facilities at Attawapiskat 
Transformer Station - namely the energized second transformer and the associated switchgear .

(b)  The increase from 2009 to 2010 is attributed partly to the increased 2010 rate and partly to 
the additional FNEI assets that came into service in late 2008 and late 2009 . Specifically, FNEI 
energized the second transformer in Fort Albany and in Kashechewan plus the associated 
switchgear and added these assets to Hydro One's operating responsibility .  
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(c) The operation of the three added transformers will increase the FNEI Operating Contract 
costs by $ 35,000. 
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44. Ref: Ex 4/T2/S2/p.3/lines 12-13; Ex 4/T2/S2/p.12/lines 18-20 – Account 4820 

Preamble:

(1) In 2004, FNEI began using the services of local utility workers in each of the 
three communities for station checks.

(2) Given the expanded system, FNEI envisions employing a second Operations 
Technician in May of the 2010 test year.

Questions:

(a) Please explain the business reasons why the use of local utility workers began in 
2004 and not at some earlier or later date?

(b) Are the affiliate transactions contemplated in this question governed by a contract 
with each distribution utility?  If so, please provide these contracts.  If not, please explain.

(c) With respect to Preamble (2), are the costs of the new staff person as of May 2010 
included in this application and budgeted for in the 2010 test year?  If not, please provide 
compensation information for this new position, and adjust any of FNEI’s evidence as 
necessary. 

RESPONSE

(a)  It was not until December 2003, that FNEI's contractors completed the system from 
Kashechewan to Attawapiskat . Prior to that the local staff were being trained and inspections 
were carried out with other FNEI resources while the system was still under construction.  By 
2004, the construction resources and FNEI inspectors were no longer on site and, by this point, 
local staff were considered qualified to carry out our desired weekly inspections.

(b)  See response to Board Staff IR 1(b).

(c)  Yes.
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45. Ref: Ex 4/T2/S2/p.5 – Account 4850 – Land Survey and Locating Assets

Preamble:  It has recently come to light to FNEI that a portion of the Attawapiskat 
station is located on Indian Reserve 91A, and an amount estimated at $25,000 will have to 
be paid to the Attawapiskat First Nation.

Questions/Requests:

(a) Please provide a copy of the survey showing the location and name of the station, the 
Reserve 91A boundaries, and indicate what governing body performed the survey.

(b) Did the survey performed cause changes to the boundaries of the Reserve 91A First 
Nation?

(c) Did FNEI survey the land prior to construction of the station to confirm that the 
station would not be located on First Nation lands?

(d) Was it possible to locate the station on adjacent lands that were not on a First 
Nation reserve? 

RESPONSE

(a)  The Attawapiskat TS survey (2009) is attached. This survey was carried out by  Talston 
Rody OLS .

(b) There is no evidence that this survey caused changes to the Reserve 91A First Nation 
boundary. 

(c) The site was established by the construction contractor in consultation with the Attawapiskat 
First Nation leadership prior to 2000. A Ministry of Natural Resources (“MNR”) Land Use 
Permit was acquired by FNEI (but MNR did not require a survey.  

(d)  The site was selected to avoid interference with the community of Attawapiskat, which lies 
on the north side of the Attawapiskat River.  The shortest high voltage line river crossing for the 
new line coming from Kashechewan (100 km south of the river) was at the far westerly end of  
Attawapiskat at the junction of two rivers.  Once on the north side of the river, rather than extend 
the high voltage line through the community to some other site, it was decided that this location 
was the best as it did not impede future community development or affect existing dwellings. 
The station site has rivers on the southeast and southwest sides, and the north side is the 
approach for the Attawapiskat Airport, with the runway only a few hundred meters to the east. 
This was deemed the only suitable location (when it was thought to be entirely off Reserve 91A).  
Even with the knowledge now that it is partially on the Reserve 91A land, this would still be the 
site selected because of the constraints listed previously.
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46. Ref: Ex 4/T2/S2/p.9-10 – Capital Plans cost increases in Account 5605 and 5610

Preamble:

(1) FNEI states with respect to Account 5605 that, “FNEI sought more frequent 
assistance from its Board of Directors during FNEI’s significant capital expansion 
(and in the case of the De Beers connection, unexpected expansion).

(2) FNEI states with respect to Account 5610 that, “additional travel costs [were] 
incurred by FNEI’s Operation Manager to travel to the remote sites in order to 
familiarize himself with the installations and provide supervision over some of the 
capital work being done at that time.

Requests:

(a) What are the costs attributable to more frequent meetings on account of DeBeers in 
years 2004 through 2010?  Are these amounts already sufficiently covered by capital 
contributions provided by De Beers?

(b) Costs have increased in this account four-fold (> 300% increase) from the amounts 
approved in the Board approved 2001 application to the 2010 test year.  Can FNEI provide 
further explanation of why these increases to executive guidance costs are necessary, and 
commensurate with increased complexity of FNEI’s system?

(c) With respect to Preamble (2), what were these increased costs, and were they 
covered by capital contributions by De Beers? 

RESPONSE

(a)  Direct costs were paid by De Beers, as per the terms of the Connection and Cost Recovery 
Agreement.  However, because this was the first new connecting customer on FNEI’s system 
(and a substantial one), the Board of Directors and community stakeholders did need to be 
educated and consulted on their obligations as transmitters.  The Board of Directors also sought 
to be updated throughout the development process.  In addition, because the work essentially 
involved integrating the De Beers’ upgrades with FNEI’s system, there were a number of issues 
of importance that arose that required Board of Directors guidance, including land rights issues, 
timing issues (since the communities were also involved with Impact Benefit Agreement 
negotiations with De Beers), and whether there were opportunities for FNEI that arose as a result 
of the De Beers work (e.g., location of second transformer location in Kashechewan).  

(b)  FNEI’s asset base has more than doubled since the original construction was completed. The 
communities load has grown and their reliance on electricity and their expectation of 100% 
uptime has also increased. Whereas previously with service from diesel generators which were 
notoriously unreliable, the majority of the residential heating was through wood heat. This is 
now almost 100% electric heat. In response FNEI is seeking to be as proactive as possible to 
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ensuring the highest possible reliability. As the system has grown and become more complex, 
more time is needed with the directors to keep them informed allowing them to provide strategic 
direction while keeping the direct connection to the communities through the directors.

(c)  Travel costs for the Operations Manager were:

2003: $22,952

2004: $30,945

2005: $37,421

2006: $58,694

2007: $15,675

Of these costs, $3,127.70 in 2004 was attributable to De Beers and was reimbursed by them.
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47. Ref: Ex 4/T2/S2/p.11– Account 5615 – Lineworkers

Preamble:  FNEI states that, “Having lineworkers stationed in each community has 
proven to be extremely valuable to FNEI by significantly reducing FNEI’s operations 
costs.”

Question/Request:

(a) How is the budget for account 5615 developed?  What are the assumptions that 
make up the forecasted amount, and what reasons can FNEI provide to support its 
assumptions?

(b) What are the specific drivers of the increase from $39,000 in 2008 to $115,000 in 
2010?

(c) How have FNEI’s operating conditions changed from the past to 2010, in such a 
manner that would warrant stationing of staff in each community?  How did the Board at 
FNEI come to this decision?  

(d) Can FNEI demonstrate the benefits of having lineworkers stationed in each 
community?

(e) Can FNEI demonstrate specific cost savings, for example: reduced travel time, 
reduced downtime and associated economic cost?  

RESPONSE

(a)  The budget for Account 5615 for the year 2010 was established by accounting for the salary 
and benefits of FNEI’s Administrative Assistant and adding the expense of an Office Manager 
some time in the 2010 test year.  

(b)  The main driver would be the hiring of an Office Manager.

(c)  FNEI has not located line staff in each community. The statement about having lineworkers 
stationed in each community refers to FNEI’s ability to access and utilize the LDC lineworkers 
in the local First Nation communities.  FNEI has supervised and trained their staff over the past 
six years in some aspects of high voltage line work as well as station operation.  Most of the 
local line staff have progressed in their ability to carry out assignments with less oversight by 
FNEI representatives (contractors or staff) . 

(d)  This reduced involvement by fly-in contractors and staff means overall significant reductions 
in expenditures.  The energization of the expanded facilities involving the back up transformers, 
new buildings and low voltage switchgear, for example, have added to the overall need for their 
services.  Some examples of such services are providing field switching on de-energized high 
voltage lines, disconnect operations as directed remotely by FNEI,  data collection on equipment 
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operations (not available on SCADA), field assessments of SCADA alarm conditions, and 
effluent sample collections for testing.  

(e)  There are a number of direct benefits of such local line staff . 

 Reduced/avoided travel expense (at times, FNEI needs only to send one qualified 
representative to the communities, as local line staff  can act as a second person when 
required).  The typical charter costs to get to a single site is in the range of $3,500 to 
$5,000.  Even scheduled flight costs could be in the range of $1,000 per person plus the 
hourly expense of the workers travel time, which usually takes most of the  work day.  

 If any work takes longer than a single work day, using trained local staff avoids 
accommodation and meal expense, estimated to be $ 200 per person per day 

 By having readily trained local staff, some supply emergencies can be resolved by FNEI 
providing work direction to the local representatives. This temporarily can reduce 
(possibly eliminate) the urgency in travelling to the site.  The benefit is faster service 
restoration, depending on the cause. As well, there have been occasions when weather 
conditions prevent air travel (sometimes for days) so local staff have been able to take 
direction from off site resources to prevent further damage or service reliability impact. 
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48. Ref: General OM&A – Employee Performance Measurement

Please provide details and basis for each of the following employee management 
tools at FNEI: performance pay, goals, measures, and any review processes which are in 
place and used to determine compensation of employees. 

RESPONSE

The CEO conducts employee evaluations at the end of each year to review performance.  The 
CEO makes recommendations to the Board regarding employee compensation.  Attached is 
FNEI’s Performance Review and Employee Appraisal form. 
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49. Ref: OEB’s Filing Requirements for Transmitters and Distributors, s.2.5.1 –
Inflation rates 

Preamble:  The Filing Requirements require that the transmitter provide inflation 
rates applied to general OM&A and Wages/Benefits.  

Questions/Requests:

(a) Please indicate the inflation rate used in each year from the last Board approved 
year, through the 2010 test year.

(b) If FNEI has not used a prevailing inflation rate to adjust general OM&A, wages, 
and benefits, please provide an explanation and rationale for doing so. 

RESPONSE

(a) FNEI has not used any inflation rate from the last Board approved year since the figures for 
2002 through 2008 reflect actual costs, not forecasts.  

For the bridge (2009) and test (2010) years, FNEI did not use any specific inflation rate.  FNEI 
forecast each specific OM&A account based on expected expenditures in 2009 and 2010.  Please 
also note that the 2009 OM&A costs included 9 months of actual expenditures.

(b)  As noted above, FNEI has reviewed each expenditure account and made a forecast for 2009 
and 2010 based on actual expenditures incurred over the first 9 months of 2009 and the expected 
costs to be included in each account based on the expected work to be done.

With respect to wages and benefits, these costs have been forecast on an individual employee 
basis to reflect that some of the positions will be filled for a full 12 months (whereas the 
positions were partially filled in previous years), the addition of new positions and adjustments 
to other positions that reflect changes in qualifications. No general inflationary increase was 
forecast.
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50. Ref: OEB’s Filing Requirements for Transmitters and Distributors, Appendix 2-F –
Summary of OM&A Expenses, Appendix 2-F

Preamble:  The Filing Requirements require that FNEI complete a table that 
provides a Summary of OM&A expenses, with certain parameters that are not included in 
the summary documents provided in evidence by FNEI in the pre-filed evidence.

Questions/Requests: 

Please complete the Table provided at Appendix 2-F of the Filing Requirements.  Please 
state any and all assumptions made to fully complete the table. 

RESPONSE

Appendix 2-F is designed for distributors on a three-year rebasing schedule.  Much of the 
information requested in Appendix 2-F was already provided in FNEI’s application (please refer 
to Exhibit 4, Tab 2, Schedule 3).  

The key information required under Appendix 2-F which is currently unavailable in FNEI’s 
application is: percent change (year over year); percent change test year vs. most current actuals; 
and percent change test year vs. last Board approved year.  Values are provided below for 
operations (Account 4805 to 4850 inclusive), maintenance (Account 4905 to 4965 inclusive), 
administration (Account 5605 to 5665 inclusive) and Total OM&A costs.  Note that the tables 
below reference updated audited financials for 2009 OM&A costs – thus these 2009 numbers 
below will differ from those outlined in Exhibit 4, Tab 2, Schedule 3.

Percent Change (Year Over Year):

2002 2003 2004 2005 2006 2007 2008 2009 2010
Operations 64% 8% 139% -50% 29% 31% -3% 10% 46%
Maintenance 21% 16% -33% 103% -29% 45% -27% 49% -1%
Administrative 28% -2% -53% 84% 12% -4% -18% 17% 26%
Total O, M & A 
Costs 77% -24% -29% 32% 4% 11% -19% 21% 24%

Percent Change (Test Year vs. Most Current Actuals):

2009 2010 % Change
Operations 432.9 634.14 46%
Maintenance 471.9 468.0 -1%
Administrative 1676.0 2117.5 26%
Total O, M & A 
Costs 2733.3 3386.1 24%
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Percent Change (Test Year vs. Last Board Approved Year)

2002 2010 % Change
Operations 188.8 634.14 236%
Maintenance 265.7 468.0 76%
Administrative 1936.3 2117.5 9%
Total O, M & A 
Costs 3354.6 3386.1 1%
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51. Ref: OEB’s Filing Requirements for Transmitters and Distributors, s.2.5.5 – Shared 
Services and Corporate Cost Allocation

Preamble:

(1) FNEI has not provided a Tab or Schedule describing how it receives shared 
services or performs corporate cost allocation.  Staff would direct FNEI to refer to 
Section 2.5.5 and Appendix 2-A of the Filing Requirements for information required 
in the application and definitions regarding what constitutes shared services and 
corporate cost allocation activities.

(2) Staff believes it is clear that FNEI has a number of agreements with other 
companies, including local distribution companies, and transmission companies, 
that would qualify for consideration and listing as shared services and/or corporate 
cost allocation activities.

Questions/Requests:

(b) Please provide a completed Appendix 2-M, including all historicals, actuals, bridge 
year, and test year amounts (or forecasts) as per the OEB’s Filing Requirements.  
Additional rows may be added if required to provide further data or explanation.

(c) Please provide any 3rd party review(s) of the cost allocation methodology applied. 

RESPONSE

See response to Board Staff IR 1(b).  There are no transactions that fall within the definitions of 
“shared services” or “corporate cost allocation”.  
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52. A. 

Ref: Ex 4/T2 – OM&A Variance Analysis 

Please complete the following table for all FNEI OM&A accounts:

Table - Variance Analysis, on percentage 
basis 

Actual or Forecast Amount 
($000)

%increase

Account # and Description 2007 2008 2009 2010 2008 2009 2010

4810 (as example) 59.5 71.4 86.9 104.2 20% 22% 20%

…

…

…

…

Total OM&A

(a) For each account, and for each variance that exceeds a 10% increase in costs year 
over year, please indicate:

(i) the drivers of the increase and in the case of forecasted amounts, the 
assumptions used to determine the forecasted increase; and 

(ii) provide all reasons for the assumptions made in determining the amounts. 

RESPONSE

Please see the attached table (note that accounts with $0 balances for 2007 through 2010 were 
removed).  Note that this table references updated audited financials for 2009 OM&A costs –
thus the 2009 numbers below will differ from those outlined in Exhibit 4, Tab 2, Schedule 3.  
Many of the variances were explained in Exhibit 4, Tab 2, Schedule 2.  We have provided 
additional explanation as to the variances where needed, below.
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Each account is addressed in turn:

 4810 - Load Dispatching:  See pgs 2-3, Exhibit 4, Tab 2, Schedule 2.  Increases in 2009 
and 2010 are due to increases in Hydro One’s labour costs

 4815 - Station Buildings & Fixtures Expenses:  See pg 3, Exhibit 4, Tab 2, Schedule 2.  
The total dollar amounts are not significant, and vary from year-to-year due to the timing 
of planned maintenance.  Year 2008 saw more maintenance than the previous year.  
There was less maintenance carried out in 2009, but it is anticipated that in 2010 more 
planned maintenance will be carried out.

 4820 - Transformer Station Equipment - Operating Labour:  See pg 3, Exhibit 4, Tab 2, 
Schedule 2.

 4850 – Rents:  See pgs 4-5, Exhibit 4, Tab 2, Schedule 2.

 4916 - Maintenance of Transformer Station Equipment:  See pg 5, Exhibit 4, Tab 2, 
Schedule 2.  The variations in this Account are due to emergency maintenance 
requirements.  There has been a steady increase in costs in this Account because as a 
result of putting spare transformers on potential and integrating De Beers’ assets, FNEI 
has more transformer station equipment.

 4930 - Maintenance of Towers, Poles & Fixtures:  See pgs 5-6, Exhibit 4, Tab 2, 
Schedule 2.  The increases in 2008 and 2009 are due to more extensive maintenance work 
being carried out on the line between Kashechewan and Attawapiskat.

 5415 - Energy Conservation:  See pg 8, Exhibit 4, Tab 2, Schedule 2.  

 5420 – Community Safety:  See pgs. 8-9, Exhibit 4, Tab 2, Schedule 2.  These amounts 
are small.  As a result of the accident at the Kashechewan Transformer Station where a 
child was injured, FNEI has increased its safety seminars in the communities.

 5605 - Executive Salaries & Expenses:  See pgs 9-10, Exhibit 4, Tab 2, Schedule 2.

 5610 - Management Salaries & Expenses:  See pgs 10-11, Exhibit 4, Tab 2, Schedule 2.  
The increase in 2010 is due to having replaced the Operations Manager who is off on 
long-term disability.  

 5615 - General Administrative Salaries & Expenses:  See pg 11, Exhibit 4, Tab 2, 
Schedule 2.  The escalation in 2009 was due to hiring a summer student in the office, as 
well as escalation in salaries/wages for FNEI’s office staff.

 5620 - Office Supplies & Expenses:  See pg 11, Exhibit 4, Tab 2, Schedule 2.
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 5630 - Outside Services Employed:  See pgs 11-13, Exhibit 4, Tab 2, Schedule 2.  The 
increase forecast for 2010 appears to be an increase over 2009, but in fact 2009 was a fair 
drop compared to previous years.  The forecast for 2010 (although up over 2009) is still 
low when compared to historic figures.

 5655 - Regulatory Expenses:  See pg 13-14, Exhibit 4, Tab 2, Schedule 2.  The increase 
in regulatory expenses in 2009 and 2010 are due to the rate case, and keeping informed as 
to regulatory changes due to the Green Energy Act (e.g., transmission development 
planning, etc.).

 5665 - Miscellaneous General Expenses:  See pg 14, Exhibit 4, Tab 2, Schedule 2.  In 
2010, FNEI set aside funds for two best practices meetings among FNEI and the three 
LDCs to determine whether there are ways to enhance operating efficiencies.

 5670 – Rent:  See pgs 14-15, Exhibit 4, Tab 2, Schedule 2.  The increase in rent from 
2008 to 2009/2010 is due to FNEI taking over additional needed space in its main office 
in Timmins.

 5675 - Maintenance of General Plant:  See pg 15, Exhibit 4, Tab 2, Schedule 2.
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52. B. 

Ref : OEB’s Filing Requirements for Transmitters and Distributors, s.2.5.2, and Appendix 
2-H – OM&A Cost Driver Tables

Preamble:

(1) The Filing Requirements require that the company file a table of OM&A cost 
drivers, Appendix 2-H, for each account.  For each year, a detailed explanation of 
the variance for each account is required.  Please use a materiality threshold of 
$25,000 when deciding whether to include an item as part of a miscellaneous “cost 
driver”.

(2) In order for Board staff to test prudence of FNEI’s 2010 budget, it is 
necessary to determine how the budgets were developed, what is driving the 
increase, and what are the benefits of the increased costs.  

Questions/Requests:

(a) Please complete the Table at Appendix 2-H (see below) for each of FNEI’s OM&A 
accounts, defining cost drivers for amounts exceeding a materiality threshold of $25,000, 
and for each account:

(i) Indicate how FNEI generated the budget for the account, in general;

(ii) How FNEI developed the budget for the account for the 2010 test year.  

(iii) For each cost driver that exceeds the materiality threshold, please provide 
the drivers of the increase, and in the case of forecasted amounts, the assumptions 
used to determine the forecasted increase for the particular cost driver. 

RESPONSE

Please see attached.



Appendix 2-H
OM&A Cost Driver Table
Account 4810

OM&A 2001 
Board 
Approv
ed

2002 
Actual

2003 
Actual

2004 
Actual

2005 
Actual

2006 
Actual

2007 
Actual

2008 
Actual

2009 
Actual

2010 
Test 
Year

Previous Year 
Total   100.0   100.0     64.4     87.7   110.3   116.0   136.8   172.9   154.8   208.9 

Cost Driver #1    (35.6)     40.8     24.2     20.2     38.2    (18.9)     44.7     33.7 
Cost Driver #2    (17.5)      (1.6)        5.7        0.6      (2.1)        0.8        9.4      (3.9)
Cost Driver #3
Cost Driver #4

Closing Balance     64.4     87.7   110.3   116.0   136.8   172.9   154.8   208.9   238.7 

Cost Driver # 1: Hydro One Operating Contract
Cost Driver # 2: Telecommunication Costs

Cost Driver # 1 is the Operating Contract between FNEI and Hydro One. The variance in price year to 
year can be explained by an escalation in costs due to increased hourly rates for the operators as well as 
FNEI bringing on new assets increasing the complexity of the system.

Cost Driver # 2 is the cost of telecommunciations for the operators to access the scada systems in each 
of the three substations. The variance in costs is due to the number of modem calls required and the 
general escalation of the costs of operating and maintaining these telecommunication links.



Appendix 2-H
OM&A Cost Driver Table
Account 4815

OM&A Account 2001 
Board 
Approv

2002 
Actual

2003 
Actual

2004 
Actual

2005 
Actual

2006 
Actual

2007 
Actual

2008 
Actual

2009 
Actual

2010 
Test 
Year

Previous Year Total          -            -     107.5     91.5     66.8     62.1     70.3     59.5     71.4     48.3 
Cost Driver #1     20.8        1.2      (1.6)        1.7        7.9      (4.8)        5.6        2.4     10.7 
Cost Driver #2     86.7    (17.2)    (23.1)      (6.4)        0.3      (6.0)        6.3    (25.5)     45.2 
Cost Driver #3
Cost Driver #4

Closing Balance   107.5     91.5     66.8     62.1     70.3     59.5     71.4     48.3   104.2 

Cost Driver # 1: Electricity costs at each station
Cost Driver # 2:Misc station building and yard costs

In FNEI’s initial rate application this specific account was not budgeted for. As FNEI began operations it 
realized that it did have costs that would fit into this specific USofA account and so began recording 
costs in this account.

Cost Driver #1 is the electricity costs to operate the control buildings and related storage sheds and 
security lighting. This electricity is supplied and bought from the local distributor. FNEI is forecasting an 
increase in 2010 due escalation in electricity costs due to increasing rates as well as forecasted increased 
consumption mainly due to heating requirements.

Cost Driver #2 is the miscellaneous station building maintenance and station yard costs that are not 
capitalized. Reviewing 2002 actual costs, FNEI’s first full year of operation, there were a lot of costs that 
most likely should have been capitalized in account 1715. Since then FNEI has firmed up its capitalization 
policy and has avoided this in subsequent years. The escalation in costs for 2010 is projected to be due 
mainly to maintenance of buildings that is planned for this year.



Appendix 2-H
OM&A Cost Driver Table
Account 4850 Rents

OM&A Account 2001 
Board 
Approv

2002 
Actual

2003 
Actual

2004 
Actual

2005 
Actual

2006 
Actual

2007 
Actual

2008 
Actual

2009 
Actual

2010 
Test 
Year

Previous Year Total     15.0     15.0     16.9     17.3   267.6     33.7     66.6     68.2     69.9     78.5 
Cost Driver #1   250.0  (232.3)     32.3        0.5        2.5      (1.0)      (1.0)
Cost Driver #2        1.9        0.4        0.3      (1.6)        0.6        1.1      (0.8)        9.6     24.5 
Cost Driver #3
Cost Driver #4

Closing Balance     16.9     17.3   267.6     33.7     66.6     68.2     69.9     78.5   102.0 

Cost Driver # 1: Albany 67 Reserve Land fees
Cost Driver # 2: MNR Land use Fees

Cost driver number one is the annual fee that FNEI pays to the Kashechewan First Nation and the Albany 
First Nation for use of Albany 67 reserve lands. The amount of this fee was not determined when FNEI 
applied for its initial rates application. In 2004, the agreed upon amount of $25.0 per year per First 
Nation was paid retroactive to 2000. Subsequent to that FNEI has generally instituted accounting policy 
to accrue this amount on an annual basis whether or not it is actually paid out.

Cost Driver #2 is the Ontario Ministry of Natural Resources Land Use Permit fees. These fees have 
remained stable historically but have increased in 2009 and 2010 due to cost escalation and the addition 
of the fibre optic line on the original right of way Kashechewan to Attawapiskat, the full effect of this to 
be felt in 2010.



Appendix 2-H
OM&A Cost Driver Table
Account 4916

OM&A Account 2001 
Board 
Approv

2002 
Actual

2003 
Actual

2004 
Actual

2005 
Actual

2006 
Actual

2007 
Actual

2008 
Actual

2009 
Actual

2010 
Test 
Year

Previous Year Total   143.3   143.3   265.7   225.4   131.3   275.2   126.2   346.2   196.9   251.4 
Cost Driver #1        1.9     15.0    (16.3)        5.3        2.4      (2.1)        5.8        9.0 
Cost Driver #2     38.5    (24.6)     72.5    (86.2)   133.7    (97.0)     23.4      (0.4)
Cost Driver #3     62.3    (39.4)      (9.1)     16.2     25.6    (12.6)      (5.0)     51.9 
Cost Driver #4        6.3     14.7      (6.1)        2.1     16.9    (10.5)        6.6 
Cost Driver #5   122.4  (143.0)    (51.5)     82.1    (78.2)     56.2    (54.4)     40.7     29.4 
Closing Balance   265.7   225.4   131.3   275.2   126.2   346.2   196.9   251.4   348.0 

Cost Driver # 1: Meter Service Provider Costs-Contract with Hydro One
Cost Driver # 2: Standby Generator Maintenance Costs
Cost Driver # 3: Station-Emergency Maintenance Costs
Cost Driver # 4: Station-Substation Vehicle Operation and Maintenance
Cost Driver # 5: Station-Planned Maintenance Costs

Cost Driver # 1 is the meter service provider contract cost with Hydro One. The variances are due to 
work being required to respond to metering problems that could not be resolved with local community 
help or remote diagnostics and repair.

Cost Driver # 2 is costs relating to the maintenance of the standby generators in Attawapiskat and 
Kashechewan. The variances are due to maintenance being performed as required at both locations. It 
was more economical to do all maintenance required at both locations in one mobilization, rather than 
try to spread the maintenance out over several years.

Cost Driver # 3 is costs relating to emergency maintenance at each substation. The large variance in the 
test year compared to the prior year is due to the fact that it is difficult to budget for emergencies, the 
budget amount is a reasonable amount given the activity over the previous years.

Cost Driver # 4 is the cost of the operations and maintenance of pickup truck vehicles in Kashechewan 
and Fort Albany. Variances are due to unforeseen maintenance expenses due to the remote locations 
and rough roads and terrain that FNEI operates in. As these are remote sites, the vehicles can only be 
transported out for maintenance during the winter road season.

Cost Driver # 5 is planned station maintenance costs. The spike in 2002 was due to the initial 
maintenance program that FNEI undertook in 2002 which utilized the resources of SNC Lavalin and other 
external resources. This was a onetime expense that did not re-occur. As with other expenditures in 
fiscal 2002 current FNEI capitalization practice would most likely have resulted in a bulk of these 
expenses being capitalized as station equipment improvements. The other variances, high one year, and 
low the next year, are the result of FNEI scheduling its major maintenance mainly over two years to 
avoid higher mobilization costs.



Appendix 2-H
OM&A Cost Driver Table
Account 4930

OM&A Account 2001 
Board 
Approv

2002 
Actual

2003 
Actual

2004 
Actual

2005 
Actual

2006 
Actual

2007 
Actual

2008 
Actual

2009 
Actual

2010 
Test 
Year

Previous Year Total     57.0     57.0          -       73.5     76.7   147.2   175.6     90.9  120.3   220.5 
Cost Driver #1     20.0    (20.0)        9.4   126.0  (102.7)    (26.4)    16.6     13.1 
Cost Driver #2    (13.2)     22.7     59.6    (29.1)     12.1     61.9    76.5  (136.5)
Cost Driver #3     66.7        0.5        1.5    (68.5)        5.9      (6.1)       7.0     23.0 

Current Yr Total:          -       73.5     76.7   147.2   175.6     90.9   120.3  220.5   120.0 

Cost Driver # 1: Emergency Maintenance Poles
Cost Driver # 2: Planned Maintenance Poles
Cost Driver # 3: On Call Service Contract with Hydro One.

This account had no expenditures in fiscal 2002.

Cost Driver # 1 is emergency maintenance on the poles. The major variance was due to damage from 
the ice during the 2006 breakup of the Albany River. Two poles were knocked down as well as some guy 
wire damage.

Cost Driver # 2 is planned maintenance poles. FNEI has two helicopter patrols a year. If these poles 
identify any leaning poles or other issues, a maintenance plan is made up and implemented either in the 
fall if required or normally the following winter. The variances from year to year can be explained by 
some years maintenance is not required while other years require more extensive maintenance. The 
FNEI pole line is located in the James Bay lowlands which has a lot of swamp and muskeg. Anchor 
replacement can only be done in the winter. Fiscal 2009 saw extensive maintenance work done on the 
line between Kashechewan and Attawapiskat.

Cost Driver 3 # is the On Call Service Contract with Hydro One. These services were utilized fairly 
extensively in 2003 and 2005 causing the spike in costs those years. FNEI anticipates a slight increase in 
2010 expenditure for this cost driver in 2010.



Appendix 2-H
OM&A Cost Driver Table
Account 5335

OM&A Account 2001 
Board 
Approv

2002 
Actual

2003 
Actual

2004 
Actual

2005 
Actual

2006 
Actual

2007 
Actual

2008 
Actual

2009 
Actual

2010 
Test 
Year

Previous Year Total          -            -     904.3     73.2     83.6    (20.1)    (51.4)    (46.6)    (46.2)     34.2 
Cost Driver #1   904.3  (831.1)     10.4  (103.7)    (31.3)        4.8        0.4     80.4    (34.2)

Current Yr Total:   904.3     73.2     83.6    (20.1)    (51.4)    (46.6)    (46.2)     34.2        0.0 

Cost Driver # 1: Allowance for Doubtful Accounts

The variances year to year in this account are explained in detail in the bad debt expense continuity 
table and elsewhere.

Appendix 2-H
OM&A Cost Driver Table
Account 5410

OM&A Account 2001 
Board 
Approv

2002 
Actual

2003 
Actual

2004 
Actual

2005 
Actual

2006 
Actual

2007 
Actual

2008 
Actual

2009 
Actual

2010 
Test 
Year

Previous Year Total     50.0     50.0     59.6     55.9     69.7     62.5     61.6   201.0   119.1     75.2 
Cost Driver #1        9.6    (26.2)        4.5        0.8      (0.5)     20.4    (17.1)        1.1     14.3 
Cost Driver #2     20.0      (1.7)        3.7 
Cost Driver #3     22.6    (23.6)      (4.6)        0.8     97.1    (44.9)    (42.1)    (11.5)
Cost Driver #4     13.0      (3.4)        0.6     18.2    (19.9)      (2.9)        7.9 

Current Yr Total:     59.6     55.9     69.7     62.5     61.6   201.0   119.1     75.2     86.0 

Cost Driver # 1: Newsletter and Translator Costs
Cost Driver # 2: Scholarship and Regional Gathering Support
Cost Driver # 3: Other Public Relations Costs
Cost Driver # 4: Promotional Materials

The variances in 2007 compared to 2006 can be attributed to Cost driver number 3, Other Public 
Relations Costs. 2007 was FNEI’s 10th anniversary and approximately $100k was spent in hosting this 
celebration. The bulk of these costs were transportation costs to bring leaders and people instrumental 
in the success of FNEI to the celebration in Timmins. This was a one time cost that FNEI does not expect 
to re-occur.



Appendix 2-H
OM&A Cost Driver Table
Account 5605

OM&A Account 2001 
Board 
Approv

2002 
Actual

2003 
Actual

2004 
Actual

2005 
Actual

2006 
Actual

2007 
Actual

2008 
Actual

2009 
Actual

2010 
Test 
Year

Previous Year Total   160.0   160.0     78.2   118.6   168.5   200.3   180.9   248.4   246.7   528.3 
Cost Driver #1    (81.8)     40.4     49.9     31.8    (19.4)     67.5    (33.9)   129.9     80.7 
Cost Driver #2     32.2   151.7     56.5 
Cost Driver #3
Cost Driver #4

Current Yr Total:     78.2   118.6   168.5   200.3   180.9   248.4   246.7   528.3   665.5 

Cost Driver # 1: Board of Directors Expenses
Cost Driver # 2: CEO Expenses

Cost Driver # 1 recorded in this account is the costs for the Board of Directors including honoraria, 
travel, and disbursements. The variances are directly attributable to the number of meetings required in 
one fiscal year. Depending on the maintenance and capital project activity, the number of board 
meetings required either increase or decrease. The spike in 2009 was discussed elsewhere in the 
evidence and relates to additional meetings required by the Board and the newly hired CEO. FNEI’s 
directors are located in FNEI’s remote communities which have high travel costs. A need for an annual 
joint meeting with FNEI Board of Directors and the Chiefs of the five communities was identified and 
$100k has been budgeted for this in 2010.

Cost Driver # 2 relates to the costs to identify and then hire a CEO. FNEI did not have a CEO prior to 
January 1, 2009. As will be discussed in a subsequent table, the majority of CEO related responsibility 
was covered under account 5630 Outside Services. FNEI started the process in 2008 to hire a CEO and 
bring a lot of these responsibilities in house. It is anticipated that the costs for 2010 will level out and 
only regular escalation due to inflation, etc. will occur in subsequent years.



Appendix 2-H
OM&A Cost Driver Table
Account 5610

OM&A Account 2001 
Board 
Approv

2002 
Actual

2003 
Actual

2004 
Actual

2005 
Actual

2006 
Actual

2007 
Actual

2008 
Actual

2009 
Actual

2010 
Test 
Year

Previous Year Total   124.0   124.0   157.9   130.6   159.4   183.4   230.3   161.8   151.7   102.8 
Cost Driver #1     16.4        5.0        9.6        5.2     28.1    (42.1)     12.9    (35.9)     70.6 
Cost Driver #2        4.1      (7.6)        7.9        6.2        0.5        3.9      (5.0)        6.3      (1.6)
Cost Driver #3     13.3    (24.8)     11.3     12.6     18.3    (30.3)    (18.0)    (19.3)     35.7 

Current Yr Total:   157.9   130.6   159.4   183.4   230.3   161.8   151.7   102.8   207.5 

Cost Driver # 1:Maintenance Supervisor Salary and Benefits
Cost Driver # 2: Telecommunication Costs
Cost Driver # 3: Maintenance Supervisor Travel, Vehicle, Misc. Disbursements

Cost Driver # 1 for this account is the salary and benefits for the Maintenance Supervisor position. The 
spike in costs in 2006 can be explained by additional salary paid for overtime required in restoring the 
line due to damage caused by ice during breakup of the Albany river. 

Cost Driver # 2 covers the telecommunication costs for the Timmins office as well as the cell phones of 
the staff. These costs have been fairly consistent over the years with minor spikes correlating to 
additional long distance calls, etc.

Cost Driver # 3 covers the additional costs for the Maintenance Supervisor position including the costs 
for a vehicle, travel other than travel to the substation sites, and other disbursements. The spike in 2006 
is due to the additional work required to repair the outage. 

This position was vacant for 2009 due to illness of the Maintenance Supervisor. A contract employee 
was hired for part of that year. A new fulltime hire was completed in March 2010 which explains the 
anticipated spike in expenditures for 2010 and subsequent years.



Appendix 2-H
OM&A Cost Driver Table
Account 5615

OM&A Account 2001 
Board 
Approv

2002 
Actual

2003 
Actual

2004 
Actual

2005 
Actual

2006 
Actual

2007 
Actual

2008 
Actual

2009 
Actual

2010 
Test 
Year

Previous Year Total     65.0     65.0     61.5     26.0        6.8     38.7     64.6     45.5     38.7     53.7 
Cost Driver #1     36.0        9.1        0.1      (7.2)     12.0      (3.6)
Cost Driver #2      (3.5)    (35.5)    (19.2)      (4.1)     16.9    (19.2)        0.4        2.9        1.8 
Cost Driver #3     63.8 
Current Yr Total:     61.5     26.0        6.8     38.7     64.6     45.5     38.7     53.7   115.7 

Cost Driver # 1: Administrative Assistant Salary and Benefits
Cost Driver # 2: Other related costs and travel
Cost Driver # 3: Office Manager Salary and Benefits

The cost driver responsible for the variances in this account is the Salary and Benefits for the 
Administrative Assistant position. FNEI first staffed this position in 2005 which accounts for the spike 
that year. 

Cost Driver # 2 was responsible for the spike the following year. FNEI had to replace the individual in this 
position as well as the Maintenance Supervisor position. The costs in driver # 2 were the advertising 
costs and the costs for interviewee’s to attend at FNEI’s offices for the interviews.

Cost Driver # 3 for 2010 is the salary and benefits for a new Office Manager position.



Appendix 2-H
OM&A Cost Driver Table
Account 5630

OM&A Account 2001 
Board 
Approv

2002 
Actual

2003 
Actual

2004 
Actual

2005 
Actual

2006 
Actual

2007 
Actual

2008 
Actual

2009 
Actual

2010 
Test 
Year

Previous Year Total   230.0   230.0   239.3   252.1   562.3   621.5   648.6   720.4   555.6   429.2 
Cost Driver #1     18.4    (10.6)      (1.8)        2.6        3.8        4.4      (1.0)        2.3 
Cost Driver #2      (6.3)        4.0      (4.0)     10.4        1.7      (2.5)     35.8 
Cost Driver #3        9.3    (21.8)   102.4      (7.9)    (17.8)     13.8  (109.8)    (27.4)     21.0 
Cost Driver #4     34.5     35.8     16.5        3.0     25.5    (26.4)     48.1    (16.8)
Cost Driver #5   114.7        7.8     60.2        0.4     15.5  (124.6)        6.0 
Cost Driver #6    (11.9)     63.9     48.6    (31.2)     26.6    (48.5)    (19.0)     25.8 

Current Yr Total:   239.3   252.1   562.4   621.5   648.6   720.4   555.6   429.2   503.3 

Cost Driver # 1: Auditing Fees
Cost Driver # 2: Accounting Services
Cost Driver # 3: Consulting Services
Cost Driver # 4: Transmission Consulting Services
Cost Driver # 5: Project Coordination
Cost Driver # 6: Payroll Administration, Travel, Misc related costs

As discussed elsewhere, FNEI has relied on external consultants for most of it’s management and 
expertise. The variances in these cost drivers can be explained by the volume of activity in those specific 
years. Years with much activity resulted in additional costs, while years with less activity resulted in a 
reduction in costs compared to the previous year.

Cost Driver # 1 is the cost for an external auditing firm to prepare FNEI’s audits. The spike in 2003 
resulted due to additional audit work being required that year.

Cost Driver # 2 is the cost for a contracted individual to provide bookkeeping and cash management 
services for FNEI. This cost has remained fairly flat however the spike in 2010 is in anticipation of the 
additional work for FNEI to switch to IFRS. This has been estimated at $100k amortized over three years, 
2010, 2011, and 2012.

Cost Driver # 3 is general consulting services. These service spiked in 2004 due to the volume of work 
required during that year and have steadily declined with the exception of 2007 when additional activity 
was required hiring a new Maintenance Supervisor and Administrative Assistant. 2009 saw a lower than 
normal amount of activity however the amount budgeted for 2010 is what FNEI anticipates it will 
require for that year and going forward.

Cost Driver # 4 is the cost of FNEI hiring a retired senior Hydro One employee to provide advice on the 
operation and maintenance of the substations and pole lines. This saw a spike in 2009 due to the 



position of Maintenance Supervisor being vacant and the responsibility of that work falling upon this 
individual. 

Cost Driver # 5 is the services of a Project Coordinator. This individual served as the coordinator of the 
FNEI transmission line project prior to construction and was responsible for all aspects of coordinating 
the project from acquiring financing and necessary permissions to overseeing the overall construction 
project and development of the company. Prior to 2004 these costs were capitalized. These costs were 
reduced significantly in 2009 with the hiring of the CEO.

Cost Driver # 6 is a combination of payroll administration costs, travel costs not attributable to specific 
capital projects for the above mentioned individuals, as well as some offsite electronic data storage. 
These costs follow closely the other cost drivers with the exception of the payroll administration which 
has been fixed at $6.0 (thousand) per year since 2003.

Appendix 2-H
OM&A Cost Driver Table
Account 5635

OM&A Account 2001 
Board 
Approv

2002 
Actual

2003 
Actual

2004 
Actual

2005 
Actual

2006 
Actual

2007 
Actual

2008 
Actual

2009 
Actual

2010 
Test 
Year

Previous Year Total   486.4   486.4   280.4   103.4   223.5   211.4   222.5   112.6     91.0     91.4 
Cost Driver #1     93.4        5.1    (12.1)     11.2      (5.2)      (1.4)        0.4      (2.4)
Cost Driver #2     10.0   115.0      (0.1)  (104.7)    (20.2)
Cost Driver # 3  (206.0)  (280.4)
Current Yr Total:   280.4   103.4   223.5   211.4   222.5   112.6     91.0     91.4     89.0 

Cost Driver # 1: Property, Vehicle and Tenant Insurance
Cost Driver # 2: Hydro One Insurance Backstop Fee
Cost Driver # 3: Contribution to Insurance Reserve

When FNEI began construction the insurance industry was still reeling from the claims due to the 
Quebec ice storm. FNEI was not able to obtain line insurance and so began funding its own self-
insurance fund. Cost driver number 3 was only recorded as an expense in fiscal 2002 at which time 
accounting policy was firmed up and contributions to the reserve fund were disclosed on the balance 
sheet only. FNEI was required by its lenders to have an insurance reserve fund of $5M. While this 
account was being funded to this amount FNEI entered into an agreement with Hydro One where for an 
annual fee of $125.0 (thousand) Hydro One would “backstop” any losses beyond what FNEI had already 
contributed to its insurance reserve fund to a maximum of $5M. The variances cost driver number 2 
show the beginning and the ending of these payments.

Cost Driver # 1 are the annual premiums that FNEI pays for property insurance for all of its assets with 
the exception of the transmission line. Variances are due to assets coming on line as well as slight 
decreases due to premiums being lowered since FNEI has had no insurance claims for those periods.



Appendix 2-H
OM&A Cost Driver Table
Account 5640

OM&A Account 2001 
Board 
Approv

2002 
Actual

2003 
Actual

2004 
Actual

2005 
Actual

2006 
Actual

2007 
Actual

2008 
Actual

2009 
Actual

2010 
Test 
Year

Previous Year Total     69.6     69.6   161.7   141.4   171.9   143.7   154.0   148.0   138.9   138.2 
Cost Driver #1     92.1    (20.3)     30.5    (28.2)     10.3      (6.0)      (9.1)      (0.7)        1.8 

Current Yr Total:   161.7   141.4   171.9   143.7   154.0   148.0   138.9   138.2   140.0 

Cost Driver # 1:Liability Insurances

The cost driver in this account is the various liability insurances that FNEI maintains. The spike in 2002 is 
when FNEI began expensing this insurance. There was a slight increase in 2004 due to higher premiums 
assessed that year however the following year the premiums were reduced and have stabilized at 
around $140.0 per year.

Appendix 2-H
OM&A Cost Driver Table
Account 5655

OM&A Account 2001 
Board 
Approv

2002 
Actual

2003 
Actual

2004 
Actual

2005 
Actual

2006 
Actual

2007 
Actual

2008 
Actual

2009 
Actual

2010 
Test 
Year

Previous Year Total   350.0   350.0   241.9   261.3   257.3   210.1   312.0   295.9   201.0   313.0 
Cost Driver #1    (36.5)    (81.4)      (0.7)        3.6      (2.8)        1.7      (3.0)     18.0 
Cost Driver #2    (67.2)     84.3      (1.2)    (45.5)   101.4    (18.6)    (89.7)   113.9        5.8 
Cost Driver #3      (4.4)     16.5      (2.1)      (5.4)        3.3        0.9      (2.2)      (2.0)        6.2 

Current Yr Total:   241.9   261.3   257.3   210.1   312.0   295.9   201.0   312.9   343.0 

Cost Driver # 1: Rate Design Consultant Costs
Cost Driver # 2: Legal Costs
Cost Driver # 3: OEB Fees and Assessments

The variances in this account are due to the level of regulatory activity required year to year, some years 
requiring more work and other years less. The spike in 2009 is due to preparation and work on the cost 
of service application FNEI is currently undergoing.



Appendix 2-H
OM&A Cost Driver Table
Account 5665

OM&A Account 2001 
Board 
Approv

2002 
Actual

2003 
Actual

2004 
Actual

2005 
Actual

2006 
Actual

2007 
Actual

2008 
Actual

2009 
Actual

2010 
Test 
Year

Previous Year Total     25.0     25.0     707.0         846.1  (679.9)        3.4 
Cost Driver #1   682.0     139.1     (1,526.0)   679.9 
Cost Driver #2        3.4     26.6 

Current Yr Total:   707.0     846.1        (679.9)          -            -            -            -          3.4     30.0 

Cost Driver # 1: Market Readiness Costs
Cost Driver # 2: Joint meetings with local distribution companies

FNEI incurred significant expenses preparing itself and the three local distribution companies for Market 
Opening. FNEI had requested reimbursement from one of its original funding sources, Indian and 
Northern Affairs Canada and was successful in having a significant portion of these costs reimbursed. 
These costs did not reoccur.

FNEI determined the need in 2009 for regular joint meetings with the three First Nation Power 
Corporations. This is cost driver number two and the anticipated costs to hold these meetings.

Appendix 2-H
OM&A Cost Driver Table
Account 5675

OM&A Account 2001 
Board 
Approv

2002 
Actual

2003 
Actual

2004 
Actual

2005 
Actual

2006 
Actual

2007 
Actual

2008 
Actual

2009 
Actual

2010 
Test 
Year

Previous Year Total          -            -          8.0     40.3        6.9        5.4        2.9        3.6        3.4 
Cost Driver #1        8.0     32.3    (33.4)      (1.5)      (2.5)        0.7      (0.2)        4.1 

Current Yr Total:          -          8.0     40.3        6.9        5.4        2.9        3.6        3.4        7.5 

Cost Driver # 1: Maintenance of Office Building

The spike in 2004 is due to FNEI performing its due diligence in determining whether the office building 
that they began renting space in during 2003 was suitable for purchase. It was determined that the 
building was not suitable. The remaining variances are due to slight increases or decreases in general 
janitorial and minor maintenance costs.
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53. Ref: OEB’s Filing Requirements for Transmitters and Distributors, s.2.5.2; Ex 
4/Tab/S3/p.1 – Account 5655 - Regulatory Costs

Preamble:  The Filing Requirements state that the utility is to complete a table of 
regulatory costs incurred over a number of years, and there are significant increases year 
over year from 2009 to 2010 in this account.

Questions:

(a) Please complete Appendix 2-I of the Filing Requirements for regulatory costs.

(b) Regulatory expenses have increased from $220,000 in 2009 to $343,000 in the test 
year.  An increase of 56% year over year.  Please provide the cost drivers behind this 
increase. Please identify and state any costs that are one-time costs. Please also explain how 
the utility proposes to deal with any one-time costs. 

(c) Does the increase in costs make the assumption that the proceeding will require an 
oral hearing, technical conference, and settlement conference?  If so, how much cost is 
attributed to these items?  In the event that some of these events are not required, does 
FNEI intend to revise its forecast for regulatory expenses to be incurred in 2010? 

RESPONSE

(a)  Please see attached.  Please note that all legal costs have been recorded in Account 5665 
(with the exception of very small amounts that were capitalized).  This includes corporate law 
matters, commercial contracts, employment/labour, financing, land rights, litigation and 
regulatory.

(b)  The main cost drive is this rate proceeding, which FNEI is proposing to amortize over three 
years.

(c)  FNEI’s estimate was a general one – not based on the level of specificity outlined in the 
question.  Given that it has been nearly a decade since FNEI’s last proceeding as well as the 
major capital upgrades made since the last proceeding, management expected that this particular 
rate proceeding would be a significant undertaking.
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Regulatory Cost Schedule 
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54. Ref: Ex 4/T2/Sch.3/p.1 – Numerical Summary of Operations

Preamble:  There are amounts that either appear anomalous, or that represent 
significant year over year increases in certain accounts.  Discussion of these accounts 
provided below.

Questions:

(a) Account 4916 – Maintenance of Transformer Station Equipment reports figures of 
$346,200 and $348,000 in 2007 and 2010 test year, respectively.  Please explain the drivers 
of these increases over other years in the period shown in the table.

(b) Account 5605 – Executive Salaries & Expenses reports $246,700 for 2008, $437,100 
for 2009, and $665,500 for 2010 test year.  Please explain the drivers of these year over year 
increases in these accounts.  

(c) Account 5630 – Outside Services Employed reports a step increase to outside 
services employed from 2003 to 2004, which remains at a constant higher level from 2004 
through 2010 test year.  Please provide the drivers of this sustained increase, and comment 
on any offsetting effect of capital and operating contribution from De Beers in respect of its 
Victor Diamond Mine project and the twinned line installation and operation. 

RESPONSE

(a)  In 2007, there was a significant overhaul of the transformers at Fort Albany and 
Kashechewan, which required a significant deployment of equipment (back-up generators) and 
personnel.  Because of the remoteness of the locations and significant time/money required in 
deploying equipment and personnel to these sites, maintenance work on FNEI’s transformers 
tends to be “lumpy” (i.e., do as much as possible while everyone is mobilized) rather than spread 
out over many years.  For 2010, a higher figure was estimated because FNEI’s system is now 
much more robust than in previous years (as a result of spare transformers in each community 
and the twinning of much of FNEI’s system).  In 2010, additional planned maintenance will take 
place as the original system is approaching ten years in service.  Please also see Exhibit 4, Tab 2, 
Schedule 2, page 5. 

(b)  The cost drivers are explained in Exhibit 4, Tab 2, Schedule 2, page 9 and 10.  The main 
drivers for the increase in this account is the hiring of a CEO in 2009 and additional meetings 
with the Directors as well as the Chiefs of the three First Nations with the CEO.  It is anticipated 
that a higher number of meetings and associated travel costs, etc., will be required in 2010 as 
well.

(c)  The cost drivers are explained fully at Exhibit 4, Tab 2, Schedule 2, pages 11 through 13.  
Under the Connection and Cost Recovery Agreement wit De Beers, a 15% administration and 
overhead charge is to be added to actual operation and maintenance costs.  This is recorded in 
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other revenue and is used to offset the incremental cost in accounting and CEO responsibility for 
the asset.
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55. Ref: Exhibit 4 – OM&A 

Are there any one-time costs in the 2010 OMA forecast? Please identify these costs and 
explain how the utility proposes to deal with these costs. 

RESPONSE

There are regulatory costs associated with this rate case, which FNEI proposes to amortize over 
three years.  In addition, the $100,000 to convert to IFRS (amortized also over three years) is 
included.
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56. Ref: Exhibit 4 – OM&A  - Services to and from  third parties and 2009 Financial 
Statements, Related Party Transactions, p. 7

Preamble:  At various places in its OMA evidence FNEI has noted that it provides 
and receives services from member LDC’s. Further at page 7, note 5 of FNEI’s 2009 
Financial statements, identifies accounts receivable and payable as a result of Third Party 
Transactions.

(a) For the 2010 test year, what portion of total OM&A expenses is related to 
contracted services from third parties? If there is an increase in 2010 from 2009, please 
identify the reasons for the increase.

(b) Please identify how these contracted services are selected?

(c) For each contracted service, please identify the year in which a tendering process 
was used to obtain the contract.

(d) Please provide the contracts. If these contracts have been filed in response to a 
previous interrogatory, please provide that reference.

(e) The 2009 Financial statements indicates an offset to accounts receivable. This offset 
is categorized as “Allowance for doubtful accounts”. Given that FNEI does not have a Bad 
Debt expense in 2009,  please explain this entry. Please also explain how this relates to 
FNEI’s 2010 Bad Debt forecast. 

(f) For the period 2002 to 2009, please provide the OMA expenses related to contracted 
services from third parties? 

RESPONSE

(a)  Please see attached.  There is no increase in 2010.

(b), (c) and (d)  The “transactions” noted are of two types.  Payments to the First Nations are for 
land rights, whereas payments to the LDCs are for electrical power (at the stations) and 
maintenance work that FNEI asks the LDC to carry out.  There are no contracts underpinning the 
power supply from the LDC and maintenance services provided from the LDC.  Nor does FNEI 
put out to tender the maintenance services provided by the LDCs because there is no purpose in 
doing so (as explained below).  For an explanation as to why there are no contracts, please see 
the letter from FNEI’s counsel to Daria Babaie (OEB) dated May 17, 2010 (and in particular the 
second paragraph on page 5).  The letter is attached to the response to Board Staff IR 1(b).  That 
paragraph also sets out the rationale as to why the maintenance work was not tendered.  

The maintenance work carried out by the LDCs for FNEI can be done far more economically by 
LDC lineworkers than anyone else.  The three First Nation communities of Attawapiskat, Fort 
Albany and Kashechewan are remote, meaning that travel between them is via plane (no roads).  
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This makes deployment of personnel to these locations very expensive (see response to Board 
Staff IR 47(e)).  In addition, these are small communities and the only qualified people to 
provide services to FNEI at the transformer stations are LDC employees.

(e) The bad debt is created when the allowance for doubtful accounts is set up or changed, not 
when the account is ultimately written off.  The doubtful accounts are specifically identified.  If 
and when one of these identified accounts is written off, the entry reduces the allowance and 
does not affect bad debts.  We assume that the question meant to refer to 2010 and not 2009, 
because there were bad debts in 2009 of $34,224.  No changes in allowance for doubtful account 
were expected for 2010 thus no amount was budgeted.

(f)  Please see attached.



Five Nations Energy Inc. 
Historical Related Party Transactions 

201 0 
2002 2003 2004 2005 2006 2007 2008 2009 (Projected) Totals 

Attawapiskat Power Corporation 
Energy Sales: 5,012 5,052 6,265 6,025 6,495 6,480 10,200 45,528 

Other Services: 15,000 24,395 23,181 15,000 23,396 15,000 15,000 130,971 
Totals: - - 20,012 29,446 29,446 21,025 29,891 21,480 25,200 176,499 

Kashechewan Power Corporation 
Energy Sales: 16,009 11,872 10,387 11,342 19,944 14,193 18,068 20,069 23,400 145,284 

Other Services: 600 15,000 16,324 24,160 10,540 16,188 42,339 10,000 135,151 
Totals: 16,009 12,472 25,387 27,666 44,104 24,733 34,256 62,408 33,400 280,435 

Fort Albany Power Corporation 
Energy Sales: 4,394 5,175 4,769 5,555 5,837 5,700 6,008 7,003 10,644 55,086 

Other Services: 13,594 46,037 41,066 21,034 13,287 35,498 10,000 180,516 
Totals: 4,394 5,175 18,363 51,592 46,904 26,734 19,295 42,501 20,644 235,602 

Kashechewan First Nation 
Land Use Fees: 

Fort Albany First Nation 
Land Use Fees: 
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57. Ref: Exhibit 4/Tab 2/Sch. 1/p.13 – IFRS Costs

Preamble:  FNEI has included $100,000 in administration costs to cover the 
transition cost to IFRS.   

1. AcSB/PSAB Bulletin:  “Not-for-Profit Organizations – Future Financial Reporting 
Directions Update”, November 18, 2009

Page 1 of attached PDF, paragraph 6

“The existing accounting standards used by the not-for-profit sector — those from the 
CICA Handbook – Accounting— will continue to apply, unchanged, until proposed new 
directions for not-for-profit organizations in both the public and private sectors are 
developed and published for comment, consultation is conducted and the standards are 
finalized.” [Emphasis Added]

Page 1 of attached PDF, paragraph 7

“It is important to note that although Canadian publicly accountable enterprises are 
required to adopt IFRSs on January 1, 2011, not-for-profit organizations are not required 
to make a choice or to follow the same transition schedule. The transition to a new strategy 
for not-for-profit financial reporting will be based on a separate timeline that allows 
adequate time to plan and transition successfully.” [Emphasis Added]

Page 2 of attached PDF, paragraph 4

“The AcSB and PSAB plan to release an Exposure Draft for public comment in the first 
half of 2010 that proposes the possible reporting options for the sector. They encourage all 
organizations involved in the public and private not-for-profit sector to provide comments 
on the proposed reporting options. Until a new direction has been established, all 
organizations should continue to follow the existing accounting standards found in the 
CICA Handbook – Accounting.” [Emphasis Added]

Questions:

(a) As the AcSB/PSAB Bulletin:  “Not-for-Profit Organizations – Future Financial 
Reporting Directions Update”, November 18, 2009 stated in above, not-for-profit 
organizations are not required to make a choice or to follow the same transition schedule.  
Why does FNEI believe it is different from other not-for-profit organizations and can 
depart from the direction provided by the AcSb and PSAB for not-for-profit 
organizations?

(b) As stated in above, the transition to a new strategy for not-for-profit financial 
reporting will be based on a separate timeline that allows adequate time to plan and 
transition successfully. Why does FNEI believe that it should depart from a separate 
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timeline that would allow adequate time to plan and transition for not-for-profit 
organizations? 

RESPONSE

FNEI, while a non-profit organization, operates in the commercial mainstream, so from an 
accounting perspective has followed GAAP and not the non-profit organization (“NPO”)
accounting rules. 

We understand the issues raised in this and the subsequent IR response, and have had many 
discussions with our auditors about the issue, and while not definitive on this point as of yet, they 
are leaning towards IFRS as more appropriate for FNEI.    

As noted in the next IR, the Board states in its report that:

Examples of utilities that may not be required to use IFRS are utilities 
owned by First Nations incorporated as not-for-profit organizations 
under the Canada Corporations Act, as well as utilities that may not meet 
the Canadian Accounting Standards Board criteria for being publicly 
accountable and for whom some other form of generally accepted 
accounting principles has been accepted by their auditors as more 
appropriate. Note that government business enterprises are required by 
the Public Sector Accounting Board to adopt IFRS, e.g., municipally 
owned utilities. (emphasis added)

Under the concept of publicly accountable enterprises in the CICA Handbook, the Accounting 
Standards Board includes:

 public enterprises (as defined in the CICA Handbook – Accounting);

 co-operative business enterprises;

 regulated financial institutions 9 and regulated financial institution holding companies;

 rate-regulated enterprises (as defined in the CICA Handbook – Accounting); and

 government business enterprises and government business-type organizations (as defined 
in the CICA Public Sector Accounting Handbook).

Since FNEI operates in the commercial mainstream, and its operations are like any other rate-
regulated utility, FNEI’s auditors have considered GAAP reporting to be more appropriate and 
useful since it provides financial statements more comparable to those of other rate regulated 
entities.  Part of the determination as to whether to move to IFRS is a consideration of whether 
there would be any implication for reporting on a different basis than all other utilities.  
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Our auditor’s decision to utilize GAAP has been discussed with the Institute of Chartered 
Accountants of Ontario (“ICAO”), and they have agreed with our auditor’ approach.  

With the splitting of GAAP into IFRS and GAAP for private enterprise, FNEI’s options for 
reporting will be: (a) NPO; (b) IFRS; or (c) GAAP for private enterprise.  If movement to IFRS 
is not mandatory for FNEI, then it is open to FNEI to consider utilizing NPO or GAAP for 
private enterprise.  FNEI’s assessment of these options is ongoing.  Both these options are still 
somewhat in limbo. There has recently been an exposure draft for the new NPO rules that 
FNEI’s auditor is still reviewing.  Initial indications are that they might be acceptable. Under the 
old NPO rules, the major difference versus existing format would be the treatment of 
contributions in aid, which would need to be recorded as a deferred revenue as opposed to a 
reduction in capital assets as they are now.

To assist the Board to understand the $100,000 conversion cost estimate, part of the cost would 
have been required to complete a depreciation study.  The other costs would have been primarily 
for doing componentization of capital assets.  Our auditor remains of the view that even if IFRS 
is not followed by FNEI, it would not be prudent for FNEI to disclose capital assets in a manner 
that is different from other utilities, so the one time expenditures budgeted should still occur 
(whether for IFRS implementation or one of the other two options).
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58. Ref: Exhibit 4/Tab 2/Sch. 1/p.13 – IFRS Costs & Report of the Board – Transition 
to International Financial Reporting Standards, July 29, 2009

The Report of the Board - Transition to International Financial Reporting Standards, 
states, at page 33,  “The Board has determined that it would not require modified IFRS 
filing and reporting from distributors that are not otherwise required to adopt IFRS for 
financial reporting purposes.”

Further at page 9, (footnote 1) the Board states that “Examples of utilities that may not be 
required to use IFRS are utilities owned by First Nations incorporated as not-for-profit 
organizations under the Canada Corporations Act, as well as utilities that may not meet the 
Canadian Accounting Standards Board criteria for being publicly accountable and for 
whom some other form of generally accepted accounting principles has been accepted by 
their auditors as more appropriate. Note that government business enterprises are 
required by the Public Sector Accounting Board to adopt IFRS, e.g., municipally owned 
utilities”. [Emphasis Added]

Questions:

(a) Given the fact that FENI is a not-for-profit organization, Please explain how this 
request complies with section 8.2 of the July 28, 2009 Board Report, Transition to 
International Financial Reporting Standards.

(b) Why is FENI not following the Report of the Board when it stated that it would not 
require modified IFRS filing and reporting from entities such as FENI that are not 
required to adopt IFRS for financial reporting purposes?

(c) How does FENI, as a not-for-profit organization, justify a departure from the 
Report of the Board regarding IFRS filing and reporting?

(d) However, if FNEI believes that the IFRS costs are justified please provide the 
following information with respect to as-file proposal. 

(i) Please explain whether these costs are one-time administrative costs or 
ongoing compliance costs.  

(ii) Please explain if all of the costs requested is for 2010, or whether the amounts 
are being requested in instalments over a series of years, as in other 2010 
distribution and transmission rate applications.

(iii) Can FNEI provide specific information regarding the individual cost drivers 
that make up the $100,000 budgeted cost?

(iv) If the Board approves the administration costs request by the company, is 
the company planning on establishing a variance account to record the variances 



EB-2009-0387
Exhibit 10

Tab 1
Page 96 of 103

May, 2010
DOCSTOR: 1932421\8

between the approved costs and actual costs of transitioning to IFRS, as per section 
8.2 of the Board Report.

(v) If the answer to a) above is yes, what account number is the company 
planning to use to record such variances? 

RESPONSE

Please see response to Board Staff IR 57.
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COST OF CAPITAL

59. Ref: Ex 5/T1/S1/p.1-2 – Capital Structure – short and long term debt

Preamble:  FNEI has indicated in evidence that it has the following four debt 
financing arrangements: 

Table - Partial List of Debt Instruments

Inst. Type Amount Interest rate

Pacific & Western 
Bank (“PWB”)

Term facility $11,000,000 Gov’t CND bond + 140 
bps

Pacific & Western 
Bank

Operating facility $500,000 Prime + 250 bps 
(floating)

Bank of Montreal 
(“BMO”)

Operating facility $500,000 Prime “plus” (floating)

Northern Ontario 
Heritage Fund 
Corporation 
(“NOHFC”)

Loan $3,500,000* 4%**

*loan was originally for $4.9 million, but a portion of principal has been paid back.

**Interest free loan; no longer interest-free as of October 2010, and rate agreed is 4%.

Questions/Requests:

(a) Please file a copy of the agreements or contracts associated with each of the debt 
instruments listed above.  If FNEI has other debt instruments that are not listed, please add 
these instruments to the table above and file summaries of the terms of those agreements 
with the Board.

(b) With respect to the BMO instrument, what does FNEI mean when it refers to the 
“prime rate for the time during the month that the account was in an overdraft position”?  
Please provide an explanation clearly indicating how the rate is determined, with examples, 
and the current prevailing rate.  

(c) Has FNEI overdrawn on the BMO operating facility in the past?  Please indicate the 
number of times this has occurred and the drivers behind the overdraft.
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(d) Please explain the reference to the overdraft “rate” and provide the interest rate (in 
prime plus basis points) for the BMO instrument.

(e) Please provide a copy of the agreement ceasing principal only repayments for the 
NOHFC loan.

(f) Why did FNEI cease making principal repayments on the interest free loan from 
NOHFC?  Was this on account of insufficient operating funds?  Under what circumstances 
will loan and interest payments resume?  

(g) What was the original maturity date of the NOHFC loan?  

(h) Please provide a table showing the cash flows towards principal repayments for the 
NOHFC instrument. 

RESPONSE

(a)  Please see attached.  The 2006 Credit Agreement contains the first two items noted in the 
table.

(b), (c) and (d)  The BMO facility is an overdraft protection on FNEI’s operating bank account.  
Interest on the BMO operating facility is calculated on the daily closing debit balance (amount 
being borrowed) and automatically charged monthly on the last business day of the month to the 
account.  It has a floating interest rate based on the Prime Rate (currently 2.25%).  FNEI has 
occasionally used part of this protection (up to $300,000) but has never exceeded its overdraft 
limit of $500,000.

(e)  Please see attached.  

(f)  Please see letter from Mr. Joe Gaboury (CEO, FNEI) to Mr. Aime J. Dimatteo (Executive 
Director, NOHFC) dated April 8, 2010 (attached to response to Board Staff IR 59(e)).

(g)  The original maturity date was October 15, 2010.

(h)  Please see letter from Mr. Joe Gaboury (CEO, FNEI) to Mr. Aime J. Dimatteo (Executive 
Director, NOHFC) dated April 8, 2010 (attached to response to Board Staff IR 59(e)).
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CREDIT AGREEMENT 

This Agreement dated as of November 15, 2006, is made among: 

FIVE NATIONS ENERGY INC. 

(hereinafter called the "Borrower") 

-and -

THE MANUFACTURERS LIFE INSURANCE COMPANY 
and PACIFIC & WESTERN BANK OF CANADA 

(hereinafter collectively called the "Lenders" and 
individually called a "Lender") 

For'good and valuable c(;msideration, the receipt and sufficiency of which 
are hereby acknowledged by each party, the parties agree as follows: 

, ' 

ARTICLE I - INTERPRETATION 

1.01 Definitions 

In this Agreement, the following words and phrases shall have the 
respective meanings set forth below: 

II Acceleration Date" means the date on which an Acceleration Event 
occurs; 

II Acceleration Event" means the earliest to occur of: (i) an Insolvency 
Default; and (ii) the delivery by the Lenders to the Borrower of written 
notice of the occurrence of an Event of Default (other than an Insolvency 
Default); 

"Advance" when used asa verb means any act by a Lender which results 
in the Borrower incurring a direct or contingent liability to such Lender, 
including making a Loan; and "Advance" when used as a noun means the 
Borrower's obligations to any Lender resulting from any of the foregoing; 

"Affiliate" shall have the meaning ascribed to that term in the Canada 
Business Corporations Act; 
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II Agreement" means this agreement (including the schedules) as it may 
be amended, replaced or restated from time to time; 

"Associate" shall have the meaning ascribed to that term in the Canada 
Business Corporations Act; . 

IIBorrower" means Five Nations Energy Inc., a corporation incorporated 
under the Canada Corporations Act; 

IIBorrower's Equity" means, from time to time, the aggregate of (a) the 
amount of "Utility Equity" and "Insurance Reserve Equity" of the 
Borrower reflected in the financial statements of the Borrower at such time 
in accordance with GAAP, and (b) 30% of the gross contribution to 
transmission assets by DIAND and De Beers Canada at such time as 
indicated in the notes to such financial statements; 

"Borrower Material Agreements" means Material Agreements to which 
the Borrower is a party. 

"Borrower Material Permit" means Material Permit to which the 
Borrower is a party. 

IIBreakage Liability" means, at any time, the Borrower's contingent or 
actual liability to the Lenders at such time in respect of breakage fees as 
provided herein, in connection with the Term Loan; 

, : 

IIBusiness Day" means a day, other than a Saturday or Sunday, on which 
banks in Toronto, Ontario are open for normal banking business; 

IICanadian Dollars" or 11$" or IICdn $" means the lawful money of 
Canada; 

IICapitalization" means, from time to time, the sum of (a) Debt of the 
Borrower at such time, and (b) Borrower's Equity at such time; 

IICCRA" means the connection and cost recovery agreement between De 
Beers Canada Inc. and the Borrower dated November 28, 2005 which deals 
with the construction of the transmission line from Moosonee to 
Kashechewan and addresses the payment of the costs associated with 
such construction as well as the transfer of the constructed assets to the 
Borrower; 

"Closing Date" means November 29,2006; 

Credit Agreement 
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"Collateral" means all property, assets and undertaking of the Borrower 
encumbered by the Security; 

"Contractor" means Valard Construction Limited, in its capacity as 
contractor under the Fibre Optic Cable Installation Contract. 

II Credit Facilities" means the credit facilities established by the Lenders, 
respectively, for the Borrower pursuant to this Agreement and "Credit 
Facility" means anyone of them, as the context requires; 

"De Beers Project" means the design, procurement and installation of 
optical ground wire telecommunication lines between Moosonee, Ontario 
and Kashechewan, Ontario by Valard Construction Limited, for which 
the Borrower has appointed De Beers Canada Inc. as its agent pursuant to 
the OPGW Agreement; 

"De Beers Material Agree~ents" means Material Agreements entered 
into by De Beers Canada Inc. in connection with the De Beers Project. 

"De Beers Material Permits" means Material Permits obtained by De 
Beers Canada Inc. in connection with the De Beers Project. 

"De bt" of any Person means debt as determined in accordance with 
GAAP including, without limitation, all interest bearing liabilities and/ or 
indebtedness and any capitalized lease obligations of such Person, the 
debt component (if any) of any preference shares or other securities issued 
by such Person which in accordance with GAAP is required to be shown 
as a liability on a balance sheet of such Person, and any contingent 
obligations in respect '?£I; borrowed money (including letters of credit) 
incurred by such PersCin, but excluding any. short term non-interest 
bearing liabilities and long term future incom~ truces; 

"De bt Service" in respect of any fiscal period of the Borrower means the 
aggregate of: (i) all principal repayments scheduled to be made during 
such fiscal period in respect of the Outstanding Advances; plus (ii) all 
amounts payable by the Borrower during such fiscal period in the nature 
of compensation for the Outstanding Advances, including interest, 
interest rate reservation fees, commitment fees, arrangement fees, 
administration fees and cancellation fees payable pursuant to this 
Agreement; plus (iii) all mandatory principal repayments required to be 
made by the Borrower during such fiscal period in respect of Debt other 
than the Outstanding Advances; plus (iv) all amounts payable by the 
Borrower during such fiscal period in the nature of compensation for such 
Debt other than the Outstanding Advances; 
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"DIAND" means Her Majesty the Queen in right of Canada, as 
represented by the Minister of Indian Affairs and Northern Development; 

"Distribution" means any amount paid to or on behalf of the members of 
the Borrower or to any Related Person thereto, by way of salary, bonus, 
commission, directors' fees, dividends, payment of principal, interest or 
fees on Debt or otherwise, and whether payments are made to such 
persons in their capacity as members, directors, officers, employees or 
creditors of the Borrower or otherwise, or any other direct or indirect 
payment in respect of earnings or capital of the Borrower; 

"Documents" means this Agreement, the Security and any other 
documents required to be given by the Borrower to the Lenders from time 
to time pursuant to the terms of this Agreement or the Security or 
otherwise acknowledged by the Borrower to constitute a "Document"; 

"Draw Request" means a notice substantially in the form of Schedule "B" 
given by the Borrower to the Lenders for the purpose of requesting an 
Advance; 

"EBITDA" means for the' fiscal period in question, the net income of the 
Borrower before deduction of the following expenses: interest, income 
taxes, extraordinary items, depreciation, amortization and all non-cash 
charges; all determined in accordance with GAAP; 

"Event of Default" has the meaning ascribed in section 9.01; 

"Fibre Optic Cable Installation Contract" means the contract between the 
Borrower and the Contractor dated November 9, 2006 for the installation 
of the fibre optic cable to be attached to new poles to be constructed 
between Kashechewan and Attawapiskat, Ontario; 

"First Nation" means a "band" within the meaning of the Indian Act 
(Canada); 

"GAAP" means generally accepted accounting principles in Canada as 
approved by the Canadian Institute of Chartered Accountants in effect 
from time to time; provided that to the extent that a change in GAAP 
materially affects the calculation of any of the covenants herein, GAAP 
shall mean, solely with respect to the covenants so affected, generally 
accepted accounting principles as in effect on the date of this Agreement; 

"Governmental Authority" means any: (i) federal, provincial, municipal, 
local or other governmental or public department, central bank, court, 
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commission, board, bureau, agency or instrumentality in Canada; (ii) any 
subdivision or authority of any of the foregoing; or (iii) any quasi­
governmental or private body exercising any legally-binding regulatory, 
expropriation or taxing authority under or for the account of any of the 
above; 

IIGross Income from Operations" shall mean, for any period, all IESO 
Payments received by the Borrower during such period together with 
income from all other sources received by the Borrower during such 
period. 

"Guarantee" means any agreement by which any Person assumes, 
guarantees, endorses, contingently agrees to purchase or provide funds 
for the payment of, or otherwise becomes liable upon, the obligation of 
any other Person, or agrees to maintain the net worth or working capital 
or other financial condition of any other Person or otherwise assures any 
creditor of such Person against loss, and shall include, without limitation, 
any contingent liability under any letter of credit or similar document or 
instrument; 

"Hazardous Materials" means any contaminant, pollutant or substance 
present in such quantity or state that it is likely to cause immediately or at 
some future time mat~rial harm. or degradation to the surrounding 
environment or risk to human health; 

IIIESO" means the Independent Electricity System Operator established 
under Part II of the Electricity Act (Ontario) and its successors; 

"IESO-Administered Markets" has the meaning ascribed to it by the 
lESO Market Rules. 

IIIESO-Controlled Grid" has the meaning ascribed to it by the IESO 
Market Rules. 

"IESO Market Rules" means the rules governing the lESO-Controlled 
Grid and establishing and governing the IESO-Administered Markets, 
together with all market manualsl policies, and guidelines issued by the 
lESO, all as amended or replaced from time to time. 

"IESO Payments" means all payments from lESO to the Borrower for the 
transmission of electricity pursuant to section 2.2.2 of Chapter 10 of the 
lESO Market Rules; 
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"Insolvency Default" means an Event of Default of the nature described 
in paragraphs 9.01(e), (f) or (g); 

"Insurance Reserve Account" means the insurance reserve account 
number 1042034 established by the Borrower with Bank of Montreal at it's 
27 Pine Street South, Timmins, Ontario, P4N 2J9 branch for purposes of 
maintaining insurance reserves in an amount sufficient to meet maximum 
probable claims under its self-insurance program. 

"Land" means real and immovable property (including leasehold lands 
and reserve lands pursuant to the Indian Act (Canada)) and all buildings, 
improvements, fixtures and plants situated thereon; 

"Laws" means all statutes, codes, ordinances, decrees, rules, regulations, 
municipal by-laws, judicial or arbitral or administrative or ministerial or 
departmental or regulatory judgments, orders, decisions, rulings or 
awards, policies, voluntary restraints, guidelines or any provisions of such 
laws, including general principles of common and civil law and equity, 
binding on or affecting the Person referred to in the context in which such 
word is used; and "Law" means anyone of foregoing; 

"Lenders" means Manulife and PW and their respective successors and 
permi tted assigns; 

"Licensed Transmitter" means a Person to whom a license to transmit 
electrical energy has been awarded by the OEB; 

"Lien" means a lien, , charge, mortgage, pledge, security interest, 
conditional sales agreement, lease intended as security, defect of title, 
restriction, deposit arrangement, voting trust, trust, deemed trust, right of 
set-off and any other encumbrance of any kind; 

"Loan" means a loan made by a Lender to the Borrower; 

IIManulife" means The Manufacturers Life Insurance Company and its 
successors and assigns; 

"Material Adverse Change" means (a) a change which constitutes a 
material adverse change in the business, affairs or financial condition of 
the Borrower, (b) a change which constitutes a material adverse change in 
the validity or priority of the Security, or (c) an event which could result in 
the occurrence of an Event of Default; 
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"Material Agreements" means agreements which in the opinion of the 
Lenders are material to the construction of the Project, and specifically 
including this Agreement and those agreements listed in Schedule "F" 
attached hereto; 

"Material Permits" means all permits, approvals, building permits, 
agreements and certificates except for Non-Material Permits which are 
required to be issued by any Governmental Authority for the construction 
of the Project, specifically including those listed in Schedule "G" attached 
hereto; 

"Minor Title Defects" in respect of any Land means defects or 
irregularities in the title to such Land which in the opinion of the Senior 
Lenders are of a minor nature and which, in the aggregate, will not 
materially impair the use of such Land for the purposes for which such 
Land is held by the owner thereof; 

. i 

"Net Cash Flow" shall mean, for any period, the amount obtained by 
subtracting Operating Expenses, Debt Service payments and capital 
expenditures identified in the Project Budget for such period from Gross 
Income from Operations for such period. 

"Non-Material Permits" means Permits of an immaterial nature which 
are expected to be obtained in the ordinary course and which, if not 
obtained, the failure to obtain such Permits (i) could not reasonably be 
expected to have a material adverse effect on the Project and (ii) could not 
preclude the development, construction, operation, maintenance, repair, 
ownership or use of the Project; 

II Obligations II means, at any time, all direct and indirect, contingent and 
absolute obligations and liabilities of the Borrower to the Lenders (or if the 
context requires, to anyone of them) under or in connection with this 
Agreement and the Security (or if the context requires, in respect of any 
Credit Facility or Credit Facilities) at such time, specifically including the 
Outstanding Advances, ali accrued and unpaid interest thereon and all 
fees, expenses and othet; amounts payable pursuant to this Agreement and 
the Security; and for greater certainty including the Breakage Liability in 
respect of the Term Loan; 

"OEB" means the Ontario Energy Board and its successors; 

"Operating Expenses" shall mean, for any period, the total of all 
expenditures, computed in accordance with GAAP, of whatever kind 
during such period relating to the operation, maintenance and 
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management of the Borrower's business and assets (including the Project 
Assets) that are incurred on a regular monthly or other periodic basis, 
including without limitation, utilities, ordinary repairs and maintenance, 
insurance, license fees, 'property taxes and assessments, payroll and 
related taxes, computer processing charge~~ operational equipment or 
other lease payments. . 

"OPGW Agreement" means the agreement between the Borrower and De 
Beers Canada Inc. dated October 28,2005 pursuant to which the Borrower 
appoints De Beers Canada Inc. as its agent for the design, procurement 
and installation of optical ground wire telecommunication lines between 
Moosonee, Ontario and Kashechewan, Ontario; 

"Outstanding Advances" means at any time, the aggregate principal 
amount of the obligations of the Borrower to the Lenders (or if the context 
requires, to anyone of them) under or in connection with this Agreement 
and the Security (or if the context requires, in respect of any Credit Facility 
or Credit Facilities) which have not been repaid at such time; but for 
greater certainty excluding the Breakage Liability; 

"Permitted Encumbrances" means: 

(a) liens for taxes, duties and assessments and liens securing workers' 
compensation, unemployment insutance or other social security 
obligations not at the time overdue; 

(b) liens for taxes, duties and assessments which may be overdue but 
the validity of which is being contested in good faith and in respect 
of which reserves satisfactory to the Lenders have been established; 

(c) liens or rights of distress reserved in or exercisable under any lease 
for rent not at the time overdue or for compliance with the terms of 
such lease not at the time in default; 

(d) any obligations or duties affecting any Land due to any public 
utility or to any Governmental Authority, with respect to any 
franchise, grant, licence or permit in good standing and any defects 
in title to structures or other facilities arising solely from the fact 
that such structures or facilities are constructed or installed on 
Land under government permits, leases or other grants in good 
standing; which obligations, duties and defects in the aggregate do 
not materially impair the use of such property, structures or 
facilities for the purpose for which they are held; 
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liens incurred or deposits made in connection with contracts, bids, 
tenders or expropriation proceedings, surety or appeal bonds, costs 
of litigation when required by law, public and statutory 
obligations, warehousemen's, carriers' and other similar liens and 
deposits; 

(f) security given to a public utility or any Governmental Authority to 
secure obligations incurred to such utility or Governmental 
Authority in the- ordinary course of business and not at the time 
overdue; " 

(g) liens and privileges arising out of judgments or awards in respect 
of which: an appeal or proceeding for review has been commenced; 
a stay of execution pending such appeal or proceedings for review 
has been obtained; and reserves satisfactory to the Lenders have 
been established; 

(h) any builder IS, mechanic IS, labourer IS, materialman's statutory or 
other similar lien arising in the ordinary course of business or out 
of the construction or improvement of any Land or arising out of 
the furnishing of materials or supplies therefor, securing moneys 
not at the time overdue; 

(i) Minor Title Defects; 

G) liens which rank subordinate to, or pari passu with, the security 
interests in favour of the Lenders created by the Security; 

(k) Purchase-Money Security Interests incurred in connection with the 
purchase or leasing of capital equipment; 

(1) the encumbrances described in Schedule "e"; and 

(m) the Security; 

"Person" includes an individual, corporation, partnership, trust, 
unincorporated association, Governmental Authority or any combination 
of the above; 

"Potential Event of Default" means an event which has occurred and 
which, with the giving of notice or the lapse of time or both, would 
constitute an Event of Default; 
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"Prime Rate" means a fluctuating rate of interest per annum, expressed 
on the basis of a year of 365 or 366 days, as applicable, which is equal at all 
times to the reference rate of interest (however designated) of Royal Bank 
of Canada for determining interest chargeable by it on Canadian Dollar 
commercial loans made in Canada. 

"Proceeds of Security" means all monies and other personal property in 
any form derived directly or indirectly from any dealing with the Project 
Assets or the proceeds therefrom (including insurance proceeds and any 
other payment representing indemnity or compensation for loss of or 
damage thereto or the proceeds therefrom), whether arising before or in 
connection with the enforcement of the Security, and all other amounts 
which are expressly deemed to constitute "Proceeds of Security" in this 
Agreement; 

"Project" means the construction of the Project Assets by (a) the 
Contractor with respect to the fibre optic cable to be installed between 
Kashechewan and Attawapiskat, Ontario, (b) by Valard Construction 
Limited with respect to the fibre optic cable to be installed between 
Moosonee and Kashechewan, Ontario, and (c) by SNC-Lavalin Power 
Ontario Inc. in connection with the Substation Contract; 

"Project Assets" means (a) the fibre optic cable to be installed along the 
electrical transmission line between Moosonee and Kashechewan, Ontario 
pursuant to the OPGW Agreement, (b) the fibre optic cable to be installed 
between Kashechewan and Attawapiskat, Ontario pursuant to the Fibre 
Optic Cable Installation Contract, (c) the second transformers to be 
connected pursuant to the Substation Contract, and (d) all other assets 
ancillary to the construction and operation of such assets; 

"Project Budget" means the estimate of all costs (including soft costs such 
as interest and professional fees) to be incurred in connection with the 
Project until completion of the Project and the estimated timing of 
required payment of s1;lch costs, all as more particularly set out in 
Schedule /I A" hereto; . 

"Project Completion Date" means (a) with respect to the fibre optic cable 
to be installed between' Kashechewan and Attawapiskat, Ontario, April 
3D, 2008 (b) with respect to the fibre optic cable to be installed between 
Moosonee and Kashechewan, Ontario, May 30,2007 and (c) in connection 
with the Substation Contract, November 3D, 2007; 

"Project Costs" means costs actually incurred by the Borrower in 
connection with the construction of the Project; 
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"Project Lands" means all Lands which are required to be used by the 
Borrower in connection with the construction and operation of the Project; 

... 

"Project Schedule" means the work schedule attached hereto as Schedule 
11K" hereto indicating the dates by which phases of the Project are 
required to be achieved, as such schedule may be adjusted from time to 
time; 

"Purchase-Money Security Interest" means a Lien on any property or 
asset created, issued or assumed to secure the unpaid purchase price in 
respect of such property or asset; provided that such Lien is restricted to 
such property or asset acquired and secures an amount not in excess of the 
purchase price thereof; 

"PW" means Pacific & Western Bank of Canada, and its successors and 
assigns; 

"PW Interest Rate" means a rate per annum equal to the Prime Rate less 
one quarter of one percent (0.25%); 

"PW Operating Facility" is defined in section 2.01; 

"PW Operating Facility Limit" means Cdn. $2,000,000; 

"PW Operating Facility Maturity Date" means, subject to annual reviews 
to be conducted by PW on each anniversary of the PW Operating Facility, 
November 15, 2009 or such later date as may be agreed upon between PW 
and the Borrower in writing; 

"Related Person" in relation to any Person means any Affiliate or 
Associate of such Person; 

"Requirements of Environmental Law" means (i) obligations under 
common law, (ii) requirements imposed by or pursuant to statutes, 
regulations and by-laws, (iii) requirements announced by a Governmental 
Authority as having immediate effect, provided that at the time of making 
such announcement such Governmental Authority also states its intention 
of enacting legislation to confirm such requirements retroactively, (iv) all 
directives, policies and guidelines issued by any Governmental Authority 
charged with the administration thereof which have the force of law, and 
(v) all requirements imposed under any clean-up, compliance or other 
legally-binding order made pursuant to any' of the foregoing, in each and 
every case relating to environmental, health or safety matters including, 
but not limited to, all such obligations and requirements which relate to (i) 
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solid, gaseous or liquid waste generation, handling, treatment, storage, 
disposal or transportation and (ii) exposure to Hazardous Materials; 

IISchedules" means the schedules identified in the table of contents set 
out at the beginning of this Agreement, as the same may be amended, 
replaced or restated from time to time; 

IISecurity" means the security required to be provided by the Borrower 
pursuant to Article VII; : 

"Subsidiary" shall have ,the meaning ascribed to that term in the Canada 
Business Corporations Act; 

"Substation Contract" means the turnkey contract between the Borrower 
and SNC-Lavalin Power Ontario Inc. dated June 16, 2006 in connection 
with work being completed in the Fort Albany and Attawapiskat 
substations to connect a second transformer; 

"Term Loan" is defined in section 3.01; 

IITerm Loan Limit" means Cdn. $11,000,000; 

IITerm Loan Maturity Date" means December 31, 2027; and 

"Term Loan Interest Rate" means, with respect to each Advance under 
the Term Loan, the rate (based on semi-annual compounding of interest) 
in effect three Business D~ys prior to the intended date of such Advance 
equal to the bid side yield on that date of the Government of Canada Bond 
(being a non-callable marketable bond appearing on the Bloomberg 
screen) with a maturity date most closely equivalent to the average life of 
the Term Loan, plus 140 basis points. If no such Government of Canada 
Bond exists, the yield shall be calculated by a linear interpolation between 
benchmark Government of Canada Bonds to arrive at a Term Loan 
average life yield. 

Interest and Fee Calculations, Maximum Interest Rate 

(a) Unless otherwise stated, in this Agreement if reference is made to a 
rate of interest, fee or other amount" per annum" or a similar expression is used, 
such interest, fee or other amount shall be calculated on the basis of a year of 365 
or 366 days, as the case may be. If the amount of any interest, fee or other 
amount is determined or expressed on the basis of a period of less than one year 
of 365 or 366 days, as the case may be, the equivalent yearly rate is equal to the 
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rate so determined or expressed, divided by the number of days in the said 
period, and multiplied by the actual number of days in that calendar year. 

(b) Notwithstanding any other provisions of this Agreement, if the 
amount of any interest, premium, fees or other monies or any rate of interest 
stipulated for, taken, reserved or extracted by a Lender under this Agreement or 
the Security would otherwise contravene the provisions of section 347 of the 
Criminal Code (Canada), section 8 of the Interest Act (Canada) or any successor or 
similar legislation, or would exceed the amounts which such Lender is legally 
entitled to charge and receive under any law to which such compensation is 
subject, then such amount or rate of interest shall be reduced to such maximum 
amount as would not contravene such provision; and to the extent that any 
excess has been charged or received such Lender shall apply such excess against 
the Outstanding Advances to such Lender and refund any further excess amount 
to the Borrower. 

1.03 Accounting Principles 

., Unless otherwise provided herein, all financial terms used in this 
Agreement shall be determined in accordance with GAAP. Where the character 
or amount of any asset or liability or item of revenue or expense is required to be 
determined, or any consolidation or other computation is required to be made 
for the purpose of this Agreement, such determination or calculation shall be 
made in accordance with GAAP applied on a consistent basis, unless otherwise 
indicated. 

1.04 Currency References 

All amounts referred to in this Agreement are in Canadian Dollars unless 
otherwise noted. 

1.05 References to Statutes 

Whenever in this Agreement reference is made to a statute or regulations 
made pursuant to a statute, such reference shall be deemed to include all 
amendments to such statute or regulations from time to time and all statutes or 
regulations which may come into effect from time to time substantially in 
replacement for the said statutes or regulations. 

1.06 Extended Meanings 

Words importing the singular number include the plural and vice-versa. 
Unless otherwise expressly stated herein, if reference is made to any action or 
matter which requires the consent of the Lenders, or which is required to be 
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completed to the satisfaction of the Lenders, the discretion of the Lenders to give 
such consent or to confirm their satisfaction with such action or matter shall be in 
the absolute and unfettered discretion of the Lenders. 

1.07 Schedules 

The Schedules are attached to this Agreement and incorporated herein by 
reference. 

ARTICLE 11- PW OPERATING FACILITY 

2.01 Establishment of PW Operating Facility 

Subject to the terms and conditions of this Agreement, PW hereby 
establishes an operating credit facility for the Borrower in the maximum 
principal amount of the PW Operating Facility Limit, whereby PW shall make 
Advances to the Borrower prior to the PW Operating Facility Maturity Date to be 
used by the Borrower for general corporate purposes (the "PW Operating 
Facility"). 

2.02 PW Operating Facility Limit ,.'\ 

PW shall have no obligation to make an Advance under the PW Operating 
Facility if after making such Advance the Outstanding Advances under the PW 
Operating Facility would exceed the PW Operating Facility Limit at such time. If 
at any time the Outstanding Advances under the PW Operating Facility exceed 
the PW Operating Facility Limit, the Borrower shall immediately pay to PW the 
principal amount required to reduce the Outstanding Advances under the PW 
Operating Facility to an amount not greater than the PW Operating Facility 
Limit. 

2.03 Revolving Facility 

The PW Operating Facility shall be a revolving credit facility. For greater 
certainty, if the Borrower repays any Outstanding Advance under the PW 
Operating Facility in whole or in part, the Borrower shall be entitled to reborrow 
any such amount. 

2.04 Availment Option 

Subject to and in accordance with the terms and conditions herein, the 
Borrower may receive Advances under the PW Operating Facility only by way of 
Loans in minimum amounts of $50,000 and multiples of $50,000. 
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2.05 Interest and Fees 

The Borrower agrees to pay to PW interest on each Loan made under the 
PW Operating Facility at the PW Interest Rate, payable monthly in arrears on the 
last day of each and every month. 

2.06 Repayment 

The Obligations under the PW Operating Facility shall be immediately 
due and payable on the earliest to occur of: (i) the Acceleration Date; and (ii) the 
PW Operating Facility Maturity Date. Until such date, no principal payments 
shall be required to be made by the Borrower in respect of the PW Operating 
Facility. In the event that the Borrower elects to make any such principal 
payments, they shall be in minimum amounts of $50,000 and multiples of 
$50,000. 

2.07 Voluntary Prepayments 

The Borrower may from time to time prepay the Outstanding Advances 
under the PW Operating Facility in whole or in part without penalty. 

ARTICLE III - TERM LOAN 

3.01 Establishment of Term Loan 

Subject to the terms and conditions of this Agreement, the Lenders hereby 
jointly establish a term credit facility for the Borrower in the maximum principal 
amount of the Term Loan Limit, whereby the Lenders shall make Advances to 
the Borrower prior to the Term Loan Maturity Date to be used by the Borrower 
solely to (a) repay the Pacific & Western Public Sector Financing Corp. loan in the 
amount of $1,705,341.05 (as at November 1, 2006), and (b) to fund construction 
draws for the Project and to provide long-term financing therefor (the "Term 
Loan"). 

3.02 Term Loan Limit 

If at any time the Outstanding Advances under the Term Loan exceed the 
Term Loan Limit, the Borrower shall immediately pay to the Lenders the 
principal amount required to reduce the Outstanding Advances under the Term 
Loan to an amount not greater than the Term Loan Limit. 
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3.03 Non-Revolving 

The Term Loan shall be non-revolving. For greater certainty, if the 
Borrower repays any Outstanding Advance made under the Term Loan in whole 
or in part, the Borrower shall not be entitled to reborrow any such amount. 

3.04 Interest 

The Borrower agrees to pay to the Lenders interest on the Term Loan at 
the Term Loan Interest Rate, payable monthly in arrears on the last Business Day 
of each month until December 31, 2007. Thereafter, the Borrower shall make 
monthly blended payments of principal and interest to the Lenders in respect of 
the Term Loan as more particularly set out in Section 3.05. 

3.05 Repayment 

The Term Loan shall be immediately due and payable on the earliest to 
occur of: (a) the Acceleration Date; and (b) the Term Loan Maturity Date. From 
and after January I, 2008, the Borrower agrees to make equal blended monthly 
payments of principal and interest based on the amount of Outstanding 
Advances as at December 31, 2007 and a fixed rate of interest equal to the 
blended Term Loan Interest Rates in effect for all Outstanding Advances under 
the Term Loan as at such time, on the last Business Day of each month until and 
including the Term Loan Maturity Date to the Lenders in respect of the Term 
Loan. 

3.06 Voluntary Prepayments 

The Borrower may from time to time, upon five (5) Business Days' prior 
written notice to the Lenders, prepay any portion of the Outstanding Advances 
under the Term Loan in minimum amounts of $500,000, subject to payment of a 
breakage fee as provided in secti'on 3.07. Any prepayment made hereunder shall 
be permanent, may not be reborrowed and shall be applied against the 
Borrower's obligations to make repayments under the Term Loan in reverse 
chronological order. 

3.07 Breakage Costs 

If the Borrower makes a prepayment to the Lenders in respect of the Term 
Loan, the Borrower agrees to pay to the Lenders at the time of such prepayment, 
in addition to all other amounts payable by the Borrower to the Lenders 
hereunder, an amount equal to a breakage fee determined by the Lenders in 
accordance with their usual practice equal to an amount (if a positive number) 
being: (a) the present value of the principal and interest payments foregone as a 
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result of such prepayment (such present value to be determined using a discount 
rate equal to 25 basis points plus the yield at the time of such prepayment on the 
Government of Canada Bond maturing closest to the date of the last payment 
which would have been made if the said prepayment had not been made); less 
(b) the amount of the said prepayment. 

ARTICLE IV - GENERAL CONDITIONS 

4.01 Interest Calculations 

Unless otherwise indicated, interest on any outstanding principal amount 
shall be calculated daily and shall be payable monthly or quarterly (as 
applicable) in arrears on the last day of each and every month or quarter (as 
applicable). If the last day of any month or quarter is not a Business Day, the 
interest payment due on such day shall be made on the next Business Day, and 
interest shall continue to accrue on the said principal amount during such stub 
period and shall also be paid on such next Business Day. Interest in respect of 
any principal amount shall accrue from and including the day upon which such 
principal amount is advanced; '·imd ending on but excluding the day on which 
such principal amount is repaid. Any changes inJthe Prime Rate shall cause an 
immediate adjustment of the interest rate applicable to the PW Operating Facility 
without the necessity of any notice to the Borrower. 

4.02 Notice Periods 

The Borrower shall provide written notice to the Lenders in respect of 
each Draw Request or repayment by not later than noon (Toronto time) on the 
fifth Business Day prior thereto, except in respect of the initial Advance under 
this Agreement which requires no such notice. 

4.03 Place and Time of Payments 

All payments of principal, interest and other amounts to be made by the 
Borrower to a Lender pursuant to this Agreement shall be made to such Lender's 
address as set out in this Agreement, or to such other address as such Lender 
may direct in writing from time to time. All payments received by such Lender 
on a Business Day before 2:00 'p;m. Toronto time shall be treated as having been 
received on that day; payments made after such time on a Business Day shall be 
treated as having been received on the next Business Day. Whenever any 
payment shall be due on a day which is not a Business Day, the date for payment 
thereof shall be extended to the next succeeding Business Day. 
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4.04 Evidence of Obligations 

The records maintained by each Lender as to the amount of the 
Obligations due to it and the interest and other amounts payable in respect 
thereof shall be deemed to be prima facie correct. Each Lender may, but shall not 
be obliged to, request the Borrower to execute and deliver from time to time 
promissory notes as further evidence of the Borrower's obligations to such 
Lender under this Agreement. 

4.05 Illegality 

If, on or after the date of this Agreement, the adoption of any applicable 
law, rule or regulation, or any change in any applicable law, rule or regulation, 
or any change in the interpretation or administration thereof by any 
Governmental Authority, central bank or comparable agency charged with the 
interpretation or administration thereof, or compliance by any Lender with any 
request or directive (whether or not having the force of law) of any such 
Governmental Authority, central bank or comparable agency shall make it 
unlawful or impossible for such Lender to make or maintain the Credit Facilities 
established by it, an Event of Default shall be deemed to have occurred. 

4.06 Increased Costs and Reduced Return 

If there is a change in oriintroduction of any law, regulation, order, rule, 
request or directive (whether o:i:"'not having the force of law but of a kind which 
is intended to be generally complied with by banks or financial institutions) or in 
the interpretation thereof by any Governmental Authority charged with the 
administration thereof or by any court of competent jurisdiction, and as a result: 

(a) a Lender incurs a cost (which it would not otherwise have 
incurred) or becomes liable to make a payment (calculated with 
reference to the amount outstanding or available under any Credit 
Facility established by it) with respect to continuing to provide or 
maintain such Credit Facility for the Borrower hereunder (other 
than a tax such as a capital or franchise tax or a tax imposed on the 
income of such Lender); 

(b) any reserve, special deposit or similar requirement is imposed or 
increased with respect to the Outstanding Advances increasing the 
cost thereof to such Lender; or 

(c) such Lender suffers or will suffer a reduction in the rate of return 
on its overall capital (other than ck reduction by reason of any 
increase in the taxes referred to in (a) above) as a result of the 
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amount of the capital that such Lender is required to maintain 
being increased or of any change in the manner in which such 
Lender is required to allocate its resources; 

then the Borrower shall, upon receipt of written notice from such Lender, pay to 
such Lender such amount as will compensate such Lender for and will 
indemnify such Lender against such increases in cost or reductions of rate of 
return, accruing from and after the date of receipt of such notice. The notice 
issued by such Lender shall set out the amount and basis for the amount of such 
additional payment required, ,and such notice shall be conclusive and binding 
absent manifest error. The Lender shall be entitled.to use averages and estimates 
in preparing any such notice. 

4.07 Witholding Tax 

Except as otherwise required by law, each payment by the Borrower to a 
Lender hereunder shall be made without withholding for or on account of any 
present or future taxes imposed by or within the jurisdiction in which the 
Borrower is domiciled, any jurisdiction from which the Borrower makes any 
payment or any other jurisdiction, or (in each case) any political subdivision or 
taxing authority thereof or therein. H any such withholding is required by law, 
the Borrower shall make the withholding, pay the amount withheld to the 
appropriate governmental authority before penalties attach thereto or interest 
accrues thereon and forthwith pay to such Lender such additional amount as 
may be necessary to ensure that the net amount actually received by such Lender 
(after payment of such taxes including any taxes on such additional amount 
paid) is equal to the amount which such Lender would have received if no 
amounts had been withheld .. . ;d 

ARTICLE V - REPRESENTATIONS AND WARRANTIES 

5.01 Representations and Warranties 

The Borrower hereby represents and warrants to each Lender as follows: 

(a) The Borrower has been duly incorporated and organized and is validly 
subsisting and in good standing under the laws of its jurisdiction of 
incorporation, has the power to own or lease its property, to carryon its business 
as now conducted by it; is conducting its business in compliance with all 
applicable Laws of each jurisdiction in which it carries on business and is duly 
licensed, registered and qualified to do business and is in good standing in each 
jurisdiction in which the nature of the business conducted by it or the property 
owned or leased by it make such qualification necessary; and all such licenses, 
registrations and qualifications are valid and subsisting and in good standing. 
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(b) The members of the Borrower are listed in Schedule "0" hereto, and 
no other person, firm or corporation has any agreement or option or any right or 
privilege (whether by law, pre-emptive or contractual) capable of becoming an 
agreement, to become a member of the Borrower or for the purchase of any 
properties or assets of the Borrower out of the ordinary course of business. To 
the best of the Borrower's knowledge, the members of the Borrower have not 
entered into any agreement relating to their respective interests in the Borrower. 

(c) The Borrower has the capacity, full power, legal right and authority to 
borrow from the Lenders and to enter into and perform its obligations under the 
Documents. 

(d) On or before the date of the first Advance under the Credit Facilities, 
the execution and delivery of the Documents by the Borrower, and the 
performance of its obligations therein, will have been duly authorized and/ or 
ratified by all necessary corporate action. 

(e) Each Document when executed and delivered by the Borrower will 
constitute a legal, valid and binding obligation of the Borrower, enforceable 
against the Borrower in accordance with the terms and conditions thereof. 

(f) There are no actions, suits or proceedings pending or threatened 
against the Borrower in any court or before or by any federal, provincial, 
municipal or other Governmental Authority, Canadian or foreign. 

(g) There are no Liens in respect of the Borrower or the Project Assets, or 
any agreement or obligation of the Borrower to execute and deliver any such 
Liens, except for Permitted Encumbrances. 

(h) The Borrower owns, possesses and has a good and marketable title to 
its undertaking, property and assets free and clear of any and all Liens except for 
Permitted Encumbrances. 

~ (i) ~ttached hereto as ~hedule "A" is a true, correct and compl~te copy 
of the Project Budget. The Project Budget accurately reflects all costs which may 
be reasonably expected to be incurred in connection with the construction of the 
Project. 

"\ G) The Project Schedule accurately reflects the time expected to be spent 
on each stage of the Project, as more particularly set out therein. The Borrower is 
not aware of any reasonable grounds to believe that the Project Completion Date 
for each component of the Project would not occur in accordance within the 
Project Schedule. 
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(k) The Borrower Material Agreements listed in Schedule "F" attached 
hereto are the only contracts which are necessary for construction of that portion 
of the Project excluding the De Beers Project. The De Beers Material Agreements 
listed in Schedule "F" attached hereto are, to the Borrower's best knowledge, the 
only contracts which are necessary for construction of the De Beers Project. Each 
of the Borrower Material Agreements listed in Schedule "f" and, to the 
Borrower's best knowledge, the De Beers Project Material Agreements listed in 
Schedule "F", is in full force and effect, unamended (except for amendments 
copies of which have been provided to the Lenders) and there exists no default 
or event of default or event, occurrence, condition or act which, with the giving 
of notice, the lapse of time or the happening of any other event or condition, 
would become a default or event of default under any Borrower Material 
Agreement or, to the best knowledge of the Borrower, under any De Beers 
Material Agreement. True, correct and complete copies of all Material 
Agreements (save and except for item #5 thereof) listed in Schedule "F" that have 
been requested by the Lenders have been delivered to each Lender. 

(1) The Borrower Material Permits listed in Schedule "G" attached hereto 
are the only permits, authorizations and approvals which are necessary to 
construct that portion of the Project excluding the De Beers Project. The De 
Beers Material Permits listed. j,n Schedule "G" attached hereto are the only 
permits, authorizations and approvals which are necessary to construct the De 
Beers Project. Subject to the last sentence of this Section 5.01(1), each of the 
Borrower Material Permits, and.to the best knowledge of the Borrower, the De 
Beers Material Permits listed in Schedule "G" is in full force and effect, 
unamended, and there exists no default or event of default or event, occurrence, 
condition or act which, with the giving of notice, the lapse of time or the 
happening of any other event or condition, would become a default or event of 
default under any such Borrower Material Permit or, to the best knowledge of 
the Borrower, any such De Beers Material Permit. True, correct and complete 
copies of all such Material Permits have been delivered to each Lender. No 
proceeding is pending or threatened to revoke or limit any Borrower Material 
Permit. To the best knowledge of the Borrower, no proceeding is pending or 
threatened to revoke or limit any De Beers Material Permit. With respect to any 
Material Permit which. is not permanent, the Borrower is not aware of any 
reasonable grounds for believing that such Material Permit would not be 
renewed in the ordinary course without the need for the holder thereof to 
comply with any special rules or procedures, agree to any materially different 
terms or conditions or pay any; amounts other than routine filing fees. With 
respect to those Material Permits which have not been obtained to date, the 
Borrower is not aware of any reasonable grounds for believing that such Material 
Permits would not be issued in the ordinary course without the need for the 
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holder thereof to comply with any special rules or procedures, agree to any 
onerous terms or conditions or pay any amounts other than routine filing fees. 

(m) The Project presently complies in all material respects with all 
Requirements of Environmental Law, and there are no reasonable grounds for 
believing that the Project would not comply in all material respects with all 
Requirements of Environmental Law during the period of construction and 
thereafter until all Obligations hereunder have been paid in full and all 
obligations of the Lenders hereunder have been terminated. There are presently 
no Hazardous Materials situated in, on or under the Project Lands and there is 
no reasonable expectation that any Hazardous Materials will be situated in, on or 
under the Project Lands during the period of construction and thereafter (except 
for gasoline, oil and diesel fuel in amounts which are required for construction 
purposes and which will be handled and stored in compliance with all 
Requirements of Environmental Law). To the best knowledge of the Borrower, 
there are no legal or administrative proceedings, investigations or claims now 
threatened or pending against the Borrower with respect to the presence on or 
under, or the discharge, emission, spill, radiation or disposal into or upon any 
Project Lands, the atmosphere, or any watercourse or body of water, of any 
Hazardous Material; nor are there· any matters under discussion with any 
Governmental Authority relating thereto; and to the best knowledge of the 
Borrower there is no factual basis for any such proceedings, investigations or 
claims. 

(n) There are no consents required from any First Nation with respect to 
the granting of the Security by#le Borrower to the Lenders and the Borrower is 
not required to obtain any perPlits in connection With construction of the Project 
by section 28 of the Indian Act (Canada) until such time as the fibre optic cable 
assets to be installed between Moosonee and Kashechewan, Ontario are 
transferred to the Borrower (the "Asset Transfer"). With respect to those 
permits required pursuant to section 28 of the Indian Act (Canada) in connection 
with the Asset Transfer, the Borrower is not aware of any reasonable grounds for 
believing that such permits would not be issued in the ordinary course without 
the need for the Borrower to comply with any special rules or procedures, agree 
to any onerous terms or conditions or pay any amounts other than routine filing 
fees. 

(0) No Event of Default or Potential Event of Default has occurred and is 
continuing. 

(p) The Borrower has duly and timely filed all tax returns required to be 
filed by it and has paid all taxes which are due and payable and has paid all 
assessments and re-assessments and all other taxes, charges, penalties and 

Credit Agreement 
File No. 50-1069 



- 23-

interest due and payable by it on or before the date hereof; there are no actions, 
suits, proceedings, investigations or claims now threatened or pending against it 
in respect of taxes, governmental charges or assessments or any matters under 
discussion with any Governmental Authority relating to taxes, governmental 
charges or assessments. 

(q) The Borrower has remitted to all appropriate Governmental 
Authorities having jurisdiction all payments which if not paid when due could 
result in the creation of a Lien against any of its properties. 

(r) Neither the consummation of the transactions contemplated by this 
Agreement, execution and delivery to the Lenders of the Security, nor 
compliance with the terms, provisions and conditions of this Agreement or the 
Security will conflict with, result in a breach of, or constitute a default under the 
charter documents or by-laws of the Borrower, or any agreement or instrument 
to which it is a party or is otherwise bound, and does not require the consent or 
approval of any Person. 

(s) There are no provisions in the charter documents or by-laws of the 
Borrower or in any other agreement affecting it which restrict or limit its powers 
to borrow money, issue debt obligations, guarantee the payment or performance 
of the obligations of others, or otherwise encumber all or any of its property, now 
owned or subsequently acquired, except such as have been complied with. 

(t) The Borrower is not obligated under any Guarantees (except for 
indemnity obligations contained in the Material Agreements). 

(u) The financial statements of the Borrower in respect of its most recently 
completed fiscal year and its most recently completed fiscal quarter, respectively, 
have been prepared in accordance with GAAP on a basis which is consistent 
with the previous fiscal period, and present fairly: 

\.:'). 

(i) its assets ;·and liabilities (whether accrued, absolute, 
contingent or otherwise) and financial condition as at the 
date therein specified; 

(ii) its profits or losses during the period covered thereby; and 

(iii) in the case of the annual financial statements, its changes in 
financial position; 

and since the dates of the said annual financial statements and interim financial 
statements, as the case may be, no dividends or other Distributions have been 
declared or paid in respect of the Borrower, no liabilities have been incurred by 
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the Borrower except in respect of Project Costs, and no Material Adverse Change 
has occurred. 

(v) All financial and other information provided by or in respect of the 
Borrower to the Lenders was true, correct and complete in all material respects 
when provided and remains true, correct and complete in all material respects on 
the date hereof. 

(w)Save as set out in Schedule "H" and as may be disclosed by the 
Borrower to the Lenders from time to time after the date of this Agreement, the 
Borrower has no Subsidiaries. 

(x) The Borrower is not aware of any information or any other matter 
which, if known to the Lenders might reasonably deter them from establishing 

. and maintaining. the Credit Facilities on the terms and conditions contained 
herein. 

5.02 Survival of Representations and Warranties 

The Borrower acknowledges. that the Lenders are relying upon the 
foregoing representations and warranties in connection with the establishment 
and continuation of the Credit Facilities. The said representations and warranties 
shall survive the execution and delivery of this Agreement, notwithstanding any 
investigations which may be made by the Lenders. 

ARTICLE VI - COVENANTS 

6.01 Positive Covenants 

The Borrower hereby covenants and agrees with the Lenders that it will: 

(a) punctually pay all principal, interest and other amounts due 
hereunder at the times and in the manner specified herein; 

(b) maintain its corporate existence in good standing, preserve its rights, 
powers, licences, privileges, franchises and goodwill, exercise any rights of 
renewal or extensions of any leases, licences, concessions, franchises or any other 
rights whatsoever which are necessary or material to the conduct of its business, 
and do all things within its c'ontro1. to cause the Project to be constructed in 
accordance with the Project Budget and the Project Schedule; 

(c) observe and perform all of its obligations under each Borrower 
Material Agreement and use its best efforts to cause De Beers to observe and 
perform all of its obligations under each De Beers Material Agreement; 
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(d) (i) observe and perform all of its obligations under each Borrower 
Material Permit, and in the case of any Borrower Material Permit which requires 
renewal, cause such Borrower Material Permit to be renewed prior to the expiry 
thereof, and (ii) use its best efforts to cause De Beers to observe and perform all 
of its obligations under each De Beers Material Permit, and in the case of any De 
Beers Material Permit which requires renewal, use its best efforts to cause such 
De Beers Material Permit to be renewed prior to the expiry thereof; 

(e) comply in all material respects with all applicable Laws including, 
without limitation, all Requirements of Environmental Law; duly observe and 
comply with all requirements of all Governmental Authorities; and promptly 
and diligently take all such steps and do all such things as may be necessary to 
rectify any non-compliance which may at any time exist under any such Laws or 
to comply with any notice of violation, deficiency notice, order or similar advice 
or proceeding from or issued by any Governmental Authority relating to or 
affecting the Borrower or the Project Assets or any part thereof; 

(f) pay when due all rents, taxes, rates, levies, assessments and 
governmental charges, fees and dues lawfully levied, assessed or imposed in 
respect of its property which are necessary or material to the conduct of its 
business, and deliver to each Lender receipts evidencing such payments from 
time to time as such Lender may request, except any such rent, tax, rate, levy, 
assessment, governmental charge, fee or due which is being contested in good 
faith and by proper proceedin.gs and in respect of which the Borrower has 
established adequate reserves in accordance with GAM or which are Permitted 
Liens; 

(g) maintain adequate books, accounts and records in accordance with 
GAAP; 

(h) keep its property and assets in good repair and working condition; 

(i) at any reasonable time or times and upon reasonable notice, permit the 
Lenders and their respective employees and agents, to visit, inspect and have 
access to the Project Assets and to examine all books of account, records, reports, 
documents, papers, and data relating to the Borrower and the Project and to 
make copies and take extracts thereof, and to discuss its business, affairs, 
finances and accounts with its appropriate executive officers, senior financial 
officers, accountants and other financial advisors whether or not any such 
information may be considered confidential, and, to the extent that the Borrower 
has authority to grant such permission, to conduct environmental site 
assessments of the Project LaIlds, and the Borrower agrees to obtain such 
additional consents and further assurances from Governmental Authorities and 
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other Persons as may be reasonably requested by the Lenders in connection with 
the foregoing; 

G) maintain all of its property, assets and undertaking free of all Liens 
whatsoever except for Permitted Encumbrances; 

(1<) obtain from financially responsible insurance companies satisfactory to 
the Lenders and maintain liability insurance, all-risks property insurance on a 
replacement cost basis and insurance in respect of such other risks as the Lenders 
may reasonably require from time to time or self-insure with respect to such risks 
supported at all times by, subj~t to section 6.01(1), a minimum of $4,000,000 in 
the Insurance Reserve Account; all of which policies of insurance or self­
insurance arrangements shall be upon terms and conditions satisfactory to the 
Lenders; and the interest of the Lenders shall be noted as first mortgagee or loss 
payee on any such policies (except liability insurance); and the Lenders shall be 
named as additional insureds under any such liability insurance policies; and the 
Lenders shall be provided with certificates of insurance and certified copies of 
any such policies from time to time upon request; 

(1) the Lenders acknowledge that the balance in the Insurance Reserve 
Account as at the Closing Date will be an amount less than $4,000,000 but greater 
than $3,657,000; which balance the Borrower agrees shall increase monthly and 
reach $4,000,000 no later than April 1, 2007; and the parties hereto agree that in 
the event of a casualty event involving any of the Project Assets (which, for 
greater certainty, does not include regular maintenance and repair) which the 
Borrower is not able to pay for through its operating budget, the Borrower shall 
be entitled to withdraw funds from the Insurance Reserve Account to deal with 
the costs of such casualty event without breaching the requirement to maintain a 
minimum balance of $4,OOO,OOQjn the Insurance Reserve Account; provided that 
in any such event, and to the e~t~nt the balance in the Insurance Reserve Account 
is then less than $4,000,000, the Borrower shall (i) only use such funds to pay the 
costs associated with such casualty event, (ii) provide the Lenders with copies of 
invoices supporting such expenditures together with a reconciliation statement 
with respect to the balance in the Insurance Reserve Account and an explanation 
of the costs incurred (which the Borrower shall include with its quarterly 
compliance certificate delivered pursuant to Section 6.04(b)), (iii) thereafter 
deposit to the Insurance Reserve Account any Net Cash Flow until such time as 
the balance of $4,000,000 has been restored, and (iv) until the balance in the 
Insurance Reserve Account has been restored to $4,000,000, include with its 
quarterly compliance certificate-delivered to the Lenders pursuant to Section 
6.04(b), a reconciliation statement setting out the amount of Net Cash Flow 
achieved during the fiscal quarter covered by such compliance certificate; and 
provided further that the Borrower agrees that it shall only be permitted (in 
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addition to simply leaving funds on deposit in the Insurance Reserve Account) to 
invest funds in the Insurance Reserve Account in the following instruments: 

(i) in short to medium term investments with a term to 
maturity not exceeding 90 days, issued by a bank listed on 
Schedule 1 to the Bank Act (Canada) with at least a "R-l 
(mid)" short term debt rating by Dominion Bond Rating 
Services Umited; or 

(ii) in bankers' acceptances having a term to maturity not 
exceeding 90 days with a bank listed on Schedule 1 to the 
Bank Act (Canada) with at least a "R-l (mid)" short term 
debt rating by Dominion Bond Rating Services Limited; or 

(iii) in short or medium term investments with a term to 
maturity not exceeding 90 days, issued or guaranteed by the 
Government of Canada or by any Province of Canada with 
at least a "R-l (mid)" short term debt rating by Dominion 
Bond Rating Services Limited. 

(m) fulfil all covenants and obligations to be performed by it under this 
Agreement, the Security and under any other agreement or undertaking now or 
hereafter made between it and any Lender; 

(n) upon becoming aware of any of the following, give prompt notice 
written to the Lenders of any of the following: 
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(i) if any representation or warranty herein becomes incorrect 
in any material fashion; 

(ii) the occurrence of an Event of Default or Potential Event of 
Default; 

(iii) the issuance by the OEB of its decision in the rate case to be 
filed in the fall of 2006 or early 2007; 

(iv) any notice of expropriation OJ;' similar action or proceeding 
in respect of the Borrower, the Project or any Project Assets; 

(v) any material claim, proceeding or litigation in respect of the 
Borrower or all or any portion of the Project Assets, whether 
or not any such claim, proceeding or litigation is covered by 
insurance; 

(vi) any material violation of any Law by the Borrower; 
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(vii) the termination of or the occurrence of a material default 
under a Material Agreement or a Material Permit; 

(viii) any material damage to or destruction of all or any portion 
of the Project Assets; 

(ix) any material delay or anticipated delay in construction of the 
Project; 

(x) the existence of any Lien against the Borrower or all or any 
portion of the Project Assets; and 

(xi) the occurrence of any event or development which could 
constitute a Material Adverse Change; 

(0) provide the Lenders with such further Security and provide the 
Lenders with such further, information, financial data, documentation and other 
assurances as they may reasonably require from time to time; 

(p) provide the Lenders with updates on any material developments 
relating to the issue of the relocation of the community of Kashechewan upon 
becoming aware of any such developments together with an explanation of the 
likely impact of any such developments on the ability of the Borrower to perform 
its obligations hereunder; and· . 

(q) ensure, on or before December 31, 2006, that the interest of the Lenders 
is noted as first mortgagee on all insurance required pursuant to the OPGW 
Agreement, the Substation Contract and the Fibre Optic Cable Installation 
Contract. 

6.02 Negative Covenants 

The Borrower hereby covenants and agrees with the Lenders that it will 
not, without the prior written consent of the Lenders: 

(a) make any expenditures in respect of the Project except in payment of 
Project Costs incurred prior to the Project Completion Date for each component 
of the Project not in excess of the Project Budget relating to such component of 
the Project; 

(b) incur any indebtedness or obligations except for (i) indebtedness to the 
Lenders under this Agreement; (ii) indebtedness secured by Permitted 
Encumbrances; (iii) secured indebtedness under a credit facility with Bank of 
Montreal not in excess of $500,000 for working capital purposes provided such 
indebtedness ranks pari passu with and not in priority to the Security; and (iv) 
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subject to the prior written approval of the Lenders, not to be unreasonably 
withheld, any other indebtedness provided that (x) the Borrower is, at the time 
such indebtedness is incurred, in compliance with the financial covenants set out 
in section 6.03, and (y) such indebtedness would not cause the Borrower to be in 
breach of the financial covenants set out in section 6.03; 

(c) create or permit to exist a Lien in respect of any of the Project Assets 
other than the Project Assets relating to the DeBeers Project, except for Permitted 
Encumbrances; provided, however, that the Borrower shall use its best efforts to 
ensure that De Beers Canada 'Inc. does not create or permit to exist a Lien in 
respect of any of the Project Assets relating to the DeBeers Project, except for 
Permitted Encumbrances; 

(d) directly or indirectly sell or otherwise dispose of any of its assets at any 
time following the occurrence of an Event of Default which is continuing; 
provided that prior to the occurrence of an Event of Default, the Borrower may 
(i) without restriction sell or dispose of any of its assets up to an aggregate 
amount of $200,000 in any fiscal year and (ii) without restriction sell or dispose of 
any of its assets in an aggregate amount greater than $200,000 in any fiscal year 
but the proceeds of any such sale or disposition in any fiscal year in excess of 
$200,000 shall be at the sole discretion of the Borrower (A) applied to the Term 
Loan as a voluntary prepayment thereof, or (B) re-invested in the business of the 
Borrower; 

(e) become obligated under Guarantees; 

(f) make any loans to or investments in any Person; 
. " 

(g) make any Distributiorts, except for the payment of wages and salaries 
to employees and payments to directors of the Borrower made in accordance 
with its financial policy, a copy of which is annexed as Schedule lilli, but only to 
the extent that no Event of Default has occurred and is continuing at the time of 
any such Distribution or would occur as a result of any such Distribution; 

(h) liquidate or dissolve or enter into any consolidation, merger, 
partnership, joint venture, amalgamation or other combination; or enter into any 
transaction whereby all or substantially all of its undertaking, property and 
assets would become the property of any other corporation or Person; 

(i) permit any change in respect of the membership of the Borrower as set 
out in Schedule liD"; 

G) permit any Material Agreement to be assigned, terminated or to be 
materially amended unless (i) such assignment, termination or material 
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amendment is required to be effected as a result of a breach by parties to the 
Material Agreement other than the Borrower, and (ii) such assignment, 
termination or material amendment will not adversely affect Project Costs or the 
Project Schedule; 

(k) permit any Material Permit to be terminated or to be materially 
amended; or 

(1) enter into any contract with any Related Person for the sale, purchase, 
lease or other dealing in any property or services, except at an amount equal to 
the fair market value of such property or services. 

6.03 Financial Covenants 

The Borrower agrees to maintain the financial ratios listed below: 

(a) the ratio of Debt of the Borrower to Capitalization shall not be greater 
than 60% as at the end of each fiscal quarter of the Borrower; and 

(b) the ratio of EBITDA to Debt Service, determined as at the end of each 
fiscal quarter in respect of each immediately preceding four (4) fiscal quarter 
period, shall not be less than 1.2 to 1.0. 

With respect to the covenant set out in Section 6.03 (b), the Lenders have agreed 
to reduce the ratio of EBITDA to Debt Service for the fiscal quarters beginning 
January 1, 2009 and ending December 31, 2013 (the "Relevant Period") to 1.1 to 
1.0 provided that during such period the Borrower maintains a cash balance of at 
least $500,000 in a debt service reserve account with a bank listed in Schedule 1 
of the Bank Act (Canada) under the sole control of the Lenders. For greater 
certainty, the failure of the Borrower to establish such an account will mean that 
it must comply with the ratio of EBITDA to Debt Service set out in Section 6.03 
(b) during the Relevant Period. In addition, the Borrower may, at any time 
during the Relevant Period, be entitled to a return of the funds on deposit in the 
debt service reserve account d~~cribed above if the Borrower is in compliance 
with the ratio of EBITDA to Debt Service set out in Section 6.03 (b). 

6.04 Reporting Requirements 

The Borrower shall deliver to each Lender the following financial and 
other information: 

(a) annual audited financial statements by the 120th day after the end of 
each fiscal year; 
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(b) quarterly unauditedJiilancial statements by the 90th day after the end 
of each fiscal quarter accomparued by a compliance certificate certified by the 
Treasurer of the Borrower in the form of Schedule "E"; 

(c) the Borrower's annual business plan including revenue, expense and 
cash£low projections on a quarterly basis, balance sheet, detailed capital 
expenditure budget, assumptions and similar matters, prior to each fiscal year 
end of the Borrower; 

(d) quarterly construction progress reports by the 21st day after the end of 
each fiscal quarter comparing actual expenditures for the Project against Project 
expenditures outlined in the Project Budget; and 

(e) such additional information and documents as the Lenders may 
reasonably require from time to time. 

ARTICLE VII- SECURITY 

7.01 Security to be Pr~v:ided by the Borrower 
; 1'1, 

The Borrower agrees to' provide, or cause tq be provided, in favour of the 
Lenders the security listed below in form and substance satisfactory to the 
Lenders (collectively, the "Security") as continuing security for the payment and 
performance of all obligations of the Borrower to the Lenders: 

(a) a general security agreement; 

(b) a hypothecation of the Borrower's insurance reserve fund; 

(c) an assignment of all right, title and interest of the Borrower in each 
Borrower Material Agreement and all benefits thereunder pursuant to an 
assignment agreement containing terms and conditions satisfactory to the 
Lenders together with an acknowledgment from each third party to such 
Material Agreement in form and substance satisfactory to the Lenders; and 

(d) such other security as may be reasonably required by the Lenders from 
time to time. 

7.02 Registration of Security 
•• t. 

The Security shall be "~~gistered where necessary or desirable in the 
opinion of the Lenders to recorci,:and perfect the charges contained therein. 
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ARTICLE VIII - CONDITIONS FOR ADVANCES 

8.01 Conditions Precedent to First Advance 

The Lenders shall have no obligation to make the first Advance under any 
Credit Facility, unless and \l~til the following conditions shall have been 
performed and satisfied: 

(a) all Security shall have been executed and delivered and all 
registrations necessary or desiiable in connection therewith shall have been 
made; 

(b) the Lenders shall have received all officers I certificates and certified 
copies of directors I authorizing resolutions concerning the due authorization, 
execution and delivery of the Documents and such related matters as the 
Lenders may reasonably require; 

(c) the Lenders shall have received a certificate of status or similar 
certificate for the Borrower, issued by its governing jurisdiction; 

(d) the Lenders shall have received a favourable opinion of the Borrower's 
solicitors in connection with the corporate status of the Borrower, the due 
authorization, execution and delivery of the Documents by the Borrower and the 
enforceability thereof; 

(e) the Lenders shall have received evidence in form and substance 
satisfactory to the Lenders that the Material Permits constitute the only permits 
and approvals required in order to complete the Project; 

(f) each Lender shall have completed and be satisfied with the results of 
its due diligence in respect of the Borrower and the Project, specifically including 
the Project Budget, the Project Schedule, the Borrower's entitlement to use the 
Project Lands for the construction of the Project (pursuant to an easement 
agreement or such other form of real property interest as may be satisfactory to 
the Lenders in their discretion), the potential impact of the rights of First Nations 
on the Project, environmental matters, compliance with all regulatory 
requirements, and the results of all searches conducted in respect of the Project 
Assets and the Borrower; 

(g) each Lender shall be satisfied with the terms and conditions of each 
Material Agreement listed in Schedule lip; 

(h) the Lenders shall have received and confirmed their satisfaction with 
the insurance report from Inted(Risk Management; 
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(i) the Lenders shall have received and confirmed their satisfaction with 
the Borrower's most recent interim and annual financial statements; 

G) since the date of the said interim financial statements no Material 
Ad verse Change shall have occurred; 

(1<) the Lenders shall have received such additional evidence, documents 
or undertakings as it may reasonably require to complete the transactions 
contemplated hereby in accordance with the terms and conditions contained in 
this Agreement; 

(1) the issuance of completion bonds and labour and materials bonds 
covering the completion of construction and the payment of all labour and 
subcontracting costs and containing terms and conditions satisfactory to the 
Lenders shall have been arranged by (a) the Borrower or the Contractor with 
respect to the fibre optic cable to be installed between Kashechewan and 
Attawapiskat, Ontario, in the aggregate amount of not less than one-half of the 
fixed price under the Fibre Optic Cable Installation Contract (b) Valard 
Construction Limited with respect to the fibre optic cable to be installed between 
Moosonee and Kashechewan, Ontario, in the aggregate amount of not less than 
one-half of the fixed price under the construction contract governing the De 
Beers Project, and (c) SNC-Lavalin Power Ontario Inc. in connection with the 
Substation Contract, in the aggregate amount of not less than one-half of the 
balance payable to SNC-Lavalin Power Ontario Inc. under the Substation 
Contract; and any interest of the Borrower thereunder shall have been effectively 
assigned to the Lenders; and 

(m) all conditions precedent to the making of Advances shall have been 
satisfied as set out in section 8.02. 

8.02 Conditions for AU,Advances 

The Lenders shall have no obligation to make the first Advance or any 
subsequent Advance unless at the time of making such Advance the following 
terms and conditions shall have been satisfied: 

(a) all conditions precedent to the first Advance as set out in section 8.01 
shall have been satisfied; 

(b) the representations and warranties herein shall continue to be true 
and correct in all material respects as at the date of the requested Advance; 
except that in the case of the representations and warranties contained in 
paragraphs 5.01(i) through (0) (inclusive), the Borrower shall provide updated 
information and the Lenders shall be satisfied with such information; 
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(c) the Borrower shall have complied with all obligations imposed upon it 
pursuant to this Agreement, and no event shall have occurred which constitutes 
an Event of Default or Potential Event of Default, nor shall the making of the 
Advance result in the occurrence of any such event; 

(d) save in respect of the initial Advance hereunder, the Borrower shall 
have given a Draw Request to the Lenders in accordance with the notice 
requirements provided herein, together with, in the case of Advances under the 
Term Loan, a milestone certificate substantially in the form of Certificate 
attached as Schedule 'T' signed by the Borrower confirming the amount of 
Project Costs incurred as at the dCite of such Draw Request together with a 
statement detailing the costs to complete the Project; 

(e) all Material Agreements listed in Schedule "F" shall be in £Ull force and 
effect, and there shall have been no violation of the terms thereof; and no party 
thereto shall have given notice to any Lender regarding any dispute between the 
parties thereto; 

(f) all Material Permits listed in Schedule"~G" shall be in full force and 
effect, and there shall have been no violation of the terms thereof; and with 
respect to those Material Perrriits which have not been obtained to date, the 
Borrower is not aware of any reasonable grounds for believing that such Material 
Permits would not be issued in the ordinary course without the need for the 
holder thereof to comply with any special rules or procedures, agree to any 
onerous terms or conditions or pay any amounts other than routine filing fees.; 

'i... (g) the Lenders shall have received satisfactory evidence that construction 
of the Project to such date has been completed in accordance with the Project 
Budget and the Project Schedule and in compliance with all Material Permits and 
all applicable zoning and building laws and ordinances and applicable plans and 
specifications; and all of the work, materials and fixtures customarily furnished 
and installed at the current stage of construction have been furnished and 
installed and are of acceptable quality; 

(h) all subcontractors and all other Persons who have supplied materials 
and services in connection with' the Project shall have received payment in full 
(except for holdbacks under !the Construction Lien Act (Ontario)), and no 
construction lien shall have been claimed or registered against title to any of the 
Project Lands and no notice of aflY construction lien shall have been received by 
any Lender; and 

(i) the cost to complete the Project as at such date does not exceed the 
undrawn principal amount of the Term Loan. 
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8.03 Timing and Amount of Advances 

In the case of an Advance under the Term Loan, the Borrower shall submit 
a Draw Request to the Lenders not more frequently than once per month. Each 
Draw Request shall be in the f~rm of Schedule "B". With respect to the Term 
Loan, the initial Advance to be made on the Closhlg Date shall be in an amount 
equal to the sum of the amount, required to prepay the Pacific & Western Public 
Sector Financing Corp. loan in 'the amount of $1,705,341.05 (as at November I, 
2006). Subsequent Advances under the Term Loan will be advanced in 
accordance with the amounts of, and the timing of, disbursements outlined in the 
Project Budget, as the same may be amended, replaced or restated from time to 
time. 

ARTICLE IX - DEFAULT AND REMEDIES 

9.01 Events of Default 

The occurrence of anyone or more of the following events, after the 
expiry of any applicable cure period set out below, shall constitute a default (an 
"Event of Defaultll

) under this Agreement: 

(a) the Borrower fails to pay any principal, interest or other amount to any 
Lender when due hereunder c,trid such failure is not remedied within five days 
written notice thereof by the Lei:1ders; :=_ 

(b) any representation, warranty or statement made,tcYany-:l.@nderlby the 
Borrower hereinOFinan-y-Dm-w-Requestwasincorrect in any material respect on 
t?~:date on which.sUch·I.a~eeertt2rti.ml., warranty or statement was made; 

(c) the Borrower fails to perform or comply with any of its covenants or 
obligations contained in this Agreement (other than those set out in paragraphs 
(a) and (b) above), or the Borrower fails to perform or comply with any of its 
covenants or obligations in any other agreement made between the Borrower 
and any Lender (including without limitation, the Security) following receipt of 
notice of such non-compliance from the Lenders; provided that if such non­
compliance is capable of remedy within thirty (30) days, the Borrower diligently 
attempts to remedy such non-compliance and continuously informs the Lenders 
of its efforts in this regard, and such non-compliance is remedied within such 
thirty (30) day period, then such non-compliance shall be deemed not to 
constitute an Event of Default; 

(d) any Material Agreem;¢ht or Material Permit is cancelled or terminated 
for any reason whatsoever or €&pires (unless renewed or replaced prior to such 
expiry on terms which are not materially different), or if the Borrower is in 
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default in the payment or performance of, or otherwise in breach of any term, 
condition, covenant, agreement, representation or warranty contained in any 
Material Agreement or Material Permit and such default or breach has not been 
remedied within any applicable period of grace contained therein; 

(e) the Borrower ceases, or threatens to cease, to carry on business or 
makes a general assignment for the benefit of creditors; or any proceeding or 
filing is instituted or made by the Borrower seeking relief on its behalf as debtor, 
or to adjudicate it a bankrupt..or insolvent, or seeking liquidation, winding-up, 
reorganization, arrangement, aq,justment or composition of it or its debts under 
any applicable insolvency legislation or seeking appointment of a receiver, 
trustee, liquidator, custodian or other similar official for it or for any of the 
Project Assets; or if the Borrower takes any corporate action to authorize any of 
the actions set forth in this paragraph; 

(f) any proceeding or filing is instituted or made against the Borrower 
seeking to have an order for relief entered against it as debtor or to adjudicate it a 
bankrupt or insolvent, or seeking liquidation, winding-up, reorganization, 
arrangement, adjustment or composition of it or its debts under any applicable 
insolvency legislation, or seeking appointment of a receiver, trustee, custodian or 
other similar official for it or any of the Project Assets, unless the same is being 
contested actively and diligently in good faith by appropriate and timely 
proceedings and is dismissed, vacated or permanently stayed within 30 days of 
institution; 

(g) any Person takes possession of any property of the Borrower that is 
material to its financial condigon, business or operations by way of or in 
contemplation of enforcemen(M security, or a distress or execution or similar ."". process is levied or enforced against any such prop'erty; 

(h) any party to a Material Agreement, other than the Borrower, 
terminates or purports to terminate its obligations under such Material 
Agreement, disputes the validity or enforceability of such Material Agreement; 
or is for any reason incapable or unwilling to perform its obligations under such 
Material Agreement or advises of its intention not to perform such obligations, 
and such event would (i) have a material adverse effect on the Project Schedule 
and (ii) the Borrower has not remedied the effects of such event within 15 days 
written notice thereof by the Lender by replacing the Material Agreement in 
question to the satisfaction of the Lender, acting reasonably, or otherwise; 

(i) the Borrower ceases to be a Licensed Transmitter; 

G) the OEB decreases the Borrower's revenue requirement after the 
conclusion of the rate-hearing case of the Borrower before the OEB and the 
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Borrower cannot demonstrate to the Lenders' satisfaction its ability to continue 
to comply with the financial covenants contained in section 6.03 hereof; 

(1<) any insurance required to be maintained by the Borrower hereunder is 
terminated and is not replaced by the Borrower prior to the effective date of such 
termination; 

(1) one or more judgments for the payment of money in the aggregate 
amount of $50,000 or more shall have been obtained or entered against the 
-Borrower and shall not be paid, vacated or stayed within 30 days; 

(m) any Lien attaches to any assets or property of the Borrower, except 
for Permitted Encumbrances, unless the Borrower immediately commences 
appropriate steps to have such Lien released and such Lien is released within 10 
days of attachment; 

." 

(n) any Governmental Authority shall take any action to condemn, seize 
or appropriate the Project or any Project Assets in whole or in part, or any other 
property of the Borrower that is material to its financial condition, business or 
operations; 

(0) any permit issued pursuant to section 28 of the Indian Act (Canada) in 
connection with the Project is amended or withdrawn; or 

(p) an event occurs relating to the Borrower which in the opinion of the 
Lenders, acting reasonably, constitutes a Material Adverse Change. 

9.02 Acceleration upon Event of Default 

Upon the occurrence of an Insolvency Default, all obligations of the 
Borrower to the Lenders shall become immediately due and payable, without the 
necessity of any demand upon or notice to the Borrower by the Lenders. Upon 
the occurrence of any Event of Default other than an Insolvency Default, the 
Lenders may by written notice delivered to the Borrower declare all obligations 
of the Borrower to the Lenders "to be immediately due and payable. 

9.03 Combining Accounts; Set-Off 

Upon the occurrence of an Event of Default, in addition to and not in 
limitation of any rights now or hereafter granted under applicable law, each 
Lender may without notice to the Borrower at any time and from time to time: 

(a) combine, consolidate or merge any or all of the deposits or other 
accounts maintained with such Lender by the Borrower (whether term, notice, 
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demand or otherwise and whether matured or unmatured) and the Borrower's 
obligations to such Lender hereunder; and 

(b) set off, apply or transfer any or all sums standing to the credit of any 
such deposits or accounts in or towards the satisfaction of the said obligations. 

9.04 Appropriation of Monies 

Subject to the terms of this Agreement, each Lender may from time to time 
after an Event of Default appropriate any Proceeds of Security received by it 
against such portion of the Obligations due to such Lender by the Borrower in 
such Lender's discretion, and the Borrower may not require any different 
appropriation. The taking of a judgment or any other action or dealing 
whatsoever by the Lenders in respect of the Security shall not operate as a 
merger of any of the Borrower's obligations hereunder or in any way affect or 
prejudice the rights, remedies and powers which the Lenders may have, and the 
foreclosure, surrender, cancellation or any other dealing with any Security or the 
said obligations shall not release or affect the liability of the Borrower or any 
other Person in respect of the remaining portion of the said obligations . . 

.. -
9.05 No Further Advances 

Upon the occurrence of an Event of Default, the Lenders shall not be 
obliged to make any further AdVances. 

9.06 Garnishment Notices 

If any Lender receives any garnishment notice or other notice of similar 
effect in respect of the Borrower pursuant to the Income Tax Act (Canada), or any 
similar notice under any other federal or provincial statute, then for so long as 
such notice is effective (as determined by the Lenders), the Lenders shall not be 
obliged to provide any further Advances hereunder, whether or not an Event of 
Default has occurred. 

9.07 Remedies Cumulative 

All of the rights and remedies granted to the Lenders in this Agreement, 
and any other documents or instruments in existence between the parties or 
contemplated hereby, and any o~her rights and remedies available to the Lenders 
at law or in equity, shall be cumlllative. The exercise or failure to exercise any of 
the said remedies shall not constitute a waiver or release thereof or of any other 
right or remedy, and shall be non-exclusive. 
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9.08 Insolvency Proceedings 

If the Borrower intends to take the benefit of any statute affecting 
creditors' rights generally, including without limitation making an assignment 
for the general benefit of creditors, making a proposal or filing a notice of 
intention to make a proposal under the Bankruptcy and Insolvency Act (Canada) or 
bringing proceedings under the Companies Creditors Arrangement Act (Canada), 
the Borrower covenants and agrees to provide the Lenders with five Business 
Days' prior written notice before any of the aforementioned proceedings are 
commenced. As soon as possible prior to the commencement of any such 
proceedings, the Borrower shall provide to the Lenders copies of all relevant 
filing materials, including, without limitation, copies of draft court orders, plans 
of compromise, proposals and notices of intention. During this notice period the 
Lenders may, in its sole discretion, elect to exercise any and all rights and 
remedies as set out in this Agreement. 

ARTICLE X - INTERCREDITOR PROVISIONS 

10.01 Dealing with the Lenders 

Except to the extent otherwise directed by the Lenders or as otherwise 
provided in this Agreement, the Borrower shall deal with PW in respect of all 
payments required to be made by the Borrower to the Lenders under the Credit 
Facilities. With respect to all matters other than payments required to be made 
under the Credit Facilities, including the reporting of financial and other 
information, the Borrower shall 'deal with both Lenders. 

10.02 Decision-Making' ;,1: 

Any action to be taken or decision or determination to be made by the 
Lenders in respect of the Security or the administration of the Credit Facilities 
(such as the granting of any approval or consent or the provision of any waiver 
in respect of a breach of any covenant) shall be made or taken by the Lenders 
(and their respective successors and permitted assigns) acting unanimously. 

10.03 Lenders' Obligations Several; No Partnership 

The obligations of each Lender under this Agreement are several. The 
failure of a Lender to carry out its obligations hereunder shall not relieve the 
other Lender of any of its obligations hereunder other than as specifically 
provided for in this Agreement. Neither Lender shall be responsible for the 
obligations of the other Lender hereunder. Neither the entering into of this 
Agreement nor the completion of any transactions contemplated herein shall 
constitute the Lenders a partners~p. 
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10.04 Sharing of Information 

The Lenders may share among themselves any information they may have 
from time to time concerning the Borrower, whether or not such information is 
confidential, but shall have no obligation to do so except that each Lender shall 
promptly inform the other if it becomes aware of any other matter concerning the 
Security which it considers to be material. 

10.05 Acknowledgment by Borrower 

The Borrower hereby acknowledges notice of the terms of the provisions 
of this Article X and agrees to be bound hereby to the extent of its obligations 
hereunder, and further agrees not make any payments, take any action or omit to 
take any action which could result in the non-compliance by any Lender with its 
obligations hereunder.' . 

10.06 Amendments to Article X 

The Borrower hereby consents to the Lenders entering into any agreement 
among themselves which has the effect of amending the rights and obligations of 
the Lenders under this Article X, provided that the substantive rights of the 
Borrower are not materially adversely affected thereby. 

ARTICLE XI - GENERAL 

11.01 Waiver 

The failure or delay by the Lenders in exercising any right or privilege 
with respect to the non-compliance with any provisions of this Agreement by the 
Borrower and any course of action on the part of the Lenders, shall not operate as 
a waiver of any rights of the Lenders unless made in writing by the Lenders. 
Any such waiver shall be effective only in the specific instance and for the 
purpose for which it is given and shall not constitute a waiver of any other rights 
and remedies of the Lenders with respect to any other or future non-compliance. 

11.02 Governing Law 

This Agreement shall be interpreted in accordance with the laws of the 
Province of Ontario. Without prejudice to the right of the Lenders to commence 
any proceedings with respect to this Agreement in any other proper jurisdiction, 
the parties hereby attorn and submit to the jurisdiction of the courts of the 
Province of Ontario. 
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11.03 Reimbursement of Expenses 

Whether or not the transactions contemplated by this Agreement are 
completed or Advances are made, the Borrower agrees to pay all reasonable 
expenses incurred by each Lender, including reasonable legal expenses on a 
solicitor and his own client basis, in connection with due diligence conducted by 
the Lenders, the preparation of this Agreement, the Security and all documents 
contemplated hereby, the administration or interpretation of such documents, 
the protection and enforcement of the rights of the Lenders provided for thereby, 
the enforcement of the Security, and the preparation of any waivers, partial 
discharges and similar matters which may be required; together with interest 
after demand at the highest rate then applicable to the Credit Facilities. If the 
Borrower has not paid any such expenses incurred by a Lender within 30 days 
after receipt of a written request, the Borrower hereby authorizes the Lenders to 
make an Advance payable to the Lenders in the amount of such expenses in 
order to pay any such expenses. 

11.04 General Indemnity 

In addition to any other liability of the Borrower hereunder, the Borrower 
agrees to indemnify and save harmless the Lenders from and against all 
liabilities, obligations, losses, damages, penalties, actions, judgments, suits, costs, 
expenses or disbursements of any kind or nature whatsoever which may be 
imposed on, incurred by or asserted against the Lenders which relate or arise out 
of or result from any failure by the Borrower to satisfy its obligations to the 
Lenders when due or fulfil any of its other obligations to the Lenders hereunder 
including, without limitation, any costs or expenses incurred by reason of the 
liquidation or re-employment in whole or in part of deposits or other funds 
required by the Lenders to fund or maintain the Credit Facilities or as a result of 
the Borrower's failure to take .. any action on the date required hereunder or 

"1 It' 

specified by it in any notice giY'rP hereunder; except tO,the extent that any of the 
foregoing liabilities, losses, damages, penalties and expenses were caused by the 
gross negligence or wilful misconduct of the Lenders or their said agents. 

11.05 Environmental Indemnity 

In addition to any other liability of the Borrower hereunder, the Borrower 
agrees to indemnify and save harmless the Lenders and their successors and 
assignees, any agent of the Lenders or such successors or assignees and the 
respective officers, directors and employees of the foregoing (collectively, the 
"Indemnitees") from and against: 
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(a) any losses suffered by the Indemnitees [dr, in connection with, or as a 
direct or indirect result of, the failure of the Borrower to comply with all 
Requirements of Environmental Law; 

(b) any losses suffered by the Indemnitees for, in connection with, or as a 
direct or indirect result of, the presence of any Hazardous Material situated in, 
on or under the Project Lands or any other property owned by the Borrower or 
upon which it carries on business, specifically including without limiting the 
generality of the foregoing, any diminution in value of the business, property 
and assets of such Person; and 

(c) any and all liabilities, losses, damages, pehalties, expenses (including 
reasonable legal fees on a solicitor and his own client basis) and claims which 
may be paid, incurred or asserted against the Indemnitees for, in connection 
with, or as a direct or indirect result of, any legal or administrative proceedings 
with respect to the presence of any Hazardous Material on or under the Project 
Lands or any other property o:w.ned by the Borrower or upon which it carries on 
business, or the discharge, emi$s~on, spill, radiation or disposal by any of them of 
any Hazardous Material into or ~pon any lcm~, the atmosphere, or any 
watercourse or body of wat~r; including, without limitation the costs of 
defending and/ or counterclaiIiung or claiming over against third parties in 
respect of any action or matter and any cost, liability or damage arising out of a 
settlement entered into by the Indemnitees of any such action or matter; 

except to the extent that any of the foregoing liabilities, losses, damages, 
penalties and expenses were caused by the gross negligence or wilful misconduct 
of the Lenders or their said agents. 

11.06 Interest on Unpaid Costs and Expenses 

If the Borrower fails to pay when due any amount in respect of fees, costs, 
expenses or any other amount required to be paid by it hereunder (other than 
principal or interest on Advances), it shall pay interest on such unpaid amount 
from the time such amount is due until paid at the rate equal to the highest rate 
of interest then applicable to the Credit Facilities, with interest on overdue 
interest calculated and compourtded monthly in arrears on the last day of each 
and every month. ,'::' 

11.07 Notice 

Without prejudice to any other method of gIvmg notice, all 
communications provided for or permitted hereunder shall be in writing and 
delivered to the addressee by prepaid private courier or sent by telecopy or other 
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direct written electronic means, to the applicable address and to the attention of 
the officer of the addressee as follows: 

to the Borrower: 

toPW: 
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Five Nations Energy Inc. 
R.R. #3 
19 Colborne Street North 
Goderich, Ontario N7 A 3X9 

Attention: Ed Chilton 
telecopier no. (519) 529-1103 

with a copy to: 

Five Nations Energy Inc. 
Suite 421, 70-C Mountjoy Street North 
Timmins, Ontario 
P4N4V7 

Attention: Rod Reimer 
telecopier no. (70~Y268-0071 

with a further copy to: 

Ogilvy Renault LLP 
Suite 3800, Royal Bank Plaza, South Tower 
200 Bay Street 
P.O. Box 84 
Toronto, Ontario 
M5J 2Z4 

Attention: Valerie Helbronner 
telecopier no. (416) 216-3930 

Pacific & Western Bank of Canada 
Suite 2002, Talbot Centre 
140 Fullarton Street, 
London, Ontario '';' 
N6A5P2 
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Attention: Vice-President 
telecopier no. (519) 645-2060 

to MANULIFE: 

The Manufacturers Life Insurance Company 
200 Bloor Street East, NT-4 
Toronto, Ontario, .. 
M4W1E5 ' 

Attention: Director 
telecopier no. (416) 852-6333 

Any such communication shall be deemed to have been validly and 
effectively given on the day on which it is delivered or transmitted, as the case 
may be, if delivered or transmitted on a Business Day on or before 5:00 p.m. 
(local time of the intended recipient), and otherwise on the next following 
Business Day. Any party may change its address for service by notice given in 
the foregOing manner. 

11.08 Severability 

Any provision of this Agreement which is illegal, prohibited or 
unenforceable in any jurisdiction, in whole or in part, shall not invalidate the 
remaining provisions hereof; and any such illegality, prohibition or 
unenforceability in any such jurisdiction shall not invalidate or render 
unenforceable such provision ID.'any other jurisdiction. 

11.09 Further Assurances 

The Borrower shall, at its' expense, promptly execute and deliver or cause 
to be executed and delivered to the Lenders upon request from time to time all 
such other and further documents, agreements, opinions, certificates and 
instruments in compliance with this Agreement, or if necessary or desirable to 
more fully record or evidence the obligations intended to be entered into herein, 
or to make any recording, file any notice or obtain any consent. 

11.10 Time of the Essence 

Time shall be of the essence of this Agreement. 

Credit Agreement 
File No. 50-1069 

,.1,. 
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11.11 Assignment and Participation 

Neither the benefits nor the obligations of this Agreement may be 
assigned by any party without the prior written consent of each other party, 
except as follows: 

(a) A Lender may assign all or any portion of its rights under this 
Agreement from time to time to· other financial institutions prior to the 
occurrence of an Event of Default with the prior written consent of both the 
Borrower and the other Lender and after the occurrence of an Event of Default 
without obtaining the prior written consent of the Borrower, but subject to 
obtaining the prior written consent of each other Lender. A Lender may assign 
all or any portion of its rights under this Agreement from time to time to any of 
its Affiliates without obtaining the prior written consent of the Borrower or the 
other Lender. Any Lender which assigns all or any portion of its rights under 
this Agreement shall give written notice of such assignment to the Borrower 
prior to or promptly after such assignment. 

(b) A Lender may grant a participation in all or any portion of its rights 
under this Agreement from time to time to other financial institutions without 
notice to or obtaining the prior written consent of the Borrower or any other 
Lender. 

The Borrower acknowledges that each Lender is entitled to charge fees to 
any such assignees or participants as may be agreed between such Lender and 
such assignees or participants. The Borrower agrees to co-operate fully with such 
Lender in connection with any assignment or participation, and agrees to execute 
and deliver from time to time in favour of such Lender and any such assignees or 
participants such documents and assurances as may be reasonably required to 
effect the foregoing, provided that such assignee or participant shall reimburse 
the Borrower for its reasonable legal expenses (if any) incurred in connection 
with the provision of such documents and assurances. 

11.12 Announcements 

Except as required by law or by the rules and regulations of any securities 
commission, stock exchange or other regulatory authority having jurisdiction 
over a party, no party will make any announcement, press release or public 
statement relating in any manner to this Agreement without first furnishing the 
proposed text thereof to the other parties. The other parties will have two 
Business Days after receipt of the proposed text to provide comments, failing 
which a party will be deemed to have consented to such disclosure. 

Credit Agreement 
File No. 50-1069 
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11.13 Entire Agreement! 

This Agreement, the Security and any other documents or instruments 
contemplated hereby shall constitute the entire agreement and understanding 
between the Borrower and the Lenders relating to the subject-matter hereof. No 
provision of this Agreement, or any other document or instrument in existence 
among the parties may be modified, waived or terminated except by an 
instrument in writing executed by the party against whom such modification, 
waiver or termination is sought to be enforced. 

11.14 Paramountcy 

If there is any conflict between the provisions contained in this Agreement 
and the provisions contained in any other Document, the provisions of this 
Agreement shall govern and shall override the provisions contained in such 
other Document. 

11.15 Execution by Fax and Counterparts 

This Agreement may be. executed in several counterparts, each of which, 
when so executed, shall be deemed to be an original and which counterparts 
together shall constitute one and the same Agreement. This Agreement may be 
executed by facsimile, and any signature contained hereon by facsimile shall be 
deemed to be equivalent to an original signature for all purposes. 

11.16 Binding Effect 

This Agreement shall be binding upon and shall enure to the benefit of the 
parties and their respective successors and permitted assigns; 1/ successors" 
includes any corporation resulting from the amalgamation of any party with any 
other corporation. 

Credit Agreement 
File No. 50-1069 
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IN WITNESS WHEREOF this Agreement has been executed and 
delivered by the parties hereto under the hands of their proper officers duly 
authorized in that behalf. 

Credit Agreement 
File No. 50·}069 

FIVE NATIONS ENERGY INC. 

(UJSU(if 

THE MANUFACTURERS LIFE 
INSURANCE COMPANY 

by: ___________ _ 

by: _____________________ __ 

PACIFIC & WESTERN BANK OF 
CANADA 

by: ___________ __ 

by: _________________ __ 
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IN WITNESS WHEREOF this Agreement has been executed and 
delivered by the parties hereto under the hands of their proper officers duly 
authorized in that behalf. 

Credit Agreement 
File No. 50·1069 

FIVE NATIONS ENERGY INC. 

by: __________ _ 

by: ___________ _ 

THE~UFACTURERSL~ 
INSURANCE COMPANY 

by:, ______________________________ ___ 

by: ___________ _ 

by: 

NBANKOF 
GreaThom~ 
AIIitant VIce PreIIdent 
Elltem canada lending 

by: --4--j.:-~--------
Nick Krista 
Vice PreSident 
'~'C!dif 8i It & ' 

, S AdmInIstratIon 
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IN WITNESS WHEREOF this Agreement has been executed and 
delivered by the parties hereto under the hands of their proper officers duly 
authorized in that behalf. 

Credit Agreement 
File No. 50-1069 

FIVE NATIONS ENERGY INC. 

by: ______________________ __ 

by: _____________________ __ 

THE MANUFACTURERS LIFE 
INSUR . PANY 

PACIFIC & WESTERN BANK OF 
CANADA 

by: ____________ _ 

by: __________________ _ 
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SCHEDULE A 

PROJECT BUDGET 



FIVE NATIONS ENERGY INC. 

CASHFLOW FORECAST 

YEARS ENDED DECEMBER 31, 2006 TO 2012 



---------------------
Ross, Pope & Company 
Chartered Accountants 
101 Cedar Street South 
Timmins, Ontario 
P4N2G7 

Telephone: (705) 264-9484 
Fax: (705) 264-0788 

inform@rosspope.com 
www.rosspope.com 

NOTICE TO READER ON THE COMPILATION OF A FINANCIAL FORECAST 

We have compiled the financial forecast of Five Nations Energy Inc., consisting of balance sheets as at each 
month end during the six months ended December 31, 2006 and the twelve months ended December 31, 
2007 and as at December 31, 2008, 2009, 2010, 2011 and 2012 and statements of income and cash flows for 
the periods then ending using assumptions with an effective date of November 17, 2006, and other 
information provided by management. Our engagement was performed in accordance with the applicable 
guidance on compilation of a financial forecast issued by the Canadian Institute of Chartered Accountants. 

A compilation is limited to presenting, in the form of a financial forecast, information provided by 
management and does not include evaluating the support for the assumptions or other information underlying 
the forecast. Accordingly, we do not express an opinion or any other form of assurance on the financial 
forecast or assumptions. Further, since this financial forecast is based on assumptions regarding future 
events, actual results will vary from the information presented and the variations may be material. We have 
no responsibility to update this communication for events and circumstances occurring after the date of this 
communication. 

Timmins, Ontario 
November 17, 2006 

ROSS, POPE & COMPANY 
CHARTERED ACCOUNTANTS 
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EIXI tlltlS!!I! i!l!U1l[ I!lSiI 
~g&!ED~![~jI2g0§ 
em-mDDIL FIIlll1l21111 §tltemgDlI 
(UDILYslll!sI- lei tl2Sl2IW B!lsI!D 

(\.. Ac:tua' Actual Forecast Forecast Forecast FOI'IICUt Fol'IICIIIIt Fontcut 
Pro-fODDa Balangl §heeta ~ .!Y.D::i!! a!YI:2l .6YB:U §!D::!I.§ 2!iS:U Hs!x::!I! QW!I 

ASSeTS 
Cash and equivalents 2,592,273 1,919,074 1 .. 783,277 1,496,530 1,202,548 933,936 591,942 464,440 
Accounts receivable (see schedule) 958,127 1,003,920 918,864 916,295 885,745 842,250 869,175 899,725 
Prepaid expenses 124,171 396,067 365,136 334,205 303P4 272,343 241,412 210,481 

3,674,571 3,319,061 3,067,297 2,747.030 2,391.567 2.048.529 1.702,529 1,594,646 
Cash - Restricted for Insurance reserve 2,939.500 3,370,000 3,441.750 3.513,500 3.585.250 3.657,000 3.728.750 3.800.500 
Capital assets (see schedule) 9,764,743 10,737,266 11,130,957 11,523,162 11.917,612 11,895,580 12,412.206 12,557.154 

16,3981814 1714261327 1716401004 1717631692 171694.429 17.601 1109 17,643,485 171952,300 

LIABILITIES 
Bank overdraft 
Accounts payable 380.913 274,183 339,203 339.331 339,275 224.502 351,824 297,058 
Current portion of long-term debt 523,432 523,432 488,628 488,628 488,628 488,628 488,628 488,628 

904,345 797,615 627,831 827,959 827,903 713,130 840,452 785,686 

Long-term debt (see schedule) 6,521,334 6,284,699 6,279,363 6,239,151 6,198,698 5,912,657 5,893,152 5,893,152 
71425,679 71°82,514 7,1071194 7,067,110 7,026,601 6,825,787 8,733,604 6P8,838 

UTILITY EQUITY (DEFICIT) 
Equity in Oparating & Capita' Funds 6.033,635 6,973.813 7,091.060 7.203,082 7.282,578 7,318,322 7,381,131 7,472,962 
Equity 'n Insurance Reserve 2,939,500 3,370,000 3.441,750 3,513,500 3,585,250 3,657,000 3,728,750 3,BOO,500 

8,973,135 10,343,813 10,532,810 10,716,582 10,867,828 10,975,322 11,109,881 11~73,462 
161398,814 17,426,327 17,64°1°04 17;1831692 17,894.429 17,601,109 17,643,485 17,952,300 

Pro-form II ~alance §begl! 
SYI:!I:!S!ollls SSlbe!i!yl!! 

Accounts Reglyable 
leso 510,441 495.112 471.198 486.609 438.059 394.564 421.489 452.039 
Other (net of allowances) 447,686 508,B08 447,886 447,686 447,686 447,686 . 447,686 447,686 

958,127 1,003,920 918,864 918,295 885.745 642,250 8691175 899,725 

(~ 
Long-term debt 
New Financing 1.726,780 1,726,780 
Pacffic & Wastem 2.144.766 1.908.331 1,867.991 1.827.779 1.787.326 1.746,285 
Northam OntariO Heritage Fund 4,900,000 4,900,000 4.900,000 4,900,000 4,900.000 4,655,000 4,655,000 4,655,000 

7,044.786 6,B08.331 6,767.991 6.727.779 6.687,326 6,401,285 6.381.780 6.381.780 
Less: Current portion 523,432 523,432 488.628 488.628 488.628 488,628 488.628 488,628 

6.521 1334 6,2841899 6,279.363 61239,151 6.198,698 51912,657 5.893,152 5,893.152 

Illllt!s! 21l b2!11'l-IIrm Deli!l B!t! 
New Financing 5.490% 7.900 7,900 
Ovardraft Interest 7.700% 
Pacific & Westem 7.145% 70,128 11,051 11.179 10.938 10.350 
Northern Ontario Heritage Fund 0.000% 

70,128 11,051 11,179 101938 10,350 71900 7.900 

See notes to Financial Forecast 
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FI~I HI!tl2DI ~Dlm~ IDlel 
December 31, 2006 
~ro-fs!l:ma FllllDcll1 &Ultlm!DlI 
(UDllu.!dltesi - §ee Motlce 112 Bel!!illr} 

(~ E!ro-!!21lI!8 Bllince §b!itI Actual Actual FOl1lcaat Foree .. t FOl1lca8t FOl1lca8t Forecast Forecast 

§uegort1ng Schedules - !;i!2"IIDyed ~ ~ ~ &!S::!!! hR::!!l ~ Novi" ~ 

~lgltllll!lISI- §YmllllD! tial!ll2wl 
Cost 

Beginning balance 11,666,989 11,666,989 12,863,046 13,300,046 13,737,046 14,177,791 14,202,158 14,766,837 
Additions 111961°57 437,000 437,000 4401745 24,367 564,679 1931626 
Ending balsnce 11,6661989 12,8631046 13,3001046 13,737,046 14,1771791 141202,158 14,766:837 14,960,463 

Accumulated amortization 
Beginning balance 1,882,246 1,882,246 2,125,780 2,169,089 2,213,884 2,260,179 2,306,578 2,354,631 
Amortization 243,534 431309 441795 46,295 46,399 481053 481678 
ending balance 11882,246 21125:180 2,1691089 2~13,884 2~z179 2,3061578 2,3541631 2,4031309 

Net book value 9,784,743 10,737,266 11,130,957 11,523,162 11,9171612 111895,580 121412,206 1215571154 

Cepltal AI"!! Accoynt 
Stallon Egulement 1715 

Cost - Beginning 13,675,872 13,903,872 14,131,872 14,360,241 14,360,241 14,619,785 
Additions 2281°00 228,000 228,369 259,544 150,000 
Cost - Ending 131903,872 141131,872 14,360,241 14,360,241 14,6191785 14,769,785 
Accumulated amortization - Beginning 1,315,522 1,344,488 1,373,929 1,403,846 1,433,763 1,464,221 
Amortization @ 2.5%Jannum 28966 29441 29917 29917 30458 30770 
Accumulated amortization - Ending 1344,488 1373929 1403846 1433763 1484,221 1,494 991 
NBV 12,559,384 12,757,943 12,956,395 12,926,478 13,155,554 13,274,794 

Pol •• and FixtUl1l1 1725 

Cost - Beginning 24,752,319 24,778,043 24,862,043 24,946,043 25,030,492 25,052,359 25,213,402 
Additions 25:124 84,000 84,000 84,449 21,867 161,043 
Cost· Ending 24,778,043 24,862,043 24,946,043 251°30,492 25,052,359 25,213,402 251213,402 
Accumulated amortlzallon • Beginning 3,466,684 3,962,089 4,044,962 4,128,115 4,211,550 4,295,058 4,379,103 
Amortization @ 4%1annum 4951425 821873 83,153 83,435 83,508 84,045 84,045 
Accumulated amortization - Ending 3,962.089 4,0441962 41128,115 4,211,550 4,295,058 41379,103 4,463,148 
NBV 20,815,954 20,817,081 20,817,928 20,818.942 20,757,301 20,834,299 20,750,254 

Overh.ad Conducton; 1730 

Cost - Beginning 8,267,686 8,357,686 8,450,592 8,450,592 8,584,092 

~, 
Additions 90,000 92,906 133,500 25,000 
Cost - Ending 8,357,686 8,450,592 8,450,592 8,584,092 8,609,092 
Accumulated amortization - Beginning 1,351,816 1.379,675 1,407,844 1.436,013 1,464,627 
Amortization @4%/annum 27859 28169 28169 28,614 28697 
Accumulated amortization - Ending 1,379675 1407844 1.436013 1464627 1493324 
NBV 6,97B,011 7,042.748 7,014,579 7,119.465 7,115,768 

Oth.r Caeltel .... te Various 

Cost· Beginning 464,270 516,905 551,905 586,905 621,926 624,426 635,018 
Additions 52,635 35,000 35,000 ·35,021 2,500 10,592 18,626 
Cost· Ending 516,905 551,905 586,905 621,926 624,426 635,018 653,544 
Accumulated amortization - Beginning 115.829 152.636 159,445 166,683 174,353 182,054 189.886 
Amortization @ 14.B%Jannum average 36,809 6,807 7,238 7,670 7,701 7,832 8,062 
Accumulated amortization· Ending 1521638 159,445 168,683 174,353 182,054 189,886 197,948 
NBV 384.267 392,460 420,222 447,573 442,372 445,132 455.696 

40,394,000 40,iii4,795 40.974,104 41,265,658 41,140,73l! 41,554,460 41,596,51~ 

Contrlbullon In Aid of Construcllon 1917 

Cost - Beginning 34,285,460 34,285,460 34,285,460 34,285,460 34,285,460 34,285,460 34,285,460 
Additions 
Cost - Ending 342B5460 34,285460 34285460 34,285460 
Accumulated amortization· Beginning 4,628,726 4.731,622 4,834,518 4.937,414 
Amortization @ 3.6%/annum average 102896 102896 102896 102,896 
Accumulated amortization - Ending 4731622 4834518 4937414 5,040310 
NBV 29,553,838 29,450,942 29,348,046 29,245,150 

1 , 30,9 1 , 311 111917,612 11. 

See notes to Financial Forecast 
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flxl! ~l!llo"1 EIJ!tSlIDC1 

Decl!rnbl!r31,2006 
frg-f2!JD1! fllllngill bl!!ml!llli 
{U "l!.Isll!!s! - il! H!i!llg! lSi Rga!ilgD 

C ..... IIlx Mih Actual Foracast Foreeut Foreeut Forecast Forecast Forecast Forecaat 

flll::f2!JDa 1!l5i2W! il!1!WgDli lWl:2i .!l!I::2§. &Ia:2i ,Iu::g§ ~ l!2X:U ~ !2SIl 

Monthly transmlsslon services weighting 48.90% 9.10% 9.05% 8.46% 7.62% 8.14% 8.73% 100.00% 

Transmission services revanue 2,725,136 471,198 468,609 438.059 394.564 421,489 452,039 5.371.094 
Miscellaneous servlcas revanue 11.649 1.250 1,250 1.250 1.250 1,250 1,250 19.149 
Interast Income (P-2%, 4% assumad) 98,767 18,439 17,417 161700 15,959 15,303 14,402 1961987 

2,835.552 490,887 487.276 456,009 411,773 438.042 467,691 5,567,230 

Expenses 
Amortization 243,536 43.309 44.795 46.295 46.399 48,053 48.678 521.065 
Bad debt expansa (recovery) 9,570 (4.167) (4.167) (4.167) (4,167) (4.167) (4.163) (15,428) 
Board of Directors 60,695 15.833 15.833 15.833 15,833 15,833 15.837 155.697 
Insurance 185.585 33.378 33,378 33.378 33.378 33,378 33,374 385.849 
Interest on I-t debt 70.128 11.051 11.179 10.938 10.350 7,900 7.900 129,446 
Malntenence 286.914 63.035 63,035 63.035 63.035 63.035 63.032 685.121 
OffIce and other 148.007 20.715 20.715 20,715 20.715 20.715 20.719 272.301 
Outald! services 315,173 82.167 82.167 82,167 82.167 82.167 82.163 808.171 
Salaries and beneftts 81,239 20.027 20.027 20,027 20,027 20.027 20.032 201,406 
Travel 64,027 161542 16,542 16,542 16.542 16,542 16.538 163.275 

1.464.874 301.890 303.504 304,763 304,279 303.463 304,110 3.286,903 

Net Income befora undemoted 1,370,678 188,997 183,772 151.248 107,494 134.559 163.581 2,300.327 
Appropriation to Insurance reserve fund 4301500 71,750 71150 71,750 71150 71,750 71 1750 861,000 
Net Income 940,178 117a47 112,022 79,496 35,744 62,809 91.831 1

1
439

1
327 

Debt .. rvlce ratio (Monthly) 4.09 3.34 3.27 2.66 0.31 4.33 18.79 3.76 
Debt .. rvlce ratio (Three Month) N/A N/A NlA 3.09 1.00 0.93 1.06 NlA 

Debt to total capitalization ratio 0.40 0.39 0.39 0.38 0.37 0.36 0.38 
Debt to total capitalization ratio (adJuated) 0.26 0.26 0.26 0.25 0.24 0.24 0.24 

Six Mih Actual Forecast Foreeut Foracaat Foraeast Foracast Forecast 

ft2-f2!JD8 8ml!!Wllli Slf ~i!shfl2W J.lm:2§. .!l!I::2§. &m:!I I!.I!:!!i Oct-Q1l ~ ~ !2SIl 
(\., N~ Income 940.178 117.247 112.022 79.496 35,744 62.809 91.831 499,149 

'" . NOn-cBsh expenses: 
Amortization 243,536 43.309 44.795 46.295 46.399 48.063 48.678 277.529 

Change In: 
Accounte receivable (45.793) 85,036 2,589 30,550 43,495 (26,925) (30.650) 104.195 
Prapald expenses (271,896) 30,931 30,931 30,931 30.931 30.931 30,931 185,586 
Acquisition of capHaI assets (1.196,057) (437,OOO) (437,OOO) (440,745) (24.367) (564,679) (193,626) (2.097,417) 
Accounts payable (106,732) 66.020 128 (56) (114.773) 127.322 (64,766) 22.875 
Repayment of long-term debt (236.435) (40.340) (40.212) (40,453) (286,041) (19.505) (426.551) 
Proceeds of long-term debt 

Increase (Decrease) In cash (673,199) (135,797) (286,747) (293.982) (268,612) (341.994) (107.502) (1.434.634) 
Opening unrestr1cted cash 2.592,213 1,919,074 1,783,277 1,496,530 1.202,648 933,936 591,942 1,919,074 
Closing unrestricted cash 1,9191°74 1,7831277 1

1
496

1
530 1.2021648 9331936 591

1
942 484,440 484,440 

See notes to Financial Forecast 
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EI~! N1lI21!! t;;1l!!lIlt IIlSI 
December 311 2007 
Pro-fg[!!!a Elnal!&lal ~!mIme!lll 
Ull!lysllltd • ~I tiS!llKl t2 B!a5l!r) 

(\.., 
Pro-form! galanS! Shems .IWl:U il!!!::lIZ. .E!a::2l .M!.t::!II AI!t::U ~ iI!.!:!:n 

ASSETS 
Cash and equivalents 484.440 1,352,551 46,768 2,719,615 577,326 908,102 305,932 
Accounts receivable (eee schedule) 899,725 909,046 871,784 868,140 823,609 822,055 923,544 
Prepaid expenses 210,481 179,550 148,619 128,105 107,591 87,077 312,731 

1,594,646 2.441,147 1,067,151 3,716,060 1,508,528 1,817,234 1,542,207 
Cash· Restricted for Insurence reserve 3,BOO,500 3,872,250 4,000,000 4,000,000 4,000,000 4,000,000 4,000,000 
Capital assets (see achedule) 12,557,154 14,955,506 15,281,298 15,892,104 19,816,947 20,362,529 20,634,377 

17,9521300 21 1268,903 20,348,449 23,608,164 25,3251473 26,1791763 26,1761584 

LIABILITIES 
Bank overdraft 
Accounts payable 297,058 1,483,108 427,406 584,544 2,248,228 571,045 434,555 
Current portion of long..tenn debt 488,828 512,445 536,262 580,079 563,898 607113 831,530 

785,686 1,975,553 963,888 1,144,623 2,832,124 1,178,758 1,068,085 

Long-tenn debt (see schedule) 5,893,152 7,869,335 7,845,518 10,82V 01 10,797,884 13,274,067 13,250,250 
6,878,838 9,844,888 8,809,186 11,988,324 13,630,008 14,452,825 14,316,335 

UTILITY EQUITY (DEFICIT) 
Equity In Operating & Capital Funds 7,472,962 7,551,765 7,539,283 7,641,840 7,895,465 7,726,938 7,880,249 
Equity In I nsurence Reserve 3,800,500 3,872,250 4,000,000 4,000,000 4,000,000 4,000,000 4,000,000 

11,273,482 11.424,015 11,539,263 11,841,840 11,895,465 11,726,938 11,860,249 
17,9521300 21 1288,903 2°1348,449 231808,164 2513251473 2611791763 26,176,584 

p[g·formg BalaDS! Shams 
SYR221l1l!S S~hadul!1 ~ ~ ~ .M!.t::!II AI!t::U .rzw:gz il.ID.:2I 

Accounts R.C!lyab!e 
IESO 452,039 461,360 424,078 420,454 375,923 374.369 475.858 
Other (net of allowances) 447,686 447,886 447,886 447,886 447,686 447.686 447,686 

899,725 909,046 871,764 868,140 823,609 822,055 923,544 

G..r Long-term c!tbt 
.' New Financing 1,726,780 3,726.780 3.726.780 6.726.780 6,728,780 9,226,780 9,226.780 

Pacific & Western 
Northern Ontario Heritage Fund 4,655,000 4,655,000 4,655,000 4,655,000 4,655,000 4,655,000 4,655,000 

6.381,780 8,381,780 8,381,780 11,381,780 11,381.780 13,881,780 13,881,780 
Less: Current portion 488,628 512,445 536,262 560,079 563,896 607,713 631,530 

5,8931152 7,869,335 71845,518 10,821,701 10,797,884 13,274,067 13,250,250 

Il!tetlll1 Illl LOl!g-tlrm QIIlt .BID. 
New Financing 5.490% 17,050 17,050 30,775 30,775 42,213 42,213 
Bank overdraft 7.700% 
Pacific & Western 7.145% 
Northern Ontario Heritage Fund 0.000% 

171050 17,050 3°1775 30.775 421213 42.213 

See notes to Financial Forecast 
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EI!II!!I!~I!i!D:I EDIIl1X laG_ 
De!C8mblr :u 2007 
Pro-form! FlnaDGI!1 immmlnts 
(Ynl!udlted - Sa t:lS!~Is;e to Reader;} 

(: .\.., 
Pro-forma Balan!<! §b!ets 
§YIU!S!I:lIDS §~bldYI!s - k!i!DllllYld .!Yn:!!I 

l:ilellllllll1l - §lImmlC£ l!'ill ellal 
Cost 

Beginning balance 14.960,463 14.960,463 17,415.541 17.799,215 18,469.715 22,467.583 23.088.209 
Addltlonll (lIE1e schedule below) 2,455,078 383p4 670,500 3,997,866 620,626 347.645 
Ending balance 14.960,463 17,415.541 17,799,215 18,469,715 22,467.583 23,088,209 23,435.854 

Accumulated amortization 
Beginning balance 2.403,309 2.403.309 2,460.035 2,517,917 2,577,611 2,650,636 2,725,660 
Amortization 726 57882 59694 73025 75044 75797 
Ending balance 2403309 035 2517917 2577 611 2650,638 2725660 2801477 

Net book value 12,557154 506 15281 298 15892104 19816947 20362.529 20834,377 

I:i'e!tal A,,11I &ui2Wlt .!.I!!:!lI f!!!tn ~ 6I!.t:!!Z ~ !l.IuJ:aI 
Station Egulement 1715 

Cost· Beglnn Ing 14,769,785 14.905,285 15,148,841 15,486,841 15,518,716 15.558,151 
Additions 135500 243556 338000 31675 324496 
Cost· Ending 14905285 15148841 15486841 15518716 15882647 
Accumulated amortization· Beginning 1,494.991 1,526,044 1,557,604 1.589,868 1,654,612 
Amortization @ 2.5%1annum 31,053 31,560 32,264 32,331 33,089 
Accumulated amortization· Ending 1,526,044 1,557,604 1,569,868 1,622,199 1,687,701 
NBV 13.379.241 13,591.237 13.896,973 13,896,517 14,194,946 

Poles and FlxtuM 1725 

Cost· Beginning 25.213,402 25.827,402 25,906,670 25,906,670 27,635,670 27,827,943 
Additions 614,000 79,268 1,729,000 192,273 23,149 
Cost - Ending 25,827,402 25,906,670 25,906,670 27,635,670 27,827,943 27,851,092 
Accumulated amortization· Beginning 4,463,148 4,549,239 4,835,595 4,721,951 4,814,070 4,906,830 
Amortization @4%lannum 86091 86356 356 92119 92760 92837 
Accumulated amcrtlzatlon • Ending 4,549239 4635595 4721 1 4,814070 4906 830 4999667 
NBV 21,278,163 21,271,075 21,184 9 22.821,600 22,921,113 22,851,425 

Overhead Conductors 1730 

C\. Cost· Beginning 8,609,092 10,310,829 10,351,679 10,684,179 12,916.172 13,305,090 
Additions 1,701,737 40,850 332,500 2,231,993 388,918 
Cost - Ending 10,310,829 10,351,679 10,684,179 12,916,172 13,305,090 13,305,090 
Accumulated amortization· Beginning 1,493,324 1,527,693 1,562,199 1,597,813 1.640,867 1,685,217 
Amortlzatlcn @4%1annum 34,369 34,506 35,614 43,054 44,350 44,350 
Accumulated amortization - Ending 1,527,693 1.562,199 1,597,813 1,640,867 1,685,217 1,729,567 
NBV 8,783,136 8,789,480 9,086,366 11,275,305 11.619,873 11,575,523 

other Caeltel aaleta Various 
Cost· Beginning 653,644 657,485 677,485 677,485 682.485 682,485 
Additions 3,841 20,000 5,000 
Cost - Ending 657,485 677,485 677,485 682,485 662,485 682,485 
Accumulated amortization. Beginning 197.948 206.057 214.413 222.769 231.188 239,603 
Amortization @ 14.8°hJannum avarage 8,109 8,356 8,356 8,417 8,417 8,417 
Accumulated amortization. Ending 206,057 214,413 222,769 231,186 239,603 248,020 
NBV 451,428 483,072 454,716 451,299 442,862 434,465 

43;§§1.968 4411141!m4 44Im,77:t 4U44.7~1 45,161,407 49.0561§59 

ContribUtion in Aid of Construction 1917 
Cost· Beginning 34,285.460 34,285,460 34,265,460 34,285,460 34,285,460 34,285,460 
Additions 
Cost· Ending 34,285,460 34,285,460 34,285,460 34,285,460 
Accumulated amortization. Beginning 5,246,102 5,348.998 5,451,894 5,554,790 
Amortization @ 3.6%.3.65%/annum average 102896 102896 102896 102,896 
Accumulated amortlzatlon • Ending 5348998 5451894 5554 790 5,657686 
NBV 28,936,462 28,833,586 28,730,670 28,627,774 

141 515 15128 I 15,8 ,104 19,8161 47 

See notes to Financial Forecast 
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Elve Nltl2DI ~t!e[g:t 111"1 
De"ember 31, 2007 
E!m-fSll!la EIDllUill1 ~mtemenll 
U.!DII.ulltld - i1l1:l2ll!i! ts! Beasllrl 

(\.; 
f!ro-forma Inc2me Smml!!!nl!! ao:il. fIk:n l4I!:::!I ~ ~ :!.H!J.:iL 

Monthly transmission services weighting 8.91% 8.19% 8.12% 7.26% 7.23% 9.19% 

Transmission services nsvenue 461,360 424,078 420,454 375,923 374,369 475,858 
Miscellaneous sarvlces nsvenue 1,250 1,250 1,250 1,250 1,250 1,250 
Interast Income (P-2%, 4% sssumedl 141283 171416 13,489 221399 151258 16,360 

476,893 442,744 435,193 399,572 390.877 493,468 

Expenses 
Amortlzetlon 56,726 57.882 59,694 73.025 75.044 75,797 
Bad debt expense (recovery) (4.167) (4,167) (4.167) (4.167) (4.167) (4.167) 
Board of Olrectors 16.150 16.150 16.150 16,150 16,150 16.150 
Insurance 34.045 34,045 23,628 23,628 23,628 23.628 
I ntereat on (.t debt 17,050 17,050 30,775 30,775 42,213 42.213 
Maintenance 64.295 64.295 64,295 64,295 64,295 64.295 
Office and othar 21.130 21.130 21,130 21,130 21,130 21,130 
Outside services 83,810 83,810 83,810 83,810 83,810 83.810 
Salaries and benaflts 20.428 20,428 20,428 20,428 20,428 20,426 
Travel 161873 16,873 161873 16,873 16,873 16,873 

326,340 327,496 332,616 345,947 359.404 350.157 

Net Income before undernoted 150.553 115,248 102,577 53.625 31.473 133.311 
Appropriation to Insurance reserve fund 7V5O 127:150 
NElt Income 78,803 1121502! 102.577 53,625 31,473 133,311 

Debt service ratio (Monthly) 8.95 3.66 6.27 5.12 3.52 5.95 
Debt service ratio (Three Month) 8.02 h5 6.29 5.25 4.81 4.84 

Debt to total cepltsllzatlon ratio 0.42 0.42 0.49 0.49 0.54 0.54 
Debt to total cepltallzatlon ratio (sdJusted) 0.29 0.29 0.36 0.36 0.41 0.41 

Pro-forma Statement 2f CashflS!~ ao:il. fIk:n .M.It:QZ AQt:.gZ IW::!!I ~ 

C'-' 
Net Income 78,803 (12.502) 102.577 53.625 31.473 133.311 
Non-cash expensea: 
Amortization 56,726 57.882 59.694 73,025 75,044 75,797 

Change In: 
Accounts receivable (9,321) 37,282 3.624 44,531 1,554 (101,489) 
Prepaid expenses 30,931 30,931 20,514 20,514 20,514 (225,854) 
Acquisition of capital assets (2,455.078) (383,674) (670,500) (3.997,868) (620.626) (347.645) 
Accounts peyable 1.166,050 (1.035,702) 157.136 1.863.684 (1.677.183) (136,490) 
Repayment of long-term debt 
Proceeds of long-term debt 2,0001°00 3,0001°00 2.500,000 

Increase (Decrease) in cash 868,111 (1,305.783) 2.673.047 (2.142,489) 330.776 (602.170) 
Opening unrestricted cash 484,440 113521551 46:168 2.719.815 5771326 9081102 
Closing unrestricted cash 1,352,551 46,768 21719,815 577,326 908

1
102 305,932 

See notes to Financial Forecast 
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Eivi ~!!lIOCI !i;!ll[gl£ 1!ll'1 
Del'embl[ 31 , 2007 Annual Inflation factor = 2% 

em-mllDl EI!lI!ll'111 filillml[!t! 
(!.!!l!!yslilid - fill ~olll'llo Slide!:! 

(~ 
Pro-forma Balance Sheets Jul"()7 AuS.Q7 i!a::lU. ~ NoY.Q7 .I2!£-OZ. 

ASSETS 
Cash and equivalents 280,224 1,285,078 1,072,230 946,118 996,917 
Accounts receivable (sea schedule) 918,884 916,295 885,745 842,250 869,175 899,725 
Prepaid axpenses 292,217 271,703 251,189 230,675 210,161 189,647 

1,491,325 1,187,998 2,422,012 2,145,155 2,025,454 2,086,289 
Cash - Restricted for Insurence raserve 4,000,000 4,000,000 4,000,000 4,000,000 4,000,000 4,000,000 
Capital assats (see schedule) 20,721,911 21,777,144 21,705,790 21,931,392 22,088,620 22,012,917 

261213,236 261965,142 28,127,802 28,0761547 281114,074 28,099,206 

LIABILITIES 
Bank ovardraft 141,197 
Accounts payabla 340,232 825,523 271,250 419,254 385,310 268,843 
Current portion of long-term dabt 655,347 679,164 702,981 726,798 750,615 774,432 

995,579 1,645,864 974,231 1,146,052 1,135,925 1,043,275 

Long-tarm debt (see schadula) 13,226,433 13,202,616 14,952,019 14,683,202 14,659,385 14,635,568 
14,222,012 14,848,500 15,926,250 15,829,254 15,795,310 15,678,843 

UTILITY EQUITY (DEFICIT) 
Equity In Operating & Capital Funds 7,991,224 8,116,642 8,201,552 8,247,293 8,318,764 8,420,363 
Equity in Insurance Reserve 4,000,000 4,000,000 4,000,000 4,000,000 4,000,000 4,00.0,000 

11,991,224 12,116,642 12,201,552 12,247,293 12,318,764 12,420,363 
26,213,236 26,965,142 28,127,802 28,076,547 28,114,074 28,099,206 

Pro-forma Balance Sheets 
fiul!1!2[lICg SI'hldules .I.I!l-01. AI!s-OI bQ-OI ~ ~ ~ 

Accounts Recelyabl. 
IESO 471,198 468,609 438,Q59 394,564 421,489 . 452,039 
Othar (nat of allowances) 447,686 447,686 447,686 447,686 447,686 447,686 

918,884 916,295 8851745 842,250 8691175 899,725 

(\., Lona-t.nn debt 
New Flnanc'ng 9,226,780 9,226,780 11,000,000 11,000,000 11,000,000 11,000,000 
Paclflc & W.stem 
Northem Ontario Heritage Fund 4,655,000 4,655,000 4,655,000 4,410,000 4,410,000 4,410,000 

13,881,780 13,681,780 15,655,000 15,410,000 15,410,000 15,410,000 
Less: Current portion 655,347 679,164 702,981 726,798 750,615 774,432 

13,226,433 13,202,616 14,952,019 14,683,202 14,659,385 14,635,568 

IDl!I:lI!!l !!D I.!!DS-l!DIl 12liU 
New Financing 42,213 42,213 50,325 50,325 50,325 50,325 
Bank ovardraft 906 
Pacific & Wastam 
Northem Ontario HerHege Fund 

42,213 42,213 51,231 50,325 50,325 50,325 

See notes to Financial Forecast 
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Eivi t:iad!illli ~Illllllf IDlel 
DelClmbl[ 31, 2007 Annual Inflation factor = 2% 

~ro-f!ilrmi! EIIlIDCIII §lISlmgDts 
(UDlydl1ed - lee tliollce io Reader} 

(~ 
Pro-f.gDl!i! ~alaDICI Iheem 
~YIi!IU!!:IIDI1I!CI:!S!dYI!s - ~2l!tlnYld ~ 

~IIRIl!lIIlII!ll'II!IJIIJII!a: ml! 1!!12l1ll 
Cost 

Beginning balance 23,435,854 23,594,854 24,724.435 24,727.435 25,028,255 25,261,186 
Additions (see schedule below) 159,000 1,129,581 3,000 300,820 232.931 
Ending balance 23,594,854 24z124,435 24,727,435 25,028,255 25,261,186 25,261,186 

Accumulated amortization 
Beginning balance 2,801,477 2,872,943 2.947.291 3,021,645 3,096,863 3,172,586 
Amortization 71,486 74,348 74,354 75,218 75,703 75,703 
Ending balance 2,872,943 2,947,291 3,021,645 3,096,863 3,172,586 3,248,269 

Net book value 20,7211911 21;7771144 2V05,790 21 1931,392 221088,620 22.0121917 

CaRltal AsHtt .!.Yl::U. 6IIs.:l!I kR::!!l Q!<l:Dl ~ ~ 
Station Egull!mant 

Colt· Beginning 15,882,647 27,348,672 28,132,668 28,135,668 28,281,488 28,514,419 
AddRions 11,466,025 783,996 3,000 145,820 232,931 
Cost· Ending 27,348,672 28,132,668 28,135,668 28,281,486 28,514,419 28,514,419 
Accumulated amortization - Beginning 1,687,701 1,744,677 1,803,287 1,861,903 1,920,823 1,980,228 
Amortization @ 2.5%1annum 58,976 58,610 58,616 58,920 59,405 59,405 
Accumulated amortization - Ending 1,744,677 1,803,287 1,861,903 1,920,823 1,980,228 2,039,633 
NBV 25,603,995 26,329,361 28,273,765 26,360,865 26,534,191 26,474,786 

Polu and Fixture. 
Cost. Beginning 27,851,092 47,312,406 47,312,406 47,337,406 47,337,406 
Addltlons 19,461,314 
Cost. Ending 47,312,408 47,312,406 47,312,406 47,337,406 47,337,406 
Accumulated amortization· Beginning 4,999,867 5,157,375 5,315,063 5,630,582 5,788,373 
AmortlzatJon @4%/annum 157708 157708 157708 157.791 157791 
Accumulated amortization· Ending 5157375 5315083 5472791 5788373 5946164 
NBV 42,155,031 41,997,323 41,839,615 41,549,033 41,391.242 

Overhead Conductors 

~ 
Cost. Beginning 13,305.090 19.792,196 20,127,196 20.127,196 20,252,196 20.252,196 
Additions 6,487,106 335,000 125,000 
Cost • Ending 19,792,196 20,127,196 20,127,196 20,252,196 20,252,196 20.252,196 
Accumulated amortization· Beginning 1.729.567 1.795.541 1,862,632 1,929.723 1,997,230 2.064,737 
Amortization @ 4%1annum 65,974 67,091 67,091 67,507 67,507 67,507 
Accumulated amortization· Ending 1.795,541 1.862,632 1,929,723 1,997,230 2,064,737 2,132.244 
NBV 17,996.655 18.264.564 18,197,473 18.254.986 18,187,459 18.119.952 

Other Caeltal a •• eta 
Coat· Beginning 682.485 687.485 698.070 696.070 703,070 703,070 
Additions 5,000 10.585 5,000 
Cost· Ending 687,485 898.070 898,070 703,070 703,070 703.070 
Accumulatad amortization' Baginnlng 248.020 256,499 265,109 273.719 282.390 291,061 
AmortlzaUon @ 14.8%/annum averaga 8,479 8,610 8,610 8,671 8,671 6,671 
Accumulated amortization - Ending 256,499 265,109 273119 282,390 291,061 299:132 
NBV 430,986 432,961 424,351 420.680 412.009 403,338 

8a,18S.667 87,5~4,m 86,7351204 861743,135 §U82,692 86,~mll~h§ 

Contribution In Aid of Conatructlon 
Cost· Beginning 34.285,460 71,545,905 71,545.905 71.545.905 71.545.905 71.545,905 
Additions 37,280,445 
Cost· Ending 71,545,905 71,545,905 71,545,905 71.545,905 71,545,905 71,545,905 
Accumulated amortization· Beginning 5.863,478 6,081,149 6.298.820 6.516,491 6.734.162 6,951.833 
Amor1lzatJon @ 3.6%-3.65%/annum average 217.671 217.671 217,671 217,671 217,671 217,671 
Accumulated amortlzatJon • ending 6.081,149 6,298,820 6,516,491 6,734,162 6,951,833 7,169,504 
NBV 65.464.756 65.247.085 65.029,414 64,811.743 64.594.072 64.376,401 

20?21,911 21,77',144 2V06,'90 21,§31139~ 22,m,62O 22,012.917 

See notes to Financial Forecast 
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Five t:jlllonl! /inergx IDc. 
Oecember 31. 2007 Annual Inflation factor z 2% 

P[ooform! E1DI!J5i111 Sl!tements 
[!..!nludilid 0 iee Noti!,ie to Reasler) 

(~ 
Pro·f2!lDi! ID5i2me Statemenm Ill!I::!ll &!s::U lm:n ~ !:t2!::9! D!l;,:g! Ie1!l 

Monthly transmission services weighting 9.10% 9.05% 8.46% 7.62% 8.14% 8.73% 100.00% 

Transmission services revenue 471.198 468.609 438,059 394,564 421.489 452.039 5,178,000 
Miscellaneoua services re'(enue 1,2SO 1.250 1.250 1.2SO 1.250 1,2SO 15.000 
Interest Income (P-2%, 4% aasumed) 14,353 141267 13,333 171617 16,907 161487 192.169 

486,801 484,126 452,642 413,431 439.646 469.776 5,385.169 

Expenses 
Amortization 71,466 74.348 74,354 75,218 75,703 75.703 844.960 
Bad debt expense (reco\Iery) (4,167) (4,167) (4.167) (4,167) (4.167) (4.163) (SO.OOO) 
Board of Directors 16.1SO 16.1SO 16.1SO 16,150 16,1SO 16.1SO 193,800 
Insurance 23.628 23.628 23.628 23.628 23,628 23.631 304,373 
Interest on I-t debt 42,213 42.213 51.231 50.325 SO,325 SO.325 466.708 
Maintenance 64.295 64.295 64.295 64.295 64.295 64.300 771,545 
OffIce and other 21.130 21,130 21.130 21.130 21,130 21,126 253.556 
Outside services 83.810 83,810 83,810 83.810 83.810 83,810 1,005,720 
Selaries and benaflta 20,428 20,428 20,428 20,428 20,428 20.428 245.136 
Trevel 161873 161873 161873 16,873 16,873 161867 202,470 

355.826 358,708 367,732 367.690 368.175 368.177 4,238.268 

Net Income before undemotad 130.975 125.418 84.910 45,741 71,471 101.599 1,146,901 
Appropriation to Insurence resarve fund 199,SOO 
Net Income 1301975 1251418 841910 451741 71,471 101 1599 9471401 

Debt s.rvlce ratio (Monthly) 5.80 5.73 4.11 0.58 ,3.92 4.52 3.17 
Debt service ratio (Thrae Month) 5.11 5.83 5.14 1.60 1.46 1.51 N/A 

Debt to totel capitalization ratio 0.54 0.54 0.56 0.56 0.56 0.55 
Debt to total capitalization ratio (adjusted) 0.31 0.31 0.33 0.33 0.33 0.33 

Pro:fg!I!!B Statement of Cashflow Ill!I::!ll &!s.:§!. §m:!Z. QS::!I !:t2!::9! ~ I2!!!l. 

(\-, 
Net Income 130,975 125.418 84.910 45.741 71,471 101,599 947.401 
Non-cash expenses: 
Amortization 71.466 74,348 74,354 75,218 75,703 75,703 844.960 

Change In: 
Accounts receivable 4,860 2.589 30.5SO 43,495 (26.925) (30,550) 
Prapald expenses 20,514 20.514 20.514 20.514 20.514 20,514 20.834 
Acquisition of capital assets (159,ooo) (1.129,581) (3,000) (300,820) (232,931) (10,300,723) 
Accounts payable (94,323) 485,291 (554.273) 148,004 (33,944) (116,467) (28,215) 
Repayment of long-term debt (245.000) (245,000) 
Proceeds of long·term debt 1,773,220 9,273,220 

Increase (Decrease) In cash (25,708) (421,421) 1,426,275 (212,848) (126,112) SO,799 512,477 
Opening unrestricted cash 305,932 280,224 1141,1971 1,285,078 1,072,230 946,118 484,440 
Closing unrestricted cash 280,224 11411197l 112851°78 1,072,230 9461118 9961917 996,917 

See notes to Financial Forecast 
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EI~ ~IiIQIlI !;1l11llX Ill!!:, 
lr!agIWbl[~l, altgg m altla Annual Inflation factor "' 2% 

f[2-fSt!:ma FIDID!!:III !:iSlSeweDII 
(UDluglted - Su H21lmtlo BllstlC 

(\... 
Pro-fo!:ml §alanea §heets lliI. zg ~ i.!l1!!. nu i!I!! 

ASSETS 
Cash and equlvalants 996.917 1.931.279 2.133.326 2.276.540 2.332.897 2.319,296 
Accounts receivable (see schedule) 899,725 899,725 899.725 899.725 899.725 899,725 
Prepaid expanses 189.647 172.190 175.634 179,147 182,730 186,385 

2.086.289 3.003.194 3.208.685 3.355,412 3.415.352 3.405.406 
Cash - Restrlcted for Insurance resarve 4.000.000 4.000.000 4.000.000 4.000.000 4.000.000 4.000.000 
Capital assets (see schedule) 22,012.917 21 1482.167 20,929,117 20,353.767 19.756,117 19,136,167 

28,099,206 28.485,361 28,137,802 27,709.179 27,171,469 26,541.573 

LIABIUTIES 
Bank overdraft 
Accounts payable 266.843 305.422 308,512 312.989 321.329 321.517 
Current porUon ot long-term debt 774,432 1,203.732 1,143,001 1,204,091 1,260,892 1,005,044 

1,043.275 1,509,154 1,451,513 1,517,080 1,582.021 1,326,561 

Long-term debt (sse schedule) 14,635,588 13,647,986 12,478,000 11,177,592 9,891,385 8,861,836 
15,6781843 15.157,140 13,9291513 12,694.672 11,4731406 1°1188,397 

UTILITY EQUITY (DEFICIT) 
Equity In Operating & Capital Funds 9.328.221 10.208,289 11.014.507 11.698.063 12,353.178 
Equity In Insurance Reserve 4000 000 4000000 4000000 4000000 4000000 

13328221 14208 289 15014507 15698063 16353176 
28.485361 28137802 27709.179 27171469 26.541573 

Pro-f2rma Blll!nea Sheel. 
§YRE!ortlng §che!lyle. aggz zw. ill!!! i.!l1!!. ill! ilW. 

Account! Recelyablt 
IESO 452,039 452.039 452.039 452,039 452.039 452.039 
Other (net of allowances) 447.688 447,686 447,666 447.686 447,686 447,688 

899
1
725 899;125 899,725 899,725 899;125 899,725 

Long-t.rn debt 
N_ Financing 11,000,000 10.686,718 10.358,001 10,006.879 9.638.327 9.249.265 
Paclflc & Westem 
Northern Ontario Heritage Fund 4.410,000 4,165,000 3.265,000 2.374,804 1.513:150 617.615 

15,410.000 14.851.718 13.621.001 12.381.683 11.152.077 9.866.880 
Less: Current portion 774.432 1.203:132 1,143.001 1,204.091 1,26°1692 11°05,044 

14,635,568 13,647,986 12,478,000 11,177.592 9.891,385 8,861.836 

!"tlrest on Long-tarn Debt BIll 
Proposed Financing 5.490% 589.388 571.953 553.548 534.118 513.608 
Bank overdraft 7.700% 
Pac!flc & Westem 7.145% 
Northern Ontario Heritage Fund 4.000% 16.533 79,320 441239 

589.386 571,953 570,081 613,438 557,847 

See notes to Financial Forecast 
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f~e ttI!ISU!1 gDltSX In2, 
DISi!illl!li!l![ ~ 1, 2DOB ~2 2g l a AnnuallnflaUon factor. 2% 

Prg-fgll!!! EIDl!nSll!1 illllml!cl! 
(Unll:!slJlIs! • ill N2~ISil12 Beasll[) 

(\... e[2-!oll!!llIlll!nSl iblIB 
il:!2R2rt1ClI §cblslylel- Continuisl il!!i im1 

CIlRIb! allll- §l.ImmllC£ (§u bllmrl 
Cost 

Beginning balance 25.261.186 25.261.186 25.661,186 26,061,186 26,461,186 26,861,186 
Additions 400,000 400,000 4001000 400,000 400,000 
Ending balance 25,261,186 25,661,186 26,061,186 26,461,166 26,861,186 27,261,186 

Accumulated amortization 
Beginning balence 3.248,269 3,246,269 4,179.019 5,132,069 6,107,419 7,105,069 
Amortization 930l5O 953,050 975,350 997,650 1,019,950 
Ending balance 3,248,269 4,179,019 5,132,069 6,107,419 7,105,069 8,125,019 

Net book value 221°121917 21 1462,167 2°1929,117 2°1353,767 19;1561117 1911361167 

Capital Atset, Ae!.Y!!1 6l!H ~ mg, im1 ng 
Stetlon Egulement 1715 

Cost· Beginning 28,514,419 28,814,419 29,114,419 29,414,419 29,714,419 
AddUlona 300.000 300,000 300,000 300,000 300,000 
Cost • Ending 28,814,419 29,114,419 29,414,419 29,714,419 30,014,419 
Accumulated amortization' Beginning 2,039,633 2,759,993 3,487,853 4,223,213 4,966,073 
Amortization @ 2.5%/annum 720,360 727,860 735,360 742,860 750,360 
Accumulated amortization· Ending 2,759,993 3,467,853 4,223,213 4,966,073 5,716,433 
NBV 26,054,426 25,6261566 25,191,206 24,748,346 24,297,986 

Pole. and Fixture. 1725 
Cost· Beginning 47,337,406 47,337,406 47,337,406 47,337,406 47,337,406 
Additions 
Cost. Ending 47,337,406 47,337,406 47,337,406 47,337,406 
AccumUlated amortization· Beginning 5,946,184 7,839,660 9,733,156 13,520,148 
Amortization @ 4%/annum 1893496 1893496 1893496 1893496 
Accumulated amortization· Ending 7839660 9733156 11626652 15413644 
NBV 39,497,746 37.604,250 35,710,754 31923,762 

Overhead Conductons 1730 
Cost· Beginning 20,252,196 20,252,196 20,252,196 20,252,196 20,252,196 

C..., Addttlons 
Cost· Ending 20,252,196 20,252,196 20,252.196 20,252,196 20.252,196 
Accumulated amortization· Beginning 2,132,244 2,942,332 3,752,420 4,562,508 5,372,596 
Amortization @ 4%1annum 810088 810088 810088 
Accumulated amortization· Ending 2942,332 3752420 4562508 
NBV 17,309,864 16,499,776 15,689,688 

othar Caeltel assete Various 
Cost - Beginning 703,070 803,070 903,070 1,103,070 
Additions 100 000 100 000 100,000 100,000 
Cost • Ending 803070 903070 1,003 070 1203,070 
Accumulated amortization· Beginning 299,732 418,566 552.240 863.948 
Amortization @ 14.6%1annum avarage 118,854 133,654 146,454 178,054 
Accumulatad amortization - Ending 416,586 552,240 700,694 1,042,002 
NBV 384,484 350,830 302,376 161.088 

83,24~1520 8015~114211 76,8941024 7°14521328 

Contribution In AId of Construction 1917 
Cost • Beginning 71,545,905 71,545,905 71,545,905 71,545,905 71,545.905 
Additions 
Cost • Ending 71545905 71545905 71545,905 71545905 
Accumulatad amortization· Beginning 9,781,552 12,393,600 15,005.848 17,617,696 
Amortization @ 3.65%/annum average 2,612,048 2,612.048 2,612,048 2,612,048 
Accumulated amClrtlzaUon • Ending 12,393,600 15,005,648 17,617,696 20,229,744 
NBV 59.152,305 56,540,257 53,928,209 51,316,161 

20,§29111' ~1§5§.'~' 161'!lt~17 1§,1§aI1l!7 

See notes to Financial Forecast 
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Five Nation, En.rgy Inc, 
D'~mllle[~j, 200§ te aQ12 Annuel Inflation fIctor .. 2% 

~m:f2[m1 EI!!IDliilaliIl1lm!nl! 
IUnaydl1ld -i!e N5ttlc• m Bllgerl 

(\-, 
fm:fQ[mII!!Siem! Slllem'Dbi 

Monthly transmission services welghtlng 

Transmission services revenue 5,178,000 5,178,000 5,178,000 5,178,000 5,178,000 
Miscellaneous services revenue 15,000 15,000 15,000 15.000 15,000 
Interest Income (P·2%. 4% assumad) 199,877 237.251 245,333 251.062 253,316 

5.392.877 5,430.251 5.438.333 5.444.062 5.446,316 

Expenses 
Amortization 930.750 953.050 975,350 997.650 1.019.950 
Bad debt expense (recovery) (50,000) (50.000) (50.000) (50.000) (50.000) 
Board 01 Dlreotore 197,676 201.630 205,663 209,776 213.972 
Insurance 289.210 294.994 300.894 306,912 313.050 
I nterest on 1-1 debt 589.368 571,953 570.081 613.438 557.847 
Maintenance 786.976 802.716 818.770 835,145 851.848 
Offlce and other 258.627 263,800 269.076 274,458 279.947 
Outside services 1.025.834 1.046.351 1.067,278 1,088,624 1,110,396 
Salaries and beneftts 250,039 255,040 260,141 265,344 270,651 
Travel 206,519 210,649 214,862 219,159 223,542 

4,485,019 4,550,183 4,632,115 4,760,506 4,791.203 

Net Income before undemoted 907,858 880.068 806,218 683.556 655,113 
Appropriation to Insuranoa reserve fund 
Net Income 9071858 880,068 8061218 683,556 655,113 

Oebt ssrvlce ratio (Annual) 2.12 1.33 1.30 1.25 1.21 

Oebt to total capitalization ratio 0.53 0.49 0.45 0.42 0.38 
Oebt to total capitalization ratio (adjusted) 0.32 0.30 0.28 0.26 0.24 

Pro:ferma Stat!m.!!t of Ca!i!hflow m!lD. ZI!2i zw. m1 m! 
Net Income 907,858 880.068 806,218 683.556 655,113 

C'-' 
Non-cash expenses: 
Amortization 930,750 953,050 975.350 997.650 1.019,950 

Change In: 
Accounts receivable 
Prepaid expenses 17,457 (3.444) (3.513) (3.583) (3.655) 
Acquisition of capltslassets (400,000) (400.000) (400,000) (400,000) (400,000) 
Accounts payable 36,579 3,090 4,477 8.340 188 
Repayment oIlong-tarm debt (558,282) (1.230.717) (1,239,318) (1,229,606) (1.285.197) 
Proceeds of long-term debt 

Increase (Decrease) In cash 934.362 202.047 143.214 56,357 (13.601) 
Opening unrestricted cash 996,917 1,931,279 2,133,326 2,276,540 2,332,897 
ClOSing unrestricted cash 1,931,279 211331326 2.2761540 2.3321897 2,319,296 

See notes to Financial Forecast 



FIVE NATIONS ENERGY INC. 

NOTES TO THE FINANCIAL FORECAST 

YEARS ENDED DECEMBER 31, 2006 TO 2012 

(UNAUDITED - SEE NOTICE TO READER) 

SIGNIFICANT FORECAST ASSUMPTIONS 

The reader is cautioned that some of the assumptions used in the preparation of this financial forecast, although 
considered reasonable and representing plausible circumstances. will change as the industry and company 
develop under the rates system. The assumptions are, for the most part, based on comparative information from 
prior years and intemal budgets prepared by management. 

The reader is further cautioned that the actual results achieved during the forecast period will vary from the 
forecasted results. It is the reader's responsibility to change this example to reflect the unique application being 
considered. 

Summarized preliminary internal financial results for the third quarter of 2006 versus forecasted results for the 
period were as follows: 

Revenues 
Expenses 
Net income before appropriations 
Appropriation to insurance reserve 
Net income 

CORPORATE STRUCTURE 

Actual 
$ 1,536,814 

Z~§,QQf3 
810,756 
215,,5Q 

$ 5~1506 

Forecast Variance 
$ 1,434,172 $ 102,642 

~1Q,1QZ (184,QSED 
524,015 286,741 
21Q,25Q 

$ 3081765 $ 2§6l41 

The company is a not-for-profit corporation, incorporated without share capital under the Canada Corporations 
Act. 

INCOME TAXES 

The company as a not-for-profit corporation is not subject to income tax. 

ACCOUNTS RECEIVABLE 

Accounts receivable is assumed to be the IESO revenue for the current month plus other receivables. Other 
receivables consist of non·IESO accounts receivable as at June 30, 2006. 

CAPITAL ASSETS 

All capital assets are recorded at cost. Amortization is charged to operations over the estimated service life of 
the assets on a straight-line basis using annual rates as follows: 

Station eqUipment 
Poles and fixtures 
Overhead conductors 
Other 
Contributions in aid of construction 

2.5% 
4.0% 
4.0% 

4.0% to 20.0% (14.8% average) 
2.5% to 4.0% (3.6% average) 

It is assumed that assets will be ready for use, and therefore amortized. in the month which expenditures occur. 

Transmission assets from De Beers Canada Inc. are assumed to be transferred in July 2007. Thereafter, 
contributions in aid of construction amortization will average 3.65% per annum. The assets are recorded as 
follows: 

Poles and fixtures 
Overhead conductors 
Station equipment 
Total credited to contribution in aid of construction 

$ 19,461,314 
6,487.106 

11,312.025 
$ 37.260.445 



(\-, 

FIVE NATIONS ENERGY INC. 

NOTE S TO THE FINANCIAL FORECAST (CONT'D) 

YEARS ENDED DECEMBER 31, 2006 TO 2012 

(UNAUDITED. SEE NOTICE TO READER) 

ACCOUNTS PAYABLE 

Accounts payable is assumed to be expenses for the current month less amortization and insurance plus 50% of 
capital expenditures net of contributed assets. 

LONG -TERM DEBT 

The company has obtained new financing from Pacific & Western Public Sector Financing Corp. (P&W) and 
Manulife Financial Corp. (MFC) totaling $11,000,000 including the payout in November 2006 of the existing 
P&W loan payable. The new financing is to be advanced as follows: 

November 2006 (P&W payout - Estimate) 
January 2007 
March 2007 
May 2007 
September 2007 (Balance of loan - Estimate) 

Total 

$1,726,780 
2,000,000 
3,000,000 
2,500,000 
1,773,220 

$11,000,000 

Repayment will commence January 2008 in blended monthly payments of $75,222 until maturity in December 
2027. The interest rate is estimated at 5.49% compounded semi-annually based upon the November 2, 2006 
Government of Canada long-term bond yield plus 140 basis points. The actual interest rate will be fixed upon 
closing based on similar terms. 

The existing P&W loan payable, bearing interest at 7.15%, secured by a general security agreement, repayable 
in blended monthly payments of $51,391, is estimated to have a balance of $1,726,780 at the time of payout in 
November 2006 and breakage fees are assume to be nil. 

As per the amended agreement dated June 1, 2006, the Northern Ontario Heritage Fund Corporation (NOHFC) 
loan payable is secured by a promissory note, is non-interest bearing until October 2010 at which time interest 
will commence at 4% per annum, matures August 15. 2013 and is repayable as follows: 

Annual principal only installments on October 15, 2006, 2007 & 2008 
Monthly principal only installments from January 15, 2009 to October 15, 2010 
Monthly blended installments from November 15. 2010 to August 15, 2013 

REVENUES 

$245,000 
$75,000 
$78,365 

Transmission services revenues are based on rates approved by the Ontario Energy Board on April 24, 2002. 
For the purposes of this forecast, it is assumed that no rate changes will occur during the period being forecast. 
Monthly transmission services revenue weightings for 2006 and 2007 are based on the actual monthly 
transmission services revenues for the years 2004 and 2005. 

Interest income is based on the cash and equivalents and Cash - Restricted for insurance reserve balances for 
the prior period using a rate of 3.25% per annum. 

EXPENSES 

All expenses for the year 2006 other than amortization and interest on long term debt are based on the Five 
Nations Energy Inc. budget prepared by management and revised at February 21, 2006. 

Commencing in 2007, an annual inflation factor of 2% has been applied to all expenses except amortization and 
interest on long-term debt. 



FIVE NATIONS ENERGY INC. 

NOTES TO THE FINANCIAL FORECAST (CONT'D) 

YEARS ENDED DECEMBER 31, 2006 TO 2012 

(UNAUDITED. SEE NOTICE TO READER) 

EXPENSES (CONT'D) 

Appropriation to insurance reserve will be $71,750 per month until January 2007. In February 2007, a final 
payment of $127,750 will be made to top up the insurance reserve balance to $4,000,000. Thereafter. the Hydro­
One backstop agreement will be terminated and the $125,000 annual backstop fee will be eliminated. 

RATIOS 

Debt service ratio - Calculated as the sum of repayment of long-term debt and interest on long-term debt divided 
by the sum of net income, amortization and interest on long-term debt. 

Debt to total capitalization - Calculated as the sum of long-term debt, current portion of long-term debt and bank 
overdraft divided by the sum of long-term debt, current portion of long-term debt, bank overdraft and utility 
equity. Utility equity includes 30% of the net book value of contribution in aid of construction for the adjusted 
version of the ratio. 



TO: 

RE: 

SCHEDULED 

FORM OF DRAW REQUEST 

The Manufacturers Life Insurance Company and Pacific & Westem 
Bank of Canada 

Credit agreement dated as of November 15,2006 (the "Credit 
Agreement") among The Manufacturers Life Insurance Company, Pacific 
& Western Bank of Canada and Five Nations Energy Inc. (the 
"Borrower") 

Pursuant to the terms of the Credit Agreement, the undersigned hereby irrevocably 
notifies you that it wishes to draw down [amount] under the [identify appropriate 
Credit Facility] on [proposed date of drawdown]. . 

[The undersigned hereby irrevocably authorizes and directs you to pay the proceeds 
of this drawdown to at .J 

The undersigned hereby confirms that no Event of Default or Potential Event of 
Default has occurred and is continuing as at the date hereof or would arise immediately 
after giving effect to or as a result of such drawdown. 

All capitalized terms defined in the Credit Agreement and used herein shall have the 
meanings ascribed thereto in the Credit Agreement. 

DATED the 

Credil Agreemenl 
File No. 50-1069 

day of 

FIVE NATIONS ENERGY INC. 

By: ________ _ 

By: __________________ _ 



SCHEDULEC 

PERMI1TED ENCUMBRANCES 

1. Security in favour of Pacific & Western Public Sector Financing Corp., as Agent, 
which security is covered by reference file number 865950498 in the registry system 
maintained under the Personal Property Security Act (Ontario). 

2. Security in favour of Bank of Montreal relating to a line of credit made available to 
the Borrower by Bank of Montreal. 

Credit Agreement 
File No. 5().J069 



Credit Agreement 
File No. 50-1069 

SCHEDULED 

BORROWER INFORMATION 

Attawapiskat Power I 
Corporation 

Fort Albany Power i 

Corporation 

Kashechewan Power 
Corporation 



(\., 

TO: 

RE: 

SCHEDULEE 

COMPLIANCE CERTIFICATE 

The Manufacturers Life Insurance Company and Pacific & Western 
Bank of Canada 
Credit agreement dated as of November 15, 2006 (the "Credit 
Agreement") among The Manufacturers Life Insurance Company, Pacific 
& Western Bank of Canada and Five Nations Energy Inc. (the 
"Borrower") 

I, ., the • of the Borrower, hereby certify, in that capacity and not personally, as follows: 

1. Capitalized terms used in this certificate and not otherwise defined herein shall 
have the meaning ascribed thereto in the CI:edit Agreement, whether directly or by 
reference. 

2. I have furnished this certificate with the intent that it may be relied on by each 
addressee hereof and any assignee of each such addressee. 

3. I have read and I am familiar with the terms and conditions of the Credit 
Agreement. I have made or caused to be made such examinations or 
investigations as are, in my opinion, necessary to make the statements in this 
certificate. 

4. The representations and warranties contained in Article 5 of the Credit Agreement 
are true on and as of the date hereof with the same effect as if such representations 
and warranties had been made on the date hereof. 

5. On the date hereof, there exists no Potential Event of Default or Event of Default. 

6. As of the last day of or for the fiscal quarter ending , the amounts and 
fmancial ratios referred to in Sections 6.03(a) and (b) of the Credit Agreement are 
as follows: 

(a) Ratio of Debt to Capitalization 

(b) EBITDA to Debt Service Ratio 

Actual Amount 

_:1 

Covenant 

Maximum 60% 

Minimum 1.2: 1 

Attached are detailed quarterly calculations of each of the foregoing ratios and amounts. 

DATED: _____ -', 200. 

Name: 
Title: 

Credit Agreement 
File No. 50-/069 



SCHEDULEF 

MATERIAL AGREEMENTS 

1. Fibre Optic Cable Installation Contract 

2. OPGW Agreement 

3. Substation Contract 

4. CCRA 

5. Construction contract between De Beers Canada Inc. and VaIard Construction 
Limited in connection with the De Beers Project 

Credit Agreement 
File No . .50·}069 
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SCHEDULEG 

MATERIAL PERMITS 

Completion of Class EA for Minor Transmission Facilities 

Comprehensive Study under Canadian Environmental Assessment Act 

Leave to Construct Transmission Facilities from Ontario Energy Board 

Electrical Safety Authority approval re: 4 shelters at Moosonee, Fort 
Albany, Kashechewan, and Attawapiskat 

Section 28(2) permit pursuant to the Indian Act for the operation phase for 
OPGW Project - to be held by Borrower 

Land Use Permit from Ministry of Natural Resources for Moosonee 
shelter 

Land Use Permit from Ministry of Natural Resources for new transmission 
line for operation phase for OPGW Project to be held by Borrower 

Letter of Authority from Ministry of Natural Resources for Fibre Optic 
Project 

Land Use Permit issued by the Ministry of Natural Resources for the 
operation phase for Fibre Optic Project to be held by Borrower 

Navigable Waters Protection Permit issued by Transport Canada in 
connection with water crossings of the new pole line between 
Kashechewan and Attawapiskat 

Connection Assessment and Approval from Independent Electricity 
System Operator (IESO) for Substation Project 

IESO Facility Registration for Substation Project 

De Beers Material Permits 

• Section 28(2) permit pursuant to the Indian Act for construction phase for 
OPGW Project - to be held by De Beers Canada Inc. 

• Letter of Authority· from Ministry of Natural. Resources for construction 
phase for OPGW Project issued to De Beers Canada Inc. 

Credit Agreement 
File NQ. 50-1069 



(.\. 
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• 
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Work Permit from Ministry of Natural Resources for construction phase 
for OPGW Project issued to De Beers Canada Inc. 

• Land Use Permit from Ministry of Natural Resources for new transmission 
line for construction phase for OPGW Project to be held by De Beers 
Canada Inc. 

Credit Agreement 
Fife No. 50-1069 



(\.., 
Credit Agreement 
File No. 50-1069 

SCHEDULEH 

SUBSIDIARIES 

Nil 



Credit Agreement 
File No. 50-1069 

SCHEDULE I 

FINANCIAL POLICY 

(see attached) 



Five Hatienl fnergy Inc. 
Hnandal Polides and Proc:edures 

Approved December 2005 
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(~ 1 Authority 

1.1 OlltfU'io Energy Board 

t .1.1 Five Nations Energy Inc. (FNEl) is a lk:ensed transmitter in the Province of 
Ontario. It is licensed by the Ontario Energy Board, and must comply with 'the 
terms and conditions of its license, Ontario's 'l'ra.asmission System Code, a. 
Connection Asrccment with the Independent .Electricity System Operator and the 
Affiliates R.eJationship Code. 

1.1.2 Five Nations Energy loc.'. transmission mtcs are approved by the Ontario Energy 
Board, and fODD tbc basis ofFNEI's budgets. 

1.2 Boal'll 0/ Direclora 

1.2.1 The Board o~ Direclom of Five Nations Energy Inc. is appointed by the members 
of Five Nati01ls Energy Inc.. (which are the Attawapiskat Power CotporaLion, the 
Kashoohcwmi Power Cmporatioll and the Fort AlblID)' Power Cotporation), at the 
Annual Members Mcetin& as set out in Bylaw #1 ofthc corporation. 

1.2.2 The IC8pOlLSibiJities of the Boud ofDim::torsofPive Nations Energy Inc. with 
lCSpect to the administration of Fivo Nations Energy Inc. include: 

1.2.2.1 Planning. estimatin& and budgeting for the funds 8JKi resources required for the 
OperatiODS of the company. 

1.2.2.2 Ensuring sound financial management including aceountabllity to lendem. 

1.2.2.3 Initiating or conducCi.Dg investiaations and taking the required disciplinary 
action that Q1aY be required where an employee does not comply with these 
conditions ~r other applicable regulations 

1.2.2.4 Permitting access to community members at reasonable times. the minutes of all 
meetings of the Board of Directors. bylaws" and resolutions of the Corporation. 

1.2.2.5 Ensuring the appointment or II penon or persons who will: 

II. Record alJ resolutions, decisions and other proceedings of the Board of 
Directors·in a pmiCrlbcd manner, 

b. Keep the books, :records and accounts of the Corporation in accordanec with 
cstabtisbed procedural. 

c. Maintain a filing system in which is kept with all mmutes of tho Board of 
D.ircctom; all bylaws, and copies ofvouchcn, baDk statements~ c:anceled 
cheques a.nd co.msspondence relating to the business of the Corporation. 
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d. Receiw.1CCOrd and deposit. all mODies received by the Corporation md pay 
those monies in accordance with established. proceduro&. 

e. PrcptIC monlhJy statcmeDts to be presented at the n:gular meelinp of the 
Board ofDin:ctors or in 8DY ovent. at least oncc a month showing: 

i. incDme and expenditure statements 

ii. comparison ofbudgctcd and actual operating results 

iii. other .information as required by the Corporation 

1.3 FNEI FI".1ICe fINI HIIIItII. RestnII'CG Co"",,;1tu 
The Committee shall be made up of the President, Secretary~ and the Treasurer as 
well as two other membeJ:s appointed by the Board of Directors. 

The Committee will meet quarterly, unless more frequent meetings are 
necessary. The remuneration of Committee members is as per director's 
honorarium set from time to time plus allowable travel costs to attend committee 
meetings. 

The Commitb:!e shall be responsible for reviewing the .6.nandal transactions and 
finandal statements of Five Nations Energy Inc. before they are approved by the 
Board of Directom" The committee will provide assistance to the Board of 
Directors in.fuIfilIing its financial reporting and control responsibilities to the 
members of Five Nations Energy Inc. 

The Committee &haJl review personnel policies and procedures, recommend on 
issues of salaries and benefits. assist as n~ed with hiring and retention issues 
and proted the organization by ensuring compliance with all laws related to 
pe:rsonneI issues. 

The Conunittee shall conduct an annual.review of these Terms of Reference and 
recommend any proposed changes to the Board. for approval. 

Selection of the Committee Members: 

The Committee members will be selected as required at the meeting of the Board 
of Directors following the annual general meeting of the members. Suggested 
temtlor m.emMS is two years, and members, of the committee can be 
reappoint2d. 

Q1&alificaU.ona of the membem of the CommiHee: 
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All members shall, to the satisfaction of the Board of DirEctors, be financially 
literate (Le. will have the ability to read and undentand a beIance shee\ an 
income statement, a cash How statement and the notes attached thereto). 

Duties and RespoI18ibllities: 

The Finance and Human Resources Committee's duties and responsibilities £Or 
financial matten are to: 

i. Monitor financial reporting processes and internal control systems. Th.i$ wW 
involve reviewing the detailed fJ.I'l8ndal transactjons Iistirlp (i.e. summaries 
of all disbwsements made, a summary of the budget to actual listings and 
any other relevant documents) on a monthly.basis to ensure compliance with 
Five Natio.ns Energy Inc.'. financial policies and procedures; 

ii. Assist in the preparation of annual budgets; 
iii. Oversee the integrity of Five Nations Energy Inc.' It financial statements; 
Iv. Ensure Five Nations Energy Inc.'s compliance with tegal and regulatory 

requirements; 
v. Review and appraise the audit activities of Five Nations Energy Inc. for 

.financial reporting and control matters. 
vL Reviewing with the independent auditors and management, the adequacy 

and effectiven~ of the financial and accounting controls of Five Nations 
Energylnc. . 

vii Making recommendations to the Board of Directors regarding the selection, 
the appoinbnent, evaIuatio~ fees and, if necessary, the raplacem.ent of the 
independent auditors. 

viii. Establishing procedures for receiving, handling and retaining o£ complaints 
received by Five Nations Energy Inc. regarding accounting, internal controls, 
or auditing matters, 

ix. Establishing procedures for employees to submit confidential anonymous 
concerns regarding qW!Stf.onable accounting or auditing matters. 

x. Reviewing witH the independent auditors any audit problems or diffICulties 
and .managem.en~s response and resolving disagreements between 
management and the auditors. 

xi. Making inquires of Management and the independent auditors to identify 
significant business and .financial ri.s.b and exposures and assess the steps 
Management has taken to mi.nimize such risk to Five Nations Energy Inc. 

xii. Reviewing with management and the independent auditorsl interim financial 
information for the purpose of recommending approval by the Board of 
Directors priOl" to its release. 
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xiii. Subject to the Board of Director's approval, engaging Independen.t counsel 
and other advisors if the Com.mittee determines such advisolS are necessary 
to aBSist the Committee in car.rying out i.ts duties. 

xiv. Annual review of the Five Nations Energy Inc.'s fl.IUmC1al polides and the 
confumation of compliance with Five Nations 'Energy Inc.' policies on 
internal controls. 

xv. Making recommendations to the Board of Directors regarding the linancial 
transactions and reports of Five Nations Energy Inc. 

xvi. Making recommendations to the Board ofD1rectors regarding the 
remuneration of the Board of DirectoZ1J and Officers as required 

xvii. The CommittQe shall review compensation, including benefits, of the Board of 
Directors and shaII make recommendations to the Board of DIrectors 
regarding said compensation and benefits. 

The Finance and Human Resources Committee's duties and responsibilities for 
pen;onnel matters are: 

i. The Committee approves and develops ti\c Job descriptions lor an Five 
Nations Bnergy Inc. employees. 

ii. The Committee shall review and approve employeeti compensation, 
including incentive compensation programs and shall make 

. recommendations to the Board of Directors on such. 
ill. The Committee will provide ongoing support and advice to the Board of 

Directors regarding all pe.rsonnel issues and makes recommendations on 
hiring practices. 

iv. The Committee shaJl review all proposed employment contracts, and/or 
severance a~ts, and make .recommendations to the Board of Directors 
on such agreements. 

v. The Committee shall revie-w all candidates for em.ployment with the 
Corporation and shall make xecommendations to the Board of Directors 
regarding such candidates. 

vi Ensure Five NatiOl15 Energy Inc.'s compliance with legal and regulatory 
requirements with respect to pemonnel issues, 

vii. Establishing procedures for receiving, handJing and.retaining of complaints 
received by Five Nations Energy me. regarding personnel matters, 

viii. Subject to· the Board of Director's approval, engaging independent counsel 
and other advisors if the Committee determines such advisors are necessary 
to assist the Committee in (arrying out its duties. 
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1.4 MfJIUlIIUIIeIIt 

1.4.1 "fbe General Manager and the Treasurer have spending autborily up to the 
budgeted amounts. In the case of an emergency the General Manager. TrCllJ1lMft 

and President in CODlCl'llUs, have the authority to spend funds as required. A 
report will be prepared for the next Board ofDireetors Meeting. 

1.4.2 The Board ofDin:ctor:s mal' authorize up to three officers or Directors to be 
named by n:solutioo to sign cbeq,ues on its accounts. AU cheques arc to be signed 
by at least two of these authorized pcrsoI1B, ODe of whom is the Treasurer or the 
Oencral Mm:Iagcr. Other spcc1fic signing officers for special8CCOWits will be 
named by :resolution. 

1.4.3 The authorized Bank Signing authorities wiU be deemed to bavc the authority to 
bind tho corporation up to budgeted. amoums. The Board of Directors will need to 
approve and authorize all other asreements that bind the CO!pOf8tion. 

1.4.4 All efforts will be made to collect amounts owing to Five Na1ions Energy Inc. 
The approval of designating accounts as uncollectible will require a Board 
motioo. 

1.4.5 'rhe expenditure of costs DOt directly related to the opcmtions and maintenance of 
tho transmission system will require Board. Approval. 

2 Reporting 

2.1 Audit 

2.1.1 Detailed fi.oam:ial. statements are to be ~ annually. The audit should 
normally be completed berolC June 30 for the fuca) year ending the pn:ceding 
Dcc. 31-. 

2.1.2 Board of Directors sball appoint an auditor to audit the :firumcial records and 
inventories of the Corporation at least once each year. 

2.1.3 'I'M Terms ofRefcrc.ncc for the Auditor arc as follows: 

2.1.3.1 The examination must be in accordance with pnerally accepted auditiag 
practices. and it ISO include a general review or accounting procedures, BDd such 
tests of BCCOUn.tina records as the auditor considers ne~ in the 
circ1lIlLStaDceS. 

2.\.3.2 The auditorvrin have the right 10 acccas at all reasonabtehours the accountiog 
records, supportiog vouchers and documents including minutes of Corporation 
meetings. 
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(" 2.1.3.3 :~:=~ft==::==i:r.·l"eyeretoreport '..'-
i. A balance sheet. 
ii. A statement of'.rcvcnue and expenditures.for each program includins 

details of surpluses or deficits 
Hi. A consolidated balance sheet and statement of revenue and. 

ex.pcnditun:s. 
iv. Statement of cash flow 

2.1.4 The auditor is to express an opinion as to the at.CU1'ICy of the financial statcmenf5 
as a reflection of the filLlDcial position of the Corporation in accordancc with 
generally accepted accounting principles. The auditor should also state 
recommcadatiODS. which the co.r:pOflltioD should conow. 

2.1.S The audited financial statemcn.t will bo signed by the President and Treasurer 
upon acceptance by a quorum of the Board of Dirceto.r:s. and will be included in 
the records of the corporation. 

z.~ Ontario Energy Botud 

2.2.1 Quarterly rqulaaory reports to the Ontario Energy Bomd will be filed 
eJoctronicaByon a quarterly basis as Mquired.. 

2.2.2 A copy of Five Nations Energy Inc. 's aunual audit will be: forwarded to the 
Ontario Bnergy Board. 

2.3 Lendlnll Institutions 

2.3.1 Quarterly financial reviews completed by the auditor will be sent to the lenders as 
required. 

2.3.2 A txlpy of Fivo Natioos Energy me. ts annual audit win be forwarded to the 
lenders. 

2.4 Boai'd 0/ Directors 

2.4.1 The General Manager will provide a written teport regarding the operations and 
maintenaoce ofthc COtpOration to the Board ofDircctors on a quarterly basis. 

2.4.2 A copy of the Corporation's income statement, statement ofcash flows and a 
consolidated balance sb~ will be provided to the Board of Directors on I 
quarterly basis. 

2.4.3 A comparison of the Corpomtion's budget to actual expenditures for operatioos 
win be provided to the Boazd. of Directors on a quarterly basis. 

2.4.4 A comparison ofthc Corporation"s budget to actual expenditures for capital 
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cxpcndit:u:re.s will be provided to the Board of Directors on a quarterly basis • 

.2.S FNBl PinllllCs IUUI HIIMIIII ResourCG COIIfIIIlIIee 

2.S.1 A copy oCtha Cotpo:ation'. income s1at.ement and • consolidated balance sheet 
will be provided to the Manqement oCtile Corporation and the Finance and 
HUIDBD Resources CommlUee on. monthly basis. 

2.S.2 A comparison oftbeCorporation's budget to actual expeoditun:s for operations 
will be provided to the Management oCtile Corpomtioo and the Finance and 
Human Resources Committee on a monthly basis. 

2.5.3 A report on budget to lAtUal expenditures for Projects and IDy other capital 
expenditures will be provided to tho Maoagcmcmt of the Corporation and tho 
y~ and. Human Resources COl1JD.1ittc:c on a mo.nthly basis. 

2.5.4 Management will Inform the Finance and Human Resou~ Committee­
once it Is anticipated that a certain project will exceed the original approved 
budget. 

2.5.5 When a project's budget variance exceeds 20%, pmmission is. required tram the 
Board of Directors for the project to proceed Ibtther. 

2..5.6 A detailed listing ofaccoUDts payable. including an eaios report ofthc accounts 
will be provided to the MaDagcmcnt oCthc Corporation and the Finance and 
Humm Resources Committee on a monthly buil. 

2..5.7 A detailed listing or ~unts reecivablc, im:luding an asin& report otlle accounts 
will be provided to the Management oCtbc Corporation and the Finance IIIld 
Human Resowecs CommiUee on a monthly basis .. 

2.6 FNEI Other Stakeholders 

2.6.1 The Fmance and Human Resow:ccs Committee shall desipate from lime to timc 
other stakeholders that shall be reported to. 

3 Aeeoooting Principles 

3.1 Gene,ally Accepted Accollllll", hlnciples 

3.1.1 Five Nations BnelJ)' Inc. will foHow Caaadian GAAP (geocrally accepted 
a.ccounting principles), as set out for ckctricity transmission utilities. 

3.2 DEB Uniform System of Accounts 

3.2.1 Five Nations Enct:gy Ino. will follow the Ontario Energy Board"s Uniform System 
of AecoUftts fot the tracking of expenditures. 
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3.J Fiscal Period 

3.3.1 Five Nations Energy Inc.~s fiscal year will end December 31 of each yellt. 

3.4 l"tenud. Cash Co"",,'. 

3.4.1 There must be a sepuatioll of duties betwccm the person receiving cash and the 
person responsible for maintainiDg the accounting records. 

3.4.2 Cash rc:ccipt activity should boo reeonci1ed weekly. The reconcilement should be 
reviewed by somcoae independent ofthc cash handling or rccordiDg ftmctions. 

3.4.3 The following responsibilities should be distributed amonipcnionm:l so one 
person is not responsible for aU aspects: 

• Opening mail 
• Endoming checks 
• Preparing deposits 
• Rcconcilina to budFt &tatcmcnts 
• Billing and coUcction duties sbould be distributed amoq pcrsoDDCI 

3.4.4 All forms of cash (curreney. checks, money otdc~ negotiable instruments and 
charge card transactioll8) should be physically protected tbrouab the use of vaults, 
locked cash drawers. locked metal boxes. etc. 

3.4.5 It is the responsibility of the Genera] Manaaer to make whatever provisions arc 
neteS&arY to properly safeguard the cash receipts. Cash should not be retained in 
desk drawers or standard me cabinets since they an: easily a=sscd with mjnima) 
forcing or readily available keys. 

3.4.6 Money should be deposited promptly and intact to the bank. Cashinc cheeks t:rom 
PNEI deposits. bellOwing cash for personal use. Jappi:og receipts to cover 
ShOrtagC8 in cash rcceiptsl withholding checks for deposit in order to float checks. 
commingling of' personal and FNEI tlm.ds, and modification of cash r=Jrds are 
aU serious offenses and may result in immediate discharge ftom employment 
andlor prosecutioo. 

3.4.7 The peISOIl performing the bank: reconciliations should not ba\le bank signing 
authority . 

.3.5 AccDuntlng Software 

3.S.1 A computcri:zcd double entJy bookkeeping system is to be maintainl:ld to rccotd 
all fin8Aeial transactions. 

3.5.2 This system is to include the facility to record: 
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3.5.2.1 all receipts and. disburs~ 

3.5.2.2 all accounts receivable and other assets 

3.5.2.3 all commitments for services oc bcacfits received, but not immediately paid for 

3.S.2.4 details of employees eamiDp aud payroll deductions. 

3.5.3 The gc:ncmllcdgcr is to be maimained and updated monthly to facilitate a 
coJltinualllCCOUlltina ofreveoue received, cxpeD.ICI ~ and changes to 
assets, liabilities and operating funds. 

3.5.4 Bank reconclliatkms arc to be prepared. upon teeelpt ofbank: statements and 
canc:eled cheques. 

3.5.5 Monthly listings of accounts receivable and accounts payablc are to be prepared 
and balanced to tbe general1edger control account when: applicable; 

4 Banking 

4.1 Operllting Bank 

4.1.1 All fuDds :received must. be deposited intact, without uaduc delay at a branch of a 
Canadian Chartered. Bank. 

4.1.2 Funds held in trust by tho Corporation wiD be deposited in & SCPfiIl'Iltc trust account 
designated for that purpose. 

4.1.3 A change of the corporation"s banking institutions can ooly be done at a Members 
Mcctiag. 

4.2 Process/or Borrowing Money 01' Ob.lnl", II Line 01 Credit 

4.2.1 FUDds can only be bonowed withl.resoiutioDofaquorumofthc Board of 
DUcctors as per the corporation's Bylaw #2. 

5 Budgets 

5.1 OPUIltltm$ Bu.dget 

5.1.1 Five Nations Energy Inc.'s operations budget shall be based UPOD the rates 
application approved. by the Outarlo Energy Bow. 

5.1.2 The operations budget sba.I1 be reviewed and revised on an annual 'ba.sb. 

5.2 Capital Budget 

5.2.1 The budget for capital expendilures sball be approved by the Board of Directors 
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on on annual basis. 

S.2.2 The budget for spocific "pita! projects shall be approved by the Board of 
Directors. 

6 Reserve Funds 

6.1 Operati"g RssBrtle 

6. t.l The amount(s) sct aside into an operating reserve sball be approved by the Board 
ofDi.reetors based em recommendations from. the Finance and Human Resources 
Committee. 

6.1.2 The maximum amount in the operatina reserve shall be reviewed mnually with 
the amount be recommended by the Finance and Human Resources Committee 
and approved by the Board of Directors 

6.J Selj-lllsUl'flnce 

6.2.1 The amount(s} set aside into the corporation's selfinsuranee reserve shall be 
app.r'O'\'ed by the Board of DirectotS based. on rccommcDdations from the Finance 
ancl H1UDI11 Resources Committco. The minimum amDunD to be set aside 
anauallyare detailed in tho corporation's Insumnco Baekstop Agreement. with 
Hydro One Networks Inc. 

6.2.2 Withdrawals from the sclfinsurance reserve wilJ only be permitted by arcsolution 
of me Boani of Directors. 

6.2.3 FNEI will strive to set additional fimds aside 10 reach the maximum amount of 
self insurance reserve funds as soon 85 possible. 

6.2.4 The maximum amount in the iDsuranoc reserve shall be reviewed annually with 
the amount be ICcommended by the Finance and Human R.csourt:es Committee 
and approved by the Board of Directors. 

6.3 Ctlpital Replacement 

6.3.1 lbc amounl{s) set aside mo a capital res.ervc shall be approved by the Board of 
Directors based upon I'COOIDDlCndstions from th.a FiDanee and Human Resources 
Committee. 
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(
"". . 6.3.2 The maximum amount in the capital reserve shall be reviewed BDrlually with the 
.\.,. amount be JCCODUnencJed by the rmancc and Human Reso'UtCeS Committee a:ncl 

approved by tho B01Ud of Dimctors 

7 Purchasing 

7.1 PUlchase Orders 

7.1.1 Regular purchases f'ot day to day opcratiolUll supplies and secvioes require the use 
of a purchase order. It is recommended that ICCDUDts be set up whh regular 
supplims. 

7.1.2 Purchases can be approved by the GeDoral Manager Df Trcaswcr provided that: 

7.1.2.1 the necessary funds are jdeutiJlcd in the budget 

7.1.2.2 they arc required by the COl'pOratioD 

7.1.2.3 the)' arc made in accordance with the established regulations and procedures of 
the Corporation 

7.1.3 Pwcbase Order forms will be completed in triplicate usinl Prc-numbetcd forms. 
A Purchase Order log will be maintained to account fot each Pun:base Older in 
II'W1lericat order. 

7.13.1 'l'be original copy of the purebase order is to be forwarded to the supplier. and 
two copies .retained at the Five Nations Energy Inc. office:. 

7.1.3.2 The duplicate copy of tile pun:hase order should be attached to the invoice being 
processed for payment after the receipt or delivery has been certified 8& welJ as 
the quality, quantity. price and total charges. 

7.1.3.3 The third copy 01 tho purchase order should be filed in numerical order to 
facilitate accounting rOf aU purchase order numbctS. 

1.1.4 The PI.ltChax Order must list the item(s) on the requisition foon with quotations. 
supplierts name, mode of delivay, correct amount includiu& all)' me' and 
delivery charges and account code. 

7.1.5 The Purchase Order must be authorized by theGenera1 Manager orTICDSurcr. 
who must verifY that funds for the purchases are available within the budget 
allocations prior to releasc:lissuancc of purchase order. 

7.1.6 Any capital purchases in excess of$1 5,000 must be approved by the Board of 
Directors. 

7.1.1 At no time will a. staff member make OMers before purchase orders are approved. 
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7.1.8 Purchase ordor3 mllBt be kept in safekeeping. OutslBl'Xlin.g purchase orders will 
expire within six IIIODtbs of the dale ofissuc if no good! or services have beeD. 
provided. 

7.1.9 All outstanding Purchase Orders will be reviewed at Fivo Nations Energy B. is 
fiscal year cnd. A Iepmt listing each outstanding pmchase order detaiUng 
the amount of goods and or services to be provided will be prepared for 
the Fmance and Human Resources Committee for their review and 
information. 

1.2 Threshold/of IWJW;rrg Compelltl,e QlIOIes 

7.2.1 Competitive quotes will be required for all purehases unless it caD be clearly 
demonstrated that a competitive quote is Dot requh'ed. 

1.3 Credit Card PllfCh«,I", 

7.3.1 A credit card will be used to pun:hase goods and services only from those vendors 
that do not allow a purchase on account. 

8 Cost Recovery 

8.1 Admilt/strtlllOll Overhead 

8.1.1 FNEl's normal administration overhead is IS%. This rate may be reduced or 
waived. upon the Fioanr;c aDd Human Resources Committee's recommendation to 
the Board oCDirectors. 

B .. l InvDicing Proced",. 

8.2.1 Local Distribution Companies-An invoice will be prepared on a quarterly or as 
required basis with baf;kup supporting documentation. Administration ovcdu:ad 
will DOt be charged.. 

8.2.2 Other Custom.c:r&- An invoice will be prepared OIl a quarterly or as rcquil:cd basis 
with backup supporting documentation. Adm.inistratiOD overhead wilt normally be 
charged however it may be waived at the discretion of the Finance and Human 
R..csources Committee .. 

8.3 Collection ProcedUl'G 

8.3.1 FNEJ reserves the .right to send delinquent accounts to a collection agcn.cy for 
collection or to SIIIIIll CIIJ". OJ"." 

9 Contracting 
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9.1 Tendering Guidelilles 

9.1.1 As the annual capital budget is being determined the Pinance and Human 
Resources Committee will determine which projects will require a tender process. 

9.2 Sole SoIlt'Ctl Contracting PrlncJpIes 

9.2.1 If it can be demonstrated that a sole source eootracl would provide best value to 
Five Nations Energy Inc. then a CODtract may be sole sourced. 

9.3 Required clauses in BIlCh contrllCl 

9.3.1 Each contract entcn:d into on behalf otFivc Nations Energy lDc.. must include 
'termS and conditions including rates, insllnUlCe requirements, eoDfidentiality 
provJsions. and .identification ofpoteuualliability. t.clm.iDation clauses, and the 
dates for which the. eootrac:t u in efFect. 

10 Disbursements &; Payments 

10.1.1 All accounts should be paid for on or before the due date, and any discount in 
payments should be taken adVBD.tqc of. 

10.1.2 All invoices 81'8 onJy paid when supported by a pun::base ordett and ifappJicabJc, 
a signed packing slip that the goods have been received. 

10.1.3 Disbursements or payments arc to be made by a preNDumbered chc:que 011 the 
basis of certified supporting documentations sucb as the invoice. the packing slip. 
and Illc purchase order. All cheques are to be accounted for. Void cheques arc to 
be retained for audit purposes. 

10.1.4 The Board of Direo10rs may authorize up to three (3) officers or Directors to be 
named by resolution to sign cheques drawn on its accounts. All cheques arc to be 
s1~ by at least two of these authorized peI'SOJ'lS. one of whom is the Treasurer 
or the General Manager. Other specific signing officers for special accounts will 
be named by msotution. 

10.I.S Corporation cheques arc DOt to be post ~ aucJ must not be signed b1aok. 

10.1.6 Where a cheque is :reported WI lost, destroyed, stol.c.o or bas been presented tot 
payD1eDt longer than six months from the date of issue, it 'WilJ be c:anceledt and a 
stop payment notice sent to the bank. A duplicate cheque may then be iss. but 
the payee must indemnify the Corporation against further loss. 

10.1.7 Rcgularin'Yoiccs (i.e. phone bilts. hydro bins. equipment lease payments, 
employee payroll deductions and benefits etc.) will be verified by the 
Administmtive Assistant prior to bclng paid. 
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('-' 10.2 Petty Cosh 

10.2.1 Petty cash. can be used for miscellaneous cash purchases wbcrc it is not practical 
to is.wc: a purchase order. 

10.2.2. Petty cash sboukl be ftlCODCiled as rcquiNd. The person issuing the cheque for 
petty casb should not do the petty cash rccordUatJon. 

10.J Ordlntlr.Y 0zpittIl E:x:pendltures 

10.3.1 Prior to undertaking capital projects, a project plan includina a budget must be 
developed and approved by the FiDaDcc and Human R.esoLm:cs Committee. 

10.3.2 For capital projects with a total cost of over SSO,OOO, a Pl'Ojcet Manacr must be 
identified. The Project Mf1D8.ger will be accountable for CDSUrina the project is 
carried out according to the Project Plan aod Budget. 

t 0.3.3 Project costs win be assigacd an accountins code, so that expenditures relating to 
the project con be tracked. 

10.3.4 The 'Project Maaagcr will inronn the Finance and Human Resources Committee 
once it is anticipated that a certain project will exceed the original approved 
budget or ifthc project will be late in ita completion. 

10.3.5 When B projcCl'!i budget variance exceeds.2O%, permission is required &om the 
Board ofDircctors for the project to proceed further. 

11 Travel Pollcy 

11.1 Oveniew 

11.1.1 The COIpOl'lltiOD will reimburse employees for reasonable out of pocket expenses. 
Any moDe)' owing to the eotpOr8tiOD will be repaid in cash, or by a deduction 
from the employees next pay cheque. 

11.2 Approved TrllVei Rates 

11.2.1 Corporate or IOvemment rates for accommodations (if available) ahould be 
requested. The maximum allowed accommodauOJl rate is 1250.00, unless there is 
no other accomtt1oda1ion available. 

11.2.2 When hotel reservations arc amceled. it is the rc:sponsibility of' each omployee or 
director to advise the hotel prior to the deadline timo so 1hat 1ho COIpOration is not 
cbarged for unused rooms. If charges at'C processed and paid for by the 
CO!pOration, this amount will be deducted from the next travel di&b1l1'SC.lD.eDl or 
honoraria entitlement. 
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11.2.3 The rate fix private accommodalion (without receipts) is SSO.OO. 

11..2.4 Daily meal altowanec:s sbaIl be those estabUshed from time to time by the 
corporation. 

As of Novcmber 3, 200S, Ihese rates are as follows: 

Breakfast 
Lunch 
Supper 

$15.00 
20.00 
~ 

$75.00 

Receipts arc required for approved. business meals that arc above the 
maximum allowed. 

11.2.5 l11cidencal paymcnts arc allowed for every day that lhc Employee, Dircetor or 
Officer nvcla away from home. "I'hc maximum payment for incidentals is 
$10.00 per day. 

11.2.6 All car and truck rentals must be approved by the General MaDa,ger or Treasurer. 
The most eoonornical car rental rate should be util.ized, 8Ild 1W1 iasU11UlCC must be 
1Bkcn. The corporation will not be: responsible for any accidents. traffic violations 
or parking tickets. 

11.2.1 When employees arc requested by the corporation to use a private vehicle, they 
will be reimbursed at cw:rent rates, which as of November 3, ZOOS is $0.5SIk:Jn. 

11.3 Proceduresfor Trav.' Expellses/or FNEI StaJ1".dManagemellt 

11.3.1 An traYcllll'8Dgemcots for which mtmburllement of expenses is to be made shall 
be approved in advance by the Treasurer or General Manager. Rates of travel 
reimbursements will foUow corporate opproved standard rates set out in Section 
11.2. 

11.3.2 At the end of each trip, the employee is required to complete a travel expense 
claim within a weclc ofbis Of ber returo. Original:n:ccipSs must be included for 
all ex:pensel, including prepaid expenses. In lieu of mis9iag receipts Ii siped 
declaration must be iDcluded with travel claims. 

11.3.3 All tmvel claims must be approved by the Treasurer or Ocncral Maamger before 
being paid. 

11.3.4 No further travel adV8J1Ce$ will be issued until previous travc1 advanccs are 
IICCOUDtcd for. Tho maximum travel claims outstanding are not to exceed two (2). 

J 1.3.S Whco. travel arrangements are cbanged. it is the responsibility of each employee 
to advise the designated tmvelagency that originally made the arrangements. All 
unused tickets must be returned. 
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11.3.6 If it is necessary forthc Oeneral Martager to draw on a cash advance for travel, 
the maxiun.rm amount of all outstandiDg travel advaaces is to be SUlOO.OO 

11.4 Prot:etlures/or THvsI E:x:pnt.safo, til. FNBI Borud 0/ Diredors 

11.4.1 All travel arrangements for which reimbursement of expenses is to be made shall 
be approved in advDBCc by the Trcuurcr or General Manager. Rates oftravd 
reimbursements will follow corporate approved ~1.mdard rates. 

11.4.2 A tmvel advance wiU be completed by the Administrative Assistant based upon 
the standard app.rovcd travel rates. Oi1ectors are not required to complete a travel 
claim aflcc a 1rip. 

11.4.3 When travel anangemcnts am chansedt it is the responsibility of each Director to 
advise the designated travel agency that originally made the anangements. AU 
unused tickets must be returned. 

11.4.4 Attendance at Board meetings wiU be verified. Any outstanding advances that 
have been paid. for meetings that were not attended by the Director will be 
recovered from tho travel disbursement or honoraria paid for the next Board or 
Directors meeting. 

11.5 Procedure/Dr Consllltrutts 

11.S.1 All travel arranpments for which rcimbursemmtt or expeuses is to be made sbsll 
be approved in advanc:c by the Treasurer or General Mauager. 

11.S.2 Rates of travel reimbursements will follow corporate approved .111aDdard travel 
rates. as per sectiolll1.2. 

11.5.3 A Five NatioIlS Eoorgy Inc. Purchase Ord.erto a designated travel agency should 
be ut.ilized for Air Travel unless it can be shown that it was beneficial to FNEI to 
purchase a ticket by other means (a credit card. either FNEI's or the 
Consultant'S). 

11.5.4 Other costs 1bat arc invoiced shall be based on actual costs. 

11.6 ProcedlllV! lor Lout Distriblltion Colllplllly Staff 

) 1.6.1 All1mVcl ~ for which reimbursement of expenses is to be made shall 
be approved in advani:ie by the TI'C8S1.l..rer or OeneraJ Manager. Rates ortravcl 
reimbursemcnts will follow corporate approved standard travel ratcs as set out in 
Section 11.2. 

11.6.2 A travel Bdvanc:e will be proVided by the Local Distribution Company based upon 
estimates developed. using the standard approved travel rates as set out in Section 
11.2. 
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11.6.3 When travel ammgcmcots are changed. it is the rcspo.asibility of each Local 
Dis1ribution Company Employee to advise the designated travel agency thBt 
origiually made tho ll'l'II:lpIDeots. All unused ticke1s must be.l'Cturllcd. 

11.6.4 Five Nations Encqy Inc. win teimbune the Local Distribution Company for 
travel costs upon presentation of ao invoice for the actual costs ot travel. 

11.7 Ofjlcus and Diredo,'. Rem""el'a,1tm fI"d BeimJJul'Sement 

11.7.1 1M Directors of Five Nations Energy Inc. shall be entitled to such remuneration 
for their services as may be determined by the Board of Directors. Cum:ntly thls 
has been detennincd to be $3000 per year and $500 per meeting plus 
rcosonable expenses. 

11.7.2 The Officers of Five Nations Energy Inc. shall be entitled to such remuncmtioo 
for their services IS may be dctcrmiDcd. by the Board of Directors. C\.1lTCIltly this 
has been determined to be $4000 per year, and $600 per meetlng for the 
Secretary, T'1"eU\tler and. VICe Ptes.ident plus reasonable expenses.. The rate 
of remuneration for the President of Five Natioas BnersY is currently set at $5000 
per year and $750 per mee6ng plus reasonable expenses. 

11.7.3 Remuneration win be paid to the Din::ctors aDd Officers of the corporation for the 
foUowing: 

i.MeetiDas oCtile Board of Directors 

ii.Committee MeeLiDgs 

iii.MeetiDp when the presence of the Directors and/or Officers arc 
required 

iv.Ac.fdltional work J:Cqui:R:d by the Corporation 

11.7.4 No payment will be made to 'the Directors and Oflicers of Five Nations Energy 
Inc. in lieu oflost wages. 

11.7.S No payments will be made to the Board ofDira:tors or Officers of Five Nations 
Energy Inc. in excess of the regular honoraria as set out in section Il.7.1.and 
11.7.2. 

12 Risk Management 

12.1lnsurance Requirements 

12.] .,. The Board ofDin:dors of the Corporation will obtain adequate iDsurancc 
coverage to protect the corporation's assets. 

12.1.2 This wilJ inc1ude. atami.oimum. the following kindsofinsunmce: 
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11.6.3 When travel arrangements are cb.aqed.. it is the responsibility of each Local 
Oislribution Company Employee to advise the designated travel QCDCY tbat 
originally made the arrangements. All unused tickets must be 1CtUrncd. 

11.6.4 Five NatioDS EncrBY Inc. win reimblne the Local Distribution Company for 
bavel costs upon presentation of aD invoice for the actual costs of travel 

11.7 Officers and Directo,.'s Rem"neratlon fllld Reimbursement 

11.7.1 1'ho Directors of Five Nations Energy Inc. &hall be entitled to such remuneration 
for their services as may bo determined by tho Board of Dirocton. Cuumtly this 
has been detemtiDed to be $3000 per year and $500 per meeting plus 
reasonable expenses. 

11.7.2 The Officers of Fivo Nations E.nc.rgy I.nc. shall be entitled to such remuneration 
for their services as may be determined by the Board of Directors. Cl.1l'l'a1tly this 
bas been determined to be $4000 per year, and S600 per meeting for the 
Secretary, T~ and Vice President plus reasonable expenses. The rate 
of I'ClD.UDCI'8.tion Jbf the President of Five Nations Energy is currently set at $5000 
per year and $750 pet meeting plus reasonable expeDSCS. 

11.7.3 Remuacration will be paid to the Ditectors and. Officers of the corporation for the 
following: 

i.Meetings of tile Boo.rd. of Din:ctoTs 

ii-Committee Meetings 

ili.Mc:ctiDgs. where the presence of the Directors andlor Officcrs are 
n:quimd 

iv.Additional workrequircd by the Corporation 

11.7.4 No payment will be made to the Directors and Officers of Five Nations Energy 
Inc. in lieu oflost wages. 

11.7.5 No payments will be made to the Boud ofDircctoIS or Officers of Five Nations 
Energy Inc. in excess of the regular honoraria as set out in section 11.7.1 and 
11.7.2. 

11 Risk Management 

12.1 Insurance Requirements 

12.1. t The Board ofDircc:tors of the Corporation will obtain adequate insurancc 
coverage to protect tbc corpomtion's _eta. 

12.1.2 This will inch.lila. at a minimum, the following kinds of insurance: 
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i. 
ii. 

iii. 
iv. 
v. 

vi. 
vii. 
viii. 

Property 
BoUer & Machinery 
Non-owned aircJ:a:ft 
Geucral Liability lnsurance 
Umtm:lla LiabUi1y 
~ and OfIiccn Uability Insurance 
Vehic1cImnmmcc 
Aecident lasurance 

12.1.3 An annual review of the insurance requirements will be undcrtakm to ensure that 
adequate coverage is in place. 

13 Inventories 

13.1.1 lnventories lll'e to be maintained for all equipment, buildings. vehicles and other 
real assets. 

13.1.2 A physical count should be completed rmnually at the following Jocations and 
colmts made available to the auditor: 

• Attawapisbt 
• Kasheebewan 
• FortAlbany 
• Moosonee 
• Timmins 

13.].3 The responsibility of carryius out the armual inventory is the General Manager's. 
If necessary. hefshc may request assistance from outside Five NatioDS Energy Inc. 

13.1.4 In order to ensure an accurate count. a out-ofI date is neeessary. '1.11is means that 
for a three to five day period prior to invcntmy no items 8R'I to be purchased. 

13.1.S The count is to be dono by two persons (one counter and one verifier). The 
counter is given an inventory list (without qU8Dtity on band) for an area to count. 
As be/she COWlts. the qU8lltity is entered in the appropriate column on the 
inventory lisL The verifier is also handed an inventory list, (again without the 
quantity on hand) to re-CO'Unt the area tha11he counter has already counted. 

13.1.6 The two lists are compared and any diSClCpar1eics in thQ counts reconciled. After 
a. correct count is indiCllled., the count is compared to the quantity 011 hand 
indicaled in the wmputer. Any djacl"Cpmcics arc compiled and a list ls sent to the 
auc:l.itot. who wiU make the :necessary com:ctions to 'the dollar value of the 
corrected inventory. 

13.1.7 Any items that were ordered for inVCDtory, which come in dnriDg the time that the 
physical inventory is in prOgTeSSJ ere heJd until after the Auditor has completed 
his audit aDd the computer baa been reset for the next Fiscal Year. The items are 
then. added to the inllentory. 
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13.1.8 All disposals of assets whose acquisition cost acceded $1,000 will require Board 
Approval. Such actions will be n:corded in the minutes. 

J 3.2 Propel1.1 SeclUit.Y Policy 

13.2.1 All property, equipment, and supplies acquirvd by Five Nations Energy Inc. 
remain the responsibility ofFNEr until disposed orin an II.tJthorized manner. 

13.2.2 Management ofFNEI may dispose ofFNEI property (equipment and supplies) as 
follows: 

13.2.2..1 Trade the item irl on Dew acquisitions through Purchasing with prior Board of 
Directors approval. 

13.2.2.2 Sell the item with prior Board of Directors approval. 

13.2.2.3 SalVBgB the item for parts, only after the Board ofDircctors has approved 
disposal in this manner. 

13.22.4 Return the item to the owner iflo.mcd or leased to FNEl. 

13.2.3 The loss of any piece ofequlpment with an origiDal purchase price ofS5OO0 or 
more and a Iifc expcctaDcy of more than one :year. which. is Dot consumed. in the 
normal COLB'SC ofbusincss, must be reported immediately to the Police, and the 
General Manager for insurance claim purposes. 

13.2.4 Damage or destruction of property should be reported promptly to 1he Oenetal 
Manager. 

13.2.S Damage or desllUCtiOD. of property by a criminal act should be reported promptly 
to the Pollee or local police as well. 

13.3 Secruity ofElet:tro"icDtl1a 

13.3.1 A(:cess to data residing in administrative systems of Five Nations Enerl)' mc.. is to 
be grantcd. only to those in4ividuals who must, in the course of exercising their 
responsibilities, use the specifig information. 

13.3.2 It is the responsibility of the General Manager to cosu:re adequato pbysical 
security over Five Nations Energy IDc.'s compulCr equipment, restrict equipment 
access to authorized personnel only, and adequately assure that output containing 
conf1dentiaJ information is properly safeguarded. Responsibilities also inc1ude 
mainteoance of opc:rating system-level security specific to the computing 
equipment. 
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13.3.3 OperatiDS Systcmsuscd for Five Nations.Bncrgy Inc!! inf'onnation technology 
systems must bave, at a minimum, tbe fullowmg security featun::s: 

13.3.3.1 Discretionary a.ccess controls, where individual users can be included/excluded 
from acCCSsiDg1iJes and other objacts or from achieving certain forms or acc:oas 

13.3.3.2 Notification to the data owner/computer operator/data security offigcr of 
security breaches (unauthorized attempts to access certain files or the system). 

13.3.3.3 Maintenance oran audit reco.rd of security evc:ms. as wen as authoriud. or 
un.au1.horizcd file access. 

13.3.3.4 Abillty to audit c.bangas to user id files. 

13.3.3.S Ability for jQ]e lcrmiDals logged into applic::atiom to be disconnected after a 15-
minute period. 

13.3.3.6 An eoaypti.o.a system to provide B bigb.levcl ofsecurily for sensitive data 
transmission files. 

13.3.3.7 Login reatures such asautomatlc discouncction on multiple login faillm:S 

13.3.3.8 Break·in detection end disabling user ids for a period of time after detection 

13 J.3.9 Automatic id expiration. Access rcst.riet.ions based on user id., time of day and 
dayofwcck 

13J.l.lO Control over dial-up or nctwor.k. access to restricted data and systcmB 

13.3.3.11 Backup and recovery procedures must be developed and maintained for all 
computing systems and data. 

13.3.4 The following requirements must be met: 

13.3.4.1 ProYisioD for regular backup of data residing OD. the system. 

13.3.4.2 Storage ofbatkup media at B location remote from the FNEI office. 

13.3.4.3 An approved Disaster Recovery Plan written and implemented to cover 
situations in which hardware and/or software carmot run in its normal 
environment. 

13.3.S The General Manaa=er should pcriodiealJy review backup and recovery procedures 
to Cll.SW.'e their continued applicability. 

13.3.6 .Passwords an= a critical component to any computer soeurity ptOgram. To 
properly control passwords and mainlaln tbeiJ: ilm:grity, the guidelines below will 
beroUawcd: 
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13.3.6.1 Passwords win automatically exphe every 90 days, or more fn:quc:ntly in cases 
of user ids with IM:CCSS to very &ensitivc data. 

13.3.6.2 Users must never give out their persooal password to myonc; sbariDg of 
passwords is a violation of this poliey. 

13.3.6.3 AB part of the educational process, ihe General MaNgct will provide Wicrs with 
guidelines for selecting and ch8l1gfna their passwords. 

13.3.6.4 Generic user ids should not exist, except as the source fur tho production. 
maintcnanco1 and development of appJicati.on systcms. In cases where many 
people log in UDder a single user iel, audit tnills and system. statistics become 
ineffective in ass1pins respousibillty. 

13.3.7 When an employee tcIminates employment 'With Fiw Nations Bncrgy Inc., the 
following guidc:liDcs sboukl be followed: 

13.3.7.1 Immediately change or remove the passwords mr those USCIl'ids to which an 
employee leaving FNEl bas had access or update capabilities. 'Ibis standard 
practice serves to protect the employee in the event of any problems and the 
Five Nations Energy Inc. systc.D19 against possible tampering. 

13.3.7.2 Monitoring such user ids is the responsibility otthe General Mmaagcr. 

13.3.8 In the C01l1"M of accessing data or infonnatkm. a mEl employee might. acce81 
restricted information. It iJ Ihc responsibility of the Data Owner to ensuro that all 
individuals with access to restricted data are aware oftbc confulentiaJ uature of 
the iD:forma1ion and the limitations. in terms of diBClosurc. that apply. 

13.3.9 When accessinll restricted information. the FNEI employee is responsible (or 
maintaining its confidentiality. The granting of a user id and password assumes 
that you will maintain coo:lidcntiality over appropriate infurmatioo Vlithout 
exception. 

13.3.10Thc rc!easa ofresuicted data without the express approval oftbc Genera! 
Manager or outsi.de the guidelines established for such data will not be tolerated. 

13.3.11Unauthorized. mlcase of1'Olltrictcd iD.fonDation will result in appropriate 
dlscipiiDary action, including possible dismissal. All ma1tm involving FNEI 
employees will be reviewed by the Boud of Directors. Mal1crs involving 
ind.ividuals not aft'ililted with Five NatioDS Energy Inc. will be reviewed wjth thc 
c;orporation's attorney. 

14 Conflict of Interest Polley 

14.1.1 Members of the Board or Directors of Five Nations Energy Inc. must avoid any 
conflict of intelCSt with respect to their rcspomibilUy to Five Nations Energy Inc. 

Pav- 24of29 



five Nation. Energy Inc. 
Ff.andel PaIId •• and Procedurea-Approvld December 2.005 

r:.... 14.1.2 When they are nOQlinatcd 10 the Bo~ DiRctor.s undcrstaDd and accept that they 
\~ am ex.pectcd to put tho interests nfFive Nations Energy Inc., itS customers and 

the communities tbal FNEI serves befo!:\: III of their own interests and over the 
inl.erests of a group or orgauimion to which the Board member helmss or by 
wbich he or she is employed. 

14.1.3 A coatlic:t of interest occurs when a Board Member participates in discussions or 
decision making about a matter which may financially 'booefit that Botll'd member, 
directly or indirectly, resardless of the size of the benetit. 

14.1.4 Board membcn must not use their positious 10 obtain employment within the 
corporation for themselves. family members or clOIC assoclatcs. 

14.1.S There should be no self dc:aJ.iDg or any conduct ofprivatc business between any 
Board member m::l the corp011ltion except as procedurally CODtroUed to ~ 
opeaness. compctitivo opportunities and equal access to "inside" information. 

14.1.6 Upon election, a new Board member must sign a Memorandum or Understanding 
regardins FNErs Co.atUct of Interest poUt;y and must disclose any reeog.n.ized 
immediate or potential coDfliet of interest.. 

14.1.7 All Board Members will infonn the Haw when they become aware that a current 
or future conflict of interest situati.o.n may arise. 

14.1.8 Before mectiDgsofthe Board of Directors. an agonda will be ci.rculatcd. to each 
member, with agenda items specified with sufficient detail in order to pmnit the 
Board member 10 identify possible "onfliets of interest. 

14.1.9 Prior to the commencement of any discussions at the Board meeting, t.hc Chair 
sbaJ1 provide an opportunity for the members to declare any conflict of interest 
Tegaming any specific: agenda items. 

14.1.10 Canilict.s sbouJd be declared whether or not the Board Member attends the 
meeting. The details of any such disclosure should be DOtes in the minutes of the 
mcetinS· 

14.1. t J If II Board member bas di&closcd a conflict or intcm:st rcgmdiDg an agenda item. 
that member will leave the meeting room when the Board roaches tbat ageuda 
item. The departure oftlle Board member should be noted in the minutes and 
there should be no discussion of tbe agenda item until the member has Jeft the 
meeting room. When the diseussion of the agenda item is completed .. the member 
may return to the meeting and the retum should be noled in the minutes. 
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14.1.12 h would be considcccd unethical for any other member of the Board to discuss 
the subject with the member who has declared the con:OiCl: until all discussion and 
related volin, has taken place, even if this proeess SpallS several different 
meetings. 

14.1.13Jf a Board member wishes to 'be considered for employment with the corporation. 
he or she must withdraw from Board deliberations. voting and access to 
applicable Board inCoDlUllion. 

14.1.14Any currentmemberofthc Board interested in applying fox a paid position with 
thc organi"..otion must submit hislher letter Qf resignation from the Board prior to 
submitting hislher application for the position. 

14.1.1 SThc Board may decided to delay accepUn& the resignation until after it is 
determined whether or not the member is the ~ candidate; or the Board, 
if it wishes, having accepted the resignation may deeide to rca.ppoint that person 
to thc Board should helsbc not be hired. 

14.1.16A memJxrs resignatioa in tlu:sc circtullS't8noeS must deolare thai, as a staff 
person. he/she will DOt disclose or in any way usc any confIdential information 
obtained u a Board member. All hiring of staff sball follow tJ:u:: stab:d policics of 
Five Nations Energy I.ac. 

15 SBpport of CommunIty Events 

15 .. 1 Donation Policy 

1 5.] .1 ~Tb.c objects of Five Nations Energy Inc. arc to promote the sodal. economio and 
civic: welfa:n: and development of AttaWBpiskat~ Port Albany and Kashechcwan 
First Nations by: 

1 S.1.1.1 Promoting. acquirinS. developing and establisbiDg works and facilities of any 
maJlJlCr or nature ror the provision acquisitiort, transmission. distribution and. 
supply of electricity and other utilities to the communities oftne AttawapiSKat. 
Fort AJbany and Kashecbewan First Nations and elsewherc~ 

15.1.1.2 CQnstructin& operating. maintaining and JUBD.agins such works and facilities for 
the gcacral benefit and fur the purpose ofprovidinS electrical power and other 
utilities to the communities of the Atta~ Fort Albany and Kasha:chewan 
First Nation$ aud, elsewhmc; aDd 

15.1.1.3 Throuah the: accomplishmeDt of She objects described in paragraphs 1 lIJ\d 2J 
encouraging and promoting sell.sufficioney. s1dlls training. cmploymCDt and 
economic development opportuDities, community coopcraUon, measures to 
improve the protection of the natural environment and such other measures that 
are soclwly beneficial for the community as may accrue from the Corporation's 
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objcets and undertakiugs, in ~ communities oftbc Attawapiskat. Fort Albany 
and Kashccbcwan First NatiOJlS and elsewhere. h 

15.1.2 The Five Nations Energy Inc. annual budgeted cxpcml.itwe for donlltions shall be 
approved by motion of tho Board, as identified. in the Ontario Energy Board 
approved revenue allocation. 

15.1.3 In Older to adhere to the objcets oftbe Corporation. the Board of Directors wJll 
review the goals and. objectives of the donation policy OD an annual basis and set 
guidelines for the followiDg ycat's discretionary support.. 'J1Ic Board 01 Directors 
will also review their ]ong term commitments and reaffirm their support for them. 

15.1.4 ne senior maoagcmcnt of Five NatioDB Energy lac. will adnUnistor tho donation 
policy as per gujdc]ines set by tho Five NBliocs Energy Inc. Board ofDitccIors. 

15.1.5 FNEI will contn'bute a maximum ofS 1 500.00 per instance for projects that mc:ct 
the guideHDcs provided there are fUnds remaining withiD the approved budget. 

15.1.6 The request Cor fundio& must reflect tbedirectionas set bythc Board of Five 
Nations for discretionuy support, and will identify m.onies aV8JlabJe for donation 
and will also identify what funds are mnaiDing in the communication budget. 

IS.1.7 Any orpnimtiou that JCCCi\'cs sponsorship must be willing to sip contract that 
stipulates that FNEI is indemnified against any protcedings that: may happen 
against the organization. 

15.1.8 Organi:mtions must publicly acknowledge that (bey have received support :from 
FNEI. 

15.1.9 The organization must prepare and submit. report to Five Nations Energy Inc. on 
the event or activity that was spoosonxi. 

1 S. J .1 OApart from the a.rmuaJ FNE1 SchQlar.sbip, FNEI will not provide donations to 
individuals, only groups or Orpnizatiolll. FNEI will attempt to support both male 
and female activities and events equally. 

15.1.1 ] Applications for funding must originate and be of benefit to orgaai.mtions and or 
groups from the following comnumities: 

i, Attawapislcat 

ii. Kasb.ec:hc:wBIl 

iii. Fort Albany 

iv. Moose Cree 

v. Taykwa 'ragmnou First Nation. 

lS.1.12Any oth~r provision at the relevant time 1bat i''''NEI thinks should be included that 
would protect FNEr. interests, IeCOgnizc FNEI's cootrlbuUon" and/or otherwise 
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ensun: the furtberanee of FNEl's objectives. 

15.2 Schollll'Ship FlUId 

15.21 FNEI will provide a scholarship of two thousand dollars (12,000) to a student 
nominated by the following entities: 
i. Attawapiskat Education Authority, 
ii. HishkooniJrun Education Authority, 
iii. Mundo Peetabeck Education Authority, 
iv. Northcm IJgbts Secondary School, 
v. Moose Cree Education AU1hority and 

vi. Taykwa Tagamou Nation. 

15.22 In order to be considcmd for the FNEI scholarship Interested students shouJd: 

15.2.2.1 Make an application to their respective Education Authority 

15.2.2.2 Have achieved a 7S% avcmgc or grcstor in the previous semester 

15.2.2.3 Plan to pursue a post-secondary education in a teclmica11ieJcL 

IS.2.3 In order for a potential&eholarsbip rcdpieat to be ~ide= by Five Nations 
Eacrgy [nc •• lbe Education AUlborities must submit their recommendations by 
May 31st of each year. 

15.2.4 The General Manager aod the Treasurer wi.l1 evaluate the applications and will 
make the decision as to who is awarded the fNEl Scholarship from each 
community. 

15.2.5 Schola:r&hips win be paid out in September, once proof of emol1meot in a 
technical field is provided to F"Ivc Nations Energy Inc. . 

15 .. 3 CreeF. A"num Contflblllion 

15.3.1 An annual oonIribution of$lO,OOO will be doIJ.Bted to the Omushkego Creefc:st. u 
per the Iesolntion passed by the Board of Directors at their June 24 2003 meeting 
as follows: 

".4. motion 10. dOMlle $10 000 anmJlllly to lhe Omus/thgo Cree Fest Wll9 

moved by Chief Hall, seconded by Wiltimn Surhuland. .All were In!tlJIOul' 
and the motion was carrie.d. .. 

16 Affiliates Relationship Code (Ontario Energy Board) 

16.1.1 '£be purpose oftbcAffiliate Relationships Code is to set out the standarda and 
cond.i'tions for the interaction between eloctricity distn"butors or ltansmitters and 
their respective affiliated companies. 
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16.1.2 FNEI will comply with the Affiliates Rclatioosbip Code in its desU. with the 
three local distribution companies and any other potential affi.liatcs. 
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SCHEDULE I 

FORM OF MILESTONE CERTIFICATE 

INVOICE: • 
Five Nations Energy Inc (the "Borrower") 
Suite 421, 70-C Mountjoy Street North 
Timmins, Ontario 
P4N4V7 

Re: Credit Agreement dated as of November 15,2006 (the "Credit 
Agreement") 

Total Cost of Project 

Amount previously advanced by Lenders 

Amount covered by this Invoice 

<i.., Amount available under Term Loan 

Remaining cost to complete the Project 

'\-, 

The Borrower hereby certifies as follows: 

1. The Borrower hereby requisitions the sum of $., which sum is required 
for work completed for the Borrower in connection with the Project up to 
and including •. 

2. To the best of our knowledge, information and belief after reasonable 
inquiry, the representations and warranties contained in the Credit 
Agreement are true and accurate in all respects as of the date hereof, and 
no event or condition has occurred and is continuing or would result from 
this advance which constitutes a Potential Event of Default or an Event of 
Default under the Credit Agreement. 

Credit Agreemel1l 
File No. 50-1069 



3. 

-2-

Construction of the Project to the date hereof has been completed in 
accordance with the Project Budget and the Project Schedule and in 
compliance with all Material Permits and all applicable zoning and 
building laws and ordinances and applicable plans and specifications; and 
all of the work, materials and fixtures customarily furnished and installed 
at the current stage of construction have been furnished and installed and 
are of acceptable quality. 

4. All of the statements contained in this Milestone Certificate are true, 
complete and accurate in all respects to the date hereof. 

DATED this. day of ., 200 •. 

FIVE NATIONS ENERGY INC. 

Per: 
Name:. 
Title: • 

Credit Agreement 
File No. 50-1069 



SCHEDULEK 

PRornCf SCHEDULE 

Fibre Optic Cable Installation Contract 
Description Proposed Timing 

Esti:mated date of project completion April 30, 2007 

Outside date for project completion April 30, 2008 

OPGW Agreement 
Description Proposed Timing 

Successful testing of installation April 30, 2007 
Transfer of ownership and holdback release May30,2007 

Substation Contract 
Description 

Estimated date of energization and completion at 
Attawapiskat 
Fort Albany site work commences 
Estimated date of energization and completion at Fort 
Albany 

Credit Agreement 
File No. 50-1069 

Proposed Timing 
[)ecember15,2006 

February 28, 2007 
~ovember30,2007 



November 13. 2009 

Five Natious Energy Inc. 
70-C Mountjoy Street N. 
Suite 421 
Timmins. Ontario 
P4N4V7 

-----..:<!.~~~L __ 
Pacific & Western 

Bank of Canada 

Attention: Mr Joe Gaboury, CEO. VIA EMAIL 

Dear Sir. 

RE: EXTENSION OF PW OPERATING FACILITY DATE 

This is amendment No. 1 to the Credit Agreement dated November 15. 2006 between Five Nations 
Energy Inc., The Manufacture11i Life Insurance Company. and Pacific &. Western Bank of Canada (the 
''Lender'). This amendment addresses primarily cbanges made to Article II of the Credit Agreement. the 
PW Operating Facility. The existing CrediL Agreement and aU of its terms and provisions shall remain in 
fun furce and effect, unless modified by this amendment. 

We conflIIIl the following amendments to Article II of the Credit Agreement: 

1. DELETE • "PW Operating Facility Limit" means Cdn $2.000,000. 

ADD - "PW Operating Facility" means Cdn $500,000. 

2. DELETE • "PW Interest Rate" means a rate per lUIllun equal to the Prime Rate less one quarter 
of one percent {0.25%). Currently the all in rate is 2.00%. 

ADD - "PW Interest Rate" means a rate per anDun equal to the Prime Rate plus two and one 
half percent (2.50%). Currently the 1111 in rate is 4.75%. 

3. DELETE ~ "PW Operati~g Facility Maturity Dllte" means November 15, 2009. 

ADD - "PW Operating Facility Maturity Date" means May 15,2010. 

4. Borrowing resolutions from Five Nations Energy Inc. confirming new signing authorities and 
their ability to extend the PW Operating Facility as defined in the Credit Agreement. 

CONDITIONS PRECEDENT 
Satisfactory review and approval by the Lender and its solicitor of the following would be required prior 
to these n:mendments taking effect.: 

1. Receipt and satisfactory review of Five Nations Energy lllC.'S accountant prepared third quarter 
financial statements confirming all financial covenants agreed to in the Credit Agreement are 
011 side. 

2002· 140 Full.ltton StIce!:, London • .ontario N6A 5Pl Tel: (519) 645·1919 Fax: (519) 645~2.060 www.pwbank.com 
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LEGISLATIVE COMPLIANCE: 
The availability of this facility is at all times subject to the necessity of compliance by the Lender, in such 
manner as the Lender thinks fit, with any and all restrictions, rules and regulations of the npp1i.cable 
regulatory auth.ority from time to time in force. 

We trust YOll will find the above satisfactory. If the fnccgoing terms and conditions ru-e acceptable to you, 
please indicate your agreement by signing and .retuming the enclosed copy of this letter before tho doe 
of business on November M. 2009. If not IICcepred by that time., the loan commitment shall be 
considered null and void. l'l9f 

YourstmJy, 

PACIFIC & WESTERN BANK OF CANADA 

/('210 
X~oms 
Assistant Vice~President, Lending 

NickKristo 
Senior Vice-President 

We bereby accept the terms and conditions of financing outlined above. 

FIVE NATIONS ENERGY INC. 

Dated: /UdV. II/Of 
f I 

I have authority to bind the Corporation. 
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PARI PASSU PRIORITY AGREEMENT 

Tms AGREEMENT made as of the 29th day of June, 2007. 

BETWEEN: 

WHEREAS: 

THE MANUFACfURERS LIFE INSURANCE COMPANY, a 
life insurance company established under the laws of Canada 

("Manulife") 

• and-

PACIFIC & WESTERN BANK OF CANADA, a chartered bank 
established under the laws of Canada 

("P&W") 

- and-

BANK OF MONTREAL, a chartered bank established under the 
laws of Canada 

("BMO") 

-and-

FIVE NATIONS ENERGY INC., a corporation incorporated 
under the laws of Canada 

(the "Debtor") 

1. Pursuant to separate general security agreements (collectively the "Security 
Agreements" and individually a "Security Agreemenf') between (a) the Debtor, Manulife and 
P&W (Manulife and P&W being collectively referred to herein as the "Project Finance 
Group"), and (b) the Debtor and BMO (the Project Finance Group and BMO being collectively 
referred to herein as the "Secured Parties"), the Debtor has granted to each such Secured Party 
security in all of the personal property of the Debtor (such Security Agreements and any other 
security so given in addition to or in substitution for the whole or any part of such Security 
Agreements being collectively referred to as the "Security"); 

2. The Project Finance Group has agreed to share the Security pari passu with Bank of 
Montreal with respect to indebtedness of the Debtor to Bank of Montreal in an amount not to 
exceed Cdn.SSOO,OOO; 

FflSD-I069 
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3. The parties consider that it is desirable to establish and agree as to the equal ranking of 
the Security and, subject to the immediately preceding proviso, the respective indebtedness 
secured thereby; 

NOW THEREFORE TmS AGREEMENT WITNESSES that. in consideration of the 
premises and the sum of SI.00 of lawful money of Canada and other good and valuable 
consideration now paid by each of the parties hereto to the other (the receipt and sufficiency of 
which are hereby acknowledged by each such party), it is hereby declared and agreed by the 
parties hereto as follows: 

1. The Secured Parties hereby agree with each other and hereby declare that, subject to the 
provisions hereof, the Security and all indebtedness secured thereby or by any portion thereof 
shall. in all respects, rank pari passu, equally and ratably among the Secured Parties, to the effect 
that all funds received by any Secured Party from the Debtor and all proceeds of realization of 
any of the Security shall be distributed between the Secured Parties on a pro rata basis, based 
upon the respective amounts owing to them by the Debtor; provided, however, that to the extent 
that the Debtor's indebtedness to Bank of Montreal ay any time exceeds Cdn.SSOO,OOO, the 
Security in favour of the Project Finance Group shall rank in priority to the Security in favour of 
Bank of Montreal for any indebtedness of the Debtor to Bank of Montreal in excess of such 
amount. 

2. The equal ranking of the Security and all indebtedness secured thereby set out in section 
1 and all other rights established, altered or specified herein shall: 

(a) subject always to section 3, be applicable irrespective of: 

(i) the time or order of the grant, creation, execution, delivery. attachment or 
perfection of, the method of perfecting, the time or order of registration of 
filing financing statements or taking possession, records of mortgages or 
other instruments, assignments or agreements; 

(ii) the giving of or failure to give notice of the acquiring of any charge, lien 
or security interest or the date or dates of any loan or advance or advances 
by a Secured Party to the Debtor; and 

(iii) the date or dates of any default by the Debtor under the Security or the 
date of crystallization of any floating charge referred to therein or the 
taking of any enforcement proceedings including possession with respect 
to such security; and 

(b) extend to all proceeds in any fonn derived, arising or resulting from any 
realization of the Security, including all proceeds of insurance policies covering 
assets of the Debtor subject to the Security. 

3. Nothing herein contained shall be construed as entitling any of the Secured Parties to 
receive any proceeds of realization of any of the property or assets of the Debtor in respect of 
which it does not have any security, or in respect of which its security is invalid, unperfected, 
subordinate or unenforceable as against third parties. If any person, other than a Secured Party. 

F#S().1069 
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shall have a claim (an "IDtervening Claim") to all or any portion of the collateral subject to the 
Security, or to any proceeds of such collateral, in priority to or on a parity with one or more of 
the Secured Parties (collectively, the "Junior Secured Parties") but not in priority to or on a 
parity with the other Secured Parties (collectively, the "Senior Seeured Parties"), then this 
agreement shall not apply so as to diminish the rights (as such rights would have been but for the 
Intervening Claim) of the Senior Secured Parties to such collateral or such proceeds of 
realization. In particular, the provisions of section 1 shall be applied to require payment 
hereunder by the Senior Secured Parties out of any proceeds of realization received by them to 
the Junior Secured Parties only to the extent that such payment would have been required to be 
made pursuant to section 1 in the event that there had been no Intervening Claim and that the 
amount of such Intervening Claim (or such portion thereof as the Junior Secured Parties 
collectively would have, in the absence of such Intervening Claim, been collectively entitled to 
receive) was received by the Junior Secured Parties, as proceeds of realization of the Security, 
pro rata in proportion to their respective indebtedness. Nothing contained in this agreement 
shall be construed as conferring any rights upon the Debtor, or upon any person not a party to 
this agreement. 

4. Nothing herein shall prevent the Debtor from making any payments of principal or 
interest to any Secured Party with respect to the indebtedness secured by the Security until: 

(a) the bankruptcy, liquidation or winding-up of the Debtor or other distribution of its 
property and assets for the purpose of winding up its affairs; or 

(b) a Secured Party shall have commenced to enforce any of the Security. 

5. Each of the Secured Parties agrees to co-operate fully with the other Secured Parties in 
connection with any enforcement or realization of the Security. 

6. The Debtor agrees with the provisions hereof and further agrees with the Secured Parties 
and each of them that so long as the Security is outstanding and secures the indebtedness and 
other obligations of the Debtor to any of the Secured Parties the Debtor will stand possessed of 
its assets thereby mortgaged, charged or assigned for the parties hereto in accordance with the 
terms herein set out. 

7. Any demand, notice or other communication in connection with this agreement shall be 
in writing and shall be personally delivered to an officer or other responsible employee of the 
addressee, mailed by registered mail or sent by telex, telefacsimile or other direct written 
electronic means, charges prepaid, at or to the address, telex number or telefacsimile number of 
the party set out opposite its name below or to such other address or addresses, telex or 
telefacsimile number or numbers as either party may from time to time designate to the other 
party in such manner. 

FtlSlJ..IfJ69 
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Ogilvy Renault LLP 
Suite 3800, Royal Bank Plaza, South Tower 
200 Bay Street 
P.O. Box 84 
Toronto, Ontario 
M5J2Z4 

Attention: Valerie Helbronner 
telecopier no. (416) 216-3930 

Any communication which is personally delivered as aforesaid shall be deemed to have been 
validly and effectively given on the date of such delivery if such date is a business day and such 
delivery was made during normal business hours of the recipient; otherwise, it shall be deemed 
to have been validly and effectively given on the business day next following such date of 
delivery. Any communication which is mailed as aforesaid shall be deemed to have been validly 
and effectively given on the fifth business day following the date of mailing, provided that, in the 
event of an interruption in postal service before such fifth business day, such communication 
shall be given by one of the other means. Any communication which is transmitted by telex, 
telefacsimile or other direct written electronic means as aforesaid shall be deemed to have been 
validly and effectively given on the date of transmission if such date is a business day and such 
transmission was made during normal business hours of the recipient; otherwise, it shall be 
deemed to have been validly and effectively given on the business day next following such date 
of transmission. 

8. From time to time each of the parties hereto, at the request of any other, shall execute and 
deliver such additional documents and other assurances as may be reasonably required 
effectually to carry out the intent of this agreement. 

9. In the event that any provision or any part of any provision hereof is deemed to be invalid 
by reason of the operation of any law or by reason of the interpretation placed thereon by a court, 
this agreement shall be construed as not containing such provision or such part of such provision 
and the invalidity of such provision or such part shall not affect the validity of any other 
provision or the remainder of such provision hereof, and all other provisions hereof which are 
otherwise lawful and valid shall remain in full force and effect. 

10. This agreement may be executed in any number of counterparts, each of which when so 
executed shall be deemed to be an original. 

11. This agreement and all documents delivered pursuant thereto shall be governed by and 
construed in accordance with the laws of the Province of Ontario. 

12. This agreement shall enure to the benefit of and be binding upon the parties hereto and 
their respective successors and assigns. A Secured Party shall not assign or transfer any of its 
rights in or under the Security held by such Secured Party or the indebtedness secured thereby, 
except to a transferee who has previously agreed with the Secured Party in writing to be bound 
by the provisions of this agreement. 

Ffl.S()'llJ6' Pari PrlUIl PrlorllJl Agreement 
ExecllllDn Cop)' 
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IN WITNESS WHEREOF this agreement has been executed by the parties hereto as of the datc 
first above written. 

FWSfJ..l069 

BANK OF MONTREAL 

By: V:o-eA :-Janna 0: F. Cook f Branch Manager By: ______________ __ 

THE MANUFACTURERS UFE INSURANCE COMPANY 

By: ______________ __ 

By: ______________ __ 

PACIFIC & WESTERN BANK OF CANADA 

By: ______________ __ 

By: ______________ __ 

FIVE NATIONS ENERGY INC. 

By: ______________ __ 

PIIri hull PrlDr/Iy A,N!ement 
EuClltlim Copy 
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IN WITNESS WHEREOF this agreement has been executed by the parties hereto as of the date 
first above written. 

BANK OF MONTREAL 

By: ________________ __ 

By: ________________ __ 

THE MANU~URERS LIFE INSURANCE COMPANY 

~ 
.... 

f' 

• laurie Harding 
?oYP.CON Private Placements 

By: .0 Patrick Yuk 
7~ Director, CON Private Placemen18 

PACIFIC & WESTERN BANK OF CANADA 

By: ______________ ____ 

By: _______ _ 

FIVE NATIONS ENERGY INC. 

By: ________________ __ 

FWS()"1069 
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IN WITNESS WHEREOF this agreement has been executed by the parties hereto as of the date 
first above written. 

BANK OF MONTREAL 

By: ______________ _ 

By: ______________ __ 

THE ~URERS LIFE INSURANCE COMPANY 

.~ ~~ lBu~.Harding 
~VP' CON Private Piacemenls 

By: . -' Patrick Yuk 7 Director, CON Private PIacemen18 

PACIFIC" WESTERN BANK OF CANADA 

By: ___________ _ 

By: ________________ __ 

FIVE NATIONS ENERGY INC. 

By: _________ _ 

Pan Ptluu PrIority AgrrmtMI 
E#ClltID" 0Ipy 
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IN WITNESS WHEREOF this agreement has been executed by the parties hereto as of the date 
first above written. 

F#S(}.1069 

BANK OF MONTREAL 

By: _______ _ 

By: _______ _ 

TIlE MANUFACTURERS LIFE INSURANCE COMPANY 

By: _______ _ 

By: _______ _ 

PACIFIC & WESTERN BANK OF CANADA # /1 ~ DIIVIcI Thoms By: ~ II '-""L- Acccud Manager 

~ JailaM. By: ~ ..... VIo.Prllltlll.anIL •• 

FIVE NATIONS ENERGY INC. 

By: _______ _ 

Pari Pas,,, Priority Agretmtnt 
Execution COP] 
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IN WITNESS WHEREOF this agreement has been executed by the parties hereto as of the date 
first above written. 

FN5fJ..J069 

BANK OF MONTREAL 

By: ________________ __ 

By: ______________ __ 

THE MANUFACTURERS LIFE INSURANCE COMPANY 

By: ______________ __ 

By: ----------------
PACIFIC & WESTERN BANK OF CANADA 

By: ______________ __ 

By: ______________ __ 

FIVE J:=S ENERGY INC. 

By: ~- e 
./' 

Pllri PasSIl Prlo,ity A,rum.", 
EuCllti." Ct1py 
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IN WITNESS WHEREOF this agreement has been executed by the parties hereto as of the date 
first above written. 

FtlSO-J069 

BANK OF MONTREAL 

By: _______ _ 

By: __________ _ 

THE MANUFACTURERS LIFE INSURANCE COMPANY 

By: _____________ __ 

By: _________ _ 

PACIFIC & WESTERN BANK OF CANADA 

By: _______ _ 

By: _____________ __ 

FIVE NATIONS ENERGY INC. 

Pari hUll PriO,.ity Agrument 
Execution Cop)' 



THIS AGREEMENT is made as of the 15th day of October, 1999. 

BET WEE N: 

NORTHERN ONTARlO HERITAGE FUND 
CORPORATION, a corporation established under 
the Nonhem Ontario Herirage Fund Act, R.S. O. 
1990, CN.5 
(herein called "NOHFC") 

OF THE FIRST PART 

- and -

FIVE NATIONS ENERGY INC .. 
a corporation incorporated under the laws of Canada, 
(herein called the "Borrower") 

OF THE SECOND PART 

BACKGROUND RECITALS: 

1. The Borrower is a federally incorporated non-share capital corporation formed by a 
consortium of First Nations on James Bay in Ontario. 

i The Borrower has undertaken a $56.4 Million project for the construction of a 
hydroelectric transmission line to extend the provincial electrical grid into the communities of 
Fort Albany. Kaschechewan and Attawapiskat (the "Project"). 

3. The Borrower has requested from NOHFC financial support to cover the interest and 
re-lated fin;;ncing costs of bridge financing during the construction phase of the Project. 

4. NOHFC has agreed to provide a repayable term loan to the Borrower on the terms 
more particularly described in this Agreement in order to assist the Borrower with the 
financing of the Project. 

ARTICLE 1 
INTERPRETATION OF AGREEMENT 

1.1 Definitions. The following terms shall have the meanings ascribed to them below, 
unless there is something in the context inconsistent therewith: 

II Act" means Freedom of Information and Protection of Privacy Act. R.S. O. 1990, as 
amended, modified or re-enacted from time to time. 

"Advance" means any advance of funds by NOHFC on account of the Loan. 
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"Aereement" means this agreement, including all of the Schedules hereto, and all 
amendments made hereto in accordance with the provisions hereof. 

"Business Dav" means any day on which chartered banks generally are open for 
business in the Province of Ontario. 

"Contractor" means SNC Lavalin Inc. 

"Control" (including with correlative meanings the terms "Controlled by" and "under 
common Control with It) means the power to direct or cause the direction of the 
management and policies of any Person. whether through the ownership of voting 
shares or otherwise. 

"E1i£rible Project EXDenditures" means bridge financing interest costs and related costs 
and expenses and professional fees directly related to obtaining the financing, up to a 
maximum amount of $4,900,000.00. 

"Event of Default" means any of the events specified in Section 10.1 of this 
Agreement, provided that any requirement or condition of such event has been satisfied 
for the giving of notice, the lapse of time, andlor the happening of any further 
conditions, events or acts. 

"Financial Statements II means the audited annual financial statements of the Borrower 
signed by a director of the Borrower consisting of a balance sheet and statement of 
income, retained earnine:s and chanlZes in financial condition for a Fiscal Year, tOlZether 

~ - -
with the notes thereto, all prepared in accordance with Generally Accepted Accounting 
Principles consistently applied, together with a report of the Borrower's auditors 
thereon. 

"Fiscal Year" means the accounting year of the Borrower which currently ends on 
March 31 

"Generally Accepted Accountin£r Principles" means Canadian generally accepted 
accounting principles as adopted by the Canadian Institute of Chartered Accountants, or 
any successor institute, applicable as at the date on which such calculation is made or 
required to be made in accordance with generally acc~pted accounting principles. 

"Grid Note" means the note to be delivered by the Borrower to NOHFC in the form of ~­
Schedule It C" . 

"INAC fl means Indian and Nonhern Affairs Canada. 

"Inter-Creditor Ae:reement"means an agreement between NOHFC, the Borrower and 
the Borrower's other enders pursuant t~ which NOHFC will agree to postpone and 
subordinate its interests to that of the Borrower's other lenders, except INAC. 
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"Loan" means the loan in the principal amount of up to $4,900,000.00 to be advanced 
by and repaid to NOHFC in the manner provided in this Agreement. 

"OHNC" means Ontario Hydro Networks Company Inc. 

"Person" means any individual, company, corporation, partnership, firm, trust, sole 
proprietorship, governmental agency or authority or other entity howsoever designated 
or constituted, or any group of the foregoing, acting in concert; 

"Plans and Specifications" means the plans and specifications relating to the 
construction of the Project, as the same may be amended from time to time. 

Prime Rate" means at any time the prime lending rate of interest expressed as a rate per 
annum which the Bank of Montreal establishes at its head office in Toronto Ontario as 
the reference rate of i!1tere:;t it will charge at such time for demand loans in Canadian 
dollars to Canadian customers and which it refers to as its "Prime Rate". 

"Project" means the construction of a hydro electric transmission line to extend the 
provincial electrical grid from the Town of Moosonee into the communities of Fort 
Albany, Kashechewan and Attawapisikat. 

"Pro~ect Financing:" means the financing for the Project as more particularly set out in 
Article 2.2 of this Agreement. 

"Term" means the period commencing on the date of this Agreement and ending on the 
twelfth anniversary of the date of the first Advance if repayment in full of principal and 
interest outstandin$ in respect of the Loan has been made. 

1.2 The division of this Agreement into articles, sections, clauses, paragraphs and the 
insertion of headings are for the convenience of reference only and shall not affect the 
construction or interpretation of this Agreement. 

1.3 The words "herein", "hereof" and "hereunder" and other words of similar import refer 
to this Agreement as a whole and not to any particular Article, section, paragraph or other 
subdivision of this Agreement. 

1.4 Any reference to currency is to Canadian currency and any amount advanced, paid or 
calculated is to be advanced, paid or calculated in Canadian currency. 

1.5 Any reference to a statute is to such statute and to the regulations made pursuant to 
such statute as such statute and regulations may at any time be amended or modified and in 
effect and to any statute or regulations that may be passed that have the effect of supplementing 
or superseding such statute or regulations. 
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1.6 Persons are not dealing "at arm's length" with one another if they would not be dealing 
at arm's length with one another for purposes of the Income Tax Act (Canada). 

1.7 Words importing the masculine gender include the feminine or neuter gender and words 
in the singular include the plural, and vice versa. '..: :" .,,1" 

. ,~,.., 

1.8 All references to Schedules refer to Schedules of this AgreeIllent which are part of and 
form an integral part of this Agreement. . 

The Schedules of this Agreement are: 

Schedule "A" 
Schedule "B" 
Schedule tiC" 

Officer's Certificate 
Certificate of Expenditure 
Form of Grid Note 

ARTICLE 2 
PROJECT 

2.1 Proiect. The Borrower shall complete the Project substantially in accordance with the 
estimated budget categories and in the dollar amounts as set out below, which may be amended 

....... or modified from time to time with NOHFC approval: 

Construction 
Turnkey Contract 

Bridge Financing 
Interest Costs 

Other Costs - engineering, 
Soil samples 

Total 

$48,100,000.00 

$ 5,300,000.00 

:5 4,800,000.00 

$58,200,000.00 

2.2 Project Financimt. The Borrower agrees that fmancing for completion of the Project 
has been arranged as follows: . 

Chartered Bank Financing 

SNC Lavalin Inc. or a Bank 
Loan guaranteed by SNC Lavalin Inc. 
NOHFC Loan 
OHNC (by purchasing or 
paying for a part of the Project) 

$ 26,600,000.00 (based on INAC 
commitment) 

$ 2,500,000.00 
$ 4,900,000.00 

$ 10,900,000.00 
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INAC 

Total 

$ 13,300,000.00 (based on advances 
and payments during construction) 

$ 58,200,000.00 

2.3 If the Borrower obtains or receive~ any additional funding for the Project from a 
government source (other than the contributions referred to in subparagraph 2.2 above), 
NOHFC may in its sole and absolute discretion reduce the amount of the loan accordingly, and 
any calculation, determination or decision made by the NOHFC in this regard will be tinal and 
binding upon the Borrower. This subparagraph is intended to ensure that there is no 
duplication in funding and th:lt the expenditures proposed in the budget for the Project are 
adhered to and are not augmented with'additional public funding. 

ARTICLE 3 
CONCESSIONAL LOAN 

3.1 Concessional Loan. Subject to the tenns of this Agreement, NOHFC shall lend to the 
Borrower the principal amount of up to Four Million, Nine hundred Thousand dollars 
($4,900,000.00) which principal, except as hereinafter provided, shall bear interest at the rate per 
annum equal to the Prime Rate in effect on the date of the advance plus 2%. 

3.2 Interest. Interest shall be calculated daily and'shall become due and payable in 
annual installments commencing on the first anniversary of the first Advance of the Loan until 
payment in full, both before and after default and judgement, with interest on overdue interest. 

Provided however, unless and until default under this Agreement has occurred interest at the 
aforesaid rate shall not accrue or be payable by the Borrower on the Loan. 

3.3 RelJavment of Principal. Payments on account of principal in the following amounts 
shall be due and be paid in five annual installments as follows: 

October 15,2006 
October 15,2007 
October 15, 2008 
October 15, 2009 
October 15,2010 

TOTAL 

$245,000.00 
$245,000.00 
$245,000.00 
$245,000.00 
$3,920,000.00 

$4,900,000.00 

The remaining outstanding principal of the Loan and accrued interest (if any) and all other 
monies shall be due and payable on October 15, 20 10. 
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\...; 3.4 Advances. The Borrower may request and receive Advances in accordance with 
Article 5. 

3.5 Preo3.vment. Subject to the terms of this Agreement, the Borrower may, at any time 
and from time to time prepay. without penalty, the Loan, provided that such prepayment. may 
only be for the full amount of the Loan, together with all accrued and unpaid interest thereon, 
if any, to the date of such prepayment. 

ARTICLE 4 
SECURITY 

4.1 Grid Note. The Borrower shall, prior to the first Advance, deliver to NOHFC a 
Grid Note substantially in the form of Schedule 1/ C" . 

. ARTICLE 5 
DISBURSEMENT OF LOAN 

5.1 Conditions of First Advance. The obligation of NOHFC to make the first Advance 
is conditional upon prior compliance with each of the following conditions precedent to the 
satisfaction of NOHFC, which conditions precedent are for the exclusive benefit of NOHFC 
and may only be waived by NOHFC in writing, and are as follows: 

(a) Insurance. The Borrower shalf have delivered certified copies of policies or a 
certificate of insurance satisfactory to NOHFC evidencing insurance coverage which 
the Borrower or the party constructing the Project is required to maintain pursuant to 
S.;)ction 8.7 of this Agreement. 

(b) Opinion of Counsel for the Borrower. NOHFC shall have received a favourable 
legal opinion from counsel for the Borrower in a form satisfactory to NOHFC, 
confirming: 

(i) the corporate status of the Borrower and its power and authority to enter 
into this Agreement; 

(ii) the authorization, delivery, enforceability and binding nature of this 
Agreement upon the Borrower; ~nd, 

(iii) such other matters as NOHFC may stipulate. 

(c) Officer's Certificate. The Borrower shall provide an officer's certificate in the form 
Of Schedule II A" attached hereto. 

(d) Plans. Specifications. The Borrower shall furnish to NOHFC, plans, specifications 
and proposed contracts for the construction of the Project which are satisfactory to 
NOHFC. 
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Priority of Repavment. The Borrower shall have provided evidence satisfactory to 
NOHFC from INAC that repayment to NOHFC of the Loan herein shall be made 
prior to any repayment to INAC of any of its loans made to the Borrower in 
connection with INAC's financing of the Project. 

Project FinancinS!. The Borrower shall have provided evidence satisfactory to 
NOHFC acting reasonably that the Borrower has obtained binding commitments for 
Project Financing accepted by the Borrower. 

- \ 'Undertaking. The Borrower shall deliver a formal undertaking which will be 
binding on all its successors and assigns to support Ontario Energy Board approval 
of an electricity transmission and distribution rate structure that will result in all 
provincially funded organizations, agencies, boards and commissions paying the 
same rate as the rate charged to federal departments, agencies and organizations 

1 

having regard to their respective financial contributions to the Project. 

5.2 Conditions to All Advances. On or before any Advance, the following conditions 
shall be met or complied with to the satisfaction of NOHFC: 

(a) Qfficer's Certificate. The Borrower shall provide an officer's certificate in the form 
of Schedule "A" attached hereto. 

(b) Accountin~ Evidence. The Borrower shall have provided satisfactory evidence to 
NOHFC that the Borrower has incurred and paid expenses on account of the Eligible 
Project Expenditures in the cumulative amount of 100 % of the requested Advances, 
which evidence shall include the following: 

0) a certificate of the Borrower setting out in detail all incurred and paid 
Eligible Project Expenditures in the form of the attached Schedule loB"; and 

(ii) in the event that the Borrower submits a request for Advance in respect of 
Eligible Project Expenditures incurred and paid to non ann's length 
suppliers, the Borrower shall provide the certificate of the Borrower 
described in s.5.2 (b) (i) above together with a certificate of the external 
auditor of the Borrower confirming the fair market value of the Eligible 
Project Costs paid to Persons with whom the Borrower does not deal at 
atm's length; and 

(iii) at NOHFC's option, invoices may also be required. 

(c) No Event of Default. No Event of Default shall have occurred and be continuing, 
nor shall the Advance result in the occurrence of any EV,ent of Default. 

(d) No Material Adverse Change. NOHFC reserves the right to withhold disbursements 
if a material adverse change has occurred in the business or affairs of the Borrower 
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which impairs the ability of the Borrower to perform the terms and conditions of this 
Agreement. 

Overruns. If the Borrower has incurred a cost overrun for the Project, the Borrower 
shall have provided evidence satisfactory to NOHFC acting reasonably that it has 
arranged additional financing to pay for any such cost. 

Disbursement of Loan. 

It is the intention of the parties that the Loan shaHjJec:iisbl:lr§eci1;>yJ'IQHEC to the \ "') 
Borrower after the Borrower has incurred andpaid Eligible Project E~p~ngjt.IJ.r~s, ' 
and each dollar of Efi"gibie Projec't Expenditures incurred and paid by the Borrower, 
shall entitle it to receive a dollar of the Loan; 

At any time, and from time to time, after the execution of this Agreement, the 
Borrower may by notice in writing to NOHFC request that an Advance be made; 
provided, that a request for an Advance shall be made no more frequently than 
monthly. NOHFC reserves the right to cancel any portion of the maximum Loan 
amount not disbursed by December 31,2002. 

ARTICLE 6 
REPORTING 

6.1 Project Certificate. When the project is completed and in any event no later than 
December 31, 2002, the Borrower will provide NOHFC with a final report on the Project, in a 
form satisfactory to NOHFC and containing at least: 

(a) a description of the work carried out and the results achieved; 

(b) a certificate from the Contractor attesting that the Project has been completed in a 
good and workmanlike manner and that the costs incurred are fair and accurate; 

(c) a financial statement detailing the Eligible Project Expenditures incurred and paid by 
the Borrower during the course of the Project and how the loan and money from 
other funding sources was used, certified to be true and accurate by the Borrower's 
Chief Executive Officer; 

(d) a description of actual and potential economic benefits to Northern Ontario resulting 
from the Project, including the number of jobs created or planned in connection with 
the operation of the Project; and 

(e) any other information reasonably required by NOHFC. 
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6.2 Financial Reports. The Borrower shall furnish to NOHFC within 120 days after the 
end of each Fiscal Year, commencing with the Fiscal Year ending after the date oI the first 
Advance audited Financial Statements for the Fiscal Year then ended. 

6.3 Auditor's Certificate. The Borrower shall furnish to NOHFC on or before March 
31, 2003, a certificate of an independent accountant certifying that the costs and expenses 
claimed by the Borrower and paid from the Loan funds are proper Eligible Project 
Expenditures pursuant to this Agreement and were paid by the Borrower. 

ARTICLE 7 
REPRESENTATIONS AND WARRANTIES 

The Borrower represents and warrants to and in favour of NOHFC as of the date of 
this Agreemel1t, as fellows: 

7.1 Information. The information supplied by the Borrower in connection with its 
application for the Loan is true, complete and accurate, and the Borrower recognizes that 
NOHFC has relied upon the truth, authenticity, completeness and accuracy of the information 
in entering into this Agreement. . 

7.2 Litig:ation. There are no criminal or civil charges outstanding against the Borrower. 
There are no actions, suits or proceedings pending or, to the knowledge of the BorrO'vver. 
threatened, which affect the Project or may impair the ability of the Borrower to perform its 
obligations under this Agreement. 

7.3 Cerporate Status. The Borrower is a corporation incorporated under the laws of 
Canada, and has the corporate power and authority to carry on its business as presently carried 
on, to hold property, and to enter into this Agreement. The execution, delivery and 
performance of this Agreement have been or will be duly and validly authorized by all 
necessary corporate action of the Borrower, and when executed and delivered will constitute 
legal, valid and binding obligations of the Borrower enforceable in accordance with their 
respective terms subject to applicable bankruptcy) insolvency, moratorium, reorganization, 
personal property security, and other laws of general application affecting the rights of 
creditors, to general principles of equity, and to the fact that specific performance is an 
equitable remedy available only in the discretion of the court. 

7.4 Use of Proceeds. The proceeds of the Project Financing will be used by the 
Borrower exclusively to pay the costs of the Project. The proceeds of the Loan shall be used 
by the Borrower exclusively to reimburse itself for the Eligible Project Expenditures or the 
reduction of debt incurred therefor. 

7.5 Environment Compliance. 

(i) The Borrower is in compliance with all applicable Canadian. provincial (including 
but not limited to the Environmental Protection Act (Ontario) and the Ontario Water 
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Resources Act) and local laws, rules, orders and regulations governing any 
hazardous substance, gas or liquid or any other substance, gas or liquid which is 
prohibited, controlled or regulated under such laws, rules, orders or regulations; and 

the Project is free 

(A) from contamination by, and there has not been thereon a release, discharge 
or emission or threat of a release, discharge or emission of, any hazardous 
substance, gas or liquid or any other substance, gas or liquid which is 
prohibited, controlled or regulated under 'such laws, rules, orders or 
regulations or which poses a threat or nuisance to safety, health or the 
environment; and 

(B) of underground storage tanks, land fills, land disposals and dumps. 

7.6 Full Disclosure. There is no fact which the Borrower has not disclosed in writing to 
NOHFC which materially adversely affects or, so far as the Borrower can now reasonably 
foresee, will materially adversely affect the Project or the Project or the ability of the Borrower 
to perform its obligations under this Agreement. 

ARTICLE 8 
BORROWER! S COVENANTS 

~ 8.1 Pavment. Subject to the provisions of this Agreement, the Borrower shall punctually 
pay the principal of, and interest (if any) on, the Loan, and all other sums falling due 
hereunder on the dates and in the marmer specified herein. 

8.2 Completion. The Borrower shan cause the Project to be completed in a good and 
workmanlike manner! i!1 accor~ance with good C"onstruction and engineering practices and in 
accordance with all governmeptallaws, regulations and authorizations with respect to the 
Project, on or before December 31, 2002. The Borrower immediately shall notify NOHFC of 
any material interruption of construction of the Project. The Borrower shall immediately 
notify NOHFC of any increase in the cost of the Project, if the total cost of the Project is 
increased so that .the cost of the Project exceeds the total of the Project Financing. 

8.3 Application of Proceeds. Immediately upon receipt thereof, the Borrower shall 
apply the Project Financing to the Project or to the reduction of debt incurred therefor. The 
Borrower shall apply all Advances of the Loan to reimburse itself for the Erigi,ble Project 
Expenditures or the reduction of debt incurred therefor. 

8.4 Access to Information. 

(a) The Borrower shall provide NOHFC with any information ~t requires for the 
monitoring of the Project and shall allow NOHFC and its authorized representatives 
and agents access to the Project and to such of its financial records and employment 
records as are relevant to confirm the Borrower's performance of its obligations 
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under this Agreement. Any inspection of the Project or access for inspection of 
records shall be during the Borrower's normal office hours. Access will be provided 
to NOHFC as often as it may reasonably request. 

Subject to the Act all information pertaining to the Loan and the Borrower's 
obligations under this Agreement, is public information and may' be released to third 
parties upon request. 

Notwithstanding any copyright or other intellectual property rights of the Borrower, 
the Borrower consents to the use of all reports and other information provided to 
NOHFC under this Agreement as follows: 

(i) NOHFC may provide copies of the information to other government 
institutions and in particular the Ministry of Northern Development and 
:Mines; 

(ii) NOHFC or other government institutions may make the information 
available to the public either directly or through third parties by publication 

(iii) 

and sale for a reasonable fee; . 

the technical information contained in the reports shall be in the public 
domain and may be used for profit or otherwise by NOHFC. other 
government institutions, and members of the public including businesses. 

Environment. 

The 'Borrower shall be at all times in compliance with all applicable Canad~an" 
provincial (including but not limited to the Environmental Protection Act (Ontario) 
and the. Ontario Water Resources Act) and local laws, rules. orders and regulations 
governing any hazardous 'substance, gas or liquid or any other substance. gas or 
liquid which is prohibited, controlled or regulated under such laws, rules. orders or 
regulations; and . 

the Borrower shall ensure that the Project is free 

(A) from contamination by a release, discharge or emission of any hazardous 
substance, gas or liquid whkh is prohibited, controlled or regulated under 
such laws, rules, orders or regulations or which poses a threat or nuisance 
to safety, health or the environment; and 

(B) of underground storage tanks, land fills, land disposals and dumps. 

8.6 Compliance with Laws, etc. The Borrower shall comply .with all applicable laws. 
regulations and orders and duly observe all requirements of governmental authorities. and all 
statutes and regulations which could affect the Project, or its business or assets or credit or 
employees or public. 

• 
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8.7 Insurance. 

(a) The Borrower shall ensure that any professionals or other contractors retained to 
carry out the Project or any part of the Project shall have in place adequate insurance 
that is appropria~e to the Project risks, including professional liability insurance for 
any professional services that may be involved. 

(b) The Borrower shall arrange for and keep current, or during construction of the 
Project have the Contractor arrange for and keep current, the following insurance 
coverages: 

(i) All Risk Builders Risk (Course of Construction) subject to the full value at 
risk which shall include NOHFC as a Loss Payee as its interest may appear; 

(ii) Wrap-up Liability. insurance on a per occurrence bas is covering the 
Borrower. all the contractors/sub-contractors and everyone on the Project, 
subject to limits of no less than ten million dollars ($10,000,000) per loss 
that: 

(A) names as additional insureds. NOHFC, its officers. agents and 
employees as its interest may appear; 

(B) includes a cross liability clause endorsement; and 

(C) includes a contractual liability endorsement; 

(iii) comprehensive general liabillty insurance, subject to limits not less than ten 
million dollars ($10,000,000) per occurrence, that: 

(A) protects the Borrower from all claims, demands, actions, causes of 
action that may be taken or made against it or any of them for any 
loss of or damage or injury to property, any bodily injury including 
personal injury, for any death, of any nature or kind whatsoever, 
including completed operations or products that may arise through 
any act or omission or both of the Borrower in respect of the 
performance of this Agreement; 

(B) names as additional insureds, NOHFC, its officers, agents and 
employees as its interest may appear; 

(C) includes a cross liability clause endorsement; and 

(D) includes a contractual liability endors~ment. 

8.8 Licences, Contracts. etc. The Borrower shall observe and perfonn all of its 
obligations and all matlers and things necessary or expedient to be done, observed or 
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performed under or by virtue of any lease, operating agreement. licence, concession or any 
contract necessary for operation of the Project. 

8.9 Liti!::ration. The Borrower shall give to NOHFC notice of any criminal or civil 
charges filed against the Borrower together with notice, including reasonable particulars, of 
each action. suit or proceeding against the Borrower pending, or to the knowledge of the 
Borrower, threatened before any court or before any governmental'department, commission or 
agency. 

8.10 Performance of Covenants by NOHFC. If, from time to time, the Borrower shall 
fail to perform any of the covenants on its part contained herein, or in any security document 
delivered pursuant hereto. NOHFC may itself perform such covenant on behalf of the 
Borrower if it is capable of being performed by it (other than payment of the principal of, or 
the interest on the Loan) or. at its option. may expend such monies towards the performance of 

'such covenants on behalf of the Borrower as it may deem expedient in the cir:cumstances, but 
NOHFC shall be under no obligation to do so. No such performance, expenditure or advance 
by NOHFC shall be deemed to relieve the Borrower of any default hereunder. 

ARTICLE 9 
NEGATIVE COVEN ANTS 

9.1 The Borrower covenants and agrees that it shall not, without the prior written 
\." approval of NOHFC: 

(a) Disposition of Assets. Subject to the provisions of this Agreement, the Borrower 
shall not sell, assign, transfer, lease, remove or otherwise dispose of any of its 

'" "propenies and assets comprising the Project out of the ordinary course of business. 
provided however that the Borrower shall be entitled to sell the Moosonee substation 
and the transmission lines from Moosonee to Fort Albany. 

(b) Not to Consolidate. The Borrower shall not consolidate, amalgamate or merge with 
any Person. 

ARTICLE 10 
DEFAULT AND ENFORCEMENT 

10.1 Events of Default. Each and every one of the following events is an "Event of 
Default": 

(a) if default is made in the payment of any amount of principal or interest on the Loan 
when the same becomes due; 

(b) if default is made in the performance of or compliance with any term, or covenant 
contained in this Agreement to be performed or complied with by the Borrower; 
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if any representation or warranty made by the Borrower in this Agreement or any 
certificate delivered to NOHFC pursuant hereto shall be materially untrue in any 
respect; 

(d) if an order shall be made or an effective resolution passed for the winding up, or 
liquidation or dissolution of the Borrower or the Borrower is otherwise dissolved or 
ceases to carry on its operation; 

(e) if the Borrower becomes insolvent, bankrupt or a receiver or manager, court 
appointed or otherwise, is appointed for its assets; 

(f) if an encumbrancer shall take possession of the Project or any part thereof, which, in 
the opinion of NOHFC, is a substantial part thereof, or if a distress or execution or 
any similar process be levied or enforced against the Project and such distress or 
execution is not satis fied within thirty (30) days; 

(g) if the Borrower defaults in any payment of the principal of, or interest on, any 
Project Financing beyond any period of grace provided with respect thereto, and the 
effect of such default is to permit the holder of such obligation (or a trustee for such 
holder) to cause a material obligation to become due prior to its stated maturity; 

(h) if Project Financing, or any part thereof, becomes unavailable to the Borrower for 
any reason whatsoever and is not replaced within a reasonable period of time by 
other Project Financing provided to the Borrower on similar terms and conditions; 

(i) if a material adverse change occurs such that the viability of the Borrower as a going 
concern is threatem~d in the opinion of NOHFC, acting reasonably. 

10.2 NOHFC Mav Waive. NOHFC may, at any time, waive any default or Event of 
Default which may have occurred provided that no such waiver shan extend to, or be taken in 
any manner whatsoever to affect, any subsequent default or Event of Default or the right to 
remedies resulting therefrom, and that no such waiver shall be, or shall be deemed to 
constitute, a waiver of such default unless such waiver is in writing from NOHFC. 

10.3 Remedies. Notwithstanding any other rights which NOHFC may have under this 
Agreement and subject to the terms and conditions of the Inter~Creditor Agreement, if any 
Event of Default shall occur and be continuing. NOHFC shall have the following remedies 
provided that it has first given written notice of the Event of Default to the Borrower and the 
Borrower has failed to correct the Event of Default within 10 Business Days or such longer 
period of time as NOHFC may consent to in writing: 

(a) NOHFC may at its option immediately and without further notice to the Borrower 
declare its commitment to make the Loan tenninated and' ;1.l1 amounts of principal 
and interest (if any) then accrued on the Loan shall become immediately due and 
payable; 
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(b) NOHFC shall have no further obligation to make an Advance' and - . 
(c) the Borrower shall have no right to earn any further interest incentives referred to in 

Article 3 of this Agreement. 

lOA Other Remedies. In addition to the remedies described in Section 10.3 and subject 
to the terms and conditions of the Inter-Creditor Agreement, NOHFC may commence such 
legal action or proceedings as it, in its sole discretion, may deem expedient, without any 
additional notice under this Agreement. The rights and remedies of NOHFC hereunder are 
cumulative and in addition to, and not in substitution for, all other rights or remedies otherwise 
available to NOHFC. 

10.5 Costs of Collection. All reasonable costs and expenses of col1ection of all amounts 
owing hereunder shall be for the account of the Borrower and shall be added to the principal 

. a:rr.cunt of the Loan. 

10.6 Interest After Default. The Borrower expressly acknowledges that the interest rate 
for the Loan described herein shall continue to apply to any and all overdue amounts after an 
Event of Default until payment in full, during the course of any and all proceedings to collect 
such amounts, and such interest rate shall apply to and be exigible as additional damages in any 
award of damages made by a court of competent jurisdiction pursuant to any such action, all 
without the necessity of any further act or agreement or notification to the Borrower. 

ARTICLE 11 
MISCELLANEOUS 

1 L 1 Entire A!!reement. This Agreement, including all Schedules hereto and all 
documents contemplated hereby, constitutes the entire agreement between the parties with 
respect to the subject matter and supersedes all prior negotiations, undertakings, 
representations and understandings, including. without limitation, any term sheets. No 
agreement purporting to amend or modify this Agreement or any document or paper relating 
thereto or connected herewith is valid and binding unless it is in writing and signed and 
accepted in writing by NOHFC (or any successor thereof) or the Ministry of Northern 
Development and Mines. 

11.2 Agent. The parties agree that the Ministry of Northern Development and Mines may 
act as agent for NOHFC for the purpose of making Advances, determining compliance with the 
terms of the Agree.ment and amending the Agreement. 

11.3 Assianrnent. This Agreement, and all instruments delivered to NOHFC pursuant 
thereto, shall enure to the benefit of NOHFC and the Borrower, their respective successors and 
assigns, but ex.cept as specifically provided herein none of the foregoing nor the benefit thereof 
may be assigned by the Borrower. . 

11.4 Waiver. No failure or delay on the part of either party in exercising any right or 
privilege hereunder and no waiver as to any default or Event of Default shall operate as waiver 
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thereof unless made in writing and signed by the party affected. Any written waiver by either 
party will not preclude the further or other exercise by either party of any right, power or 
privilege hereunder or extend or apply to any further default. 

11.5 Indemnitv. The Borrower agrees that NOHFC shall not be liable for any injury or 
damage (including death) to the person or property of any officer, or employee or agent of the 
Project, or for any claim, demand, action or cause of action by any third party arising out of or 
in any way related to the Project or the operation of the Project, or in any way related to this 
Agreement, and the Borrower agrees to indemnify and save NOHFC harmless therefrom. 

11.6 Non-Allent. The Borrower and NOHFC agree and declare that nothing in this 
Agreement shall be construed as creating a partnership, joint venture, or agency relationship 
between the Borrower and NOHFC. 

11. 7 Time of Essence. In the perfonnance and observance of the tenns and conditions of '. 
this Agreement, time shall be of the essence. 

11.8 Effective Period. Unless othenvise agreed in writing, or specifically herein provided 
otherwise, this Agreement shall remain in full force and effect during the Tenn or until such 
time as the Borrower shall have fully performed its obligations to NOHFC hereunder. 

11.9 Severabilirv. Each provision of this Agreement is intended to be severable, If any 
provision hereof is illegal or invalid, such illegality or invalidity shall not affect the validity of 
the remainder hereof. 

11.10 Conflict. In the event of a conflict, discrepancy, difference or ambiguity in or 
between the provisions of this Agreement and the provisions of any of the documents 
constituting the Security, except as othenvise provided herein, the provisions of this Agreement 
shall expressly prevail and take precedence with respect to the subject matter herein. 

11.11 Further Assurances. Each party will at any time and from time to time, upon the 
request of the other party, execute and deliver such further documents and do such further acts 
and things as the other party may reasonably request in order to evidence, carry out and give 
full effect to the terms, conditions, intent and meaning of this Agreement. 

11.12 Survival of Representations and Warranties. All representations and warranties of 
the Borrower contained herein or in any certificate or other writing delivered in connection 
herewith will survive the transactions contemplated hereby and are material and have been' or 
will be relied upon by NOHFC notwithstanding any investigation made by or on behalf of 
NOHFC. For the purpose of the foregoing, all statements contained in any certificate or other 
writing delivered by or on behalf of the Borrower pursuant hereto or in connection with the 
transactions contemplated hereby shall be deemed to be representations and warranties of the 
Borrower contained herein. . 

11.13 Information and Acknowled2ement. 
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The Loan shall be acknowledged by the Borrower on all reports, press releases, 
public statements, and publications pertaining to the Project. Such statements shall 
not imply endorsement by NOHFC of any product or processes. The Borrower shall 
include in the said communications materials NOHFC's visual identifiers, such as its 
name and logo, if it is reasonably practical to do so and if NOHFC co-operates with 
the preparation of the said communications materials by providiTIg its visual 
identifiers in camera ready format and providing any other assistance that may be 
reasonably necessary. 

(b) The Borrower shall at its own expense install a Project sign and a Project plaque in a 
conspicuous and visually unobstructed location within the Project area. The 
installation of the Project sign and the Project plaque shall be carried out at such 
time and in such form, and according to such specifications, as may be prescribed by 
NOHFC. The Borrower shall maintain the Project sign and the Project plaque in 
good condition at the required location during .the T~rm. 

11.14 Counterparts. This Agreement may be executed in one or more counterparts each of 
which when so executed shall be deemed to be an original and such counterparts together shall 
constitute but one and the same instrument. 

11.15 Communications. Any demand, notice or communication to be made or given 
hereunder shall be in writing and may be made or given by personal delivery or mailed by first 
class registered mail, postage prepaid or by transmittal by facsimile, telecopy or other 
electronic means of communication addressed to the respective parties as follows: 

TO NOHFC: 

Northern Ontario Heritage Fund Corporation 
Roberta Bondar Place 
70 Foster Drive, Suite 200 
Sault Ste. Marie, ON P6A 6V8 
Attention: General Manager 
Facsimile No.: 

TO THE BORROWER: 
Five Nations Energy Inc. 
P. O. Box 370 
Moose Factory, ON POL lWO 
Attention: Ed Chilton, Project Coordinator 
Facsimile No.: (705) 658-4250 

With copies to: 

Power Budd 
Suite 7210, First Canadian Place 
P.O.Box 148 



Toronto, ON, M5X lC7 
Attention: Brenda Lehmann 
Facsimile No. (416) - 640-2777 

-and-

Bennett Jones 
Suite 3400, First Canadian Place 
P.O.Box 130 

- 18 -

Toronto, ON 
Attention: 
Facsimile No. 

David McIntyre 
(416) - 863-1716 

or to such other address or facsimile number or telecopy number as either parry may from time 
to time noti~/the other in accordance with this Section 11.15. Any demand, notice or 
communication made or given by personal delivery shall be conclusively deemed to have been 
given on the day of actual delivery thereof. Any demand, notice or communication made or 
given by facsimile or other electronic means of communication. if made or given at a time 
when it would be received by the recipient during its normal business hours on a Business Day, 
shall be deemed to be received at the time it is sent; otherwise, such electronic communication 
shall be deemed to be received on the fIrst Business Day following the transmittal thereof. 
Any demand, notice or communication mailed by registered mail shall be deemed to have been 

'-"~ received on the third Business Day following the day on which it was mailed. 

11.16 Governing Law. This Agreement and the rights of the parties hereto shall be 
governed in all respects by and construed in accordance with the laws of the Province of 
Ontario and the laws of Canada applicable therein and each party irrevocably "ttorns to the 
jurisdiction of the courts of the Province of Ontario. 

The parties hereby execute this Agreement as of the date first set out above. 

By: 

, ... ,', 
t"iI;' ' 

By: 

NORTHERN ONTARIO HERITAGE FUND 
CORPORATION 

_________________ c/s 

(authorized signing officer) 

ning officrr) /J .- it;:p~, 
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SCHEDULE" A If (Page 1 'of 2) 

OFFICER'S CERTIFICATE 

TO: Northern Ontario Heritage Fund Corporation 
Roberta Bondar Place 

FROM: 

RE: 

70 Foster Drive 
Suite 200 
Sault Ste. Marie, Ontario 
P6A 6V8 
Attention: General Manager 

Five Nations Energy Inc. ("Borrower") 

Agreement between NOHFC and Five Nations Energy Inc. 
dated the lSb day of ~ctober, 1999 (the "Agreement") 

Except as otherwise defined herein, all capitalized terms shall have the meanings given to 
them in the Agreement. . . 

I. , Chief Executive Officer of Five Nations Energy Inc. of Moose 
Factory, referred to as the "Borrower" in the Agreement having made such enquiries as I 
have deemed necessary for this certificate and hereby certify that to the best of my 
knowledge, information and belief: 

'·1. On and as of the date hereof, the Borrower has all licences and permits necessary to 
permit construction and operation of the Project. 

2. On and as of the date hereof, the Project is not destroyed or damaged in any 
material way which would prevent the Borrower from performing its obligations 
under the Agreement. 

3. On and as of the date hereof, all representations and warranties contained in Article 
7 of the Agr'eement are true and correct. 

4. On and as of the qate hereof, no Event of Default has occurred and is continuing. 

5. On and as of the date hereof, the Borrower has not incurred a cost overrun for the 
Project. 
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On and as of the date hereof, no control orders have been issued against the 
Borrower or the Project and are outstanding by the Ministry of the Environment or 
any other governmental authorities with respect to pollution control and other 
potential environment problems. 

7. On and as of the date hereof, no Ministry of Labour work orders have been issued 
and are outstanding against the Project, and the Borrower is in compliance with the 
Occupational Health and Safety Act, and regulations thereunder. 

8. On and as of the date hereof, the Borrower has complied with all provisions of the 
Construction Lien Act and no person is entitled to claim a lien under that Act. 

9. On and as of the date hereof, no material adverse change has occurred such that the 
viability of the Borrower as a going concern has been threatened. 

10. I certify that the Advance will be used in accordance with the Agreement. 

11. I certify that the infonnation provided herein is accurate and is being relied upon to 
advance funds in respect of the Loan. 

12. The Borrower hereby requests an Advance in the amount of $ 

IN W1TI'I'ESS WHEREOF the undersigned has hereunto set his hand and seal, this 
• day of ., •. 

Per: _________ c/s 
President 



TO: 

SCHEDULE liB" 

CERTIFICATE OF EXPENDITURE 
ADVANCE NUMBER 

Northern Ontario Heritage Fund Corporation 
Roberta Bondar Place 
70 Foster Drive 
Suite 200 
Sault Ste. Marie, Ontario 
P6A 6V8 
Attention: General Mana!Zer 

FROM: Five Nations Energy Inc. ("Borrower") 

RE: Agreement between NOHFC and Five Nations Energy Inc. 
dated the lSh day of October, 1999 (the "Agreement") 

Except as otherwise defined herein. all capitalized terms shall have the meanings given to 
them in the Agreement. 

1. CALCULATION OF ADVANCE: agrees that 
this certificate and attached summaries refer to expenditures in respect of Eligible 
Project Expenditures defined in the Agreement. 

ONTARIO ADVANCES 
( 100 % OF INVOICES) 

Description* 
of Eligible 

Prior 
Advances 

Advance 
for this 
Period 

Total 
Advances 

.i 

Remaining 
Budget 

Project Expenditures to Dare ' 
, "'" , 

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

*Attach Bank Statement, Construction Contract, Architect Of Engineer's Certificate as 
appropriate. 

2. , certifies the statements herein set out and in the 
attached summaries and invoices are true and accurate and relate to Eligible Project 
Expenditures which were incurred and paid to Persons with whom the Borrower is 
dealing at arm's length during the period commencing and end ing 

, and hereby requests from NOHFC an Advance upon the Loan as follows: 

AMOUNT OF THIS ADVANCE $-----------

Per -------------------~---------------
President 

Per -----------------------------------



GRID NOTE 

$4,900,000.00 (Canadian) 
February , 2000. 

\..,. FOR VALUE RECEIVED the undersigned promises to pay to or to the order of 

NORTHERN ONT ARlO HERITAGE FUND CORPORATION, as agent for Her Majesty the 

Queen in Right of the Province of Ontario, ("Ontario") the lessor of: 

(i) the principal sum of FOUR MILLION, NINE HUNDRED THOUSAND 

DOLLARS ($4,900,000.00) in lawful money of Canada on October 15,2010; and 

(ii) the unpaid principal balance of all advances made by Ontario to the undersigned 

as recorded by Ontario on the grid on the reverse hereof. 

In addition, the undersigrled promises to pay interest thereon from the date hereof, 

both before and after maturity, default and judgment and until actual payment, at the rate per 

annum equal to the Prime Rate in effect on the date of the first advance plus 2% calculated semi­

annually in arrears. Provided, however, unless and until default under the loan agreement dated 

October 15, 1999 (the "Loan Agreement") has occurred, interest at the aforesaid rate shall not 

accrue or be payable. 

This note evidences indebtedness incurred pursuant to, and is subject to the terms 
, . 

and provisions of the Loan Agreement and all amendments to t~e Loan Agreement. 

FIVE NATIONS ENERGY INC. 

By: ______________ _ 

Name:. ______________ _ 

Title: _______________ _ 

cIs 

By: ______________ _ 

Name: ______ ..-_______ _ 

Title: ______ ----------



FIVE NATIONS ENER6Y IN(. 
Head Office: 
P. 0 .  Box 370 
Moose Factory, ON 
POL 1 wo 
Phone: (705) 6584222 
Fax: (705) 6584250 
www.fivenations.ca 

April 8,2010 

Mailing Address: 
70-c Mountjoy Street North 
Suite 421 
Timmins, ON P4N 4V7 
Phone: (705) 268-0056 
Fax: (705) 268-0071 

Mr. Aime J. Dimatteo, Executive Director 
Northern Ontario Heritage Fund Corporation 
Suite 200, Roberta Bondar Place 
70 Foster Drive 
Sault Ste. Marie, ON P6A 6V8 

RE: Project Term Loan # 14141 between Northern Ontario Heritage Fund 
Corporation (NOHFC) and Five Nations Energy Inc. (FNEI) 

Dear Mr. Dimatteo: 

This is in reference to FNEI's project term loan # 14 14 1 with NOHFC; and FNEI's discussions 
with you beginning in September of 2009 to temporarily suspend our monthly loan payments 
beginning October 2009 up to and including the payment for December 2010. 

Our request to temporarily suspend payments for a fifteen (15) month period from October 
2009 to December 2010, is as a result of reduced cash flows due to the following factors: 

Increased operating expenditures as well as an increase in scope in certain capital 
projects completed in 2009. 
An overall reduction in revenue due to an unanticipated lower electricity consumption 
in the province of Ontario due to cooler summer temperatures and a downturn in 
economic activity. 
A significant reduction in interest revenue on our insurance reserve and operating 
bank accounts. 

In response to our increased revenue requirement we have filed a rate application with the 
Ontario Energy Board requesting an increase in our revenues. This requested increase will meet 
our operating costs as well as allow us to meet our obligations to our senior lenders and our 
revised obligation to the NOHFC. 



Our proposed amended repayment plan of the NOHFC loan is detailed in the attached revised 
repayment schedule and is based on these principles: 

1. As per your correspondence of June 1,2006 a nominal annual rate ~f interest of 4% 
will begin accruing monthly not in advance beginning October 1 5,20 10. 

2. We are suggesting monthly blended payments of $79,327.12 commencing January 
15,201 1 continuing until November 15,2014 with a final payment of $79,326.89 on 
December 14,2014. 

We thank you for your consideration of our request and want to reiterate our appreciation for 
your support of this transmission line project. 



FNEI 
NOHFC Loan Repayment Schedule 

Orlglnal Terms: Balance 
4,900,000 

1 Oct-06 245,000 4,655,000 
2 Oct-07 245,000 4,410,000 
3 Oct-08 245,000 4,165,000 
4 Oct-09 245,000 3,920,000 
5 Oct-10 3,920,000 - 

FNEl Amended Terms June 2006 
4,900,000 

1 Oct-06 245,000 4,655,000 
2 Oct-07 245,000 4,410,000 
3 Oct-08 245,000 4,165,000 
1 Jan-09 75,000 4,090,000 
2 Feb-09 75,000 4,015,000 
3 Mar49 75,000 3,940,000 
4 Apr-09 75,000 3,865,000 
5 May-09 75,000 3,790,000 
6 Jun-09 75,000 3,715,000 
7 Jul-09 75,000 3,640,000 
8 Aug-09 75,000 3,565,000 
9 Sw-09 75,000 3,490,000 
10 Oct-09 75,000 3,415,000 
Payments 11 to 55 of $78,364.50 (4%lnterest) plus final payment of 
$40,000 in August of 2013. 

FNEl Requested Terms October 2009 
Suspension of Payments October 2009 up to and Including December 2010 

4,900,000 
1 Oct-06 245,000 4,655,000 
2 Oct-07 245,000 4,410,000 
3 Oct-08 245,000 4,165,000 
1 Jan-09 75,000 4,090,000 
2 Feb-09 75,000 4,015,000 
3 Mar-09 75,000 3,940,000 
4 Apr-09 75,000 3,865,000 
5 May-09 75,000 3,790,000 
6 Jun-09 75,000 3,715,000 
7 Jul-09 75,000 3,640,000 
8 Aug-09 75,000 3,565,000 
9 SepO9 75,000 3,490,000 
10 Oct-09 Interest 3,490,000 
23 NOV-10 - 11,633.33 3,501,633.33 
24 Dec-10 11,672.1 1 3,513,305.44 
25 Jan-1 1 79,327.12 11,711.02 3,445,689.34 
26 Feb-11 79,327.12 11,485.63 3,377,847.85 
27 Mar-11 79,327.12 11,259.49 3,309,780.23 
28 Apr-11 79,327.12 11,032.60 3,241,485.71 
29 May-1 1 79,327.1 2 10,804.95 3,172,963.54 



Interest calculated as per NOHFC letter June 1, 20064% monthly not in advance. 
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King, Richard 

From: Joe Gaboury [joe.gaboury@fivenations.ca] 

Sent: May 31,201 0 3:08 PM 

To: Beauchamp, John 

Subject: FW: Confirmation of payment deferral 

FYI 

From: Murray, Mike (MNDMF) [mailto:Mike.Murray@ontario.ca] 
Sent: Monday, April 19, 2010 4:41 PM 
To: joe.gaboury@fivenations.ca 
Cc: adminassistant@fivenations.ca 
Subject: Confirmation of payment deferral 

Hi Joe: 

Further to our previous discussions, this e-mail confirms the decision of the Audit Committee concerning Five 
Nations Energy's request to defer payments on its loan with the Northern Ontario Heritage Fund Corporation. 

It was the decision of the Committee that payments will be suspended until January 201 1 at which time they will 
recommence under a new schedule. Interest will accrue on the loan during the deferral period. 

We will be confirming this in writing and will propose the new payment schedule at that time. We expect that to 
be within the next week. 

Michael Murray, CA 
Manager, Financial Services 
Northern Ontario Heritage Fund Corporation 
Telephone: 705 945-591 1 
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60. Ref: Ex 5/T1/S1/p.1; Report of the Board on Cost of Capital and 2nd Generation 
Incentive Regulation for Ontario’s Electricity Distributors (the “2006 Cost of Capital 
Report”), dated December 20, 2006, Section 4.1  – Debt to Equity Split; staged 
implementation options

Preamble:  Based on a reading of the evidence, it appears that FNEI is moving from 
a 50/50 deemed debt/equity split in 2009, to a 60/40 deemed equity split in 2010.  The 
Board’s 2006 Cost of Capital Report indicated that a utility had the option to transition to 
the new required capital structure over distinct periods, depending on the utilities’ existing 
capital structure.  Board staff is aware the report names “distributors” but not 
transmitters.  The passage as it relates to FNEI is on page 43 of the 2006 Cost of Capital 
Report:

“For distributors starting at equity of 50%, the equity component will move in equal 
increments over 3 years until it reached 40%.”

Questions/Requests:

(a) With respect to Preamble (1), was FNEI aware of the ability to phase in a change in 
its debt/equity structure?

(b) Has FNEI considered the effect of this change in its debt/equity structure on its 
operating costs?

(c) Does FNEI have sufficient debt financing to pay operating costs under a 60/40 debt-
to-equity split?

(d) Has FNEI ever experienced a shortage in operating funds necessary for day-to-day 
operations? 

RESPONSE

(a)  Yes, FNEI was aware of the ability to phase in a change in its debt/equity structure.  
However, the quote noted above needs to be read in the context of the 2006 Cost of Capital 
Report.  In particular, the Report states that an adjustment to rates in 2008, 2009 and 2010 would 
be used to transition distributors from their existing capital structures to the single deemed 
capital structure (40% equity, 56% long-term debt, 4% short-term debt).  In particular, for those 
distributors with a 50% debt and 50% equity capital structure, the equity component would 
decrease to 46.7% in 2008, 43.3% in 2009 and 40.0% in 2010.  

FNEI was not before the Board to set rates for either 2008 or 2010.  As a result the current 
proceeding is the first opportunity to adjust the capital structure to the deemed level as set out in 
the 2006 Cost of Capital Report. FNEI has used the 2010 deemed capital structure from the 
Report. 
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(b)  FNEI notes that the deemed return on the short term and long term debt shown on page 3 of 
Exhibit 5, Tab 1, Schedule 2 for 2010 exceed the actual short term and long term debt costs 
shown in the same schedule by approximately $167.  As a result there is no adverse impact on 
the operating costs (i.e. actual interest expense) of the company.

Further, as shown in Exhibit 5, Tab 1, Schedule 2, page 3, the weighted average cost of capital 
for the 2010 test year based on the proposed deemed capital structure is 6.60%.  If FNEI had 
proposed to phase-in the reduction in the equity component of the capital structure to reflect the 
transition shown in the 2006 Cost of Capital Report, but used the 2008 ratios for the 2010 test 
year, the weighted average cost of capital would be as follows:

Component
Capital Structure Indicated Rate of Return Return Component

Short Term Debt 4.00% 4.75% 0.19%
Long Term Debt 49.30% 4.41% 2.17%
Equity 46.7% 9.85% 4.60%
Total 100.00% 6.96%

Based on the increase in the weighted average cost of capital from 6.60% to 6.96%, applied to 
the forecasted rate base of $28,688.1, the phase-in approach would increase the revenue 
requirement by approximately $103.3.  This would be in addition to the $167 in deemed return 
on debt in excess of the actual cost of debt.

(c) Yes.

(d)  No.
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61. Ref: Ex 1/T1/S1; Report of the Board on the Cost of Capital for Ontario’s Regulated 
Utilities, (the “2009 Cost of Capital Report”) issued December 11, 2009 – Cost of Capital  

Preamble:

(1) The 2009 Cost of Capital Report established updated requirements and 
methodologies for determining the cost of capital in rate-setting for rate-regulated 
entities, including electricity transmitters.  The Board’s new guidelines are 
established for setting rates beginning in 2010.

(2) It should be noted that the capital structure used for rate-setting purposes 
and a firm’s actual capital structure may differ.  The amount of working capital and 
the use of a deemed capital structure are two reasons for such differences.

Questions:

(a) Does FNEI accept that the Board should apply the updated guidelines and 
methodologies documented in the 2009 Cost of Capital Report?  In particular, is FNEI still 
proposing a deemed short term debt rate of 4.75%, and a long term debt rate of 4.41%?  
Or is FNEI planning to amend its Application to adopt the short and long term deemed 
debt rates to be calculated in accordance with the methodology documented in Appendix B 
of the Board’s Cost of Capital Report?

(b) If FNEI is proposing that its cost of capital be determined in accordance with the 
Board’s Cost of Capital Report, please provide updates to Exhibit 5, where and to the 
extent possible, that reflect the Board’s 2009 Cost of Capital Report.

(c) If and where FNEI does not believe that the guidelines in the 2009 Cost of Capital 
Report should apply to it, please identify where FNEI is proposing to deviate from the 
Board’s Cost of Capital Report.  Please explain and support any requested deviation(s). 

RESPONSE

(a)  Yes, FNEI accepts that the Board should apply the updated guidelines and methodologies 
documented in the 2009 Cost of Capital Report, with one provision noted below.

First, with respect to the long term debt rate of 4.41%, FNEI notes that all of its long term debt 
instruments are with third parties at fixed rates, all of which are below the Board's deemed long-
term debt rate of 5.87%.  As a result the deemed long term debt rate would have no impact on the 
calculated cost of long term debt.

With respect to the short term debt rate, FNEI has used a rate of 4.75% on an amount of 
$500,000 which it forecasts to pay in the 2010 test year.  FNEI believes this rate and this amount 
should be used in the calculation of the cost rate for short term debt.  As shown in Exhibit 5, tab 
1, Schedule 2, page 3, the deemed amount of short term debt if $1,147,500.  Taking into account 
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the forecasted amount of actual short term debt of $500,000, there is amount of $647,500 in 
unfunded short term debt.  If the Board determines that the deemed short term debt rate of 2.07% 
should be used, then FNEI believes it should be applied to the unfunded short term debt amount.  
This would result in a weighted average short term debt rate of 3.24%.  However, as noted in the 
response to Board Staff # 62, FNEI believes the forecasted short term debt rate of 4.75% should 
be applied to all of the short term debt.

(b)  Assuming the Board determined that a weighted average short term debt rate should be used 
in place of the deemed short term debt rate to reflect the forecasted rate and amount of actual 
sdhort term debt, then the following table would replace the 2010 deemed calculations shown in 
Exhibit 5, Tab 1, Schedule 2, page 3.  The only change is the result of the reduction in short term 
debt rate from 4.75% to 3.24% to reflect the weighted average cost based on for the forecasted 
short term debt facility of $500,000 at a rate of 4.75% and the deemed rate of 2.07% on the 
unfunded debt amount of $647,500.

(c)  As noted above, FNEI is proposing that the Board take into account the forecasted rate  
of4.75% associated with its short term debt facility in calculating the short term debt rate.

Structure Capital Indicated Return Return
2010 - Deemed Principal Component Cost Rate Component Component

($000's) (%) (%) (%) ($000's)

Short Term Debt 1,147.5 4.00% 3.24% 0.13% 37.2 
Long Term Debt 16,065.4 56.00% 4.41% 2.47% 707.8 
Common Equity 11,475.3 40.00% 9.85% 3.94% 1,130.3 
Total 28,688.1 100.00% 6.54% 1,875.2 

The reduction in the total weighted cost of capital would be from 6.60% to 6.54%.  
This difference, when applied to the forecasted rate base of $28,688.1 would reduce 
the revenue requirement by approximately $17.2.
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62. Ref: Ex 5/T1/S1 - Capital structure and Short-term Debt  

Preamble:  In its rate regulation of Ontario’s natural gas distributors, short-term 
debt is used to reconcile actual and deemed long-term debt capitalization.  The Board’s 
2009 Cost of Capital Report states the following:

“For rate regulated natural gas distributors, short-term debt is used for an 
unfunded portion to true-up the deemed capitalization to the utility’s actual capitalization. 
As the variance between actual and deemed capital structures is generally small, the 
unfunded portion is typically a small fraction of total capitalization for rate-setting 
purposes.

In a Cost of Service application, the applicant natural gas distributor forecasts the 
cost of short-term debt for the test year, and this is subject to review. The Board notes that 
no participant questioned the Board’s policy and practice for natural gas distributors, and 
has determined that it is appropriate to continue with this approach. With the development 
of a new deemed short-term debt rate for use in the electricity transmission and 
distribution sector, the Board notes that it and other participants may take into 
consideration the deemed short-term debt rate, as discussed below and documented in 
Appendix D.”  [pp. 55-56, emphasis in original]

Please provide FNEI’s views, in detail, as to the appropriateness of the approach 
outlined above for determining its Cost of Capital for rate setting purposes. 

RESPONSE

As noted above, FNEI believes the Board should take into account the forecasted short term debt 
rate of 4.75% and the amount of funded short-term debt.  This is consistent with the process 
whereby the natural gas distributors forecast the cost of short term debt for the test year and is 
subject to review.
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