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AND IN THE MATTER OF an Application by PowerStream Inc. and
Barrie Hydro Distribution Inc. under section 86 of the Ontario Energy
Board Act, 1998 seeking an order for leave to amalgamate;

AND IN THE MATTER OF an Application by PowerStream Inc. and
Barrie Hydro Distribution Inc. under section 74 of the Ontario Energy
Board Act, 1998 seeking an order to amend Power Stream Inc.’s
distribution licence;

AND IN THE MATTER OF arequest by Barrie Hydro Distribution
Inc. under section 77(5) of the Ontario Energy Board Act, 1998
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POWERSTREAM INC. and
BARRIE HYDRO DISTRIBUTION INC.
RESPONSESTO INTERROGATORIES
ENERGY PROBE RESEARCH FOUNDATION

Interrogatory #1

Reference: Application, Tab 1, Application Summary, paragraph 35

1A: Please provide the estimated increase in rates for Barrie Hydro as of May 1, 2009
under the 3 GIRM rate adjustment that formed part of the benefits of the proposed
transaction.

Response:

An estimated rate increase of 2.5% in Barrie Hydro rates as of May 1, 2009 has been assumed in
developing the pro forma statements. This was based on an inflation factor (GDP-IPI) of 2.0%, a
productivity factor reduction of 1% and an incremental capital factor of 1.5%. At the time the

estimates were developed, the outcome of 3" generation IRM was not known.

1B: Please provide the estimated approved total revenue requirement for Power Stream
(after rebasing) that formed part of the benefits of the proposed transaction.

Response:

The following table summarizes the components of revenue requirement underpinning the pro-

forma statements in this application.

OM&A Costs 43.7
Depreciation 34.9
Deemed Interest 19.0
Income and Capital taxes (PILS) 94
Allowed Return on Equity 19.2
Revenue Requirement ($ millions) 126.2




B WN P

© 00 N O O

10

11
12
13

14

15

16

17
18

19

20

21

EB-2008-0335

PowerStream Inc. and

Barrie Hydro Distribution Inc.
Responses to Interrogatories
Energy Probe Research Foundation
Filed: November 28, 2008

Page 2 of 5

1C: If the amount in the response to (b) above is different than the total service revenue
requirement of $127,596,850 applied for by PowerStream in EB-2008-0244, please
explain the difference.

Response:

The consolidated pro forma statements were generated using a pro forma financial model as part
of the pre-merger process of determining the viability of the merger. The model was
underpinned by a variety of assumptions that were appropriate for the purpose of the modeling
exercise; i.e. determining financia viability. The model inputs, outputsand underpinning
assumptions were subsequently examined by KPMG and determined to be reasonable, as part of

its review of the merger business case.

1D: |If the Board were to reduce the total service revenue requirement of Power Stream in
EB-2008-0244 such that the projected savings of $5 million per year were
substantially reduced or eliminated, would the amalgamation still proceed?

Response:
Please see response to SEC Interrogatories #3 and #22
1E: Does Power Stream acknowledge that the benefits of the proposed transaction that

were calculated based on estimated approved rates for PowerStream and Barrie
Hydro as of May 1, 2009 may not materialize to the extent forecast?

Response:

Yes.
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Interrogatory #2

Reference: Application, Tab 1, Application Summary, paragraph 34

Please identify wherein the LDC Consolidation Report that the Board dealswith  rates
and/or rebasing of the * predecessor utility”.

Response:

The Board’s Report entitled “Rate-making Associated with Distributor Consolidation” addresses

thisissue in anumber of areas. One exampleisat p.5, where the Board states:

“Allowing a distributor the option of scheduling the rate rebasing for the consolidated entity at
any time up to the five-year limit accommodates distributors that may require an increase in
operating, maintenance or capital expenditures shortly after closing of the transaction, as well as
distributors that wish to have the benefit of alonger period in which to off-set transaction costs
with efficiency savings. The flexibility does not come at the expense of consumer interests or
financia viability, which are adequately protected through the Board's licensing regime and

price cap incentive regulation mechanism.”

Accordingly, the Board' s policy is that the Board’ s rate regul ation regime that applied to an LDC

prior to amerger (the predecessor utility) will continue to apply for the rate re-basing period.
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Interrogatory #3

Reference: Application

3A: Please confirm that PowerStream’s rates for 2008 were set based on the 2"
Generation IRM.

Response:

Yes

3B: When does Power Stream believe it is or will be subject to 3" Generation IRM? Isit
when Power Stream made an application (EB-2008-0244) for rebasing or would it be
when a Decision from the Board on the rebasing application is received? Please
explain.

Response:
Asindicated in the proposed timeline of the Application Summary filed on October 16", 2008
(paragraph 41), the proposed timelineis:

1. May 1, 2009 PowerStream rebased rates

2. May 1, 2009 Barrie Hydro 3" Generation IRM rate adjustment

3. May 1, 2010 MergeCo 3" Generation IRM rate adjustment

4. MergeCo rate harmonization application will be filed within 3 years from the date of

closing of the Proposed Transaction

5. Rebasing application of MergeCo filed within 5 years from the date of closing of the

Proposed Transaction

For ratemaking purposes, each of PowerStream and Barrie Hydro shall continue to operate, post-
amalgamation, pursuant to their respective rate orders that were existing as of the date of filing
this Application, until new rate orders are issued to each; i.e., pursuant to the Board's third
generation incentive regulation methodology, in the case of Barrie Hydro, and pursuant to the
Board's decision on its 2009 rate application, in the case of PowerStream. MergeCo will apply
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1 for a rate order with two “rate zones’ effective May 1, 2010 under 3™ generation incentive

2 regulation, and in subsequent years, until such time that it applies for its harmonized rates.

3 ::ODMA\PCDOCS\TOR01\3955773\2
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POWERSTREAM INC. and
BARRIE HYDRO DISTRIBUTION INC.
RESPONSESTO INTERROGATORIES

SCHOOL ENERGY COALITION

Interrogatory #1

Reference: [Proforma financialsfiled November 14, 2008 — no exhibit number]

We have attached an Excel spreadsheet entitled “Comparative Pro Forma Financials’.
With respect to the above exhibits, and the attached spreadsheet:

Response:
Overview

The Excel spreadsheet prepared by SEC and attached to its interrogatories, was created and
prepared by SEC and not by the Applicants. The first two columns in the Excel spreadsheet
replicate data from the pro forma consolidated financia statements included in the MAAD
Application (the “Application”). These consolidated statements were generated as part of the
pre-merger process of determining the viability of the merger, using a pro forma financial model.
The model was underpinned by a variety of assumptions that were appropriate for the purpose of
the modeling exercise; i.e. determining financial viability. The model inputs, outputsand
underpinning assumptions were subsequently examined by KPMG and determined to be

reasonable, as part of its review of the merger business case.

The data under the last two columns in SEC’s Excel spreadsheet, under the heading “Aggregate
Individual Utilities if no Merger”, were generated by SEC. The Applicants do not have a copy
of the model that SEC used to generate this data. The Applicants do not know the assumptions
that underpin SEC's model and cannot comment on their reasonableness, or otherwise, nor on
whether and to what extent these assumptions drive the differences between the data in columns

aand b, on the one hand, and the data.in columns c and d, on the other hand.

The Applicants have attempted to respond, as fully as possible, to the sub-parts of SEC

Interrogatory 1 where these sub-parts are smply seeking arithmetical confirmation. The
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Applicants are, however, unable to respond to some of the sub-parts to SEC Interrogatory 1
which ask for confirmation of data generated by SEC. Finaly, in some of the questions, the
information that is sought is not relevant to the Application, given the Board's statement of its
mandate in respect of MAAD applications in general and this Application, in particular (please
see response to SEC Interrogatory 8 for a description of this mandate).

To avoid any potential confusion, the Applicants have referred to the merged company as
“MergeCao” in this response.

1A: Please confirm that the figures in columns (c) and (d) of the spreadsheet correctly
aggregate the figures from the “no merger” pro forma financials provided by the
Applicants.

Responseto 1A:

Correct with the exception of retained earnings and dividends and the impact that these
calculations have on other numbers (i.e., Cash Flows from Financing, Total Equity, and Total
Liabilities & Shareholders Equity). The Applicants are unable to comment on the calculations
made in the Excel spreadsheet provided with the interrogatories.

1B: Please confirm that, except for the impacts of the merger, the aggregated figures and
the consolidated figures on each line of the attached spreadsheets, for each year,
should bethe same.

Responseto 1B:

Correct with the exception of retained earnings and dividends. The Applicants are unable to
comment on the calculations made in the calculations in the Excel spreadsheet provided with the
interrogatories.
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1C: Please confirm that, except for lines1, 6, 14, 33-36, 41, 44, 57-59, 67, 68, 70, 72, 73, 75,
77-79, and 82, any differences between the consolidated numbers and the aggregated
numbers, on each line and for each year, are solely the result of rounding
adjustments.

Responseto 1C:

This is correct with the exception of lines 52, 53, and 80 as the differences are not due to
rounding. The Applicants are unable to comment on the cdculations made in the SEC
spreadsheet provided with the interrogatories.

1D: Please confirm that, for the 22 lines listed in (c) above that do have non-rounding
differences, each and every one of those differences is the direct result of the
differencesin OM& A forecast on line 67.

Responseto 1D:

Incorrect. Lines 33-35, and line 82 have differences which are not a direct result of the
differences in the OM&A forecast on line 67. The Applicants are unable to comment on the
calculations made in the Excel spreadsheet provided with the interrogatories.

1E: Please advise where the impact of the $850,000 per annum reduction in capital
spending, and related impacts on depreciation, cost of capital, and PILs, is
represented.

Responseto 1E:

In reviewing the pro forma statements, the Applicants discovered that the PowerStream stand-
alone statements incorrectly attributed savings in the fixed asset additions net of capital
contributions in the cash flow statements. The corrected cash flow statements for PowerStream
stand-alone are provided in Exhibit 1E. The correction does not affect the pro-formas of
MergeCo.



~N O ul A WNPF

©

10

11
12
13

14
15
16
17

18

19
20
21

22
23
24
25
26

27

EB-2008-0335

PowerStream Inc. and

Barrie Hydro Distribution Inc.
Responses to Interrogatories
School Energy Coalition
Filed: November 28, 2008
Page 4 of 27

1F: Please confirm that the pro forma financials filed assume that the merger will have no
impact on therate of interest payable by the merging entities on new or renewed debt,
notwithstanding the statement on page 4 of the Application that the merger will result
ina*“lower cost of capital”.

Responseto 1F:

Correct. The pro forma calculations did not attempt to estimate the lower cost of capital that

MergeCo may have versus the cost of capital for the stand-alone entities.

1G: Please advise why a $5 million per year reduction in OM&A has no impact on the
figurefor employee future benefitson line 27.

Responseto 1G:

At this point in time, the Applicants have made no assumptions regarding Employee Future
Benefits and any changes associated with them. As an example, for union staff this will not be

possible until after MergeCo’ s union representation is determined and a contract is negotiated.

1H: Please confirm that the merged company would adopt a new dividend policy, and
explain why the dividends on lines 52 and 80 show no dividend difference between the
merger and no-merger scenarios (compared to combined 2007 dividends of
$6,352,000, less than half the amount forecast for 2009).

Responseto 1H:

MergeCo's dividend policy can be found in the Merger Participation Agreement at Schedule
1.5.2 of the Application. The Applicants are unable to comment on the calculations made in the
Excel spreadsheet provided with the interrogatories.

11: Please advise where in the pro forma consolidated financials the special dividends set
out in the Merger Participation Agreement arereflected.
Responseto 1l:

The Applicants have assumed that the specia dividends are expected to be paid out just prior to
closing in 2008.
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1J: Please confirm that the pro forma consolidated financials have not attempted to
reflect the financial statement impacts of harmonization of cor porate policies, such as
policies on customer deposits and collections, procurement, asset management,
depreciation, capitalization of in-house costs, etc.

Responseto 1J:

For the modeling purposes, some simplifying assumptions were made to bring the policies of the

two existing companies together.

1K: Please explain why lines 15 and 16 have not changed in the merger scenario when the
OM& A and the tax bills, which drive those lines, have changed.

Responseto 1K:

The Applicants did not attempt to model the changes to accounts payable or income tax payable.

1L: Please explain why the merger case assumes the same requirement for new debt asthe
no-merger case, despite an expectation of decreased operating and capital costs.

Responseto 1L:

Given the correction provided in SEC Interrogatory #1€) the debt requirements for the MergeCo

and the no merger case are not the same.

IM: Please confirm that, based on the pro forma financial statements, the Applicants
expect to earn 8.6% on their actual equity in 2009, after deducting all costs of the
merger, and 10.2% on their actual equity in 2010, in both cases with an equity ratio
in excess of the Boar d-approved equity ratio.

Responseto 1M:

For modeling purposes the Applicants assumed that in 2009 PowerStream received its full
revenue requirement for the full year and earns 8.4% on its deemed equity. In 2010, the

anticipated synergies increase net income and MergeCo’s ability to begin to offset its costs.
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IN: Please confirm that the pro forma financial statements, whether in the merger or the
no-merger scenario, assume that the net income for the Power Stream franchise area
in 2009 will be lessthan each of 2006 and 2007, and 2010 will be the same as 2007.

Response to 1N:

Given the correction provided in SEC Interrogatory #1€) the net income in 2009 is forecasted to
be $19.2M and $20.8M in 2010. In 2006 net income was $19.48M and in 2007 net income was
$21.15M.
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Interrogatory #2

Reference: [Tab 1, Schedule 1 — Application, p. 1]

Please confirm that the Applicants are seeking a rate order for the merged company, on the
same terms asthe existing Barrie Hydro Distribution Inc. rate order, to take effect after

the cancellation of the Barrie Hydro Distribution Inc. electricity distribution licence, and to
apply only to thecurrent Barrie Hydro franchise ar ea.

Response:

No, the Application does not seek arate order.

For ratemaking purposes, each of PowerStream and Barrie Hydro shall continue to operate, post-
amalgamation, pursuant to their respective rate orders that were existing as of the date of filing
the Application, until new rate orders are issued to each; i.e., pursuant to the Board's third
generation incentive regulation methodology, in the case of Barrie Hydro, and pursuant to the
Board's decision on its 2009 rate application, in the case of PowerStream. MergeCo will apply
for a rate order with two “rate zones” effective May 1, 2010 under 3" generation incentive

regulation, and in subsequent years, until such time that it applies for harmonized rates.

Interrogatory #3

Reference: [1/1, p. 6]

Please advise whether the Applicants intend to proceed with the merger in the event that
the Board does not allow Power Stream to rebase in 2009 as if the merger had not taken
place, and then defer rebasing for five yearsas proposed in the Application.

Response:

The Applicants intend to proceed with the amalgamation on the terms negotiated and as filed
with the Board. The Applicants would have to consider how to proceed should the Board not

approve the amalgamation as proposed.
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|nterrogatory #4

Reference: [1/1, p. 6]

Please confirm that the Power Stream 2009 rate application is filed on the assumption that
the merger has not taken place prior to the end of the 2009 Test Year.

Response:

The PowerStream 2009 rate application is a stand-alone PowerStream (i.e., not MergeCo)
application for re-based rates in respect of distribution services provided to customers in

PowerStream’ s service territory only (not MergeCo’s service territory).

Interrogatory #5

Reference: [V/1, p. 7]

Please advise how Power Stream plans to harmonize rates prior to its next rebasing after
2009, while remaining consistent with the Board’s statement on page 7 of its policy report
“ Rate-making Associated with Distributor Consolidation”, where the Board said “the issue
of rate harmonization in the context of a consolidation transaction is better examined at the
time of rebasing”.

Response:

The merged company is advising the Board that it proposes to harmonize its rates prior to the
rebasing of the consolidated entity. This would be done in the same manner as in EB-2007-0074
when PowerStream harmonized rates across its 4 rate zones independently of rebasing. Such

geographic harmonization is revenue neutral .

The Report indicates that the issue of rate harmonization in the context of a consolidation
transaction is better examined at the time of rebasing, however the applicants believe that
MergeCo would be able to harmonize rate prior to rebasing and has indicated that it will propose
such aplan. The Board may determine that it does not want to review a harmonization plan until

MergeCo rebases its rates after the 5 year deferral period.



N

©oo~NOO O~ W

10

11
12

13
14
15

16
17
18

19

EB-2008-0335

PowerStream Inc. and

Barrie Hydro Distribution Inc.
Responses to Interrogatories
School Energy Coalition
Filed: November 28, 2008
Page 9 of 27

Interrogatory #6

Reference: [1.2.4]

Please confirm that, subsequent to the proposed transaction, the Affiliate Relationships
Code would no longer apply to transactions between the amalgamated entity and The City
of Barrie, Barrie Hydro Holdings Inc., Barrie Hydro Energy Services Inc., the City of
Vaughan, Vaughan Holdings Inc, the Town of Markham, Markham Enterprises
Corporation, or Markham District Energy Inc. Please advise which of those entities will,
after the proposed transaction, either supply goods or services to, receive goods or services
from, or share services, with the merged entity.

Response:

The Town of Markham, Markham Services Enterprises Corporation and Markham District

Energy are not affiliates under the Ontario Business Corporations Act (OBCA).

Subsequent to the proposed transaction, none of the entities identified in Interrogatory #6 would
be considered affiliates under the OBCA and therefore the Affiliate Relationships Code for
Distributors and Transmitters (ARC).

The Shared Services Agreements referred to in Schedule C to the Merger Participation
Agreement set out any goods or services supplied to, received from, or shared services, between

the entities identified above and the merged entity.
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Interrogatory #7

Reference: [1.4.4]

Please confirm that the Applicants expect combined distribution revenuesto increase from
$145.7 million in 2007 to $151.3 million in 2009, an increase of 3.8%, but to $161.9 million
in 2010, an increase of a further 7.0%. Please disaggregate these increases between (a)
growth in throughput and customer numbers, b) the effect of the Barrie Hydro rate order
in 2008, c) the effect of the Power Stream rate application for 2009, d) other expected rate
increases.

Response:

The projected distribution revenue and changes in the pro forma statements can be summarized

asfollows:
(amountsin $ millions) 2007 2009 Change 2010 Change
BARRIE HYDRO $ 31.1 $ 33.1 $ 20 | $ 349 | $ 18
POWERSTREAM $ 114.6 $ 118.2 $ 3.6 $ 1270 | $ 8.8
TOTAL $ 145.7 $ 1513 | $ 5.6 $ 1619 | $ 10.6
% increase 3.8% 7.0%

The amounts referenced in this interrogatory have been determined on a calendar year basis. For
the period in question, the rate years have run from May 1% of one year to April 30" of following
year. The analysis below breaks out the increases by growth, changesin rates and other factors.

The change in revenue from 2007 to 2009 is summarized by the drivers as follows:

Change in Revenue 2009 vs. 2007

(amountsin $ millions) Barrie Power Stream Total
Growth $ 2.2 $ 5.7 $ 7.9
Rate increase $ 3.2 $ 5.3 $ 85
Subtotal before Other $ 5.4 $ 11.0 $ 16.4
Other $ (3.4) $ (7.4) $ (10.8)
Total $ 2.0 $ 3.6 $ 5.6

Barrie filed a Cost of Service rate application for rates effective May 1, 2008, resulting in a
distribution rate increase of approximately 7.7% overall. Barrie filed under 3 Generation IRM
for rates effective May 1, 2009. At the time the pro forma statements were prepared, it was
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assumed that this would result in a distribution rate increase of approximately 2.5% overall,

including an incremental capital increase of 1.5%.

PowerStream filed under 2™ Generation IRM for rates effective May 1, 2008 resulting in an
approved distribution rate increase of approximately 0.9% overall. PowerStream filed a Cost of
Service rate application for rates effective May 1, 2009, requesting a distribution rate increase of
approximately 7.3% overall.

“Other” consists of amounts contained in the actua distribution revenues for 2007 which did not
exist in 2008 or 2009, thereby accounting for some of the change. The “Other” amount for Barrie
consists of $3.4 million in regulatory asset recovery taken into income in 2007. The amount of
$7.5 for PowerStream consists mainly of $5.5 million in deferred revenue, related to the 3"
tranche CDM revenue increase in the 2005 rate year, taken into income in 2007, and $1.6 million
taken into 2007 revenue from a special rate rider related to revenue not collected from May 1,
2006 to October 31, 2006, as aresult of final 2006 rates being effective November 1, 2006.

The change in revenue from 2009 to 2010 is summarized by the drivers as follows:

Changein Revenue 2010 vs. 2009

(amountsin $ millions) Barrie Power Stream Total
Growth $ 1.0 $ 3.7 $ 4.7
Rates $ 0.8 $ 51 $ 59
Total $ 18 $ 8.8 $ 10.6

The pro forma amounts for 2010 were prepared on the assumption of 3" Generation IRM rate
increases for Barrie of 2.5% and PowerStream of 3%, including incremental capital increases of
1.5% and 2% respectively. At the time the pro forma statements were developed the parameters
of 3" generation IRM were unknown and the Applicants therefore had to make assumptions for

modeling purposes.
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Interrogatory #8

Reference: [1.5.1/3 —Barrie 2007 Annual Report, p. 1]
Pleasefile the Strategic Plan, Strategic Map, and Balanced Scor ecard referred to.
Response:

Procedural Order #1 in this Application states that: “The Board reminds parties that the Board
will review this application within the scope of the Board’s “no harm” test. That is, the Board's
mandate in this application is to consider whether the transaction that has been placed before it

will have an adverse effect relative to the status quo in terms of the Board' s statutory objectives.”

This is consistent with the Board's generic treastment of the scope of review for MAADsS
applications as expressed in RP-2005-0018, EB-2005-0234; EB-2-5-0254; EB-2005-0257
(“Combined MAADs Application Proceeding” or “Section 86 Decision”). In that case, the
Board stated (at pp. 6 and 8): “The Board is of the view that its mandate in these mattersis to
consider whether the transaction that has been placed before it will have an adverse impact
relative to the status quo in terms of the Board's statutory objectives.” It also stated:”...[T]he
Board' s concern is limited to the effect of the transaction when considered in light of the Board's

objectives asidentified in section 1 of the Act.”

In light of this, the business and strategic plans of Barrie Hydro as referred to in the 2007 Annual
Report do not engage the Board’ s mandate in this proceeding and the question is therefore out of

scope.

Interrogatory #9

Reference: [1.5.1/3, p. 3]

Please provide details of any material Barrie Hydro initiatives commenced in 2007 or 2008
that will not be continued, or will bereversed or replaced, by the merged entity.

Response:

The selection process for a new Enterprise Resource Planning (ERP) information system began
in 2008 and was subsequently deferred once the merger discussions began. This initiative will

not be continued by the merged entity.
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Interrogatory #10

Reference: [1.5.1/3, p.7]

Please advise the number of full-time equivalents of each of Barrie Hydro and
Power Stream as of October 31, 2008. Please advise the projected number of full-time
equivalentsfor the merged entity as of December 31 in each of 2009, 2010, and 2011.

Response:

As explained in Response to SEC Interrogatory #2, MergeCo will be operated in accordance
with the rate orders of PowerStream and Barrie Hydro, as these orders exist as of the date of
closing. MergeCo does not intend to propose any merger-driven amendments to these rate
orders, including changes, if any, to the number of its full-time equivalents that are attributable to
the merger. As a result, the number of full time equivalents under the predecessor and
amal gamated utilities does not engage the Board' s mandate in this proceeding and the question is
therefore out of scope (See Response to SEC Interrogatory #8).

Interrogatory #11

Reference: [1.5.1/3, p. 31]

Please advise whether any employee future benefits or liabilities are expected to be
revalued as a result of harmonization of policies, and the impact on the balance sheet
and/or theincome statement of any such revaluation.

Response:

Asexplained in Response to SEC Interrogatory #2, MergeCo will operate in accordance with the
rate orders of PowerStream and Barrie Hydro, as these orders exist as of the date of closing.
MergeCo does not intend to propose any merger-driven amendments to these rate orders,
including changes, if any, to future employee benefits or liabilities that are attributable to the
merger. As a result, future employee benefits or liabilities under the predecessor and
amalgamated utilities do not engage the Board’s mandate in this proceeding and the question is
therefore out of scope (See Response to SEC Interrogatory #8).
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Interrogatory #12

Reference: [1.5.1/3, p. 34]

Please file a copy of the dividend policy referred to in note 15, as well as any amendments
or updates to that policy to date. Please file any similar pre-closing dividend policies of
Power Stream from 2008, as well asany in effect for 2007 if different.

Response:

As explained in response to SEC Interrogatory #2, MergeCo will operate in accordance with the
rate orders of PowerStream and Barrie Hydro, as these orders exist as of the date of closing.
MergeCo does not intend to propose any merger-driven amendments to these rate orders,
including changes, if any to dividend policies that are attributed to the merger. Accordingly, the
dividend policies of PowerStream do not engage the Board’' s mandate in this proceeding and the

guestion is therefore out of scope (See Response to SEC Interrogatory # 8).

Interrogatory #13

Reference: [1.5.1/4, p. 9 and 54]

Please advise how many employees of the Applicants are expected to have the new
Power Stream head office facility as their principal place of work a) if the merger does not
proceed, and b) if the merger proceeds. Please provide all studies, reports or analyses, that
discuss the size of the head office facility in relation to Power Stream’s M& A strategy or
intentions. Please confirm that approximately $25 million was added to rate base in 2008
to reflect bringing this building into service. Please confirm that the annual revenue
requirement impact of that new building (depreciation, cost of debt, ROE, and PILS), net of
cost savings, isabout $4 million per year.

Response:

The question is outside the scope of issues to be considered by the Board in its MAAD review.
The head office has been built. Its construction is not contingent upon approval of the Proposed
Transaction. The number of employees that will have the head office facility as their principal
place of work if the Proposed Transaction proceeds or conversely does not proceed, is not

relevant.
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Interrogatory #14

Reference: [1.5.1/4, p. 26]

Please show how the impact of the “ one-time additional administrative and bad debt write-
offs” in 2007 are reflected in the forecast expenses in 2009 and 2010 in the Power Stream
pro formafinancial statements.

Response:

The “one-time additional administrative and bad debt write offs’” in 2007 are not reflected in the
forecast expenses in 2009 and 2010. These costs were removed in estimating the expenses for
2008, 2009 and 2010.

Interrogatory #15

Reference: [1.5.1/4, p.28 and 57]

Please advise if the $125 million TD line of credit remainsin effect, or if not, a replacement
line of credit isin effect. Please advise the interest rate and term of the line, and whether
the Applicants plan to utilize it for new debt post amalgamation. Please confirm that the
$50 million, 5.08% credit facility initiated in January 2008 is not part of that $125 million
TD facility.

Response:

The $125 million TD uncommitted line of credit remainsin effect. Thelineisfor aterm of five
years, renewable annually. Thereis no interest rate on the line of credit, the credit facility can be
drawn upon with Bank approval by either direct advances, bearing interest at prime less 0.50%
or Bankers' Acceptances, with a stamping fee of 20 basis points, or by way of letter of credit
with a fee of 20 basis points per annum. Whether the line of credit will be used for new debt
post amal gamation has not yet been determined. The $50 million, 5.08% credit facility initiated
in January 2008 is not part of that $125 million TD facility.
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Interrogatory #16

Reference: [1.5.2—Merger Participation Agreement, pp. 2-16]

Please provide a copy of each of the following documentsreferred toin therecitalsor the

definitions:

a) Theletter of Intent.

b) TheBarrie Hydro 2008 Budget.

¢) ThePower Stream 2008 Budget.

d) ThePower Stream Shareholder Agreement.

e) TheValuation.

Response:

a) TheLetter of Intent — Attached at Exhibit 16A

b) TheBarrie Hydro 2008 Budget — Attached at Exhibit 16-B1 and Exhibit 16-B2

¢) The PowerStream 2008 Budget — Attached at Exhibit 16-C1 and Exhibit 16-C2

d) The PowerStream Shareholder Agreement — Attached at Exhibit 16-D. This Agreement
was filed as part of the MAAD application review for the formation of PowerStream and is
therefore on the public record. The Applicants however, are not clear asto the relevance of
a 2004 Shareholder Agreement to whether the Board can approve the Proposed Transaction
beforeit in this proceeding.

e) TheVauation - The Applicants object to production of the Valuation asit is not relevant to

the proceeding. The Board stated in the “Section 86 Decision”, page 7, that the “selling
price of a utility is relevant only if the price paid is so high as to create a financia burden
on the acquiring company which adversely affects economic viability, as any premium paid
in excess of the book value of assets is not normally recovered through rates.” In this
amalgamation there is no suggestion that the merged utility’s economic viability is
threatened as a result of the consideration in the Proposed Transaction. As such,

consideration and by extension, the Valuation is outside the scope of review.
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Interrogatory #17

Reference: [1.5.2, p. 18, and various Schedules]

Please provide a chart showing all expected pre-closing and post-closing payments to and
from shareholders, affiliates of shareholders, affiliates of the Applicants, and affiliates of
the merged entity (if any), required by the terms of the Merger Participation Agreement or
any other closing documents for the proposed transactions, with a cross-reference to the
provisions requiring such payments. Please exclude paymentsto or from any entity that in
aggregatefor that entity arelessthan $1 million.

Response:

All expected pre-closing and post-closing payments to and from shareholders, affiliates of
shareholders, affiliates of the Applicants, and affiliates of the merged entity (if any), required by
the terms of the Merger Participation Agreement or any other closing documents for the

proposed transactions are referenced in the Merger Participation Agreement:
. Article 5 - Covenants

. Schedule 1.1 - Corporation Shareholders Agreement

. Schedule 2.2 - Sample Post-closing Adjustment

. Schedule 5.1 (1) - PowerStream Pre Closing Dividends

. Schedule 5.1 (2) — Barrie Hydro Pre Closing Dividends

. Schedule 5.3 — Post Closing Dividends and Payments

The estimated amounts are shown in the chart bel ow:

Sharehol ders Agreement PowerStream Barrie Hydro

Estimated Pre-closing 0 $25.7m + $0.40 million
dividends (Schedule 5.1 and

5.2)

Estimated Post-closing 50% of combined 2008 net | 50% of combined 2008 net
dividends and payments income pro-rated to number | income pro-rated to number
(Schedule 5.3) of shares of shares

Estimated Adjustment 0 $8.3m

Amount for working capital

excess/shortfall

(Schedule 5.3 and Schedule

2.2)
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Interrogatory #18

Reference: [1.5.2, p. 21]

Please provide a copy of theinitial Strategic Plan referred to in section 2.5, whether or not
approved by all of the partiesthat will berequired to approveit.

Response:

An initial Strategic Plan has not yet been developed. In the absence of an approved Strategic
Plan MergeCo will operate its business in accordance with the Strategic Direction provided in

Schedule 2.5 to the Merger Participation Agreement.

Interrogatory #19

Reference: [1.5.2, pp. 26-36 and Schedules A-C]

Please provide the due diligence binders, reports, or similar documents relating to
disclosure and/or compliance with conditions, representations and warranties, including
any duediligence reports from the lawyers or accountants of either Power Stream or Barrie
Hydro.

Response:

The requested material will not be produced on the basis that it is irrelevant to the MAAD
Application review. The Proposed Transaction before the Board has been negotiated between
the Applicants and details regarding their due diligence review is outside the scope of this

proceeding.

In the “Section 86 Decision” (at p. 9) the Board stated that even a flawed decision making

process would not in and of itself be grounds to oppose an application.

“In order to argue that the process by which the seller negotiated the sale of the
utility or carried out its due diligence should be relevant, it would have to be
demonstrated that a flawed process leads to an impaired ability of the acquired
utility to meet the obligations imposed on it by the Board. Based on the “ Section
86 Decision,” it is not clear how a flawed decision-making process, even if it
could be demonstrated, would in and of itself provide grounds to oppose the

Applications. Certainly, it would not in and of itself be grounds for denying the



(62 I SN

0o ~NO®

10
11
12
13
14
15

16
17

18
19

20
21

22

EB-2008-0335

PowerStream Inc. and

Barrie Hydro Distribution Inc.
Responses to Interrogatories
School Energy Coalition
Filed: November 28, 2008
Page 19 of 27

Applications. The “Section 86 Decision” is substantive and addresses the effect
of a proposed transaction. It is not a process test that addresses the rationale for,

or the process underlying, the proposed transaction.”

Interrogatory #20

Reference: [1.5.2, p. 28 and 29]

Please provide any report, analysis, study, or other document dealing with sections 5.1(4)
and/or 5.2 (4), compliance with those provisions, or any circumstances that materially
affect compliance with those provisions.

Response:

Asindicated in its “Section 86 Decision” the Board is of the view that its mandate in to consider
whether the transaction that has been placed before it will have an adverse effect relative to the
status quo in terms of the Board’ s statutory objectives (emphasis added). While compliance with
any Board approved Code is a requirement of a distributors licence, the Applicants would argue
that a compliance review is not a requirement for whether or not the Board should approve a

merger. The Applicants have dealt with disclosurein Tab 1.5.3 of the Application.

Interrogatory #21

Reference: [1.5.2, p. 30]

If the Competition Act application contains any documents that are not included in or
expressly referred to in this Application, please provide copies of those documents.

Response:

No additional documents were included in the Competition Act Application.
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I nterrogatory #22

Reference: [1.5.2, p. 36]

Please advise whether failure of the Board to allow a 5-year deferral of rebasing would
constitutea M aterial Adverse Affect for the purposes of section 6.5 (1)(c).

Response:

Please see response to SEC Interrogatory #3.

Interrogatory #23

Reference: [1.5.2, p. 47]
Please confirm that:

e No feesasdescribed in Section 9.4 were disclosed in writing by either party to
the other, or, in the alternative, provide a copy of that disclosure document;

e No expenses referred to in Section 9.5 have been, or will be, included in the
regulatory financial reporting, rate applications, or other accounts maintained
for regulatory purposes by Power Stream, Barrie Hydro, or the amalgamated
entity.

Response:
The Applicants confirm that no broker, finder or other Person is entitled to any brokerage fees,
commissions or finder's fees in connection with the Proposed Transaction. The Applicant

further confirm that any expenses referred to in Section 9.5 are recorded in the accounts, and are

identified but excluded from the amounts reported in rate filings.
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Interrogatory #24

Reference: [1.5.2, Appendix B, p. 20]

Please provide a copy of the Asset Management Plan and Line Loss Report referred to, or
provide an update on the status of that document.

Response:

The Barrie Hydro Asset Management Plan and Line Loss Report are currently in development
and will be filed with the Board on or before December 31, 2008 in accordance with the Board's
decision on Barrie Hydro’s 2008 EDR application (EB-2007-0746).

Interrogatory #25

Reference: [1.5.2, Appendix C, p. 1]

Please provide a status report on the income and capital tax audit of the predecessor
companies, including a copy of the preliminary assessment on Markham Hydro and
Vaughan Hydro, and a copy of any assessment received prior to the hearing date of
December 15, 2008, or a statement that no assessment was made prior to the statute barred
date of December 8, 2008. If any such document shows a net tax impact on the relevant
taxpayer of lessthan $1 million, it isnot necessary to provide it.

Response:

This request is outside the scope of the issues before the Board in the MAAD Application
review. The audit has been commenced in respect of a time period even pre-dating the creation

of PowerStream.
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Interrogatory #26

Reference: [1.5.2, Appendix C, p. 4]

Please provide a summary of the terms (limited to those terms that could have a material
impact on the ratepayers, rates, or revenue requirement, immediately or in the future) of
the agreements with PWU and IBEW for “transitional matters relating to the merger”.
For greater certainty, and without limiting the generality of the foregoing, any provision
that guarantees a certain number of unionized positions, and any provision that provides
for harmonization of any aspect of compensation at the higher level of the two existing
union contracts, should be considered to be material.

Response:
See Response to SEC Interrogatory #10.

Interrogatory #27

Reference: [1.5.2, Appendix C, p. 4-5]

Please provide a copy of the M OU dated February 6, 2008 with the Town of M arkham, and
a summary of the terms of the lease dated November 15, 2007 relating to the operating
facility in Markham.

Response:

The requested material will not be produced on the basis that the terms of a lease relating to the
operating facility in Markham have no bearing on whether the Board should approve the
Applicants proposed amal gamation.
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Interrogatory #28

Reference: [1.5.2, Appendix C, p. 8, and Schedule C to the Shar eholder s Agreement]

Please provide the two draft shared services agreements, together with any amendments
thereto since being drafted, and confirm.

e That they are being performed, asif executed documents, prior to closing; and

e Subsequent to closing, they will continue to be followed according to their
existing terms except as disclosed in the Application.

Response:

The draft Shared Services Agreements are provided in Exhibit 28. The Applicants confirm that
they are being performed, as if executed documents, prior to closing; and subsequent to closing,
the Applicants intend that they will continue to be followed according to their existing terms

except as disclosed in the Application.

Interrogatory #29

Reference: [1.5.2, Schedule 1.1 — Shareholders Agreement, p. 14]

Please confirm that, under Section 2.07 (1) (b), the amalgamated entity is obligated to
maximizeitsrate of return on equity unlessthe Board limits such return.

Response:

As stated in Schedule “D” Dividend Policy the amalgamated entity will endeavor to earn the
maximum rate of return allowable by the OEB “consistent with the objectives and guiding
principles’ set forth in Section 2.07 of the Shareholders Agreement.

Section 2.07 Objectives and Guiding Principles builds on the existing objectives and guiding

principles of PowerStream and Barrie Hydro.
Section 2.07 states:

The Corporation recogni zes the need to balance the following objectives and guiding principles:
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Business: The Corporation will participate in those areas of business, permitted by the
Electricity Act and the Ontario Energy Board Act, in which it has expertise and which are

related to our core business of electricity distribution.

The Corporation will seek to conduct our business in a commercially prudent manner
while actively seeking to expand our business activities, building on our excellence in
electricity distribution. This business expansion may occur through acquisitions or
amalgamations with other utilities. In al cases, business expansion will only occur where
it enhances The Corporation’s strategic position, economies of scope and scale exist, and

whereit adds value to The Corporation and financia returnsto its Sharehol ders.

For-Profit Corporation: The Corporation will be afor-profit corporation, with the primary
objective of optimizing rate of return and Shareholder value, including regular dividends
and interest payments. As a for-profit corporation, the Corporation will seek the full
market rate of return for LDC as permitted by the Ontario Energy Board. Optimizing
returns and Shareholder value will be balanced with prudent investments in all facets of
our business operations to ensure the key requirements of stakeholders can be met or
exceeded.

Shareholders: It is recognized that The Corporation is integral to the prosperity and
infrastructure of the communities in which it operates. Our Shareholders understand that
the Corporation will best serve the communities through the delivery of services at
competitive rates and by optimizing shareholder value. The Corporation will establish
and maintain a financial and capital structure consistent with industry standards sound
financial principles in order to provide the Shareholders with regular dividend and

interest payments.

Customers: The Corporation will provide safe, reliable, effective and efficient electrical
distribution to its customers. Excellence in customer service will be a primary focus of

the Corporation.

Employees: The Corporation will treat all employeesin afair and equitable manner. The

Corporation will develop with our employees a shared commitment towards workplace
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health and safety, excellent customer service, employee growth and development and a

culture of continuous improvement.

» The Corporation will ensure that al staff understands our business plan and direction, and

that they have the skill required to fulfill their part in achieving our shared goals.

=  Community and Economic Development: The Corporation will play a significant role in
the communities in which it operates. The Corporation will strive to be a good corporate
citizen and a facilitator of economic development throughout the Corporation’s service

area.

= Environmental Stewardship: The Corporation will act as responsible stewards over the
resources it has been asked to manage, exercising a strong commitment to energy
conservation and environmental sustainability. The Corporation will employ business

and operating practices which seek to minimize our impact on the environment.

Interrogatory #30

Reference: [1.5.2, Schedule 1.1, p. 14]

Please provide a copy of the current draft of all proposals for the recapitalization of the
amalgamated entity as described in Section 2.07 (1) (c).

Response:

The recapitaization of the amalgamated entity is provided in section 2.2 of the Merger
Participation Agreement filed in Section 1.5.2 of the Application.

Interrogatory #31

Reference: [1.5.2, Schedule 2.2, p. 1]
Please provide a copy of the draft business casereferred to in the document.
Response:

The draft business case dated September 17, 2007 is attached at Exhibit 31. The draft business
case congtituted an initial review of the transaction that served as a starting point for the parties

to begin to negotiate the Proposed Transaction.
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Question #32
Reference: [1.5.2, Schedule 5.2 (1)]

Please provide therationale for the $25.7 million dividend to the parent company of Barrie
Hydro.

Response:

It is the intention of the parties to the extent applicable to pay dividends to shareholders prior to
closing such that as of the amagamation i) the closing working capital is equa to its deemed
working capital and ii) the closing total debt is equal to agreed percentage (60.5 not to exceed
62% debt) of its rate base. The $25.7 million is the forecast dividend required along with any
closing adjustment to meet the agreed percentage.

Interrogatory #33

Reference: [City of Vaughan Minute 209, p. 5]

Please provide the original calculation of the rate impacts of har monization as set forth on
this page, showing how thefigureswerearrived at.

Response:

The minutes referred to reflect the discussion during a special City of Vaughan council meeting
(October 2, 2008) during which PowerStream provided a projected magnitude of bill impacts,

from rate changes that would likely result from harmonization for the main customer classes.
This represents the range for atypical customer based on three different scenarios.

= Typical customer is defined for residentia as having monthly consumption of 1000 kWhs

per month,
»  Generd Serviceless than 50 kW demand as having monthly consumption of 2000 kWhs,

» Generd Service greater than 50 kW demand as having monthly consumption of 80000
kWhs and peak demand of 250 kWs.

Please see Exhibit 33 for calculations of the projected magnitude of bill impacts.
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Interrogatory #34

Reference: [1.5.2, Schedule 5.2 (6)]

Please confirm that this note is being converted from one year renewable to a term
exceeding fifteen years. Please advise the fair market value interest rate for A rated debt
as of the date hereof with a fifteen-year term. Please advise why the interest rate on the
note is not being set at the market interest rate. Please confirm that, from and after the
date of closing, the interest rate that will be recoverable from ratepayers will be the fair
mar ket value interest ratefor a similar amount and term for an A rated debt.

Response:

Barrie Hydro’'s promissory note was a two year renewable note at 6.5% interest which expires
December 31, 2009. The new term will be under the same terms as the PowerStream
Shareholders note due May 31, 2024. The interest rate will be reset and adjusted from time to

time in order to reflect current market conditions.

::ODMA\PCDOCS\TOR01\3954931\2
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LETTER OF INTENT DATED JUNE 12, 2008

BETWEEN:

VAUGHAN HOLDINGS INC, (hereinafter called “VHI”)
- and —

MARKHAM ENTERPRISES CORPORATION
(hereinafter called “MEC”) -

- and —
BARRIE HYDRO HOLDINGS INC. (hereinafter called “BHHI”)
(Also referred to as the “Party or Parties” in this Agreement)

This Letter of Intent will confirm our understanding of our intention with respect fo the

proposed amalgamation of Barrie Hydro Distribution Inc. (“Barrie Hydro™) and PowerStream
Inc. (“PowerStream”).

Our mutual agreement to amalgamate Barrie Hydro and PowerStream shall be carried out

in the spirit of a cooperative partnership of our respective communities. Each of VHI, MEC and
BHHI (the “Shareholders™), shall at all times, strive to act as partners in the interest of all
communities within MergeCo service territory.

1.

1.1

1.2

2.1

Amalgamation

Subject to the terms and conditions hereof, the Shareholiders shall cause Barrie Hydro and
PowerStream to amalgamate and continue as a corporation amalgamated under the laws
of Ontario (“MergeCo”). MergeCo shall issue as fully paid and non-assessable a number
of common shares ‘to be negotiated (based on the valuation referred to in Section 1.2
below) to each of the Shareholders (cither directly or through a subsidiary) (the “Equity
Allocation™) in exchange for all of the issued and outstanding shares held by VHI and
MEC in PowerStream Inc. and the shares held by BHHI in Barrie Hydro.

Valuation

The Equity Allocation shall be assessed by an independent financial advisor (the
“Financial Advisor™) agreed upon by the JSC prior to the execution of the Amalgamation
Agreement. The valuation methodology/methodologies to be used will be mutually
agreed to by the Joint Steering Committee (“JSC”).

Amalgamation Agreement

The terms and conditions governing the proposed amalgamation are to be contained in an
agreement (the “Amalgamation Agreement”) which shall be subject in all respects to
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the mutual approval of all Parties hereto and their legal counsel. Such terms and
conditions shall include, but not be limited to:

(a) standard representations, warranties, covenants and conditions normally
associated with the amalgamation of operating businesses as going concerns,
including, without limitation, such representations and warranties as to (i) the
share capital of the amalgamating corporations, and the ownership of shares; and
(ii) financial statements, litigation (including but not limited to, litigation that may
be threatened or pending), assets, real estate, trademarks, patents, environmental
liabilities, tax liabilities, material contracts—and the absence of any material
liabilities or obligations not reflected in the financial statements of the
amalgamating corporations and other related items; survival periods and
indemnities to be negotiated.

(b) the provision for one (1) head office, and at least two (2)
operations/administration centres, one of which is to be located in the City of
Barrie.

(c) Board of Directors:

(1) the Board of Directors of MergeCo (the “Board™) shall be comprised of
13 directors; VHI shall be entitled to nominate 6 directors, MEC shall be
entitled to nominate 4 directors, and Barrie shall be entitled to nominate 3
directors.

Notwithstanding the foregoing, in the event that the relative shareholding
of BHHI is valued by the Financial Advisor (which for these purposes
shall be the mid-point of the range of value as determined by the Financial
Advisor) at less than 18% of the total shareholding, then the Board shall
be comprised of 13 directors; VHI shall be entitled to nominate 6
directors, MEC shall be entitled to nominate 5 directors, and Barrie shall
be entitled to nominate 2 directors.

The constitution of the Board shall at ali times be in accordance with
applicable laws and regulations. Each Shareholder agrees to select their
respective nominees in accordance with the agreed timelines.

(i)  The term of the Directors and their rotations shall be determined by
negotiation of the Parties.

2.2  In addition, it is contemplated that the closing provided for in the Amalgamation
Agreement will be conditional upon the following:

(a) the Parties having entered into a shareholders agreement (the “Shareholders
Agreement”) containing such provisions as are mutually satisfactory to the Parties
hereto. It is anticipated that the Shareholders Agreement will incorporate the
terms set out in Schedule “A” hereto.



2.3

2.4

3.1

(b) confirmation that there has been no material adverse change in the financial
condition of PowerStream or Barrie Hydro from that shown in the audited
financial statements and the interim statements to the date of closing of the
Amalgamation,

{c) approval of the Amalgamation and required transfer of applicable licences by the
Ontario Energy Board, provided the conditions imposed by the Ontario Energy
Board with respect to license transfers are satisfactory to the Shareholders, acting
reasonably;

(d)  the receipt of Competition Act approval and any other required governmental
approvals or consents, and expiration of all applicable waiting periods.

The obligations of the Parties under the Amalgamation Agreement will also be expressly
conditioned upon the approval of the agreement by the board of directors of
PowerStream, Barrie Hydro, and each of VHI, MEC and BHHI. The Parties also
acknowledge that the Amalgamation Agreement, or the completion of the amalgamation,
must be approved by the Parties’ respective municipal councils.

The Parties agree to use their reasonable best efforts to complete and execute the
Amalgamation Agreement on or before August 29, 2008.

Joint Steering Committee

A Joint Steering Committee (the “JSC”) comprised of four (4) members representing
each of PowerSiream and Barrie Hydro (as appointed by their respective Boards of
Directors or Shareholders), mcluding their respective CEOs, shall be formed to facilitate
any matters relating to the amalgamation, including but not limited to:

(a) Develop a more detailed Terms of Reference to guide and govern the negotiation
process leading to the formation of MergeCo;

(b) Hire  the  Financial  Advisor and agree upon a  valuation
methodology/methodologies in order to carry out an independent valuation which
would form the basis for the Equity Allocation in the Amalgamation Agreement;

(c) Conduct formal negotiations during the amalgamation process resulting in the
creation of a final Amalgamation Agreement and Sharcholders Agreement to be
presented to the Shareholders for approval; -

(d)  Report progress and all issues regarding the transaction to the respective
Boards/Shareholders:

{e) Approve all employee communications and external press‘ releases associated
with the amalgamation prior to the closing of the transaction;

H Develop a detailed implementation strategy for the amalgamation including
developing timelines and tactical plans; and



(g)

Update the Business Case for a merger.

The roles and responsibilities of the JSC are further defined in the attached Schedule “B”.

4.
4.1

4.2

Principles

MergeCo will engage in the areas of business of electricity distribution and other such
activities as permitted by the Ontario Energy Board and by the Electricity Act, 1998 (the
“Rusiness™).

The Parties agree that MergeCo will be governed taicing into account and balancing the
following principles:

a)

b)

<)

4)

g}

h)

k)

MergeCo will be a for-profit Corporation, with the primary objective of optimizing
rate of return and Shareholder value.

Operational excellence philosophy in terms of distribution system performance,
reliability, customer service and employee and community safety.

A financial and capital structure would be established consistent with industry
standards and sound financial principles in order to provide the Shareholders with
regular cash flows.

MergeCo will treat all employees in an equitable manner.

With due consideration to the optimization of financial returns and shareholder value,
MergeCo will be a facilitator for economic development in the communities it serves
and play a significant role in the communities in which it operates.

MergeCo is committed to pursuing growth opportunities in its core electricity
distribution business on a prudent and profitable basis, where it enhances MergeCo’s
strategic position, economies of scope and scale exist, and adds value to MergeCo
and its Shareholders.

The operations of MergeCo will be conducted in an efficient, effective and
commercially prudent manner.

The Corporation will have a corporate governance structure that will maintain
commercial viability while ensuring fair representation for each Shareholder,
including minority shareholders.

MergeCo will harmonize within Ontario Energy Board guidelines, its distribution
rates for customers.

Dispute resolution mechanism to be established.



5.1

5.2

6.1

6.2

6.3

6.4

Strategic Plan

The JSC shall develop a strategic direction, which shall reflect and be consistent with the
objectives and guiding principals of MergeCo., as determined by the JSC (“Strategic
Direction”) and shall be included, or referenced in the Amalgamation Agreement.
Within 12 months afler the closing ofthe Amalgamation, the Board of MergeCo, together
with the Senior Management, shall develop an Initial Strategic Plan consistent with the
Strategic Direction. The Initial Strategic Plan shall be subject to the approval of all
shareholders of MergeCo, such approval not to be unreasonably withheld.

MergeCo is committed to pursuing significant growth opportunities on a prudent and
profitable basis where it enhances MergeCo’s strategic position and enhances economies
of scope and scale. Specifically, as part of the Strategic Direction, MergeCo will pursue
opportunities for the acquisition, merger or other business arrangements with
neighbouring LDC’s within the Region of York, County of Simcoe, and Hydro One
Brampton (the “Geographic Footprint). In addition, opportunities for acquisition, merger
or other business arrangements with other LDC’s outside the Geographic Footprint will,
upon recommendation of Management, be reviewed and considered by each Shareholder
acting in good faith.

Investigation & Confidentiality

Following execution and delivery of this Letter of Intent, VHI, MEC and BHHI shall
cause each of PowerStream and Barrie Hydro, respectively, to forthwith make available
to the other and its authorized representatives all books, records, accounts, contracts, and
other data relating to operations (including data with respect to real property and the use
thereof relating to environmental matters) as shall be reasonably requested by the other
Parties, and shall fully cooperate m any investigation of the business, properties, assets
and future prospects of the other in order to enable the Parties to make an examination of
the financial position, contractual obligations and other liabilities of the other.

Prior to the parties providing the disclosure to each other as contemplated herein, each
agrees to execute and to the extent within their control to cause PowerStream and Barrie

Hydro to execute a Confidentiality Agreement substantially in the form attached hereto as
Schedule “C”.

The Parties agree to treat as confidential the specific terms of this Letter of Intent, which
shall be kept in the strictest confidence and not divulged to any unrelated third party or
used by VHI or MEC or BHHI except for purposes of the Amalgamation.

Unless and except to the extent required by law, none of the Parties will make any public
disclosure or statement regarding the transactions contemplated by this Letter of Intent
without the prior consent of the others. Where disclosure is required by law or by
appropriate regulatory authorities, the signatories hereto shall endeavour to make such
disclosure on a confidential basis, if permitted by such law or regulatory authorities. If
such public disclosure is required prior to the execution of an Amalgamation Agreement,
the Joint Steering Committee shall agree on a mutually acceptable information release. In



7.1

8.1

9.1

9.2
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any event, upon execution of the Amalgamation Agreement, the Joint Steering
Committee shall agree on a mutually acceptable press release.

Exclusive Dealings

Each of the Parties hereby agrees to negotiate exclusively and in good faith with the other
Parties, in accordance with the terms of this Letter of Intent and will not (and will ensure
that their representatives or personnel do not) discuss a similar transaction with or solicit
a proposal for a similar transaction with any third party during the period (the
“Exclusivity Period”) from the date hereof until the earlier of August 29, 2008, or such
date as the Parties, acting reasonably and in good faith, agree that an impasse in
negotiations has occurred.

If during the Exclusivity Period a Party is presented with an opportunity for the
acquisition, merger or other business arrangement with another LDC that such Party
wishes to consider, it shall provide details of such opportunity to the other Party for joint
consideration and such opportunity shall be reviewed and considered by each
Shareholder acting in good faith. However, for greater certainty, no Party shall be
obligated to proceed with such opportunity.

Closing Date

The closing of the Amalgamation shall occur within 90 days after all required regulatory
approvals have been received from the Ontario Energy Board and any other applicable
regulatory agency or such earlier or later a date as the Parties shall agree.

Letter of Intent

Except as provided in Section 10.2, this letter is intended to be and shall be construed
only as a letter of intent and no binding obligation is hereby created with respect to
anything contained in this letter of intent unless and until the Amalgamation Agreement
and Shareholder Agreement are executed and delivered and then only to the extent that
such obligations are contained in the definitive Amalgamation Agreement and
Shareholder Agreement. For greater certainty, notwithstanding anything contained
herein, no Party shall be required to enter into the Amalgamation Agreement or
Shareholder Agreement. None of the Parties will have any obligation or liability to the
other(s) for expenses (or otherwise) incurred or to be incurred by the other(s) in
connection herewith. This Letter of Intent shall not be read or construed so as to make the
Parties herein legal representatives of the other for any purpose whatsoever and no
Parties shall have the express or implied authority to bind, act for, or to create any
obligation on behalf of any other Party unless so agreed in writing.

Notwithstanding the foregoing, the obligations of the Parties under each of Sections 6.1,
6.2, 6.3, 6.4, 7.1, 9.1, 9.2, 10.1 and 10.2 shall be binding upon the Parties when this
Letter of Intent is executed and delivered.



10. Expenses and Commissions

10.1  Each ofthe Parties will pay its own expenses incurred in connection with the transactions
contemplated hereby and agrees that it has not engaged any broker or finder as to whom
the other signatories hereto would be liable for fees or other amounts.

10.2  The Parties agree that the cost of the valuation contemplated in Section 1.2 shall be a
joint benefit and obligation of Barrie Hydro and PowerStream, and as such, any costs and
expenses associated with such valuation shall be shared in a proportion equal to their
Shareholders’ respective shareholdings in MergeCo, provided that, if the proposed
amalgamation does not ocecur such costs and expenses shall be shared equally as between
Barrie Hydro and PowerSiream.

Executed and dated as of the | l day of ju,mz , 2008,

VAUGHAN HOLDINGS INC.
Per

Titie;%: Cel
Per

Name: Sasphf Vet RALCO
Title: CHafl

The foregoing letter correctly sets forth our understanding of our discussions.

DATED this [2M¥ay of Juag_. , 2008.

MARKHAM ENTERPRISES CORPORATION

N'a;ﬁe/: Dons vy Oy
Title: 5¢:,M%W/

The foregoing letter correctly sets forth our understanding of our discussions.



DATED this | day of %&L 2008.

BARRIE HYDRO HOLDINGS INC.

Per § ;;Z%;; Zi
ame: 053 Apcuék

Title: CHM AR

R
Name:\ﬁc..-{c Wenderron
Title: President ond CEQ

The foregoing letter correctly sets forth our understanding of our discussions.



SCHEDULE *A”

SHAREHOLDERS AGREEMENT

Vaughan Holdings Inc., Markham Enterprises Corporation, and Barrie Hydro Holdings Inc.
shall enter into an appropriate shareholders agreement to govern the relationship between
themselves and the manner in which MergeCo is to be operated. A Shareholder Agreement for
the new entity would also include specific protections by way of unanimous consent items,
which would include but not be limited to the following:

a)
b)
¢)
d)

g
h)

i)
k)

Approval of the initial strategic plan of MergeCo.

Any action which may lead to, or result in, a fundamental change to MergeCo.

The taking of any steps to wind up/dissolve or terminate MergeCo.

The sale, lease, exchange or disposition (other than in the ordinary course of business) of
assets of MergeCo, having a value of _% (to be negotiated) or more of the book value of

the assets of MergeCo.

Approval of the Dividend Policy, with a minimum yearly dividend issuance requirement,
subject to the provisions of the OBCA, to be negotiated.

Admission of any new shareholder, holding more than _ % (to be negotiated) of the
shares of MergeCo;

Any change in the number of Directors of MergeCo;

The incurring of an;y debt obligations in excess of an amount to be negotiated;
The amending of the Articles of Incorporation;

The amalgamation of MergeCo with any other corporation(s);

The closing of any Operations/ Administration Centre;
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SCHEDULE “B”

ROLES AND RESPONSIBILITIES OF JOINT STEERING COMMITTEE

The Joint Steering Comumittee (“JSC”) would have the mandate to:

Hire an investment banker to carry out an independent valuation which would form the
basis for the Shareholder values to be embedded in the Amalgamation Agreement;
Conduct formal negotiations during the merger process;

Develop a detailed Terms of Reference which would form the basis of the Amalgamation
Agreement.

Report progress and all issues regarding the transaction to the respective
Boards/Shareholders.

Approve all employee communications and external press releases associated with the
merger prior to the closing of the transaction;

Develop a detailed implementation strategy for the merger including developing
timelines and tactical plans.

Update the Business Case for a merger.

The President & CEOQ of PowerStream and the President and CEO of Barrie Hydro will
act as Co-Chairs.

Committee Meetings

It is anticipated that the Joint Steering Committee and the working groups will meet on a weekly
basis or so often as necessary until the closing of the merger transaction.
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SCHEDULE “C”
NON-DISCLOSURE AGREEMENT

MUTUAL NON-DISCLOSURE AGREEMENT

THIS AGREEMENT (“Agreement”) is entered into this 28" day of May, 2008 by and between
PowerStream Inc., a corporation incorporated under the laws of Ontario, having its head office
at 2800 Rutherford Road, Vaughan, Oniario L4K 2N9 ("PowerStream”) and Barrie Hydro
Distribution Inc., a corporation incorporated under the laws of Ontario having its head office at
55 Patterson Road, Barrie, Ontaric L4M 4V8 ("BHDI"). Collectively, PowerSiream and BHDI are
herein after referred to as “Party” or “Parties”, as the sense of the paragraph requires.

WHEREAS the Parties to this Agreement are Owner or Recipient, as the sense of the
paragraph requires, and they wish to disclose certain of their Confidential Information, as
defined below, for the purpose and uses recited herein.

NOW THEREFORE in order to induce such iransfer, the Parties agree as follows:

To ensure PowerStream and BHDI are able {o mutually disclose confidential information openly
to pursue a possible merger or other business combination, involving the business of Barrie
Hydro Distribution Inc. and PowerStream Inc. (the "Purpose”).

@

1. “Confidential Information” shall mean any information and dafa provided to the Recipient
by Owner hereunder, including but not iimited to proprietary, technical, developmental,
marketing, sales, operating, performance, cost, know-how, financial, business and
process information, computer programming techniques, and all record bearing media
containing or disclosing such information and technigques, which is disclosed pursuant to
this Agreement. Confidential Information shall include without limitation any drawings,
specifications, schematics, and shall further include information which, at the time of
disclosure, is designated as confidential (or like designation), is disclosed in
circumstances of confidence, or would be understood by the Parties, exercising
reasonable business judgment, to be confidential, whether disclosed or submitied, orally,
in writing, or by any other media, by Owner to Recipient. Confidential Information of
Owner may also include information disclosed to Owner by a third party.

2. To the extent the Confidential Information contains “personal information”, as defined in
the Canadian Personal Information Profection and Electronic Documents Act, as
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amended from time to time (“PIPEDA") or other applicable privacy protection laws,
codes of practice and other legal and regulatory obligations (collectively “Privacy Laws”"),
the Parties agree as follows:
a. The Parties are each responsible for complying with their respective obligations
under PIPEDA and other applicable Privacy Laws.

b, With respect to personal information about an identifiable individual provided or
otherwise made available by one Party to the other Party (*Personal
Information”), the receiving Party agrees:

i. to handle the Personal Information as specified in this Agreement;

ii. notto use the Personal Information for purposes other than the Purpose;

ii. to treat the Personal Information as “Confidential Information™ and not to
disclose the Personal Information to any third party (including affiliates)
without the prior written consent of the disclosing Party;

tv. to limit access to the Personal Information to those employees with a
need-to-know for the purpose of the Purpose; and

v. to take all such further steps as may be reasonably requested by the
disclosing Party to ensure the disclosing Parly’s compliance with
applicable Privacy Laws.

Owner agrees to make known to Recipient, and Recipient agrees to receive Confidential
Information solely for use in connection with the Purpose and for no other purposes
whatsoever. Confidential information delivered pursuant to this Agreement shall not be
used by Recipient for any purpose, except as expressly stated herein, without the
express prior written consent of Owner.

Confidential Information delivered pursuant o this Agreement:

a. shail not be copied, distributed, disclosed or disseminated outside of Recipients’
business organization, except as expressly allowed herein, in any way or form by
recipient without the express prior written consent of Owner, provided that
Recipient shall be permitted to copy, distribute, disclose or disseminate
Confidential Information to its Representatives who have a need to know the
Confidential Information in regard to the Purpose. For the purposes of this
Agreement, “Representatives” means, in respect of a Party, such Party’s
sharsholders (including the parent entities of such shareholders), its and their
respective directors, officers, employees and advisors (including financial
advisors and legal counsel) and the directors, officers and employees of any
such advisor;

b. shall be maintained in confidence using the same degree of care which Recipient
employs with respect to its own Confidential Information, but in no event
maintained with less than a reasonable standard of care as indicated by the
circumstances, and may only be disclosed to those employees of Recipient who
have a need to know same in order to use same for the Purpose, and have been
informed of the obligations of this Agreement and are subject to obligations of
confidentiality consistent herewith; and

c. shall remain the property of and be retumed to Owner (along with all copies
thereof, including all copies stored in electronic data systems) within thirty (30)
days after receipt by Recipient of a written request from Owner or upon
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expiration of this Agreement. At the conclusion of the use of Confidential
Information received from Owner, or termination of this Agreement as set forth
elsewhere in this Agreement, Recipient shall ensure that all copies of all
Confidential Information, whether or not incorporated in other programs, data
compilations, or otherwise intermingled with data not subject to this Agreement,
shall be removed from all electronic data systems and storage media.

5. The obligations of Section 4 shall not apply however to any information which:

a. is already in the public domain at the time of disclosure or later becomes
available to the public through no breach™ of this Agreement by Recipient,
provided that Confidential Information shall not be deemed to be in the public
domain merely because any part of said information is embodied in general
disclosures or because individual features, components or combinations thereof
are now or become known to the pubiic;

b. is received by Recipient independently from a third party without obligation of

confidentiality;

is independently developed by Recipient, as evidenced by its business records;

is required by law or order to be disclosed provided that in such event Recipient

shall notify Owner prior to making such disclosure fo allow Owner io assert

whatever rights may be available to it to prevent such disclosure or to obfain a

protective order; or

e. is approved for release in writing by an authorized representative of Owner,
provided that to the extent Personal information, as defined in Section 2, is
included in the Confidential Information, nothing in Section 5(a) or 5(b) shall
operate to exclude such Personal Information from protection under this
Agreement or to waive any of a Parly’s obligations associated therewith.

oo

B. Owner will at its discretion provide such of its Confidential Information to Recipient as is
required for the Purpose. Nothing in this Agreement obligates Owner to disclose any
particular Confidential Information. Notwithstanding Section 3, Recipient shall have the
right 1o refuse to accept any information under this Agreement.

7. Unless otherwise mutually agreed in wriling, Recipient's obligations hereunder with
respect to each item of Confidential Information shalt ferminate two (2) years from the
termination date of this Agreement.

8. This Agreement does not in any way bind the Parlies to enter into a business
relationship or any other transaction with each other. Unless the Parties specifically
agree otherwise in writing, neither Party will be under any legal obligation of any kind
whatsoever by virtue of this Agreement with respect to the Purpose, except for the
matters specifically agreed to in this Agreement. This Agreement does not create any
agency or partnership relationship between the Parties or authorize a Parly o use the
other Party’s name or trademarks. Subject o the obligations of this Agreement, neither
Party is precluded from independently pursuing any activities similar to or in competition
with the Purpose.
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13.

14.

15.
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Unless otherwise mutually agreed in writing, the Parties hereto shall not be obligated
under the terms hereof o compensate each other for disclosures of any information
under this Agreement and agree that no warranties of any kind are given by Owner with
respect to such information or any reliance on use thereof. OWNER HEREBY
EXCLUDES ALL REPRESENTATIONS, WARRANTIES AND CONDITIONS, EXPRESS
OR IMPLIED, |INCLUDING ANY REPRESENTATIONS, WARRANTIES OR
CONDITIONS OF ACCURACY, SUFFICIENCY, SUITABILITY OR NON-
INFRINGEMENT. OWNER SHALL HAVE NO LIABILITY WHATSOEVER FOR ANY
DAMAGES, LOSSES OR EXPENSES INCURRED BY RECIPIENT AS A RESUT OF
ITS RECEIPT OF INFORMATION PURSUANT TO THIS AGREEMENT, WHETHER
ARISING IN CONTRACT, TORT OR OTHERWISE. ~

This Agreement shall be effective as of the date recited on the first page hereof. It may
be terminated, without cause, with respect to further disclosures upon thirty {30) days
prior notice in writing. This Agreement shall automatically terminate two (2) years from
its effective date. The rights and obligations accruing prior to termination as set forth
herein, shall, however, survive the termination as specified in this Agreement.

Recipient acknowledges that a breach of this Agreement may result in irreparable and
immediate harm to Owner and agrees that Owner, in the event of such breach, in
addition to any other right or relief, shall be enfitled to equitable relief by way of
temporary or permanent injunction and to seek such other rights or remedies available
uncer this Agreement, in law or equity, including reasonable legal fees and cosis.
Recipient shall indemnify Owner against any loss, cost, expense or damage arising out
of the breach of this Agreement by Recipient or any officers, directors, partners,
affiliates, employees or agents thereof.

This Agreement constitutes the entire agreement between the Parties hereto as to the
subject matter hereof and merges all prior discussions between the Parties hereto, and
neither of the Parties hereto shall be bound by any terms, conditions, representations or
undertakings other than as expressly set forth herein.

This Agreement shall enure to the benefit of and be binding upon the Parties hereto and
their respective successors and permitted assigns, provided however that neither party
shall be entitled to assign this Agreement or any of its obligations hereunder to any other
person{s) without the prior written consent of the other Party.

This Agreement shall not be varied, altered or amended except by a document in writing
signed by all the Parties hereto.

This Agreement shall be governed by and construed in accordance with the laws of
Ontario applicable herefo.
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IN WITNESS WHEREOF the Parties hereto represent and warrant that they have the

authority to cause this Agreement to be executed by their duly authorized representatives.

POWERSTREAM INC. BARRIE HYDRO DISTRIBUTION INC.

o Z///a\,\ o Tl |

Name: Dennis Nolan Name: M. Henderson

Title: EVP Corporate Title: President & CEO

Services & Sec.



Barrie Hydro Distribution Inc.

2008 Operating Budget

Service Revenue

Gross Revenue

Transformer Discount
Other Revenue
Water & Sewer Billing
Total Revenue

Operating Costs:

Labour

Material

Equipment

Generat Administration

Other

Deduct: Overhead Allocation-Capital Projects

Sub-Total Operating Costs

Total Net Operating Costs
Sub-Total Net income

QOther Charges

Bank and Other interest

Promissory Note Interest

Depreciation & Amortization of Fixed Assets
Total Other Charges
Net income (Before Taxes)

Taxes

Net Income

(in $000's)
2008
Budget

$ 32,439

32,438

(574)
2,408
1,495

35,768

9,956
75
326
4,369
1,283

(3,247)

12,762

12,762

23,006

2,058
1,300
9,021

13,279

9,727

3,997

$ 5,730




BARRIE HYDRO DISTRIBUTION INC,
CAPITAL SPENDING COMPARISON - 2008 BUDGET

BUDGET
2008
PROJECT CAPITAL (NOT INCL SUBDIVISIONS) $ 8993415
SUBDIVISION SERVICING $ 5301476
CONTRIBUTED CAPITAL FOR SUBDIVISIONS $ (3,055,064
TOTAL PROJECT CAPITAL 3 11,244,827
PURCHASED CAPITAL $ 4445000

TOTAL $ 15,689,827



Power -
Stream

YOUR CURRENT CONNECTION

2008 Budget Operating Statement

REVENUE
Sale of Energy $507,325,156
Cost of energy 507,325,156
Distribution Services 112,681,471
Other revenue 6,579,309
119,260,780
OM&A EXPENSES:
OM&A 38,435,155
Property & Business Taxes 3,044,728
Earnings before the undernoted 77,780,897
Amortization of capital assets 31,735,892
Interest 16,175,000
29,870,005
Earnings before the undernoted 29,870,005
Unusual items - Transition costs 0
Earnings before amounts in lieu of income taxes 29,870,005
Amounts in lieu of income taxes 10,902,552
Net earnings $18,967,453
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REVENUE
Sale of Energy $507,325,156
Cost of energy 507,325,156
Distribution Services 112,681,471
Other revenue 6,579,309
119,260,780
OM&A EXPENSES:
OM&A 38,435,155
Property & Business Taxes 3,044,728
Earnings before the undernoted 77,780,897
Amortization of capital assets 31,735,892
Interest 16,175,000
29,870,005
Earnings before the undernoted 29,870,005
Unusual items - Transition costs 0
Earnings before amounts in lieu of income taxes 29,870,005
Amounts in lieu of income taxes 10,902,552
Net earnings $18,967,453
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SHAREHOLDERS AGREEMENT

THIS AGREEMENT made as of June 1, 2004
BETWEEN:

THE CORPORATION OF THE TOWN OF MARKHAM
(hereinafter referred to as “Markham”)

- and —

MARKHAM ENERGY CORPORATION
(hereinafter referred to as “MEC”)

- and -

THE CORPORATION OF THE CITY OF VAUGHAN
(hereinafter referred to as “Vaughan’)

- and -

AMALCO HYDRO DISTRIBUTION INC.
(hereinafter referred to as the “Corporation”)

WHEREAS the Corporation has been formed as of the date hereof by Certificate
of Articles of Amalgamation under the Business Corporation Act pursuant to which its
amalgamating corporations, Markham Hydro Distribution Inc., Hydro Vaughan Distribution Inc.,
and Richmond Hill Hydro Inc. have amalgamated to continue as the Corporation;

AND WHEREAS the authorized capital of the Corporation, consists of an
unlimited number of common shares, of which 1,000 are issued and outstanding;

AND WHEREAS at the date hereof all of the issued shares of the Corporation are
registered and beneficially owned by as follows:

COMMON
SHAREHOLDERS SHARES
MEC 410
Vaughan 590

AND WHEREAS the authorized capital of MEC consists of an unlimited number
of common shares, of which 1,000 are issued and outstanding and owned by Markham;
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AND WHEREAS the Shareholders and the Corporation have agreed to enter into
this Agreement as being in their respective best interests and for the purpose of providing for the
operation and growth of the Corporation;

NOW THEREFORE THIS AGREEMENT WITNESSES that in consideration of
the premises and the mutual covenants and agreements herein contained the parties hereto agree
as follows:

ARTICLE ONE
INTERPRETATION

Section 1.01 Pefinitions

In this Agreement, unless something in the subject matter or context is inconsistent
therewith:

“Accountant” means a national firm of chartered accountants which is not the Auditor;

“Affiliate Relationships Code” means Affiliate Relationships Code for Electricity Distributors
and Transmitters issued by the OEB revised November 24, 2003, as further revised and amended
from time to time;

“Agreement” means this agreement and all schedules attached hereto and all amendments made
hereto and thereto by written agreement between the Sharcholders and the Corporation;

“Amalgamation” means the amalgamation of Richmond Hill Hydro Inc., Markham Hydro
Distribution Inc. and Hydro Vaughan Distribution Inc.;

“Asset Value” means the value of all of the assets of the Corporation as discussed in the most
recent available annual audited financial statements of the Corporation;

“Auditor” means the auditor of the Corporation appointed from time to time,
“Board” means the board of directors of the Corporation;

“Business” means the distribution by the Corporation of electricity and the provision of standard
supply service to customers in the service territory permitted by the distribution licence(s) issued
by the OEB to the Corporation or its predecessors, or any other activities prescribed pursuant to
the Electricity Act;

“Business Corporations Act” means the Business Corporations Act (Ontario), as now enacted
or as the same may from time to time be amended, re-enacted or replaced,

“Business Day” means a day other than a Saturday, Sunday or statutory holiday in Ontario;

“By-Laws” means the general by-law of the Corporation, a copy of which is annexed hereto as
Schedule “C”;

“Capital Call” has the meaning set out in Section 3.08;
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“Communication” has the meaning set out in Section 5.08;

“Common Shares” means the common shares of the Corporation issued and outstanding from
time to time;

“distribute” and “distributor” have the meanings ascribed thereto in the Electricity Act and
“distributing” and “distribution” have the corresponding meanings;

“Electricity Act” means the Electricity Act 1998 (Ontario), as now enacted or as the same may
from time to time be amended, re-enacted or replaced, and any regulations thereunder;

“Information” has the respective meaning set out in Section 4.01;

“Markham Option” has the meaning set out in Section 3.10;

“Merger Agreement” means that certain Merger Agreement dated as of the 1" day of March,
2004 among Markham, MEC, Vaughan, Richmond Hill Hydro Inc., Markham Hydro
Distribution Inc. and Hydro Vaughan Distribution Inc.;

“Notice” has the meaning set out in Section 3.03(1);

“QEB” means the Ontario Energy Board,

“Offered Shares” has the respective meanings set out in Section 3.03(1) and 3.05(1);

“Offeree” and “Offerees” have the respective meanings set out in Section 3.03(2), 3.04(1) and
3.05(1),

“Offeror” has the respective meanings set out in Section 3.03(1), 3.04(1)and 3.05(1);

“Ontario Energy Board Act” means the Ontario Energy Board Act, 1998 (Ontario), as now
enacted or as the same may from time to time be amended, re-enacted or replaced, and any
regulations thereunder;

“PCBs” means polychlorinated biphenyls;

“Participating Municipalities” means Markham and Vaughan, collectively, and “Participating
Municipality” means any one of them;

“Person” includes an individual, corporation, partnership, trust, unincorporated association,
organization, syndicate, executor, administrator or other legal or personal representative;

“Prospective Purchaser” has the meaning set out in Section 3.03(5);
“Purchase Price” has the meaning set out in Section 3.03(1);

“Shareholders” means Markham and MEC on the one hand, and Vaughan and Vaughan Holdco
on the other hand, together with such other persons as may acquire Shares and become parties to
this Agreement, collectively, and “Shareholder” means any one of such persons individually;
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“Qhares” means the shares of the Corporation that the Shareholders at the date hereof or
hereafter may beneficially own;

«Standstill Period” has the meaning ascribed thereto in Section 3.06;

“Strategic Plan” means the strategic plan for the Corporation approved pursuant to subsection
2.06(r), establishing the Corporation’s terms and conditions for growth and expansion on a
prudent and profitable basis through enhancing the Corporation’s strategic position and
economies of scope and scale; and

“Vaughan Holdco” has the meaning ascribed thereto in subsection 3.01.

Section 1.02 Sections and Headings

The division of this Agreement into Articles and Sections and the insertion of headings
are for the convenience of reference only and shall not affect the construction or interpretation of
this Agreement. The terms “this Agreement”, “hereof”, “hereunder” and similar expressions
refer to this Agreement and not to any particular Article, Section or other portion hereof and
include any agreement or instrument supplemental or 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 Agreement.

Section 1.03 Number

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.

Section 1.04 Accounting Principles

Wherever in this Agreement reference is made to generally accepted accounting
principles, such reference shall be deemed to be the generally accepted accounting principles
from time to time approved 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 accepted accounting principles.

Section 1.05 Sharehelder Agreement

To the extent that this Agreement specifies that any matters relating to the Corporation
may only be, or shall be dealt with or approved by, or shall require action by the Shareholders,
the discretion and powers of the directors of the Corporation to manage and to supervise the
management of the business and affairs of the Corporation with respect to such matters are
correspondingly restricted. For greater certainty, the parties agree that this Agreement is
intended to operate as a unanimous shareholders agreement with respect to the Corporation,
within the meaning of the Business Corporations Act.
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ARTICLE TWO
MANAGEMENT

Carrying out of the Agreement

The Shareholders shall at all times carry out and cause the Corporation to carry out the
provisions of this Agreement in furtherance of the Business.

Section 2.02

Idem

The Corporation confirms its knowledge of this Agreement and shall carry out and be
bound by the provisions of this Agreement to the full extent that it has the capacity and power at

law to do so.

Section 2.03

M

)

€)

(4)

Directors

The Board shall consist of ten directors, six of whom shall be nominees
designated by Vaughan, and four of whom shall be nominees designated by
Markham. The Chairperson and Vice-Chairperson of the Board shall be
designated by the ten directors. The Chairperson will not have a second or
casting vote. The Chairperson and Vice-Chairperson of the Board shall each be
elected for a term of three years, and nominees of one Shareholder shall not hold
both positions at any one time.

The nominee directors designated by Vaughan and Markham shall be independent
and qualified, to the extent prescribed in the Affiliate Relationships Code. All
such independent directors shall be appointed for staggered terms of either two or
three years, provided that each of the directors to be elected as Chairperson and
Vice-Chairperson of the Board shall be appointed as a director for a three year
term.

All directors of the Corporation shall act honestly and in good faith with a view to
the best interests of the Corporation and shall exercise the care, diligence and skill
that a reasonably prudent person would exercise in comparable circumstances.
Each Shareholder agrees to nominate individuals to act as directors who, in its
reasonable judgment, are able meet this standard of care and who have
appropriate skills and experience.

In addition to the requirements of the Business Corporations Act or any other
requirements outlined in this Agreement, the Shareholders will give due regard to
the qualifications of candidates and ensure that the Board possesses qualifications
that will contribute to the success of the Business including:

(a) knowledge of the electricity industry;
(b) regulatory knowledge;

{c) experience with corporate finance; and



&)

@)

(7

8

9

(10)

-6 -

(d)  business management experience.

Each Shareholder entitled herein to nominate a director of the Corporation agrees
in good faith, and shall use its best efforts, to ensure that it is represented at all
meetings of the shareholders and directors of the Corporation to ensure that the
quorum requirements for such meetings are met.

Mectings of the Shareholders and Board shall be held at the head office of the
Corporation or such other location as the Board may determine from time to time.

Subject to the provisions of the Business Corporations Act, each Shareholder shall
be entitled in its discretion to remove one or more of the directors nominated by it
and to nominate and have elected a successor or successors, as the case may be,
by providing a direction in writing to the Corporation and each other Shareholder.
Upon the resignation or removal of a director, the Shareholder that nominated
such director shall use reasonable efforts to obtain and deliver to the Corporation
a written resignation from such director in a form satisfactory to the Corporation.

Seven directors in attendance at a meeting of the Board shall constitute a quorum,
provided that two nominee directors of each Shareholder are in attendance. If a
quorum of directors is not present within 30 minutes after the time appointed for a
meeting of the Board, the meeting shall be adjourned to such date, not less than
five and not more than 15 Business Days subsequent to the date originally set for
the meeting, as the directors present at the meeting may determine. Such
directors shall provide at least two Business Days’ prior written notice of the
adjourned meeting to the other directors. If a quorum is not present at such
adjourned meeting, the Secretary of the Corporation shall promptly give notice to
the directors and the Shareholders of a further adjourned meeting to be held on the
fifth Business Day following the date on which the first adjourned meeting was to
be held, and the Shareholders shall cause their respective nominee directors to
attend such further adjourned meeting. Five directors in attendance will constitute
a quorum at such further adjourned meeting.

In the event of any vacancy occurring on the Board by reason of the death,
disqualification, inability to act or resignation of any director (the “Former
Director”), the Shareholder that nominated the Former Director shall nominate
another individual to replace the Former Director in order to fill such vacancy as
soon as reasonably possible, and the Shareholders shall vote their Common
Shares in favour of the appointment of such nominee.

The Board shall meet at least once during each calendar quarter at a time to be
determined by the Chairperson of the Board. Any one or more of the directors
may participate in a meeting of the Board by a telephonic or video device that
permits all participants in the meeting to communicate with each other
simultaneously and instantaneously, and such participation shall be deemed to
constitute attendance at the meeting for the purposes of this Agreement. The
Chairperson may determine that any meeting of the Board shall be held by
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telephone or videoconference. In accordance with the By-laws, each director
shall be notified in writing of the time and place of the meeting and of the matters
to be considered. Additional meetings of the Board may be called by any two
directors by providing notice in writing to every other director containing the
information required and the notice required for a regularly scheduled meeting of
the Board. A director may waive notice of any meeting of the Board by an
instrument in writing delivered to the Secretary of the Corporation.

The remuneration of the members of the Board for their respective services as
directors will be as determined by the Shareholders from time to time. Each
director shall be entitled to be reimbursed for reasonable and documented out-of-
pocket expenses incurred in connection with his or her attendance at meetings, or
otherwise being engaged in the business, of the Board.

Auditor and Financial Reporting

The Shareholders shall appoint the Auditor as provided in Section 2.06.

The financial year end of the Corporation shall be December 31. The initial fiscal
period of the Corporation shall be the period from the date of this Agreement
through December 31, 2004. Audited annual financial statements for the
Corporation shall be presented to the Shareholders and the directors of the
Corporation no later than 120 days after the financial year end of the Corporation.
Unaudited quarterly financial statements for the Corporation shall be presented to
the directors of the Corporation no later than 60 days after the end of each
applicable quarter.

Offices

The head office and registered office of the Corporation shall be located in one of the
municipalities where the Business is conducted. In addition, the Corporation shall maintain two
operation centres within such municipalities, together with two storefront customer service
centres, one to be located in each of Markham and Vaughan, Ontario.

Section 2.06

M

Approval of Matters by the Sharcholders

In addition to the requirements of the Business Corporations Act, none of the
following actions shall be taken by the Corporation, as applicable, unless both of
the Shareholders consent to such action by an instrument or instruments in
writing:

(a) any action which may lead to or result in a fundamental change in the
nature of the Business of the Corporation;

(b) the taking of any steps to wind-up, dissolve or terminate the corporate
existence of the Corporation;
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the entering into of an amalgamation, merger, acquisition or consolidation
with any other body corporate or the establishment or sale of any
subsidiary by the Corporation (the “Action”), provided that Shareholder
approval for an Action on behalf of the Corporation shall be forthcoming
without delay from the Shareholders if the Action meets all of the
following criteria:

i) it is consistent with the Corporation’s Strategic Plan;
i) it meets the risk profile as defined in the Strategic Plan;
ifi) it does not materially impair the credit rating of the Corporation;

iv) it does not require a contribution of equity capital to the
Corporation by either Shareholder; and

v} the proposed transaction meets the minimum rate of return as
defined with reference to either internal rate of return or return on
equity as prescribed in the Strategic Plan;

the entering into of any Action which requires a contribution of equity
capital by either Shareholder;

excepting the admission of any new Shareholder in connection with an
Action where such new Shareholder will hold not more than 20% of the
issued and outstanding Common Shares, the admission of any new
Shareholder, but such consent shall not be unreasonably withheld if the
admission is consistent with the Strategic Plan;

the sale, lease, exchange or disposition (other than in the ordinary course
of Business) of assets of the Corporation having a value of 20% or more of
the Asset Value;

any other change in the issued and outstanding share capital of the
Corporation,

the appointment and any change of Auditor;

approval of the dividend policy approved by the directors pursuant to
Section 2.07(1){c);

any name change of the Corporation or re-branding of the Corporation;

the entry by the Corporation into a transaction with a Shareholder, a
related party of a Shareholder or a related party of the Corporation, where
“related party” has the meaning attributed to such term in the Income Tax
Act (Canada);
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the making of any Capital Call;
any change in the articles of the Corporation or By-laws;

the Corporation entering into any agreement other than in the ordinary
course of Business;

except for any Action not requiring a contribution of equity capital by
either Shareholder, the making or incurring of any single capital
expenditure by the Corporation in excess of, or a purchase of assets by the
Corporation having a value in excess of, 10% of the Asset Value, or any
capital expenditures or purchases of assets which, in the aggregate, are in
excess of 25% of the Asset Value in any financial year of the Corporation;

except for any Action not requiring a contribution of equity capital by
either Shareholder, or as contemplated in the Strategic Plan, the entering
into of a partnership, joint venture or any other arrangement for the
sharing of profits or union of interests under which the Corporation could
become jointly and severally liable with any other Person;

the entering into of any swap or derivative transaction by the Corporation
or any agreement in connection therewith; and

the approval of the Strategic Plan, with both Shareholders acting
reasonably.

Each Shareholder agrees to use its reasonable best efforts, in good faith, to ensure
that it is duly represented at all Shareholder meetings.

Objectives and Guiding Principles

The parties recognize the following as the objectives and guiding principles of the
Corporation:

(@)

(b)

Business: The Corporation will engage only in the Business.

The Corporation will, on an annual basis update and revise the Strategic
Plan to reflect business opportunities available, consistent with the Ontanio
Energy Board Act and all other regulatory requirements, which builds
upon its excellence in electricity distribution.

In all cases, business expansion will only occur where there is a valid
business case which demonstrates that the project will add value to the
Corporation and the Shareholders.

For-Profit Corporation: The Corporation will be a for-profit
corporation, with the objective of providing a maximum rate of return and
maximizing Sharcholder value. Subject to OEB approval, the maximum
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rate of return sought by the Corporation will be achieved as soon as
practical.

Dividends and Capital Structure: The Board will establish policies to
develop and maintain a financial and capitalization structure for the
Corporation consistent with industry standards and sound financial
principles in order to provide the Shareholders with regular dividend
and/or interest payments consistent with the preceding paragraph. In
regard to the foregoing, the Board will, no later than 90 days after the
Amalgamation, present for the approval of the Shareholders policies
regarding the payment of dividends to the Shareholders and regarding the
appropriate capital structure for the Corporation including any proposals
for the recapitalization of the Corporation including possibilities for using
third party financing.

Customers: The customers of the Corporation are the operational priority
of the Corporation. The Corporation will provide a reliable, effective and
efficient electricity distribution system.

Employees: The Corporation will treat all employees in a fair and
equitable manner. The Corporation will develop with its employees a
shared commitment towards high customer service, improved productivity
and workplace safety.

The Corporation will ensure that all staff understand the Corporation’s
business plan and direction, and that they have the skill required to fulfil
their part in achieving those goals.

Community: The Corporation will be an integral participant and play a
significant role in the local community in which it operates. The
Corporation will strive to be a good corporate citizen and a facilitator of
economic development throughout the Corporation’s service area. The
Corporation shall not facilitate economic development in a way that would
favour one community over another, or discriminate against any
community within the Corporation’s service area.

Founding Shareholders: This Agreement has been entered into in the
spirit of a mutually cooperative partnership of the Shareholders. The
Shareholders shall at all times in carrying out their rights, duties and
obligations hereunder strive to act fairly and equitably in the interest of all
of the communities within the Corporation’s service area.

Growth: The Corporation is committed to pursuing significant growth
opportunities on a prudent and profitable basis where it enhances the
Corporation’s strategic position and economies of scope and scale.
Specifically, the Corporation will pursue opportunities for the acquisition,
merger or other business arrangements with neighbouring local
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distribution companies within and around the Greater Toronto Area, all in
a manner consistent with the foregoing objectives and principles.

Reliability and Planning: The Corporation shall implement a
comprehensive review of planning standards and recommend the desired
standards and practices to be followed by the Corporation on a unified
basis. The review shall give due consideration to service reliability, cost,
and risks. The recommended planning standard shall be presented to the
Board for consideration and, if appropriate, approval.

PCB Remediation: The Corporation shall forthwith implement a
comprehensive PCBs remediation program to be completed on or before
August 31, 2007. Such program shall include identification, checking and
sampling of all transformer and other equipment for PCBs contamination
in excess of 50 ppm. All transformer and other equipment above this
range shall be removed from service and the PCBs contaminants will be
disposed of in accordance with applicable provincial regulation.

Shareholder Debt Prepayment: If the Board determines that it is in the
best interest of the Corporation to prepay or redeem any outstanding debt
owing to Shareholders, the Corporation’s offer of prepayment shall be
made to each Shareholder on an equitable basis.

The Shareholders, the directors and management of the Corporation, in exercising
their respective rights and duties, shall do so in a manner consistent with these
objectives and guiding principles.

Officers

The officers of the Corporation, until changed by the Board, shall consist of the

Office Cfficer

President and Chief Executive Officer  Brian Bentz

Executive Vice President and Chief Milan Bolkovic
Operating Officer

Executive Vice President — Corporate  Dennis Nolan
Services and Secretary

Executive Vice President and Chief John Glicksman
Financial Officer

Executive Vice President — Asset Jack Dinsdale
Management
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Section 2.09 Shareholder Representatives

Each of Vaughan and Markham, in its capacity as a Shareholder, shall designate
its Mayor as its legal representative (the “Shareholder Representative”) for purposes of providing
any consent or approval required by this Agreement or the Business Corporations Act. If the
Mayor is unable or unwilling to act as the Shareholder Representative, the Chief Administrative
Officer (or the individual who performs the equivalent duties) shall be the Sharcholder
Representative for purposes of this Agreement and of the Business Corporations Act unless such
Shareholder determines otherwise. Markham and Vaughan shall designate its Shareholder
Representative (by proxy duly completed in accordance with the Business Corporations Act) as
its representative to attend and vote at any meeting of the Shareholders.

ARTICLE THREE
DEALING WITH SHARES

Section 3.01 No Transfer of Shares; Vaughan Holdco

(1) Except as expressly provided for in this Article Three, a Shareholder shall not
sell, transfer, assign, pledge, charge, mortgage or in any other way dispose of or
encumber its Shares or its rights under this Agreement without first complying
with all of the provisions of this Agreement unless, prior to the disposition or
encumbrance of their Shares, the other Sharcholder has consented in writing to
such disposition or encumbrance, and the transferee agrees in writing to be bound
by the provisions of this Agreement.

(2)  The provisions of this Article Three shall apply mutatis mutandis to any proposed
sale, transfer, assignment, pledge, charge, mortgage or other disposition or
encumbrance of any or all of the issued and outstanding share capital in (i) MEC
owned by Markham, and (i1} Vaughan Holdco owned by Vaughan.

(3) It is further acknowledged that Vaughan may at any time, without the consent of
Markham or MEC, transfer all of its Shares to a wholly-owned subsidiary
corporation ("Vaughan Holdco") constituted for the purpose of owning all of the
Shares in the Corporation owned directly by Vaughan, in a similar manner to the
ownership structure presently implemented by MEC and Markham. Vaughan
shall use its best efforts to implement Vaughan Holdco on a basis such that the
transfer of Vaughan’s Shares to Vaughan Holdco is exempt from tax, and with no
adverse tax effect to the Corporation. As a condition precedent to such transfer,
Markham shall be entitled to receive evidence satisfactory to it, acting reasonably,
that such transfer is exempt from tax and has no adverse tax effect to the
Corporation as aforesaid. The Parties shall then execute such documents as may
be necessary to give effect to the transfer of Shares by Vaughan to Vaughan
Holdco, and Vaughan Holdco shall have executed a counterpart of this Agreement
agreeing to be bound hereby as if it were an original party hereto to the same
extent as MEC. Vaughan hereby covenants and agrees to use its best efforts to
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expeditiously make all necessary applications and obtain all necessary consents
and approvals to the creation and implementation of Vaughan Holdco on a tax-
exempt basis as aforesaid. Forthwith upon receipt of all necessary consents and
approvals to the creation of Vaughan Holdco, Vaughan shall complete the transfer
of its Shares to Vaughan Holdco as aforesaid.

Endorsement on Certificates

Share certificates of the Corporation shall bear the following language either as an
endorsement or on the face thereof:

Section 3.03

M

2

(3)

“

“The shares represented by this certificate are subject to all the
terms and conditions of a shareholders agreement made as of
June 1, 2004, a copy of which is on file at the registered office of
the Corporation.”

Right of First Offer

Any Shareholder (hereinafter in this Section 3.03 referred to as the “Offeror”)
who desires to sell all of its Shares (hereinafter in this Section 3.03 referred to as
the “Offered Shares™) shall give notice of such proposed sale (hereinafter in this
Section 3.03 referred to as the “Notice”) to the Corporation and to the other
Shareholder and shall set out in the Notice the terms upon which and the price at
which it desires to sell the Offered Shares (such price being hereinafter in this
Section 3.03 referred to as the “Purchase Price”). A Shareholder selling Shares
under this Section 3.03 must sell all, and not less than all, of its Offered Shares,
unless the other Shareholder otherwise agrees.

Upon the Notice being given, the other Shareholder (hereinafter in this Section
3.03 sometimes referred to as the “Offeree”) shall have the right to purchase all,
but not less than all, of the Offered Shares for the Purchase Price.

Within 120 days after having been given the Notice, the Offeree, if 1t desires to
purchase the Offered Shares shall give notice to the Offeror and to the
Corporation. If the Offeree is willing to purchase all, but not less than all, of the
Offered Shares, the transaction of purchase and sale shall be completed in
accordance with the terms set out in the Notice.

If the Offeror makes default in transferring the Offered Shares to the Offeree in
accordance with the terms set out in the Notice, the Secretary of the Corporation
is authorized and directed to receive the purchase money and to thereupon cause
the name of the Offeree to be entered in the registers of the Corporation as the
holders of the Shares purchasable by it. The said purchase money shall be held in
trust by the Corporation on behalf of the Offeror and not commingled with the
Corporation’s assets, except that any interest thereon shall be for the account of
the Corporation. The receipt by the Secretary of the Corporation for the purchase
money shall be a good discharge to the Offeree and, after its name has been
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entered in the registers of the Corporation in exercise of the aforesaid power, the
validity of the proceedings shall not be subject to question by any Person. On
such registration, the Offeror shall cease to have any right to or in respect of the
Offered Shares except the right to receive, without interest, the Purchase Price
received by the Secretary of the Corporation.

If the Offeree does not give notice in accordance with the provisions of Section
3.03(3) that it is willing to purchase all of the Offered Shares, the rights of the
Offeree, subject as hereinafter provided, to purchase the Offered Shares shall
forthwith cease and determine and the Offeror may sell the Offered Shares to any
person (the “Prospective Purchaser”) within four months after the expiry of the
120 day period specified in Section 3.03(3), for a price not less than the Purchase
Price and on other terms no more favourable to the Prospective Purchaser than
those set forth in the Notice, provided that the Prospective Purchaser agrees prior
to such transaction to be bound by this Agreement and to become a party hereto in
place of the Offeror with respect to the Offered Shares. If the Offered Shares are
not sold within such four month period on such terms, the rights of the Offeree
pursuant to this Section 3.03 shall again take effect and so on from time to time.
The four month period referred to herein may be extended for an additional four
month period to permit any required approvals to be obtained if the Offeror has
made, and is making, good faith efforts to obtain such regulatory approvals.

Buy-Sell Agreement

Provided that no prior notice has been given pursuant to Section 3.03 which
affects either the Offeror or the Offeree (as defined below) and for which all
applicable time periods (as set forth below) have not elapsed, one shareholder (in
this Section, the “Offeror”) shall be entitled to give written notice (in this
Section, the “Offer”) to the other Shareholder (in this section, the “Offeree”),
stating that the Offeror offers unconditionally either:

(a) to purchase all of the Shares of the Offeree; or
(b) to sell all of the Offeror’s Shares to the Offeree,

for a specified cash purchase price per Share to be paid in full by certified cheque
or wired funds on closing.

The Offer so given shall be irrevocable by the offeror for a period of 120 days
from the date of its receipt by the Offeree. Any acceptance of the Offer shall
specify a closing date which shall be 30 days after acceptance of the Offer. The
30 day period referred to herein may be extended for an additional period of not
more than 60 days, or such longer period as is reasonably required to permit any
required approvals to be obtained if the purchasing party has made, and is
making, good faith efforts to obtain such regulatory approvals.  The Offer shall
not state or be deemed to state any other terms, with the exception of
representations and warranties from the seller as to (i) registered and beneficial
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ownership of its Shares, free and clear of any pledge, lien, charge or encumbrance
whatsoever, (ii) no requirement for any third party consent to the transfer of such
Shares, and (iii) the absence of any injunction or order which would prevent the
transfer of such Shares. The Offeree shall be entitled, at any time during the
period of 120 days following the receipt of the Offer, to give to the Offeror a
written acceptance of either:

(a) the Offer to purchase mentioned in this Section, in which case the Offeror
shall purchase all of the Offeree’s Shares; or

(b)  the Offer to sell mentioned in this Section, in which case the Offeror shall
sell to the Offeree all of its Shares,

in either case upon the terms as provided in this Section 3.04. Upon receipt of
such acceptance by the Offeror, the Offeror and the Offeree shall be bound to
complete such purchase and sale in accordance with such terms. If the Offeree
shall fail to accept the Offer within the said period, the Offeree shall be deemed
conclusively to have accepted the Offer to purchase mentioned in this Section and
shall be bound to sell its Shares to the Offeror in accordance with the terms of the
Offer.

Call Right
If:

(a) a Shareholder makes an assignment for the benefit of creditors or is the
subject of any proceedings under any bankruptcy or insolvency law or
takes steps to wind-up or terminate its corporate existence or has the
shares in its capital realized upon by an encumbrancer; or

)] a Shareholder defaults in any material respect in the performance of its
obligations hereunder and fails to remedy such default within thirty (30)
days of being advised in writing of same by the other Sharcholder; or

(<) a Shareholder has all or any portion of its Shares realized upon by an
encumbrancer; or

(d) a Shareholder fails to subscribe to or take up common shares as required
by a Capital Call made in accordance with the provisions in Section 3.08;

the Sharcholder to whom such event has not occurred (hereinafter in this Section 3.05
referred to as the “Offeree”) shall have the right, but not the obligation, to purchase all,
but not less than all, of the Shares beneficially owned by the Shareholder with respect to
whom such event has occurred (the “Offeror”) (hereinafter in this Section 3.05 referred
to as the “Offered Shares”).

2

The Offeree shall be entitled to purchase the Offered Shares at the price to be
determined in accordance with the provisions of Section 3.05(4).
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The right of a Shareholder to purchase Shares of the other Sharcholder as a result
of a default is without prejudice to any other rights or remedies the purchasing
Shareholder may have in equity or at law in respect of such default.

The price of the Offered Shares shall be the fair market value of such Shares,
using a discounted cash flow analysis, as determined by the Accountant in
accordance with generally accepted accounting principles as at the end of the
fiscal quarter of the Corporation immediately preceding the fiscal quarter in
which the event referred to in Section 3.05(1) occurred. Such determination shall
be made in writing and given to all of the Shareholders and to the Corporation
within 30 days after the date of the event referred to in Section 3.05(1) or as soon
thereafter as may be reasonably possible. In the event of a failure to subscribe to
a Capital Call referred to in Section 3.05(1)(d), the purchase price shall be
reduced by the amount of the deficiency in the Capital Call contribution.

For the purpose of determining such fair market value, the Accountant may
appoint, at the expense of the Corporation, an independent valuer or appraiser to
assist the Accountant in such determination. The report of the Accountant, when
delivered to the Shareholders and to the Corporation, shall be conclusive and
binding upon all parties.

Within 45 days after having been given the Accountant’s report of the fair value
of the Offered Shares, the Offeree, if it desires to purchase all of the Offered
Shares shall give notice to such effect to the Offeror, and to the Corporation. If
the Offeree is willing to purchase all, but not less than all, of the Offered Shares,
the transaction of purchase and sale shall be completed within 30 Business Days
after the expiry of the 45 day period specified in this Section 3.05(6). The
transaction shall be completed at the Corporation’s registered office where
delivery of the Offered Shares shall be made by the Offeror with good title, free
and clear of all liens, charges and encumbrances, against payment by certified
cheque or wire transfer by the Offeree.

If the Offeror makes default in transferring the Offered Shares to the Offeree as
provided for in this Section 3.05, the Secretary of the Corporation is authorized
and directed to receive the purchase money and to thereupon cause the name of
the Offeree to be entered in the registers of the Corporation as the holder of the
Shares purchasable by it. The said purchase money shall be held in trust by the
Corporation on behalf of the Offeror and not commingled with the Corporation’s
assets, except that any interest accruing thereon shall be for the account of the
Corporation. The receipt by the Secretary of the Corporation for the purchase
money shall be a good discharge to the Offeree and, after their name has been
entered in the register of the Corporation in exercise of the aforesaid power, the
validity of the proceedings shall not be subject to question by any person. On
such registration, the Offeror shall cease to have any right to or in respect of the
Offered Shares except the right to receive, without interest, the purchase price
received by the Secretary of the Corporation.
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Section 3.06 Standstill Period and Dispute Resolution

(1) Notwithstanding any other provision of this Agreement, the provisions of
Sections 3.03 and 3.04 shall be ineffective and unenforceable until the later of (i)
24 months following the date of this Agreement, and (ii) the date that Vaughan
Holdco becomes the owner of all of the Shares owned by Vaughan (the
“Standstill Period”).

(2} During the Standstill Period only, all disputes, disagreements, controversies,
questions or claims between the Parties to this Agreement arising out of or
relating to this Agreement, including with respect to its formation, execution,
validity, application, interpretation, performance, breach, termination or
enforcement (collectively, “Disputes”) shall be determined in accordance with
Schedule B, which sets out the sole and exclusive procedure for the resolution of
Disputes during the Standstill Period (except as expressly provided for herein).
The resolution of Disputes during the Standstill Period only pursuant to the terms
of Schedule B shall be final and binding upon the Parties to this Agreement, and
there shall be no appeal therefrom, including, without limitation, any appeal to a
court on a question of law, a question of fact, or a question of mixed fact and law.

Section 3.07 Pledge of Shares

No Sharcholder may pledge, charge, mortgage or otherwise specifically encumber its
Shares for the purpose of securing any borrowings by such Shareholder or any other reason,
unless the other Shareholder first provides its consent thereto, and any such pledgee
acknowledges to the parties to this Agreement in writing that the pledge, charge, mortgage or
encumbrance of such Shares shall at all times be subject to all the terms and conditions of this
Agreement, including the prohibition against pledging, charging or mortgaging or otherwise
encumbering such Shares contained in Section 3.01 except as permitted pursuant to this Section
3.07.

Section 3.08 Capital Calls

(1) If requested by the Shareholders as evidenced by a resolution of the Shareholders
in accordance with Section 2.06(1)(1), the Sharcholders shall each contribute
additional capital to the Corporation, pro rata based upon the Sharcholders’
respective interests, by way of subscription for common shares (hereinafter in this
Section 3.08 referred to as the “Capital Call”). The Price of such shares to be
issued shall be determined by the Board. Shares shall be taken up by a
Shareholder within ten Business Days of the subscription date as determined by
the Shareholders.

(2)  The failure of a Sharcholder to comply with a Capital Call is an event of default
under the Agreement. A Shareholder that defaults according to this Section 3.08
may have its Shares purchased in accordance with the provisions in Section 3.05.
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Section 3.09 Exclusivity of Sections

Each of Section 3.03, 3.04 and 3.05 are exclusive and the provisions thereof may only be
relied upon by any party hereto if the provisions of one or the other of such Sections are not at
the same time being relied upon by the same or another party hereto.

Section 3.10 Markham Option

Vaughan hereby grants to and in favour of MEC the option, from and after the date
hereof, to acquire as treasury shares from the Corporation up to an additional two per cent of all
of the issued and outstanding Shares after giving effect to exercise of such option (the “Markham
Option”). The Markham Option shall be exercisable by MEC concurrently with the
implementation by the Corporation of (i) any Action requiring a contribution of equity capital to
the Corporation from the Shareholders, (as approved by the Shareholders in accordance with
subsection 2.06(1)(d)), or (ii) any other acquisition of an unrelated body corporate or other
unrelated entity (or the assets of such an unrelated entity outside the ordinary course of business)
not requiring a contribution of equity capital to the Corporation from the Shareholders. The
Markham Option shall be in accordance with the following terms and conditions:

(D if in connection with an Action requiring a contribution of equity capital from the
Shareholders;

(@)  MEC shall provide notice of its intent to exercise such Markham Option,
in whole or in part, on or before the delivery of Markham’s approval of an
Action pursuant to subsection 2.06(1)(d);

(b) the Markham Option shall be exercised by MEC contributing equity
capital to the Corporation to finance the Action in excess of its
proportionate funding obligation calculated with regard to its
proportionate ownership of Shares;

(c) MEC shall confirm in its notice of intent to exercise the Markham Option
and with regard to the proposed Action, the amount of disproportionate
equity capital it desires to contribute to the Corporation in exercise of the
Markham Option;

(d)  the purchase price for Shares to be issued from treasury of the Corporation
to MEC pursuant to exercise of the Markham Option (the “Markham
Option Exercise Price”) shall be based upon MEC’s excess capital
contribution as confirmed and contributed by MEC pursuant to subsection
3.10(1)(c) above and determined in accordance with the pricing
mechanism appended hereto as Schedule “A”;

(e} concurrent with the additional equity capital contributions from the
Shareholders and completion of the Action, the Corporation shall issue
from treasury to MEC free and clear of all pledges, liens, charges or
encumbrances, the Shares so acquired by MEC in exercise of the
Markham Option,;
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(f) for greater certainty, if MEC exercises the Markham Option, the amount
of equity contribution payable by MEC to the Corporation to finance the
Action that has triggered the Markham Option shall be determined on the
basis that MEC’s purchase of the Shares from the Corporation has been
completed immediately before the determination of the issue price of the
additional shares of the Corporation, if any, issuable pursuant to such
Action;

(g except for changes required to give effect to the new proportionate
ownership of Shares, no other amendments or modifications to this
Agreement shall be required or implemented by the parties as a result of
any exercise of the Markham Option as aforesaid.

if in connection with an acquisition by the Corporation of an unrelated body
corporate or other entity (or the assets of such an unrelated entity outside the
ordinary course of the Corporation’s business) not requiring a contribution of
equity capital from the Shareholders:

(a) MEC shall provide notice of its intent to exercise such Markham Option,
in whole or in part, on or before approval by the Board of such
acquisition,

(b) the Markham Option shall be exercised by MEC making payment to the

Corporation in accordance with the pricing mechanism appended hereto as
Schedule “A”,

(c) concurrent with payment by MEC and completion of the acquisition, the
Corporation shall issue from treasury to MEC free and clear of all liens,
charges or encumbrances, the Shares so acquired by MEC in exercise of
the Markham Option;

(d) except for changes required to give effect to the new proportionate
ownership of Shares, no other amendments or modifications to this
Agreement shall be required or implemented by the parties as a result of
any exercise of the Markham Option as aforesaid.

Transfer Taxes

A Shareholder selling Shares to any person, shall, if allowed by the Electricity
Act and any other applicable law, only claim and credit against any transfer tax
payable by it pursuant to Section 94(1) of the Electricity Act, a proportion of the
credits available at such time pursuant to Section 94(4) of the Electricity Act
arising from payments in lieu of taxes, or otherwise, that is pro rata to that number
of Shares it holds in the Corporation to all the outstanding Shares of the
Corporation.

In the event that any transfer of Shares results in tax being exigible from the
Corporation, whether transfer tax, income tax, capital tax or other, all such tax
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shall be an expense to the selling Shareholder who shall indemnify the
Corporation with respect thereto.

A Shareholder selling Shares to any person shall, if so permitted by the Electricity
Act, or any other applicable law, pay all transfer taxes payable under the
Electricity Act, in respect of such sale such that the sale shall not be void.

ARTICLE FOUR
CONFIDENTIALITY AND NON-COMPETITION

Confidentiality
Each Shareholder acknowledges and agrees that:

(a) in its capacity as a shareholder of the Corporation, each Shareholder has
acquired, and will have access to and be entrusted with information:

1) concerning the names and addresses of the customers of the
Corporation; and

ii) relating generally to the Business and the affairs of the
Corporation.

All such information, whether provided in oral, written or electronic
format being hereinafter collectively referred to as the “Information”,
provided that “Information” will not include any such information which
is or become generally available to the public other than through a breach
of this Agreement,

(b)y  the right to maintain confidential such Information and the right to
preserve the Corporation’s goodwill constitute proprietary rights which the
Corporation is entitled to protect; and

(9] disclosure of any of the Information to present or future competitors of the
Corporation or to the general public could be highly detrimental to the best
interests of the Corporation.

Accordingly, each Shareholder covenants and agrees with the Corporation and
with each other Shareholder that:

(a) it will not, while it is a Shareholder, or at any time thereafter without the
prior written authorization of the Corporation and every other Shareholder,
which may be unreasonably withheld, disclose any Information to any
person or entity, nor shall it use the same for any purposes other than those
of the Corporation. The provisions of this subsection 4.01(2)(a) shall not
apply to the communication of any Information to the Participating
Municipalities, subject to such communication being conveyed in camera;
and
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during the time it is a Sharcholder it will not anywhere within the
municipalities of Richmond Hill, Markham and Vaughan (collectively, the
“Territory”), either singly or in partnership or jointly or in conjunction
with any person or Persons, whether as principal, agent, consultant,
shareholder, or in any other manner whatsoever, directly or indirectly,
carry on or be engaged in or concerned with or interested in, or advise,
acquire an interest in, or permit its name or any part thereof to be used or
employed by an association, syndicate or corporation engaged in or
concerned with or interested in, any activity which requires a licence
under Section 57(a) of the Ontario Energy Board Act 1998, unless the
consent of the other Shareholder has first been obtained, which consent
will not be unreasonably withheld.

Section 4.02 Exclusion

(1)

Notwithstanding Section 4.01 each Shareholder may communicate Information if
the disclosure of same is required by applicable law, governmental rule or
regulation, subpoena or order of any court or governmental agency, provided that

it shall;

@)
(b)

(c)

promptly notify the other Shareholder,

consult with the other Shareholder on the advisability of taking steps to
resist or narrow such requirement; and

if disclosure is required or deemed desirable, cooperate with the other
Shareholder in any attempt to obtain an order or other assurance that such
Information will be accorded confidential treatment.

ARTICLE FIVE
GENERAL

Section 5.01 Benefit of the Agreement

This Agreement shall enure to the benefit of and be binding upon the respective
successors and permitted assigns of the parties hereto.

Section 5.02 Entire Agreement

This Agreement, together with the Merger Agreement, 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 hereto with respect thereto. There
are no representations, warranties, terms, conditions, undertakings or collateral agreements,
express, implied or statutory, between the parties other than as expressly set forth in this
Agreement and the Merger Agreement.
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Section 5.03 Amendments and Waivers

No amendment to this Agreement shall be valid or binding unless set forth in writing and
(i) either duly executed by all of the parties hereto, or (ii) at a meeting of Shareholders duly
called for the purpose of considering the proposed amendment, all of the votes are cast in favour
of the action, in which event the amendment shall be deemed to be duly executed by all of the
parties hereto. 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.

Section 5.04 Assignment

Except as may be expressly provided in this Agreement and in particular Section 3.01,
none of the parties hereto may assign its rights or obligations under this Agreement without the
prior written consent of all of the other parties hereto.

Section 5.05 Termination
(1) This Agreement shall terminate upon:
(a) the written agreement of all of the Shareholders;

(b) the dissolution or bankruptcy of the Corporation or the making by the
Corporation of an assignment under the provisions of the Bankruptcy and
Insolvency Act, or

(c) one Shareholder becoming the beneficial owner of all of the Shares.
Section 5.06 Severability

If any provision of this Agreement 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.

Section 5.07 Notices

Any demand, notice or other communication (hereinafter in this Section 5.08 referred to
as a “Communication”) to be given in connection with this Agreement shall be given in writing
and may be given by personal delivery, by registered mail or by transmittal by facsimile
transmission addressed to the recipient as follows:

To:  Markham or MEC
8100 Warden Avenue
Markham, Ontario
L3R 8H7

Attention: Town Solicitor
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Phone No.:  (905) 513-4113
Fax No.: (905) 513-4134

To:  Vaughan or Vaughan Holdco
2141 Major Mackenzie Drive
Vaughan, Ontario
L6A IT1

Attention: City Manager (with respect to Vaughan)

Attention: City Solicitor (with respect to Vaughan Holdco)

Fax No.: (905) 832-8538
With a copy to:

2800 Rutherford Road

Vaughan, Ontario

L4K 2N9

Attention: Brian Bentz

Phone No.: (905) 417-6901

Fax No.: (905) 303-2006
To:  The Corporation

2800 Rutherford Road

Vaughan, Ontario

L4K 29N

Attention: Chief Executive Officer

Phone No.:  (905) 417-6901
Fax No.: (905) 303-2006

or such other address, fax number or individual as may be designated by notice by any party to
the other. Any Communication given by personal delivery shall be conclusively deemed to have
been given on the day of actual delivery thereof and, if given by registered mail, on the third
Business Day following the deposit thereof in the mail and, if given by facsimile transmission,
on the day of transmitta} thereof. If the party giving any Communication knows or ought
reasonably to know of any difficulties with the postal system which might affect the delivery of
mai}, any such Communication shall not be mailed but shall be given by personal delivery or by
facsimile transmission.
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Section 5.08 Governing Law

This Agreement shall be governed by and construed in accordance with the laws of the
Province of Ontario and the laws of Canada applicable therein.

IN WITNESS WHEREOF the parties have executed this Agreement.

THE CORPORATION OF THE TOWN OF MARKHAM

Per:
Name: Donald Cousens, Mayor

Per:
Name: Sheila Birrell, Town Clerk

MARKHAM ENERGY CORPORATION

Per:
Name: Donald Cousens, Director

Per:
Name: Robert Lyew, Treasurer

THE CORPORATION OF THE CITY OF VAUGHAN

Per:
Name: Michael DeAngelis

Per:
Name: Brian Bentz

AMALCO HYDRO DISTRIBUTION INC.

Per:
Name: Brian Bentz, President and CEO

Per:
Name: Dennis Nolan, Executive Vice-
President - Corporate Services
and Secretary




SCHEDULE “A”

MARKHAM OPTION EXERCISE FORMULA
Equity Purchase Calculation (8 Millions)

1% of Equity = $3.40 M compounded annually at the rate of 6%

Accordingly, by way of example, the amount payable in each 12-month period for
the 60 months beginning on the date of this Agreement is as follows:

First 12 months $3.40M
Second 12 months $3.60 M
Third 12 months $3.82 M
Fourth 12 months $4.05 M
Fifth 12 months $4.29M

The amount payable in subsequent years would be calculated pursuant to the formula.



Arbitration

1.

SCHEDULE “B”

DISPUTE RESOLUTION DURING STANDSTILL PERIOD
(SECTION 3.06)

Any dispute between the Shareholders, arising during the Standstill Period which touches
upon the construction, meaning, or interpretation of this agreement or the rights and
liabilities of the parties to the Agreement shall be subject to arbitration pursuant to the
Arbitrations Act, 1991 (Ontario) and as provided in this Schedule and the decision of the
arbitral tribunal shall be final and binding as between the parties hereto and shall not be
subject to appeal.

Any arbitration to be carried out under Section 3.06(2)Section 3.06(2) shall be subject to
the following provisions, namely:

()

(b

(c)

The Shareholder desiring arbitration shall nominate one arbitrator and shall notify
the other Shareholder hereto of such nomination. Such notice shall set forth a
brief description of the matter submitted for arbitration (and, if appropriate, the
paragraph of the Agreement pursuant to which such matter is so submiited). Such
other party shall, within 30 days after receiving such notice, nominate an
arbitrator and the two arbitrators shall select a third person as an arbitrator and as
chairman of the arbitral tribunal to act jointly with them. If said arbitrators shall
be unable to agree on the selection of such chairman, the chairman shall be
appointed by a Judge of the Superior Ontario Court of Justice upon the
application of either Shareholder.

The arbitration shall take place in either the Town of Markham or the City of
Vaughan and the chairman shall fix the time and place for the purpose of hearing
such evidence and representations as the Shareholders may present and, subject to
the provisions hereof, the decisions of the arbitrators and chairman or of any two
of them in writing shall be binding upon all the parties to the Agreement both in
respect of procedure and the conduct of the Shareholders during the arbitration
proceedings and the final determination of the issues therein. Said arbitrators and
chairman shall, after hearing any evidence and representations that the
Shareholders may submit, make their decision and reduce the same to writing and
deliver one copy thereof to each of the parties to the Agreement. The majority of
the chairman and arbitrators may determine any matters of procedure for the
arbitration not specified herein.

If the Sharcholder receiving the notice of the nomination of an arbitrator by the
Sharcholder desiring arbitration fails within the said 30 days to nominate an
arbitrator, then the arbitrator nominated by the Sharcholder desiring arbitration
may proceed alone to determine the dispute in such manner and at such time as he
shall think fit and his decision shall, subject to the provisions hereof, be binding
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upon all parties to the Agreement.

(d)  Notwithstanding the foregoing, the arbitration may be carried out by a single
arbitrator if the Shareholders so agree, in which event the provisions of this
paragraph shall apply, mutatis mutandis.

(e} The cost of the arbitration shall be borne by the parties to the Agreement as may
be determined by the arbitrators.

(H Insofar as it does not conflict with the provisions of this Schedule, the
Arbitrations Act, 1991 (Ontario) shall be applicable to arbitration held under this
Schedule and the arbitrators shall have jurisdiction to do all acts and make such
orders as provided in such Act.

Submission to arbitration pursuant to the provisions of this Schedule and the obtaining of
the decision of the arbitration tribunal on the matters and claims in dispute shall be a
condition precedent to the bringing of any action at law or suit in equity with respect to
this agreement.

For certainty, the failure or refusal of a director to give his or her approval to any matter
or proposal coming before the directors of the Corporation, as well as the failure or
refusal of a Shareholder to give its approval to any matter or proposal requiring its
approval under the Agreement or under the Business Corporations Act (Ontario), shall
not be the subject-matter of arbitration under Section 3.06(2).
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BY-LAW 1
ARTICLE ONE

INTERPRETATION

Definitions: In this by-law and all other by-laws, unless the context otherwise

"Act" means the Business Corporations Act (Ontario) or any successor statute, as
amended from time to time, and the regulations thereunder;

"board" means the board of directors of the Corporation, and includes the sole
director when the required number of directors is one;

"by-laws" means all by-laws of the Corporation from time to time in effect;
"Corporation" means Amalco Hydro Distribution Inc.;

"Director” means the Director appointed under the Act;

"directors" means directors of the Corporation,;

"holiday” means Sunday and any other day that is a holiday as defined in the
Interpretation Act (Ontario) or any successor statute, as amended from time to
time;

"meeting of shareholders” includes an annual meeting of shareholders, a special
meeting of sharcholders and a meeting of the holders of any class or series of
shares of the Corporation;

"person” includes an individual, body corporate, sole proprietorship, partnership,
syndicate, an unincorporated association or organization, joint venture, trust,
employee benefit plan, government or any agency or political subdivision thereof,
and a natural person acting as irustee, executor, administrator or other legal
representative;

"recorded address” means, with respect to a single shareholder, his latest address
as recorded in the securities register of the Corporation; with respect to joint
sharcholders, the first address appearing in the securities register in respect of
their joint holding; and with respect to any other person, but subject to the Act, his
latest address as recorded in the records of the Corporation or otherwise known to
the secretary;

"signing officer” means, in relation to any contract or document, any one of the
persons authorized to sign the same on behalf of the Corporation by this by-law or
by a resolution passed pursuant to it;
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O subject to the foregoing, words and expressions that are defined in the Act have
the same meanings when used in the by-laws; and

(m) words importing the singular include the plural and vice-versa, words importing
any gender include the masculine, feminine and neuter genders, and headings are
for convenience of reference only and shall not affect the interpretation of the by-
laws.

Section 1.02 Unanimous Shareholder Agreement and Articles Govern: Notwithstanding
any provision of this or any other by-law, where any such provision conflicts with a unanimous
shareholder agreement or the articles, the unanimous sharcholder agreement or articles, as the
case may be, shall govern.

ARTICLE TWO

BUSINESS OF THE CORPORATION

Section 2.01 Registered Office: The registered office of the Corporation shall be located at
such address within the requisite municipality or geographic township as the board may
determine from time to time.

Section 2.02 Seal: The Corporation may have a seal in such form as the board may determine
from time to time.

Section 2.03 Financial Year: The financial year of the Corporation shall end on such day of
the year as the board may determine from time to time.

Section 2.04 Execution of Instruments: Contracts or documents requiring execution by the
Corporation may be signed as follows: when only one person is elected or appointed as an
officer and as the director of the Corporation, by that person; and when two or more persons are
elected or appointed as officers or directors of the Corporation, by any two of the persons
holding the office of Chairman of the Board, President, Executive Vice-President, or by one
person holding any one of those offices and by another person holding the office of Secretary,
Treasurer, Controller, Assistant Secretary, Assistant Treasurer or any other office the holder of
which has been designated as a signing officer by the board. All contracts or documents so
signed shall be binding upon the Corporation without further authorization or formality.
However, the board may direct from time to time the manner in which and the person by whom
any particular contract or document or class of contracts or documents may or shall be signed.
Any officer of the Corporation may affix the seal, if any, of the Corporation to any contract or
document, and may certify a copy of any resolution or of any by-law or contract or document of
the Corporation to be a true copy thereof. Subject to the provisions of this by-law relative to
share certificates and to the Act, and if authorized by the board, the corporate seal, if any, of the
Corporation and the signature of any signing officer may be mechanically or electronically
reproduced upon any contracts or documents of the Corporation. Any such facsimile signature
shall bind the Corporation notwithstanding that any signing officer whose signature is so
reproduced may have ceased to hold office at the date of delivery or issue of such contracts or
documents. The term "contracts or documents” shall include deeds, mortgages, hypothecs,
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charges, conveyances, transfers and assignments of property (real or personal, immovable or
movable, legal or equitable), agreements, releases, receipts and discharges for the payment of
money, share certificates and other securities, warrants and all instruments in writing.

Section 2.05 Exercise of Corporation's Voting Rights: Except as otherwise directed by the
board, the persons authorized to sign contracts or documents on behalf of the Corporation may
execute and deliver instruments of proxy and may arrange for the issuance of voting certificates
or other evidence of the right to exercise the voting rights attaching to any securities held by the
Corporation and such instruments, certificates or other evidence shall be in favour of such person
as may be determined by the signing officers. However, the board may direct from time to time
the manner in which and the person by whom any particular voting rights may or shall be
exercised.

Section 2.06 Banking Arrangements: The banking business of the Corporation shall be
transacted with such banks, trust companies or other persons as the board may designate from
time to time and all such banking business shall be transacted on behalf of the Corporation by
such persons and to such extent as the board may determine from time to time.

Section 2.07 Charging Power: Without restricting any of its powers, whether derived from
the Act or otherwise, the board may from time to time, without further authorization of the
shareholders, mortgage, hypothecate, pledge or otherwise create a security interest in all or any
present or future, real or personal, immovable or movable, legal or equitable property of the
Corporation (including without limitation its book debts, rights, powers, franchises and
undertaking) for any purpose whatsoever.

ARTICLE THREE

DIRECTORS

Section 3.01 Powers of the Board of Directors: Subject to any unanimous shareholder
agreement, the board of directors shall manage or supervise the management of the business and
affairs of the Corporation.

Section 3.02 Qualifications: No person shall be a director if the person is not an individual or
is less than 18 years of age or is bankrupt or is found by a court to be of unsound mind. Except
as permitted by the Act a majority of the directors shall be resident Canadians but when the
required number of directors is two, only one of them need be a resident Canadian. Whenever
the Corporation has an audit committee, a number of directors being sufficient to form a majority
of the committee shall not be officers or employees of the Corporation or its affiliates.
Whenever the Corporation is offering its securities to the public, at least one-third of the
directors shall not be officers or employees of the Corporation or of any affiliate of the
Corporation.

Section 3.03 Number and Quorum of Directors: The number of directors, including the
number to be elected at the annual meeting, shall be ten. The number of directors from time to
time required to constitute a quorum for the transaction of business at a meeting of the board
shall be 50% of the number of directors so fixed or determined at that time (or, if that is a
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fraction, the next larger whole number of directors). Reference is made to sections 3.08 and
3.13.

Section 3.04 Election and Term: Directors shall be elected to hold office for a term or terms
respectively expiring at the close of the second or third annual meeting of shareholders following
their election or when their successors are duly elected. The term of office of a director who is
elected for a term that is not expressly stated expires at the close of the second annual meeting of
shareholders following his election or when his successor is duly elected. The incumbent
directors continue in office until their respective successors are duly elected, unless their
respective offices are earlier vacated. A director ceases to hold office when he dies, resigns, is
removed or ceases to be qualified to be a director or when his successor is duly elected.

Section 3.05 Resignation: A director may resign his office by delivering or sending his
resignation in writing to the Corporation and such resignation shall be effective when 1t is
received by the Corporation or at such time as may be specified in the resignation, whichever is
later.

Section 3.06 Removal: Subject to the Act, the sharcholders entitled to elect a director may, by
resolution at a meeting of shareholders, remove any director from office and may at the same
meeting fill the vacancy created by such removal, failing which the vacancy may be filled by the
remaining directors if a quorum of the board remains in office.

Section 3.07 Statements: A director who resigns or who learns of a meeting of shareholders
called for the purpose of removing him from office or a meeting of shareholders or directors at
which another person is to be elected or appointed a director in his stead may submit to the
Corporation a written statement giving the reasons for his resignation or the reasons why he
opposes the proposed action. The secretary shall in accordance with the Act send a copy of such
statement to every shareholder entitled to receive notice of meetings of shareholders and to the
Director.

(1) Vacancies: Notwithstanding vacancies but subject to the Act, the remaining
directors may exercise all the powers of the board as long as a quorum of the
board remains in office.

Section 3.08 Calling Meetings: Meetings of the board shall be held from time to time at such
places within or outside Ontario (or by such communications facilities as are permitted by law)
on such days and at such times as the chairman of the board, the managing director, the president
if a director, a vice-president who is a director or any two directors may determine, and the
secretary shall give notice of any such meeting when directed by the person calling it as
aforesaid. In any financial year of the Corporation a majority of the meetings of the board may
be held within or outside Canada.

Section 3.09 Notice: Notice of the time and of the place or manner of participation for every
meeting of the board shall be sent to each director not less than 48 hours (excluding Saturdays
and holidays) if the meeting is held in Ontario, or 96 hours (excluding Saturdays and holidays)
otherwise, before the time of the meeting. A meeting of the board may resume without further
notice following an adjournment if the time and place for resuming the meeting are announced at
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the meeting prior to the adjournment. Reference is made to Article Ten.

Section 3.10 First Meeting of New Board: Each newly constituted board may hold its first
meeting without notice for routine organizational purposes on the same day as the meeting of
sharcholders at which such board is elected.

Section 3.11 Regular Meetings: The board may appoint a day or days in any months for
regular meetings of the board to be held at a place or by communications facilities and at an hour
to be named. A copy of any resolution of the board fixing the time and place or manner of
participation for such regular meetings shall be sent to each director forthwith after being passed
and to each director elected or appointed thereafter, but no other notice shall be required for any
such regular meeting.

Section 3.12 Canadian Majority: No business other than the filling of a vacancy on the board
shall be transacted at a meeting of the board unless a majority of the directors present are
resident Canadians, except as permitted by the Act or where a resident Canadian director who is
unable to be present approves in writing or by telephone or other communication facilities the
business transacted at the meeting and a majority of resident Canadian directors would have been
present had that director been present at the meeting.

Section 3.13 Meetings by Telephone: If all the directors present at or participating in the
meeting consent (which consent may be given at any time), a meeting of the board may be held
by means of such telephone, electronic or other communication facilities as permit all persons
participating in the meeting to communicate with each other simultaneously and instantaneously,
and each director participating in such a meeting by such means shall be deemed to be present at
the meeting.

Section 3.14 Chairman; The chairman of the board, or in his absence the vice-chairman, or in
his absence the president if a director, or in their absence a vice-president who is a director, shall
be chairman of any meeting of the board. If no such officer is present, the directors present shall
choose one of their number to be chairman of the meeting.

Section 3.15 Voting: At all meetings of the board every question shall be decided by a
majority of the votes cast on the question. In case of an equality of votes the chairman of the
meeting shall not be entitled to a casting vote.

Section 3.16 Signed Resolutions: When there is a guorum of directors in office, a resolution
in writing signed by all the directors entitled to vote thereon at a meeting of the board or any
committee thereof is as valid as if passed at such meeting. Any such resolution may be signed in
counterparts and if signed as of any date shall be deemed to have been passed on such date.

Section 3.17 Remuneration: Directors may be paid such remuneration for acting as directors
and such sums in respect of their out-of-pocket expenses incurred in performing their duties as
the board may determine from time to time. Any remuneration or expenses so payable shall be
in addition to any other amount payable to any director acting in another capacity.
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ARTICLE FOUR

COMMITTEES OF THE BOARD

Section 4.01 Audit Committee: The board may and where required by the Act shall appoint
from among its number an audit committee composed of such number of directors, being not less
than three, as the board may determine from time to time. Except as permitted by the Act a
majority of the members of the audit committee shall be resident Canadians and shall not be
officers or employees of the Corporation or of any affiliate of the Corporation. The audit
committee shall review the annual financial statements of the Corporation and report thereon to
the board of directors before such financial statements are approved by the board, and may
exercise any other powers lawfully delegated to it by the board under the Act.

Section 4.02 Other Committees: From time to time the board may also appoint from among
its number one or more other committees, a majority of each of which shall be resident
Canadians except as permitted by the Act. Each committee may exercise those powers lawfully
delegated to it by the board under the Act.

Section 4.03 Procedure: The members of each committee shall hold office while directors
during the pleasure of the board or until their successors shall have been appointed. The board
may fill any vacancy in a committee from among the directors. Unless otherwise determined by
the board, each committee may fix its quorum, elect its chairman and adopt rules to regulate its
procedure. Subject to the foregoing, the procedure of each committee shall be governed by the
provisions of this by-law which govemn proceedings of the board so far as the same can apply
except that a meeting of a committee may be called by any member thereof (or by any member
or the auditor, in the case of the audit committee), notice of any such meeting shall be given to
cach member of the committee (or each member and the auditor, in the case of the audit
committee) and the meeting shall be chaired by the chairman of the committee or, in his absence,
some other member of the committee. Each committee shall keep records of its proceedings and
transactions and shall report all such proceedings and transactions to the board in a timely
manner.

ARTICLE FIVE

OFFICERS

Section 5.01 Appointment of Officers: From time to time the board may appoint a chairman
of the board, a vice-chairman, a president, one or more vice-presidents (to which title may be
added words indicating seniority or function), one or more general managers (to which title may
be added words indicating seniority or function), a secretary, a treasurer, a controller and such
other officers as the board may determine, including one or more assistants to any of the officers
so appointed. One person may hold more than one office. Except for the chairman of the board,
the officers so appointed need not be directors.

Section 5.02 Appointment of Non-Officers: The board may also appoint other persons to
serve the Corporation in such other positions and with such titles, powers and duties as the board
may determine from time to time.
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Section 5.03 Terms of Employment: The board may settle from time to time the terms of
employment of the officers and other persons appointed by it and may remove at its pleasure any
such person without prejudice to his rights, if any, to compensation under any employment
contract. Otherwise each such person shall hold his office or position until he resigns or ceases
to be qualified for his office or position or until his successor is appointed.

Section 5.04 Powers and Duties of Officers: The board may from time to time specify the
duties of each officer, delegate to him powers to manage any business or affairs of the
Corporation (including the power to sub-delegate) and change such duties and powers, all insofar
as not prohibited by the Act. To the extent not otherwise so specified or delegated, and subject
to the Act, the duties and powers of the officers of the Corporation shall be as follows:

(2)

(b)

(c)

(d

(¢)

Chairman of the Board: The chairman of the board shall, when present, preside at
all meetings of the board and the shareholders.

President: The president shall exercise the powers and discharge the duties of that
office, except that the president shall not preside at a meeting of the board if he is
not a director. The president shall also be the chief operating officer of the
Corporation and shall have, subject to the authority of the board, general
management and direction of the operations of the Corporation.

Executive Vice-President: Each vice-president shall exercise such powers and
discharge such duties as the chief executive officer may prescribe from time to
time. During the absence or disability of the president and when no president is
appointed his powers may be exercised and his duties may be discharged by the
executive vice-president, or if there are more than one, by an executive vice-
president in order of seniority (as determined by the board), except that no
executive vice-president shall preside at a meeting of the board if he is not a
director.

Vice-President: Each Vice-President shall have, subject to the authority of the
board and the supervision of the chief executive officer, general supervision of the
business and affairs of the Corporation related to his function and the power to
appoint and remove any and all employees and agents of the Corporation related
to his function who are not appointed by the board and to settle the terms of their
employment and remuneration. In addition he shall exercise such other powers
and discharge such other duties as the chief executive officer may prescribe from
time to time.

Secretary: The secretary shall attend and act as secretary of all meetings of the
board, its committees and shareholders. He shall send or cause to be sent all
notices and documents the Corporation is required to send to shareholders,
directors, the auditor, the Director and governmental or regulatory bodies or
agencies. He shall prepare or cause to be prepared all lists of shareholders and all
registers and records (other than accounting records) required under the Act and
shall be the custodian of all books, papers, records, documents and other
instruments belonging to the Corporation except to the extent that some other
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person has been appointed for that purpose, and of the stamp used for affixing the
corporate seal, if any, of the Corporation. He shall also exercise such other
powers and discharge such other duties as the chief executive officer may
prescribe from time to time.

44 Treasurer: The treasurer, under the direction of the board, shall control the
deposit of money, the safekeeping of securities and the disbursement of funds of
the Corporation. Whenever required he shall render to the board an account of his
transactions as treasurer and report to and advise the board on the financial
position and requirements of the Corporation and the results of its operations.
During the absence or disability of the controller and when no controller has been
appointed, the treasurer shall exercise the powers and discharge the duties of that
office. He shall also exercise such other powers and discharge such other duties
as the chief executive officer may prescribe from time to time. If there is no vice-
president, finance, the treasurer shall be the chief financial officer of the
Corporation.

(g) Controller: The controller shall have charge of and cause to be kept adequate
accounting records in which shall be recorded all receipts and disbursements of
the Corporation in accordance with all applicable laws. He shall advise the board
on the accounting procedures and methods used by the Corporation and shall
exercise such other powers and discharge such other duties as the chief executive
officer may prescribe from time to time.

(h) Other Officers: The powers and duties of all other officers of the Corporation
shall be such as the terms of their engagement call for or as the chief executive
officer may prescribe from time to time. Any of the powers and duties of an
officer to whom an assistant has been appointed may be exercised and discharged
by such assistant, unless the board or the chief executive officer otherwise directs.

Section 5.05 Agents and Attorneys: The board or any officer designated by it may from time
to time appoint agents or attorneys for the Corporation in or out of Canada with such lawtul
powers (including the power to sub-delegate) as may be thought fit.

ARTICLE SIX

CONDUCT OF DIRECTORS AND OFFICERS AND INDEMNITY

Section 6.01 Standard of Care: Every director and officer of the Corporation in exercising
his powers and discharging his duties shall act honestly and in good faith with a view to the best
interests of the Corporation and shall exercise the care, diligence and skill that a reasonably
prudent person would exercise in comparable circumstances.

Section 6.02 Disclosure of Interest: A director or officer who now or in future 1s a party to, or
is a director or officer of or has an interest in another person who is a party to, any existing or
proposed material contract or transaction with the Corporation shall in accordance with the Act
disclose in writing to the Corporation or request to have entered in the minutes of meetings of the
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board the nature and extent of his interest. Except as permitted by the Act a director so
interested shall not vote on any resolution to approve such contract or transaction. A general
notice to the board by a director or officer that he is a director or officer of or has a material
interest in a person and is to be regarded as interested in any contract made or transaction entered
into with that person is a sufficient disclosure of interest in relation to any contract or transaction
so made or entered into.

Section 6.03 Effect of Disclosure: Where the Corporation enters into a material contract or
transaction with a director or officer (or with another person of which a director or officer 1s a
director or officer or in which he has a material interest) the director or officer is not accountable
to the Corporation or the shareholders for any profit or gain realized from the contract or
transaction and the contract or transaction is neither void nor voidable, by reason only of that
relationship (or by reason only that the director is present at or is counted to determine the
presence of a quorum at the meeting of directors that authorized the contract or transaction), if
the director or officer disclosed his interest in the manner referred to above and the contract or
transaction was reasonable and fair to the Corporation at the time it was so authorized.

Notwithstanding the foregoing, a director or officer, acting honestly and in good
faith, is not accountable to the Corporation or the shareholders for any profit or gain realized
from any such contract or transaction by reason only of his holding the office of director or
officer, and the contract or transaction, if it was reasonable and fair to the Corporation at the time
it was approved, is not by reason only of the director's or officer's interest therein void or
voidable, if the contract or transaction is confirmed or approved by at least two-thirds of the
votes cast at a special meeting of the shareholders duly called for that purpose and the nature and
extent of the director's or officer's interest in the contract or transaction are disclosed in
reasonable detail in the notice calling the meeting or in an information circular relating thereto,
or if the contract or transaction is confirmed or approved by a signed special resolution of the
shareholders and the nature and extent of the director's or officer's interest in the contract or
transaction are disclosed in reasonable detail to the shareholders signing such resolution before it
is signed.

Section 6.04 Indemnity: Every person who at any time is or has been a director or officer of
the Corporation or who at any time acts or has acted at the Corporation's request as a director or
officer of a body corporate of which the Corporation is or was a shareholder or creditor, and the
heirs and legal representatives of every such person, shall at all times be indemnified by the
Corporation in every circumstance where the Act so permits or requires. In addition and without
prejudice to the foregoing and subject to the limitations in the Act regarding indemnities in
respect of derivative actions, every person who at any time is or has been a director or officer of
the Corporation or properly incurs or has properly incurred any liability on behalf of the
Corporation or who at any time acts or has acted at the Corporation’s request (in respect of the
Corporation or any other person), and his heirs and legal representatives, shall at all times be
indemnified by the Corporation against all costs, charges and expenses, including an amount
paid to settle an action or satisfy a fine or judgment, reasonably incurred by him in respect of or
in connection with any civil, criminal or administrative action, proceeding or investigation
(apprehended, threatened, pending, under way or completed) to which he is or may be made a
party, or in which he is or may become otherwise involved, by reason of being or having been
such a director or officer or by reason of so incurring or having so incurred such liability or by
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reason of so acting or having so acted (or by reason of anything alleged to have been done,
omitted or acquiesced in by him in any such capacity or otherwise in respect of any of the
foregoing), and all appeals therefrom, if:

(a) he acted honestly and in good faith with a view to the best interests of the
Corporation; and

(b)  in the case of a criminal or administrative action or proceeding that 1s enforced by
a monetary penalty, he had reasonable grounds for believing his conduct was
lawful.

Nothing in this section shall affect any other right to indemnity to which any person may be or
become entitled by contract or otherwise, and no settlement or plea of guilty in any action or
proceeding shall alone constitute evidence that a person did not meet a condition set out in clause
(a) or {(b) of this section or any corresponding condition in the Act. From time to time the board
may determine that this section shall also apply to the employees of the Corporation who are not
directors or officers of the Corporation or to any particular one or more or class of such
employees, either generally or in respect of a particular occurrence or class of occurrences and
either prospectively or retroactively. From time to time thereafter the board may also revoke,
limit or vary such application of this section.

Section 6.05 Limitation of Liability: So long as he acts honestly and in good faith with a
view to the best interests of the Corporation, no person referred to in section 6.04 (including, to
the extent it is then applicable to them, any employees referred to therein) shall be liable for any
damage, loss, cost or liability sustained or incurred by the Corporation, except where so required
by the Act.

Section 6.06 Insurance: Subject to the Act, the Corporation may purchase liability insurance
for the benefit of any person referred to in section 6.04.

ARTICLE SEVEN
SHARES

Section 7.01 Issue: Subject to the articles, the board may issue all or from time to time any of
the authorized and unissued shares in the capital of the Corporation to such persons and for such
consideration as the board shall determine. No share shall be issued until the Corporation has
received the requisite consideration for it in compliance with the Act.

Section 7,02  Commissions: From time to time the board may authorize the Corporation to pay
a reasonable commission to any person in consideration of his purchasing or agreeing to
purchase shares of the Corporation from the Corporation or from any other person, or in
consideration of his procuring or agreeing to procure purchasers for such shares.

Section 7.03 Share Certificates: Every shareholder is entitled at his option to a share
certificate that complies in the Act and states the number, class and series designation, if any, of
shares held by him as appears on the records of the Corporation, or a non-transferable written
acknowledgement of his right to obtain such a share certificate. However, the Corporation is not
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bound to issue more than one share certificate or acknowledgement in respect of shares held
jointly by several persons, and delivery of such certificate or acknowledgement to one of such
persons is sufficient delivery to all of them. Share certificates and acknowledgements shall be in
such forms as the board shall approve from time to time and, unless otherwise ordered by the
board, shall be signed like a contract or document and need not be under corporate seal.
However, certificates representing shares in respect of which a transfer agent has been appointed
shall be signed manually by or on behalf of such transfer agent and other share certificates and
acknowledgements shall be signed manually by at least one signing officer.

Section 7.04 Replacement of Share Certificates: The board may prescribe either generally or
in a particular case the conditions, in addition to those provided in the Act, upon which a new
share certificate may be issued in place of any share certificate which is claimed to have been
lost, destroyed or wrongfully taken, or which has become defaced.

Section 7.05 Transfer Agent: From time to time the board may appoint or remove a trustee,
transfer agent or other agent to keep the securities register and the register of transfers, one or
more persons or agents to keep branch registers, and a registrar, trustee or agent to maintain a
record of issued security certificates and warrants. Subject to the Act, one person may be
appointed for purposes of the foregoing in respect of all securities and warrants of the
Corporation or any class thereof.

Section 7.06 Registration of Transfer: No transfer of shares need be recorded in the register
of transfers except upon presentation of the certificate representing such shares endorsed by the
appropriate person under the Act, together with reasonable assurance that the endorsement is
genuine and effective, and upon compliance with such restrictions on transfer, if any, as are
authorized by the articles and effective against the transferee, upon satisfaction of any debt for
which the Corporation has a lien on the shares that is effective against the transferee, and upon
compliance with all other conditions set out in the Act.

Section 7.07 Lien for Indebtedness: Except when the Corporation has shares listed on a stock
exchange recognized by the Ontario Securities Commission, the Corporation shall have a lien on
the shares registered in the name of a shareholder or his legal representative for any debt of the
shareholder to the Corporation. Subject to the Act, the Corporation may enforce such lien
without notice or liability by (i) refusing to register a transfer of any such shares until the debt is
paid, (ii) setting off against the debt any dividends or other distributions payable on any such
shares, (iii) redeeming any such shares, if redeemable, and applying the redemption price less
costs of redemption to the debt, (iv) purchasing any such shares and applying the purchase price,
less any taxes thereon and costs of purchase, to the debt, (v) selling any such shares as if the
Corporation were the owner thereof, at any time and place and to any person and on any
commercially reasonable terms, and applying to the debt the cash proceeds of the sale, less any
taxes thereon and all reasonable expenses incurred in connection with the sale, or (vi) cancelling
such shares in satisfaction of the debt, or by any other method permitted by law or by any
combination of any of the foregoing.

Section 7.08 Dealings with Registered Shareholder: Subject to the Act, the Corporation may
treat the registered owner of a share as the person exclusively entitled to vote, to receive notices,
to receive any dividend or other payment in respect of the share and otherwise to exercise all the
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rights and powers of a holder of the share. The Corporation may, however, and where required
by the Act shall treat as the registered shareholder any executor, administrator, heir, legal
representative, guardian, committee, trustee, curator, tutor, liquidator or trustee in bankruptcy
who furnishes appropriate evidence to the Corporation establishing his authority to exercise the
rights relating to a share of the Corporation.

ARTICLE EIGHT
DIVIDENDS AND RIGHTS

Section 8.01 Dividends: Subject to the Act and the articles the board may from time to time
declare dividends payable to the sharcholders according to their respective rights and interests in
the Corporation. Dividends may be paid in money or property or by issuing fully paid shares of
the Corporation or options or rights to acquire such shares. The board shall determine the value
of any such property, shares, options or rights and such determination shall be conclusive
evidence of the value thereof.

Section 8.02 Dividend Cheques: A dividend payable to any shareholder in money may be
paid by cheque payable to the order of the shareholder and shall be mailed to the shareholder by
prepaid mail addressed to him at his recorded address unless he directs otherwise. In the case of
joint holders the cheque shall be made payable to the order of all of them, unless such joint
holders direct otherwise in writing. The mailing of a cheque as aforesaid, unless it is not paid on
due presentation, shall discharge the Corporation's liability for the dividend to the extent of the
amount of the cheque plus the amount of any tax thereon which the Corporation has properly
withheld. If any dividend cheque sent is not received by the payee, the Corporation shall issue to
such person a replacement cheque for a like amount on such reasonable terms as to indemnity,
reimbursement of expenses and evidence of non-receipt and of title as the board or any person
designated by it may require.

Section 8.03 Record Date for Dividends and Rights: The board may fix in advance a date
preceding by not more than 50 clear days the date for the payment of any dividend or the making
of any distribution or for the issue of any warrant or other evidence of right to acquire securities
of the Corporation, as a record date for the determination of the persons entitled to receive
payment of such dividend or distribution or to receive such right. In every such case only the
persons who are holders of record of the relevant shares at the close of business on the date so
fixed shall be entitled to receive payment of such dividend or distribution or to receive such
right. Notice of any such record date fixed by the board shall be given as and when required by
the Act. Where no such record date 1s fixed by the board, the record date for the determination
of the persons entitled to receive payment of such dividend or distribution or to receive such
right shall be the close of business on the day on which the board passes the resolution relating
thereto.

ARTICLE NINE
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MEETINGS OF SHAREHOLDERS

Section 9.01 Annual Meeting: The annual meeting of the shareholders shall be held on such
day and at such time as the board may, subject to the Act, determine from time to time, for the
purpose of receiving the financial statements and reports required by the Act to be placed before
each annual meeting of shareholders, electing directors (if required), appointing the auditor (if
required) and fixing or authorizing the board to fix his remuneration and transacting such other
business as may properly be brought before the meeting.

Section 9.02 Special Meeting: From time to time the board may call a special meeting of the
shareholders to be held on such day and at such time as the board may determine. The holders of
not less than 25% of the issued shares of the Corporation carrying the right to vote at the meeting
sought to be held may requisition a special meeting of sharcholders. Any special meeting of
shareholders may be combined with an annual meeting.

Section 9.03 Place of Meetings: Meetings of shareholders shall be held at the registered office
of the Corporation or at such other place in or outside Ontario as the board may determine from
time to time.

Section 9.04 Record Date: The board may fix in advance a record date, preceding the date of
any meeting of shareholders by not more than 50 clear days nor less than 21 clear days, for the
determination of the shareholders entitled to notice of the meeting, and where no such record
date for notice is fixed by the board, the record date for notice shall be the close of business on
the day immediately preceding the day on which notice is given. Notice of any such record date
fixed by the board shall be given as and when required by the Act.

Section 9.05 Sharcholder List: For each meeting of shareholders the secretary shall prepare
or cause to be prepared an alphabetical list of sharcholders entitled to receive notice of the
meeting showing the number of shares entitled to be voted at the meeting and held by each such
shareholder. The list shall be prepared (i) if a record date for such notice is fixed by the board,
not later than 10 clear days thereafter, (ii) if no such record date is fixed by the board, at the close
of business on the day immediately preceding the day on which notice of the meeting is given, or
(iii) if no notice is given, on the day on which the meeting is held. The list shall be available for
examination by any shareholder prior to the meeting during usual business hours at the registered
office of the Corporation or at the place where the securities register is kept, and at the meeting,
Where a separate list is not prepared, the names of the shareholders entitled to receive notice of
the meeting and the number of shares entitled to be voted thereat and held by them, respectively,
as they appear in the securities register at the requisite time (excluding shares not entitled to be
voted at the meeting), shall constitute the list prepared in accordance with this section.

Section 9.06 Notice: Notice in writing of the time, place and purpose for holding each meeting
of shareholders shall be sent not less than 10 clear days, and not more than 50 clear days, before
the date on which the meeting is to be held, to each director, the auditor (if any) of the
Corporation and each person who on the record date for notice appears in the securities register
of the Corporation as the holder of one or more shares carrying the right to vote at the meeting or
as the holder of one or more shares the holders of which are otherwise entitled fo receive notice
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of the meeting. Notice of a meeting of shareholders shall state or be accompanied by a statement
of the nature of all special business to be transacted at the meeting, in sufficient detail to permit
the shareholder to form a reasoned judgment thereon, and the text of any special resolution or
by-law to be submitted to the meeting. For this purpose all business transacted at a special
meeting of shareholders and all business transacted at an annual meeting of shareholders, except
consideration of the minutes of an earlier meeting, the financial statements and auditor's report,
election of directors and reappointment of the incumbent auditor, is "special business”.
Reference is made to Article Ten.

Section 9.07 Financial Statements: Not less than 10 clear days, before each annual meeting
of sharcholders or before the signing of a resolution in lieu thereof, the secretary shall send a
copy of the annual financial statements and reports required by the Act to be placed before the
annual meeting to each shareholder who has not informed the Corporation in writing that he does
not want such documents.

Section 9.08 Sharcholder Proposal: Any sharcholder entitled to vote at a meeting of
shareholders may submit to the Corporation notice of any proposal that he wishes to raise at the
meeting and may discuss at the meeting any matter in respect of which he would have been
entitled under the Act to submit a proposal. Where so required by the Act, the management
information circular prepared in respect of the meeting shall set out or be accompanied by the
proposal.

Section 9.09 Persons Entitled to be Present: The only persons entitled to attend a meeting of
shareholders shall be those persons entitled to notice thereof and others who although not entitled
to notice are entitled or required under any provision of the Act or the by-laws to be present at
the meeting. Any other person may be admitted only on the invitation of the chairman of the
meeting or with the consent of the meeting.

Section 9.10 Chairman, Secretary and Scrutineer: The chairman of the board, or in his
absence, the president, or in their absence a vice-president, shall be chairman of any meeting of
shareholders. If no such officer is present within 15 minutes after the time appointed for the
holding of the meeting, the persons present and entitled to vote shall choose one of their number
to be chairman. If the secretary is absent, the chairman shall appoint some person, who need not
be a shareholder, to act as secretary of the meeting. One or more scrutineers, who need not be
shareholders, may be appointed by the chairman or by a resolution of the shareholders.

Section 9.11 Quorum: The quorum for the transaction of business at any meeting of
shareholders shall be two persons present and entitled to vote not less than 25% of the shares
entitled to be voted at the meeting. If a quorum is present at the opening of the meeting the
shareholders may proceed with the business of the meeting notwithstanding that a quorum is not
present throughout. If a quorum is not present within such reasonable time after the time
appointed for the holding of the meeting as the persons present and entitled to vote may
determine, they may adjourn the meeting to a fixed time and place.

Section 9.12 Persons Entitled to Vote: Without prejudice to any other right to vote, every
sharcholder recorded on the shareholder list prepared in accordance with section 9.05 is entitled,
at the meeting to which the list relates, to vote the shares shown thereon opposite his name,
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except to the extent that the shareholder transfers ownership of any such shares after the record
date for notice of the meeting and the transferee establishes that he owns the shares and requests
not later than seven clear days before the meeting that his name be included in the list (in which
case the transferee is entitled to vote such shares at the meeting). However, where two or more
persons hold the same shares jointly, any one of them may in the absence of the others vote in
respect of such shares but if more than one of such persons are present or represented and vote,
they shall vote together as one on the shares jointly held by them or not at all.

Section 9.13 Proxies: Every sharcholder entitled to vote at a meeting of shareholders may by
means of a proxy appoint a proxyholder or alternate proxyholders, who need not be shareholders,
as his nominee to attend and act at the meeting in the manner, to the extent and with the authority
conferred by the proxy. A proxy shall be in writing and signed by the shareholder or his attorney
authorized in writing or, if the shareholder is a body corporate, by an officer or attorney thereof
duly authorized. A proxy shall conform to the requirements of the Act.

Section 9.14 Time for Deposit of Proxies: The board may specify in the notice calling a
meeting of sharcholders a time, not exceeding 48 hours (excluding Saturdays and holidays)
preceding the meeting or any adjournment thereof, before which proxies must be deposited with
the Corporation or its agent. A proxy shall be acted upon only if, prior to the time so specified, it
shall have been deposited with the Corporation or an agent thereof specified in such notice or,
where no such time is specified in such notice, if it has been received by the secretary of the
Corporation or the chairman of the meeting or any adjournment thereof before the time of voting.

Section 9.15 Revocation of Proxies: In addition to revocation in any other manner permitted
by law, a proxy may be revoked by an instrument in writing signed in the same manner as a
proxy and deposited either at the registered office of the Corporation at any time up to and
including the last day (excluding Saturdays and holidays) preceding the date of the meeting or
any adjournment thereof at which the proxy is to be used, or with the chairman of such meeting
or any adjournment thereof before the time of voting.

Section 9.16 Authorized Representatives: A shareholder that is a body corporate or
association may, by resolution of its governing body, authorize an individual to represent it at
meetings of shareholders. Where a certified copy of such resolution has been deposited with the
secretary, the authorized individual may exercise at meetings of shareholders all the rights and
privileges which the shareholder he represents could exercise if it were an individual
sharcholder, until the secretary receives a certified copy of another resolution of such governing
body authorizing a different individual to represent the shareholder at meetings of shareholders
or otherwise rescinding the former resolution.

Section 9.17 Voting: At each meeting of shareholders every question shall be decided by a
majority of the votes duly cast thereon, unless otherwise provided by the Act, the articles, the by-
laws or any unanimous shareholder agreement. In case of an equality of votes the chairman of
the meeting shall not be entitled to a casting vote.

Section 9.18 Show of Hands: At each meeting of shareholders voting shall be by show of
hands unless a ballot is required or demanded as hereinafter provided. Upon a show of hands
every person present and entitled to vote on the show of hands shall have one vote. Whenever a
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vote by show of hands has been taken upon a question, unless a ballot thereon be so required or
demanded and such requirement or demand is not withdrawn, a declaration by the chairman of
the meeting that the vote upon the question was carried or carried by a particular majority or not
carried or not carried by a particular majority, and an entry to that effect in the minutes of the
meeting, shall be prima facie evidence of the result of the vote without proof of the number or
proportion of votes cast for or against.

Section 9.19 Ballots: On any question proposed for consideration at a meeting of shareholders
a ballot may be required by the chairman or demanded by any person present and entitled to
vote, either before or after any vote by show of hands. If a ballot is so required or demanded and
such requirement or demand is not withdrawn, a poll upon the question shall be taken in such
manner as the chairman of the meeting shall direct. Subject to the articles, upon a ballot each
person present shall be entitled to one vote in respect of each share which he is entitled to vote at
the meeting on the question.

Section 9.20 Adjournment: The chairman of a meeting of sharcholders may terminate the
meeting following the conclusion of all business which may properly come before the meeting
or, subject to such conditions as the meeting may decide, may adjourn the meeting from time to
time and from place to place. If a meeting of shareholders is adjourned by one or more
adjournments for an aggregate of less than 30 clear days, it is not necessary to give notice of the
resumption of the meeting if the time and place for resuming the meeting are announced at the
earliest meeting that is adjourned.

Section 9.21 One-Shareholder Meeting: Where all the outstanding shares of any class or
series of shares of the Corporation are held by one sharcholder, that shareholder present in
person or by proxyholder or by authorized representative constitutes a meeting of the holders of
that class or series of shares.

Section 9.22 Signed Resolutions: Subject to the Act, a resolution in writing signed by all the
shareholders entitled to vote thereon at a meeting of shareholders is as valid as if passed at such a
meeting and a resolution in writing dealing with all matters required by the Act to be dealt with
at a meeting of shareholders and signed by all shareholders entitled to vote thereat satisfies all
requirements relating to that meeting. Any such resolution may be signed in counterparts and if
signed as of any date shall be deemed to have been passed on such date.

ARTICLE TEN

NOTICES

Section 10.01 To Shareholders, Directors: Any notice or document required or permitted to
be sent by the Corporation to a shareholder or director may be mailed by prepaid Canadian mail
in a sealed envelope addressed to, or may be delivered personally to, such person at his recorded
address, or may be sent by any other means permitted under the Act, including electronic
communication. If so mailed, the notice or document shall be deemed to have been received by
the addressee on the fifth clear day after mailing. If notices or documents so mailed to a
shareholder are returned on three consecutive occasions because he cannot be found, the
Corporation need not send any further notices or documents to such shareholder until he informs
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the Corporation in writing of his new address.

Section 10.02 To Others: Any notice or document required or permitted to be sent by the
Corporation to any other person may be (i) delivered personally to such person, (ii) addressed to
such person and delivered to his recorded address, (iii) mailed by prepaid Canadian mail in a
sealed envelope addressed to such person at his recorded address or (iv) addressed to such person
and sent to his recorded address by telegram, telex, electronic communication, or any other
means of legible communication then in business use in Canada. A notice or document so
mailed or sent shall be deemed to have been received by the addressee when deposited in a post
office or public letter box (1f mailed) or when transmitted by the Corporation on its equipment or
delivered to the appropriate communication agency or its representative for dispatch, as the case
may be (if sent by telegram, telex, electronic communication, or other means of legible
communication).

Section 10.03 Changes in Recorded Address: The secretary méy change the recorded address
of any person in accordance with any information the secretary believes to be reliable.

Section 10.04 Computation of Davys: In computing any period of days or clear days under the
by-laws or the Act, the period shall be deemed to commence on the day following the event that
begins the period and shall be deemed to end at midnight on the last day of the period except that
if the last day of the period falls on a holiday, the period shall end at midnight of the day next
following that is not a holiday.

Section 10.05 Omissions and Errors: The accidental omission to give any notice to any
person, or the non-receipt of any notice by any person or any immaterial error in any notice shall
not invalidate any action taken at any meeting held pursuant to such notice or otherwise founded
thereon.

Section 10.06 Unregistered Shareholders: Subject to the Act, every person who becomes
entitled to any share shall be bound by every notice in respect of such share which was duly
given to any predecessor in title prior to such person's name and address being entered on the
securities register of the Corporation.

Section 10.07 Waiver of Notice: Any person entitled to attend a meeting of shareholders or
directors or a committee thereof may in any manner and at any time waive notice thereof, and
attendance of any shareholder or his proxyholder or authorized representative or of any other
person at any meeting is a waiver of notice thereof by such shareholder or other person except
where the attendance is for the express purpose of objecting to the transaction of any business on
the grounds that the meeting is not lawfully called. In addition, where any notice or document is
required to be given under the articles or by-laws or the Act, the notice may be waived or the
time for sending the notice or document may be waived or abridged at any time with the consent
in writing of the person entitled thereto. Any meeting may be held without notice or on shorter
notice than that provided for in the by-laws if all persons not receiving the notice to which they
are entitled waive notice of or accept short notice of the holding of such meeting,
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SHARDD SERVICES AGREEMENRT made in duplicate thix 19 day of Jannary, 2008
BETWEEMN:

POWERSTREAMINCG,,
{hereinafter calied “PowerStreans

-amd -

THE CITY OF VAUGHAN,
{heremafter calied fw “Ciny™}

WHEREAS ou June 1, 2804, Hydro Vengher Distribution Ine. {*Vanghan Hydro™).
bdardiben Hydro Distibution Inc. and Frchmend Hill Hyvdre Inc amalgsoiated to become
PerverSiresm {the “Amalgamation”} m accordance with & merger sgreement dated March 11,
2004, betwesn The Corporation of the Town of Markbam, the City, Hydro Veaughen Distrtbution
Inc., Markhawe Feergy Corporation, Mafkham Hydro Distribution Ine. and Bichosord Hill Hydro
Ine. {the “Merger Agreement

AND WHEREAS prior to the Amalgamation the City and Vauzhan Hwdro entered o
sn agresment providing for Vaughen Hydro to hoplement and co-ordmate the  billing and
coilection of water rates on hehait of the City {the “Services Agresment™);

AND WHEREAS pursusnt &0 subsection 320840 of e Merper Agresment all
contractz Hsted on Schedule 42034} of the Merger Agresment which includes the Services
Agreemnent, are @ sausfy the regumements of the Affhate Relatonshups Code for Elecmicity
Dhagibuters and Transoostters izsued by the OFB and revised Kovember 24, 2033 {1he “Affilinte
Relationships Code™;

AND WHEREAS PowerSosam znd the City wish to enter o an agreemoent io replace
the Services Agreement in order for PowerSoeam to continue o provade orizin services o the
Ty end e Ciy fo prowide cermm facilities to PowerSiresm constgtent with the Affiliste
Eelationships Code mnd for the considerstion and on the temus and condinons hereinafler set
fortly

NOW THEREFORE o consideranion of the preavses and the nmmal covenants and
agreements herein contained {the receipt and sufficiency of which = hereby scdnowledzed by
eack of the Parfies hereto), the Parties hereto hereby covenant and agree as follows:

1 INTERPRETATION

11 Definitions. In this Agreement, mwluding the recitals eud Schedales hevete, the
foliowing words shall bave the following meanings:

141 "Affiliste” means 8 body corporate which it deered to be affibiated wth
another body corporate, by virme of vae of tem being the subsidiary of
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the other or both being subsidiaries of the same body or eack of them
being controdled by the same person

“Affiliate Relationships Code” means that 25 desenibed in the third recital
of tas Agreement;

“Agreemaent” memns this agresment and alf recifals and all Schedulss
attached herere a3 the same may be amended. modified supplemented
restated, or replaced from tome 10 e,

“Applicable Lavw” means collectively, all applicable fodersl provincsl,
semitonial, nmicipal and foreign Jaws, stafutes, ordinances, deczess, rules,
regulations, byv-laws, legally enforceable policies codes. or pmdelmes
sudicial, arbitral, aditsssmative. nomisterial, departmemal or reguiatory
nwlgments, orders, decisions, dizectives, Talings or awards, and conditons
of any grant of spproval permission, ceriification, consent, registration
autherity or licence by any count, stabpory body, selfregulatory suthonty,
steck exchange of other Governmwenial Authority,

“Binding Arbitration” has the mesnins ascribed thereto in Section 3.12;

“Basiness Day” means any day other than a day which & 3 Saturday, a
Sunday or 2 stanzory bofiday or a oivic holidey m Ontanics

“Claims™ has e mesning ascribed thereto in Section 7.2

“Confidential Information” means the confidential. secret or propnstary
information of ene Party (the “Disclosing Parey™), inciuding any of such
iformation or date wigeh (2} the Disclosing Party 15 obligated. wnder
conrect or law, to kesp confidential and (b} is teclumenl, financial or
business in nature, and which bas been or ey hereafter be disclosed.
directly o mdirectly. to the other Party (the “Recipient™}, sither ovally,
writing or in any other nuterial fomm or delivered 1o she Racipient;

“Disclosing Party™ has the meaneny ascribed thereto in Section 3.2;
“Effective Date” means the date of is Agreement ~ Tamuary £, 2008;
“Extension Notice” kas the meaning sseribed dhereto m Secnon 4.2,

“Facilities” mesns the facilities provided by the City o PowsrStream a:
sat o on Schedule 4 attached hereto;

“Fees for the Focilities” mesns collectively, the chmrger set out in the
Lease, for the provision of the facilities by the Ciry to PowerSiream as set
ot on Sohadule A atached hereto, phis all spplicable taxes i sny in
respect thereof
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“Fee Review Date” has the meaning zserived thersto @ subsection 2235

“Fees” mesps collectively the Fees for the Faciiities and the PowsrSweam
Fees:

“Goverpmental Authority” mesns auy court, arbitrater, administatve
agency, comumission, or sovermmental o repuletory officisl deparnment
agency, body, suthority o insrumentality, whether foreign, federal swie,
provincial, ammcipel. or becal, having junsdiction over the Parties;

“In Wintimg” or “Wiritten” means 2 posted letter, 2 facsimile ransmit
an e-mail messags;

“Internal Dispute Resolution” has the messng ascibed thereio in
subsection 8.12.1;

“Lease” means the commercial terms related so the facilities leased by
PowerSirears from the City, which are set out m Schedule A,

“KIFIPPA™ mesns the Mimicipal Fresdom of Informartion and Proteciion
of Privacy dor RS0 1900, o M 26

“Notice” has the meaning ascribed thereto in Bection 8.4,

? “Parties” means the pertiss to this Agreement snd “Pardy” shall mean any

one of tens

. “Powerbtream Fees” means collectively, the charges for the provision of

the Services as s¢f ot in Schedules D E and F attached hereto, phes sl
applicable sales or service 2axes in respect thereol,

“Receiving Party” bias the mesning ascribed thereto i Section 3.2,

5 “Requested Party” has the mesning ascribed thereto in Section 3.1

“Services” 1osans the services purchased by the City fom PowerStream
as 2=t owt on Schedules B and C sitached hereto. or those services azreed
e i writing between the Parfies from e to tme,

“Term” means the term of this Apreement consmencing on the Effective
Date to snd inclnding the Termination Date;

“Termination Date™ has the meaning ascribed thereto in Secticn 4.1; and

“Unsatizfied Party™ has the meaning aseribed thereto n Secoon 8.1

Headings The division of this Agresmen: into Sections and sobsections aad the
msertion of keadings are for convenience of reference caly and shall not affect the
comstmiction or tverpretadion of fhis Agreement. The temms “this Agrecment”,
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“heveol’. “hereunder” and sipslar expressions refer to this Apresment and pot 1
any particular Section or other portion hereof and mclude sny agveemem
supplemental herste, Unless something in the sabiect masier o context it
meopsiztent therewith, references herein to “Secdons” ae to sechoms and
“subsections” are to subsections of tus Ageement,

1.3 Extended Meonpings In this Agreement words Buporting the simgulsr namber
only shall scdude the phoal and vioe verss, words bnporting any gender shall
inclade all genders and words fraporting persoms thall mchude individuals,
partnerships, associations. tusts, upincorporated oTommisedions, commpanies and
COTPOTRHONS.

14 Carrency. AR references to cvrreney hersin are to lawial mosey of Canada

untbess otherwise specified.

13 Schedules. The follewing Schedules which me attached to this Agreement are
imcorporated by reference mic this Agreament and are deemed to be s pat of it
Facilites provided by the ity to PowerSiveam:

Schedule A - Facilities
Scheduie B - Infommstion Technology
Schedute C - Fuel Service Charge
Services Purchased from PowerStream by the City:
Schedule D - Payroll Serncss
Schedule B - Cashier Services
Schedule F - Water Meter Reading and Water Billing and
Bemittance
Schedule G - Pricing Summary
SERVICES

31 Frovision of Services,

22 In mecordance with the terms hereof &om and after the Effectve Date to the
Terpunation Date:

221 PowerSmesns agress to provide and perfonm, & the regquesz of the City, the
Services for the benefit of the City or the City's Affiliztes. &5 the caze may
e and
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the City sgrees to provide the Facilines for the benefit of PowerSmearm or
PowerSoeam's Affiliates, a2 the cage masy be, a3 the successor In tifle fo
Markbom Bydro Dustribution Ioc. the named Tensat in the Lease, in
aceordsnce with the provisions of the Lesse, 2z amended in writing fom
e fo time. PowerSoeam covenmus sod agress fo couply with te
provimions of the Lease, a2 omended from thpe to time.

Standard of Services. Notwihemnding the poovisions of section 7.1 hersin,
PowerSiream shell provide the Services = & pradent business nwmper in
zocordance witk the policies and service levels applicable to such Services and the
pracices, policies and service levels as set out i Schedules B and O inclusively
or much practices. policies end servics levels 33 may be amended fom e o
time purstiast to Sechiop 2.4 bereof PowsrStream shall provide the Services m
accordance  with all Applicable Laws Notwithstandies the foregoing,
“Apphicable Laws” shall not Include any by-laws. pmdelines, divections, rudes or
standerds of the City inmoduced, procisimed or dnplensented after the date hemof
that affects the provizion of the Seraczes v PowerStrearm herevmndir or the teveg
hereof.

Amendments. At auy thee during the temm of this Agreement the Uiy may
reguest changes i the Senvices that the City receives or the prachces, polictes or
perforneance levels applicable to the Services recerved by the Clty by submitting
such requests in writieg to PowerStwesm Within a reasonable tne, bat in any
even: nor more than thiry (30} Business Davs afier recetving writen notice of a
reguest, PowerSemn shidl advise e Cary whether the chenge requested will
have an impact on the delivery of the Services, sciing reasomably, and whether or
not the regquest will hawve an impact on the astociated Fees and whedher
PowerStream suthonzes the tmplementation of the change wnder the revised serms
specified by the City of rejects the change proposed. Mumor adjuwshuents o
existing reports shall nol mgger fee moresses or the imposttion of one-time fees,
Panding PowerStream’'s resporse, the City shall continue to recarve the spplicable
Services in accerdance with the latest approved terms for the provision of such
Services.

Fess.

231 PowerSmesmn Fees rendered by PowerStzeam shall be those a3 sef out on
Schedeles DUE and F, of 25 nuzmally agzeed upon by the Parties in wrring
from time to stme. For clanity puposes. the Powerdiream: Fees sef out on
Schedules D, E and F, for vears 2009 aud 2010 have been agreed upon by
the Pamies and aixh fees hove been pmd by the City i full and no
oustanding sxounts are pavable in respect of those vesrs a5 of the dawe of
thiz Agreement.

2
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Fees for the Facilises provided by the City shell be those 25 22 owt on
Schedule A, or a5 mapually agresd upon by the Parties I wramg from
tme o fmse. For clanity pwposes, the Tees for the Facilitien set owt on
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Schedule A for veors 2005 aed 2010 have bean sgreed upon by the Parties
and suck fees have been pasd by PowerSteam i fll and no owstanding
avselts are paveble in respect of those wears a5 of the date of ths
Agreement.

The Parties shall review the PowerSoeam Fees on oo annusl basis, prict o
or on Novenber 1% {zhe “Fee Review Date™. PowarStesm shall base the
PowerSmeam Fees for the following vewr on reasonable sstimates. I the
Parfies are unsble fo agree on the adustwents to e PowerSiresm Pesy
within thirty (30} days of the Fee Beview Dot Gen the dispute shall be
settled by the dispwe resolution procedurs i accordance with Section
£.12 herein.

Uinless otherwise specified heretn, PowerSaesm Fees shall be imvoieed 1o
the {itv o 8 guarterly basts.

Fees for the Facilives shall be invoiced to PowerStream m accordence
with the Lease.

The Parties agree that pavment of PowerSteam Fees and other charges
provided for Berennder will be due and pavable i wyears not later than
shirty {30 daws after the date of invoice.

A% PowerStremm Fees aud the Facilibes shell comoply with the
requirenents of the Affiliate Relationshyps Code.

Co-operation by Ciiv. The Chty shall co-operate with PowerSoesm w assist it in

the provision of the Services. Withour Homting the generality of the foregoing, the
Ty widl:

2481

262
283
244

asgige & e of two (2) representatives of the City to co-ordmale
with BowerStream the provision of the Servives o the City 1o deal with
financial and operstional wsues respectively;

wmrepaze and provide to PowerSaeam, in 2 mamwally scceptable format, ail
mformation reasomably veguired by PowerSoesm to pemmit proper
debvery of the Services;

esiablish, Incorporate snd maintain e part of the practices, policies and
service levely appliceble o each Services, in comsultation with
Powerbmeam operating precedures to satsfy the City's requarements for
accuracy and auditing;

tain, if necessary, personmel to assist o the provisiom of the mguired
mformation to PowerSteam to permut Powerltesm o provide the
Services; and



245 provide PowerSteam essistance Lcﬂe{:&ag amowums ewed to the City,
The Tty ooy plece sy of such wapaid smounts on the collector’s ol and
enforee gy other rights or remadies of the Ciry pursusss to secion 39802)
of the Mumicipal def, 5. 0. 2081, . 25,

bk
o

Customer Infermation.

231 PowerSusam acknowledges ther the ownership of 2ll date i respect of
water and sewsr cumemers of the ity ss mach data relates to) water and
sever information, water and sewer conpwnption history and charges, five
profection information, castomer mformatien am%mimg mame, ’t}}l‘me
address, legal deseription, service address. the final twelve {12) months of
mater reaﬁmgé for sach customer. cutstanding water snd sewer mvaices,
customer oredit snd collecion nformation, aud information with regasd fo
work orders and assel memagemen! systems 33 wnd shell mmatn the
properry of the City, PowsrStream shell snsvre thet 2l of the data
contempiated by his Section 2.7.1 15 backed up in 2ccordance with current
FowerSear procedures and can be restoved mnl-Z Business Davs. The
City acknowledzes that PowerStrean: cam only back up data coliected over
3 maxizrel perted of 7 vears.

= ]
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The Cify acknowtedges thet the ownepship of daw i respect of elecmicuty
customers of PowerStream or any of s Affiliates is mnd shell remam the
propesty of PowerSwears

2]
]
1159

Bequests for data by the City under Section 2.7.1 shall be made e witing.
which mey include elecwonic mail by an mdividoal designated by the
City t¢ the atention of Bill Schends Director of Information snd
Technology at PowerStream or such oter mdividusl designated by
PowerSoesm PowerStresn shall within 1 Busmess Day advise the Ea@
of the effort required 1o provade such datz and such dafa shall be provided
by PowerSueam o the City no later than 2 Business Davs from the date
the reguest is made by the City or within such ofher, longer peniod of tme
as set out in the respomse fom PowerStean

b
ol
i

Each Party, fis emplovess and agents shall abide by ail Applicable Laws,
inchuding the recgmemmss of the Affikatre Belafionships Code to the
exzent that it appiies, related w the coliection, use, retention. destuction
and discloswme of any persomal dats which has been collected, waed
retined, destroved and disclosed in conmection with the Services and the
Facilisies provided by such Porty bereunder.

i CONFIDENTIAL INFORMATION

31 Confidentiality Obligation Coumsencing upon the Effective Date and
continung thersafer . sach Parny



311 shall west a3 confidential, keep iz safe custedy and not disclose to amy
shird party woy Confidennal Inforation prosaded fo 22 by the other Panty;
and

317 use such Confidential Infonmation cnly o the extent necessary 10 comply

with fhis Agreement.

by
3

Tsch of the Parties shall estabish and enforce procedures to protect Confidental
Infornmtion disclosed to it by the other Party and shall resmict disclosure of such
Confidental Infonmsdon to coly those emplovees, officers. agents and
prefessional advisors of o awd its Affihares who peed tokunow such information in
conpecion with such Party’s perfonmance of this Agresment and i accordance
with MFIPPA or any other appliceble legislation. If 5 Pary or its Affiliste &=
qumzed by order of any Governmental Awhority o7 Applicable Law or the miles
of a stock exchange o disclese Coxfidential Iaformation disclosed 1o & by the
ather Party, it shall prompdly notify the other Pary of the request for discionre
and shall cooperate with the other Purty of that other Party opposes the request for
disclosre and wishes to seek confidendal treament for such Confiderial
Information that is required fo be disclosed. Each of the Partier ackmowiedges
that no adeguate rensedy at law sxiats for 2 matenial breach or direatened materisl
breach of this Section 3.2 the continuation of which wiremedied will cause the
other Party to sudfer irreparable kamm, and agrees that the other Party iy entitied in
additon 10 other remedies which may be avalsble &t law or In equty,
ppmeciate injunctive relef from soy bresch of this Sectior 3.2 and to specific
performanee of its nights. Promptly followsg the Tenmination Date, each Party
agrees 1o use commercially reasonable effonts o deliver to the other Party (zhz

Bz&de}sme Party™) the Confidential Information imchading all elecrronic and
other copes thereof) disclosed to it {the ° “Receiving Party™} by the Disclesing
Party that the Recsrving FParty possesses of, upon Tequest b'g = Dis closing Party,
tae Recetving Parry sholi confinm to the Disclosng Pasty that such Confidential
Information hes been destroyed i accordemce wath the Disclosing Party’s
mstructions b, in oo event if such Confidenns] Information 15 not retuzned to the
Dhzclesing Pany or destwoved i accordsmce with s mmtimchoms, such
Confidential Inferreation shall not be disclosed by the Recemving Party to any
other person.  Notwithstanding the forgomg. () PoverStean schnowledges thet
the City and s AfBhates are sublect 10 MFIPPA and PowerStream agrees to act
1 acecrdance with appheable provineial laves relating to pavacy as ﬂzef apply 1
the provision of the Services by PowerStresm; and | ﬁ} the Cioy aaitnmxieé@aa that

PowerStream aad itz Affiliases are subsect o the Personal Iﬂjgrwmnm Prozection
and Elecronic Documents Aot (Canada} and the City agress 00 5ot in accordaige
with appliceble federal laws relating to privacy as they apply to the provisien of
the Facihiies by the Cigy.

4. TERAM.

41 Tevm This Agreement will be effective zs ar the Effective Date mid shall
terminate fhres {3} wears after the Effectve Date, uniess terminated eatdier



purzmant to Secticn 5.1 or extendad by resewal of the term pursuant to Section 4.2
{the “Fermination Date™).

4%  Extension of Teym Tf sither Parny gives notice in writng o the other Party by
not Iater than smty (803 days prior to the Tenminetion Date, requesting the
continuation of Services or the pyovision of the Facibties, as the case may be (an
“Extension Notice”} for an sddmional one vear period, the Parties agres %o
negotate, i good faith, in order to detenmine the teTms and conditions on wihsch
sueh Servaces or the provision of the Facllities will be provided for s renevwal term
of one year or swch longer period as Is mutesily agreed to. Notwithstanding
anyiling i s Section 4.2 1o the contrary, there shall be no oblization wpon any
Parry having begn provided with an Extension Notice to extend fhe term of this
Agreement.

TERMINATION,

Lo

1 Termination. This Apreemen:, except for subsections 231,232, 2534 w0257
mehsive, sod Sectone 3.8.3.2 snd 7.1 o 7.3 inchuseve, which shall survive the
termination of tis Agreement, shail terndnate on the Termmation Date and may
be terminated prier thereio as follows:

311 by the mwtual wntten convem of the Parges hersto;

312 by sither Party effsctive upen not less than twelve {121 months written
notice to the other Perty it respect of e Facilities or the Services, save
and except for water services provided by PowerSmes to the Ciy 53 5ot
ouxt on Schedule B berveto, which shall vequire PowerStreamn 2o provide the
Ty with eighteen (15} months written notice for rerminstion of such

SETVIE,

3132 by esther Party effective upon nof less than thirty {38) daye writter notice
of auy matenal breach or defl of sy provision of chligation of #us
Agrzement by a Paty, peovided that such notice will not be effective o
wernanate his Amreement in the event the other Pary cures the dafault
during such notice period; and

3L4 mumedsately, by sither Party if the other Party becomes inscdvent o7 is a

pany o any bankruptev or meeivership proceeding or any similar action
affecting the affas, property or sslvency of such Pary.

A
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L

Termination Withent Prejudice. Anv owch temunstion of this
Agreement shall be wrhout prejudice o any other vemediss which any
Party may have agamst the other arising sut of such breach of default and
shell not uffect any nights or obligations of any Panty srisinz wnder this
Agresment prioy to such termination,




£ FORCE MAJEURE,

8.1

Forve Majeure. Performance of sny obligation wader this Agreesoent, other than
the paviuent of Fees pursaant o Section 2.5.6, may be suspended by either Party
without Lisbility to the extent it sz a0t of God, war, fire, earthguake, explosion,
govermzental expropristion, govenuuentsl iaw or regulaton of amy other
pecwrence beyond the reasomable coutrel of such Party of lebowr disuplion,
stike or inpametion G such labour event 15 not caused by the bad fmch or
wmreasonable condurt of such Parry) delavs, prevents, restricts, ol or renders
comnercially snfeasible the perfommance of any such oblization The affecied
Parry gmy imveke this provision by pronyily notifing the ofher Panty of e
narere and estimated duration of the suspension. Mo Party herete nvoking this
provizion shail be lishle for mwy feihwe fo perform or swy delay m the
performeance of its obligations in this Sectien 6.1

7. DISCLADMER, LIMIT OF LIABILITY AND INDEMNITY

7.1

T
F ke

e
[F¥3

Disclaimer. The Sarvices provided by PowerStream are prowded withowt any
warranty whasosver, other than as is set forth in Section 2.3 hereof In partiveiar,
PowerStream mekes no warmanty 55 to the suisability of sauy of the Services for the
specific purposes or meeds of the City. The wamanty contained m this Agreement
1 the oply wamanty made by PowerSwemn with respect to the Services.
PowerSwream specifically excludes any other warranties or condiions express of
implisd, mwluding. but not Hovted to, bupied wamanties or conditions of
meschantabiiiny, merchumable ar sansficiory quedity or Smess for & particwdar
purpose, and those arising from a course of dealmg or usage of wade,

Indemnnity by the City. The City agress to indemnify, defend and hold hannless
PowerStream from any snd all claims, Kigation, damages, losses, causes of action
or expenses (including legal fees and disburcements) “Clabng”™) suffered o
tncmred by PowerStrear from third parties or othenwise in connection with:

7.2.1.1 2 breach of the City's cblizations nnder this Agreement msofar as
PowerSweam has compied with i3 obligations under this
Agreement; and

7212 amy negligence on the part of the Ulty, ¥s emplovees, contractors
oF Agents i U5 proviston of the Tacihities.

Norwithsianding the provisions of Section 7.2, the Uity shall be under no
chlization to mdemnify and sove harmibess PowerSweam from any Claims
resulting from the meghgence or wilfid misconduct of PowsrSiresm im its
provision of the Services hereunder,

Jndemuiey by PowerStremsn. PowerSzeam agrees to indemiify, defend and hold
harmiess the Oty from eny and oll Claims suffered or incwred by the Ciry from
1hird pasties or otherwise in comnection with:



&

41 abreack of PowerSiream's obligations vader this Agresrnent insofar as the
City has conphed with its obligations usder this Agreement; and

42 amy pepligence on the part of PowerSireanm. its suplovess, commactors or
agents in its provisicn of the Services herepnder.

Fotwithstandicg the provisicns of Section 7.4, PowerStream shall be ymder no

shligation to miyemmﬁ and save harmiess the City from any Clauns resulting

from the neghigence or wilful misconduet of fhe City i is prm’mc«n of the
Factlities § ezemuier

Inzurance. PowerSmesm shall provide and keep I force a coomrehensive
Labllty msurance poloy with coversge equal fo or greater than Five Million
Dallars {53 0000007 (Canadisr) of £ sufficient oot verage in respeet of the Services
performed by 1 under the terms of this Apreement. The Ciry shall prav vide mud
¥eep ins force imsurance i respect of the Facilifies as reguired wnder the terms of
s Agreemeny,

MISCELLANEOUS

21

Andit, PowerSiream shall maintem soowrste and complete boeks and records with
respest o 1) the Sepvices provided herewnder, {11) the PowerStream Fees, and {m}
2oy nfonmation provided by the City 1o PowerStream for the provision of the
Servives. The City shall nmintain acrurate and complete bocks and records in
respect to {13 the Facilities provaded heresmder, (1) the Fees for the Facilities, and
{1} any mformation provided by PowerStream for the provisnion of the Paciliies.
Each Party shall keep s accowmts snd records i acoordames with Canadian
generally acrepted accoumting prineiples fom time fo thme approved by the
Canadian Insttute of Chansred Accountams (o 2 suecessor inshifnte) with respect
tor the computstion of Fess and pther charges pryable marsnant to this Agresment,
Each Party zhall be enfided to sudit such books and records in arder to confirm
compiiance with the werms of this Agresment. Each Party chall nuake sach hooks
and records available to ndividusls designared by the oiler Party snd provide any
assistance i may Teasomably requite “order to conduct audits and mspections,

provided thet

241 audits and inspections shall be msde a? reasonsble times and o 5t least ten
(10) Business Devs pnor wotice; and

817 audits of Fees shall be made not later than twenty four (24) mouthe after
such Fees have been paid by a Party to the other Party,

Each Party agrees 1o provide the other Party with ressonable fecilities for such
audits and inspections and copies of documeents, where zecessary, appropsiate and
;:m*tm by lmw. If 2 Party 15 not sedsfied with the information provided {the

“Unsatisfied Parey™), the Unsatisfied Pary may retain, af its own expense, an
imdependent auditor, to review the books and records referred to above. The Party
regquested o provide additonsl information (the “Requested Parey™) may refuse




to disclose fo the Unsstsfied Party o s sgests any informution that the
Reguesied Party is prevented fom duclesing as o resolt of a confidentiality
chhization 1o another person  provided thet the Regquested Party shall use
sompnercially reasosable efforts to obisin consents to pemms disclosure of such
tnfovesation B such informetion is reasosably requuired = order to conduct s audiz
#id inspection by the Requesting Party wndsr this Section 8.1 and the Requesting
Party of s agents kas reguested socess o such infhrmation. Each of the Parfles
agree that say third party conducting an audit of imspection shall be sulnect fo the
confidentiality provisions of Sections 3.1 and 32 and may be required by the
Peguested Party fo enter into a confidentality and non-disclosure agresment m
forme and substance reazonably sccepiable to the Beguested Party and each of the
Parties agres that should zu mdependent awditor be deemed by the Regpested
Party to be & competiior of the Requested Party, the Parties shal nwetoally agree
1o the revigw and awdit procedures prior o such review and audit.

Governing Law. This Agreement shall be governed by sad construed in
zccordance with the law of the Provincs of Ontano and the Iaws of Camada
sppiicabie therein.

Swecessors. This Agreement will envre o the beneflt of and be banding on the
Tespective successors and asvigng of each of the Parties.

Time of Essence. Tume shall be of the essence of this Agreement

Motices. Unless otherwise expressly provided berem, any notice. consent of other
copmmnicafion (2 “Notce™) given purmment o of I conpechon with this
Agresment shell be I writing wmd shall be sufficiently given to the peson
whom it i3 addressed if ranseutied by facsimile, delivered m person o of for such
person at the address of such persor indicated below or at such other address 53
such persos shall have provided in writing to the other Party in accordance with
this provizion. Apy Wotice provided i sccordance with this provision shall be
deemed to have been suflicently grven or made on the date on which it was 20
trensmtied by feosindle or delivered provided that if sech day is not 2 Business
Tay or delvery ccows after nenmal business hows of the reciprens, the Nofice
shall be desmed given or made on the Business Day following trapsmisston or
delrvery, as the case may be.

To PowerStream:

PowerStream Ine.

161 Caryview Boulevard
Vaughan Ontenio

L4H 0AS
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Aventiors  Denes Nolan
Eseoutive Vice President, Corperate Services and Servetary

Fau: {905} 3324815

E-Mal denanis modanypowersiremnoa

To the City:

Ciy of Venghsn
2141 Mawor Mackenzie Drive

Vanghaz, Oatsrio
LoA 1T
For Financaal raazers or matters selating 1o the Facilitien:
Atteption:  Bany fackson
Director of Coty Fiencisl  ServicesDeputy
Treasurer
Fau: {5683) 303-2038
E-hdaml: bamry tacksondiveughanca
For Operational 1saes:

Agenfien:  Marlon Kalhideen
Ceraissioner of Conmmunity Services

Fax: (B53) 308-2033
E-Mail: mzrion allideer gvaughsn oa

or to such other address ss soch Party shall bave notified to fhe other Panty herete.
Any conmmudcation so addressed and debivered shall be deemed 1o have been
sufficiezsly given of made on the date o which  vas received.

Entive Agrecinent Thiz Agreement, together with the recitals and the Schedules
sttached hersto, constiaies the enfire agveernent between the Parties hereto with
regird So the subjet pwmtter hepeof sud supersedes sad canceds all previous
negotianions, agreemenis, commmmments and writings in respect of the suijec:
memtiel ereof This Agresment mav not be modified or smended tm any respect
except by wrstes mstngent signed by the Parnes hereto,

Wabrer The fathure of auy Party to this Agreement at smy fime fo reguire
performance by the other Party of amy provizion heveof shall in no way affect the
fuli ght to reguire such perfonuance at any thne theresfter of auy other provision
herect and no watver by any Party heveof of any breach of condition, covenam or



2%

R

810

g11

212

agreement shall congibite = watver except m Tespect of the particular besach
gvieg mse to such walver. Any such waiver shall be effectve only if made m
witing by the Party antitled to waive the proviston.

Independent Contyactor, By virtue of this Agreement, no Party heretwo
corstiies any other Party bereto as 13 agent, parmer, joird vennmer, Tanchisee
ar legal representative and no Party has express or nphed authonty to bind any
other Party hereto in any nanner whatsoever, Valess otherwise conmnplated in
the Servicey or the Facilities of spproved in wiiting by the other Party, no Party
hereto will assumse or creats any cbligation or responsibiliy whatsoever, express
of mapited, on behaif of or in the name of that other Panty.

Agsigament. This Ageement and the privileges hersim granmted shall ot be

asmgned by either Panty except with the prier written cousent of the other, such
consent 0 to be uwnreasomsbly withheld Notwithetanding the forepoing, sither
party or He permdued sssignee may, &5 secwsity ouly, asmgs, mansfer, pledge,
PIERT A SECHTITY MARTes! W oT otherwise dispose of its rights and mterests under
this .-";gr&emem te 3 trastes or Jending institetion, incinding such sn assizament,
tramefer or othes disposition vpor of pursiant to the exercise of remedies by such
trustee of lending mstination.

Further Assnrances. Each of the Parties heveto from tiree wo Ome a0 the request
and expemse of the other Party herete and withowt forther consideration, will
execute and deliver such other instruments of wapsfer, comvevance and
agsigmyent and take such father achon 23 such other Party may reguire o more
effecnvely complete aoy mesier provided for herein.

Severability, Any covensnt or peovision hereof! determimed to be wvoand or
wenforseable i owhele or in part will be deemed wot to affect o fmpatr the
validity or enforresbiity of any other covenant or provision bereof smd the
sovesants and provistons hersof are declazed 10 be separate and distinc.

Arhitration.

2121 In the evem of any dispate or clans berween the Pares, arsmg owt of o7
zelating 1o, in any way conmected with this Agreeraent or i3 mles}sma?}m}
or the Bifilment of the ooligstions of the Pariies heremder § {z “Thspute™},
such Dispute shall be referred mtermally by either Party by writen
notifieation te Demmizs Molan, Execunve Vice President, Corporate
Services and Secretary at PowerSiream snd Clavton Harrie, Deputy Ciry
Mieneger and Commissioner of Fmnence and flarp»emte Services at the Ty
for resolution {the “Internal Dispute Resolution”). If the Disputs 1z not
resodved wihin 60 Business Days of a Di"gme beiﬁ Efemed to the
Insermal Dhzpire Basolution then such Dispute shall be settled by binding
arbitrztion (“Binding Asbitvation™.  Bindmy Achitration shell be
conducted i sccordance with the drbimation der 1907 {Ontario), 2
amended fom time to Hme.




8.12.2 It shell be 3 condition precedent to the right of a Party o dhis Agresment
1o subplt & Dispate to Binding Arbitration that soch Party shall have given
wrisek notice of s Hpention o do o to the ofer Party to dus Agreseent
and such wiitten pefice shell state the parfculars of such Dispute. Witlun
sen £ Business Daws of such notice bemg provided, Sie Parnes to this
Apreempent shell mevvadly appoint 2 single abatrator to deternune the
Dispute. The srbitrator shall fix a time, which shall not be later thap ten
(10} Business Davs following his or ber sppotiment, and a place in
Vanghsn, COntanie, for the pwpose of hesmng the evidence amd
representations of the Parties. Each of the Parties shall co-operate with the
arbizator and shall provide bim or her with all informaton I thenr
possestion of under their contrel necessary or relevasnt to the mafier being
determuned.  Within ten (10 Business Davs afier the cosclhesion of the
arbitration hewnng, or such lenger penod as may be peguired by the
arbatrator sppointed voder thes subsechion 8122, the arbitrator shall mnke
an award and reduce the same to writing and deliver one copy of his or her
decision to each Party.

(=]
P
[
i

If the Parties fml fo agree on an srberater wigen the tme peniod specified
in subsection 8.12.7 shove, then, wunless the parties otherwise agees, the
Trespute shall be subsndtied to ADR Chambers for final resclunon, which
subniission shall be by writien notice which may be provided by auther
Party to ADE. Chambers sud to the other Party to thiz Agreement. Bithm
five {5) Business Days following the date of any notice given by either
Party pursuant to this subeecton B.12.3, an arbitrator shall be zelected by
random draw mede by ADR Chambers. The arhitrator so selected shall
perfonn beth the seftiemsent conderence and the mial @ the maser The
Partiez further agree o b2 bound by the ndes of the ADR Chambers =
force Som fime o tiane.

5124 There shall be no right of appes! from the sthetrstor™s sward except
accardance with the debipadon Acg, 1991 {Ontarie}. The Parties agres that
# Juigzren: upon the arbittston awerd maay be entersd fn oy coumt m
Canade o7 any cour! having mrisdichion, or fhat an applicstion may be
made to suck cowrt for mdicesd recognifon of the sward andior an order of
enforcemery thereof The Paries agree that the arbefrater sedected
prrsnant to subsectionz 8132 and 8123 shall determane costs (legal fesy
and dishurserments) so part of the arbitrator’s sward

£.15 Counterparts. This Agreement mav be executed by the Parites herelo m several
counterparts, each of which when so executed snd delivered zhall be an onginal
znd 21l soch connterparts shall together constitute one snd the same Insirument,



INWITNESS WHEREOT, thiz Agreement bzs been executed by the Parties hereto on the date
first shove waitten.

POWERSTREAM INC,

Par:

Name: Denms Molan
Tide: EVP Corporzte Services & Secretary

CITY OF VAUGHAN

P

Wame: Linda Jackson
Title:  Maver

Per

Namw: Svbil Fernandez (Teffey Abrms)
Title:  Cuty Clesk
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Joint Service Agreement
Between Power Stream & the City of Vaughan
DRAFT Rent THI Service Schedules
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Joint Sarvices Betwoon the City & Powar Stream

Civic Cantra Building Space & Rent

trewss Oreupled Offic M2 T2 {Note 43
12,60 135.63
Towl Designgted Office Space 12.60 13563
% of Total Civie Centre Ares 0.2%
Shaved Office Areg
Info/Senurity Area (Nowe 1) 5.4¢ 58.13
13t Floor Entrance Aree (Mote 2) 15.5 166,85
Total Hydro Shared Avea 2490 224.97
Fotal Power Stream Area 33,50 360.60
Power Soesm % of Civic Contre 0.4%
Tostal Civie Conter gi928.00
Reat Vabeation Rate Arsa Amount
{ffice Rent {Mote 3) 3 9.1% 38050 § 33104
Th41 - Base ote 33 £ 1735 36060 £ 523307
Total Rent 2008 £ 254938
Fgt. Total Rem 2005 $ 9,740.37
Est. Total Rent 2018 3 993518
Hata 1
The Inquiry Counter, Security Info and Copy aress are shared 50/30 between Hydro & City,
based on sotusl space utilized,
Note Z
Civie Centre common aress {cafetaris, enirance, ste.) sre allocated based on Hydeo spase occupled
in Civie Center spacs ocoupied
Mote 3 (Reot & TMD

Rates weee provided by the Ciry's Real Batate Department aod are based on groseal estimates
anvd sarounding marke: rates. Actual rafes will vary depending on the loaation, logistics, building
quality, ete. These figures are not to be constrasd a8 appraised rentsl values,

HTLRO0E

ZO0T Civic Qerrter Scheduie

{B} Page: 182



Joint Services Batween the City & Power Stream
Civie Centre Building Space & Rent

Remtal Type $/Pt
Corp Offics - Le. Civie Comeril O.C. % 900 Pased on 2007 market rates
Indusmis) (High Office Component 40-60%) 3 7.00 Based orr 204F7 smarket rates
;;csAgree,msnt=mma2%inﬂaﬁmﬁctmmhywaﬁm-fwﬁyrm.
Fm’m&pwposawmmmimrmwMWMMMwmwmwwam&

Nate 4 - Conversion Factors M2 F Agre Hectare
: 24711 1
43560 H
4046 86 1
7642 i

ALERNE 2007 Chrie Center Schediie {8) Pags: 2012




Joint Service Betwean the City Powar Siream
J0.C, Bullding Space & Rent
Detailed Breakdown "4 2
Hydre Qootpied Ares (Sos Map) 207180 24,455.00
Total J.0.C. Area 8,256.34 100,400.00
JDC. % 24% 24%
Rent Valuation
Rate R Amount
inichustylal 40400 spil § 714 2445500 § 17AB0RTC
Fotaf Rent §  114,508./0
T8I - {See Schaduie for Rate Daln! 3 a3y 2445500 3 204 704.85
Totet 2008 Rent & TV § ATOA0LEE
Bat. Total Rent 2009 {note 1) $ 386,991.62
Est. Totst Bent 2010 (note 1) $ 354,731 45
Hota 1 {Rent}

Estimaled rates for valuatien purposes providet by Bogley Far Associstes LTD
These figures gre nolio be constiusd 35 spafaissd fental values.

_ Rental Type $rY
Corp o « Le. Chie Cermtes 0.0, 3 BOD 2007 rates
industriad {High Office Component 408084} 3 TOU 2007 rotes

2008 & 2010 eatimated by adding 2% for infation,

Faor the purpose of Bils mocsl THY par rantad osiion will be basod on tha ¢
Sae Qoeapatcy Cost Schedidy

dating BAF costs prorstad by arsa.

Nots 2 -~ Castrkoor Ares included in Ramt

Typicslly restal mates appiad to officefindustrist space include a proportion of the culside area .. ouiside walioways,
parking elo. Per Bogely Fare Assooihing the induslry ypleadly appiies a double density factor. For example, 1000 F2
revded facility would inciude and addional 1060 12 cutslde for parking, slidewaRke, snd grass areds,

Fowear Steam Qooupied Buiding Space 24,455.03
Allocated Quitioor Ares, Inchudsd 1o Rent 24,453,008
Allooated Outdoor Area Convarted to Acras 6.58 ;
Hote 4 - Sonveralon Factor Mz Fr2 Aorg Mactare
10.7842 b}
404088 1
43550 1
24711 1
Noie 4

Avea rented iy relatively self contained - Limited shared common ares,

HTIZ008 2007 JOC Indoor Bchadula S} -Pages 1ot 1



Joint Service Agreement between the City Power Stream
Faciiity Services Provided

Provided by Power Stemem - reviewsd by Jsff Paytoniiinge Clolf; {Reviewad apain on Apr Tih, 2008,
{ONLY - YELLOW HIGHLIGHTED AREA

47126008 tap of JOO occupied by Power Strean

-1t



Joint Services Between the City & Power Stream

H0.L. Qutdoor Area 8 Rent
Duigoot does : nz Pz % of Area
Staft Parking - Pavedilghtesd 1,884.25 S.500.08 2.09% Adant 50%.
Conto: Roorm Parking - Pavedighted £0.00 526 0.05% At 805
Fodw Bialf Parking Area TR 052850 2.09%
Drvewray/Utilly Patng Paved 494480 5320682 £.51%
Hydra Grave! Lot (Polest TR82.20 B2 89384 B25R
Fydre Grawed Lot (el Transformer 4881 80 50,3954 5%‘3&
Toe Gravel Lot fres 1238478 ELETUF T A F T
Pruck Port 15 Vahicles < BM High 72000 757,87 n7e%
East & West Ernsrance {Note 4) 226950 24,750 31 2.47% 24.4%
Frontal Arma (Nete 4 238058 2540764 2.54%
Fotal Shaest 4,650,088 54, B
Total Oooupbed 24,845,04 266,562.59 28.47%
£.09 26.47%
Site Srpe ~ 10200 HA or 253 Aores 16 6847 10208784
Less:
LOC. Buliding £,200.54 180,100.59 £.00%
B .0 CRAamar Ares kTR 10 EET BT 0.90%
Tedal JOO Ares 23.00

AITIRO0E ’ 2807 JOO Dutdoor Schedule {E} «Paga tof 3




-+ Joint Services Betwesn the Chy & Powssr Straam
4.0.C, Outdoor Ares & Rent

Rent Valuation $finit Area fented Area Walue % of Area
EELUE

Staf Parking - PavedLiphted 20,825.30
FohvenmydL ittty Parking Paved LY X
“Shared Entranoss ™ 24,782 31
Total Ganeral FIZ 82,007 45
Lass - Porfion fnslpded fs Ront iNsed) {24 4L 00
Exness and 448243 28%
Lurwerted o Anms 17
L Valoe per Aons (Note 1) 550,000 445242 § 40, 066,82
Cogt of lmmpreemands par B2 (Mola 1} 4 38D 1.74 ZE0,BB2AT
Yotst investrment 3 1,200, 859.38
Total bid Area 123,080 50 B0%
Gonverted to boreg 308
Land Valus per Aore Mole 1) RO S0 $33.089.858 % 1,880, 424,87
Cost of Inprosvements par 2 (Note 1) ¥ 23 3.08 232 T
Tadul invostrant T TAES
Truck Port,
Truck Port 18 Vehinles - 8M high THET.ET #
Lorwertsd 10 Aoreg : .18 )
Lang Vaise per Acos (Mot 1) $550,000 785787 3 29,218.48
Cowt of Rngrovarnents par (2 (Nobe 1) 3 5040 18 382,8583.20
To# vesimend 452,158.78

25,407 84 1%

458

vt Value per Aore [Hota 1} $650,000 058 % 320,803.58
Anrned Rartal Valos Rate * Arsa {FL Value Anpual Bant
Front iSrass Acea % ZEAGTEL S TOEGEES % 58405
Goesl 8% 7448242 % 120083830 % [ Fe Rt
Graved 8% $33.082.86 201314893 ¥ 1B 08181
Tk 8% 785787 45210878 % 3B 388,70
Ttz rvastiment 8% 4G E0T.6R § 452870080 % ik i

2008 rent estiands Jockiey 2% inflation)
2008 rent astiands {Incheded 25 infation)
2049 rent astlamte {inciuded 2% inffation)

* Resl-Egtate Rate of ratum on similar Swesirenis

47008 2007 JOT Outdoor Schaduls {(E}-Pagetof 3



Joint Services Betwoen fhe Clty & Power Stream
0.0, Outdoor Area & Rent

Hots 1 Excess Land Rent}

mlmmmw&fm&bymwmmmmm

Estimated Fates o wilation prpbses provicsds by Bostey Farr Associsies LTD
Thess fgures are 1ol fo e Sonsboes o8 appraised rerisl valuss,

Appropriate raie of rehen 2%
Eafimated srsess nd valusihore 550,000

Cevst of dmnd Engrovemtents

Type $En
Gepersl - Pavedilightes $ ax
Graval Lats - Feneing wla, - 250
Tk Part - Constranlion ] s300
S5, - Credonr TR - g Negobated

Note i - mmmmmwmm
Typlaally rentst rates apphed Yo strist mpate eluds & proporiion of e cudeide Brea La. ulsice walkways,
pm@mﬁarmwmmmmgmmmwwnammm For epprrpi, 1000 Fi2
rented facility weuld include snd addifonal 1000 %2 owiside for paridng, sldewelics, ard (TaEs Meas.

Theretone, this porSon is dedustad from the total cutdow Power Stream sima,

citcnin

Apegated Outdoor Ares, inclided in Rent 2445500
Apossted Outdoor Area Convariad to Acres £.68
Hots 3 - Corwersion Festor w2 2 Arn Heclare
- 24T 1
43580 1
4.048.85 1
4 127642

Moted - Shared Area Allccation
Ouitdoor ehared sress {sntranues eic) are a}&mudbm;‘mww& Siropm Spags
pocupied witiia the JOO buliding. This driver was selected for iis simplicity.

S8 2307 JOL Quidoor Schedule {E} - Page 34f 3
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SCHEDULE B
INFORMATION TECHNOLOGY
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SCHEDULE C

FUEL SERVICE CHARGES



Jeint Services botween Power Stream & the City
Fusi Service

T City purchases eas throtigh the repion’s Coop program, Afer a brief discussion with Keith Malachl, suparelso of
Sisppiies and Servioss (@ ext 166% {York Region}, i wes determiond that Powsy Sirear nould obialn teee ralex
independentty. Hitavever, there aré costs siher then Tosl charpes associatmd with providing s service.

These oosts are deteibed bestors and will be provafed based on Poeaer Stream fued consumption.
Porear Stroam hias socess o sli 3 locations - JOUT, Clvio, sngd Woodbeidge Yard
Aligontton should be based on consumplion - Danbely can peovide Wisloeieal iafo

Per Abvdn the following activity tisoes and costs are as folkows: Eat. Esi.

2668 By o)t

Berviee N B Nt Besources  Time Pereentuge it Coet. Cost
Puolling Hoe !l Floo Clesk  iheiwed 286% % 4,008 412043 4,744,935
Monehly sepor Mow ! FlearCledk 350 month i % I8 LMRE L3iTat
biabnenance calf Mow 1 Flesterk 1.5 ho'munih 107 5 536 FHLEE #3.61
Pipping . Mol Mechmic | Hwtwesk 14295 § 611 9RMM LB iSe s
AdmnSapervision Wate | Superviser Sei% § ARS8 A0M1 £ME
Repenslnvoices Nate | Cocedinator 3 hesonth Lid% § 1367 181353 [Ea %+
ainrennnce Novied Beso Pettplium Teck ine. k3 B2 B3G5 52578
Fiees Do’ OH B, T 8 146 BIRSE7 564158
Facitity (8 Bat. Beowe 4 $ 28 LiT2ea 3347 84
Adiin Total 3 asA5] § 4GRS B 4B2DY
Capinal Cost Note 5 % 16950 § 16030 % 16,950
’ % 62401 § GLTAS § 8% 6%

Proweriiresns Consumption % of
Toand {Adminiztration  rental

harpel Nowe £ g 19176 § 30399 &£ 10838
: inclade of Return {7336 $ 19419 % %1;253 £ 13404

Annsal Consumption favg, 200320061 WO 29 Pl ERE

Charge ratennsumption 544% 5.559% 568%

40 - GAD revised [12-31-07} TETRNIT Bobedule TA Fage Yol 2



Joint Services betwaen Powar Stream & the City
Nute 1 - Budgeted sabaries, inchuding benefit sosis Fusd Servive

Fleat Mynst. Suparvisor HrAlY
Fent Chork ¥3,108
Mpchanic 54,50
Finauce Assitance {Comdinater) 3,168

Ngte 2- Fuel Operating System (AN maintensnce snd repalr sosts Aectr 63500081, 7345)

Y sl Badpd
20035 4,730 B,
2% 4,469 G, 748
204 112076 .00
20 19,588 5.4
202 5,260 3000
o1 5,974 SE00
2D 20 {9000

AvEripe - £,137 5070

Mote 3 Fleet Bep't (/B

3% of toal dopertinental sosts Jebs labour componens

Avivie] Dreparteeental Budger B5E,130

L.ess Labour cofuponent £95230

162510
5% Allocaiion to fuet service 5346
Neste 4 - Faglitty Overhesd

Bablding anad faciliiy coats ae athocated to the building sot the deparoment, Howeser, & porion of thige costs {Le
bevddro, g, maintensnce sto} should be altocated. This cost i proswed by 2 and sHozated 1o the mailroom spece
eecupied.

Fzeifisy (3 O

Admin Area LI 00

BAF Rate'F02 _ 337 {Ses Chcupancy Scheduin)
Fotd oo 2022

Note & - Capltal Cost

o of instaiiog 2 Gos Pump of Similar Size and Type. Per Floor Supeevisor, the to8! to replace a g8 dispenser ls
approwimately SLO00 phus 51050 for bour. Per Ted Lam, R&F, » The oost of installing 2 30U pump & 1enk is
approimately $P3000 for squipentt, + 20,000 instablation (51 13,000}, The charpe for Clty gus paonp ust 15 55
fiablows:

Cost 4 instal] = $1 13000 with sn esthmatad fife of 20 yengs =

H 5458 Estimated amortization por Mootk
x3
FA ' 4550 3 Pusps (W0, Clvie, Yandl
3 1Y%
3 2,754 Hydro's proportion based on histovicel sonsumgption levels

Note & - PowerStream Coyeoaption
Poweeiraa o i fs Spproxd ty 16 3% of the parchase v prive § see sebedule}

4 0- GRE revises {15-1157) ErlERtrii ity Sphwfvle TA Page 2 of 2



SCHEDULE D
PAYROLL SERVICES



Schedule D - Payroll Sarvices
Payroll Services Provided by PowerStream to the City of Waughan

Service Surnmary

PeowerStrearn agrees to provide the Tolowing payroll services 1o the City of Vaughan for
the years 2008 {0 2010,

»  Payrol sdministration
. o Payol service for the OOV employess.
a  Payroil to City Counci for Region of York, HMydro Vaughan Holdings, Ins.,
Hydra Vaughan Energy Corp and Vaughan Holdings.
o Retroactive payment processing for collective agresment ratified.
o Payraent of retiring aliowances and severance packages including RREP
trangfars,
o Distribubion of izbour costs to the City's general lsdger.
o Bpescis payments for deaning slfowances, jong senvics pay, reclass pay,
shift premiums, stalutory holiday pay. efc.
= Proparstion of Record of Employment forms.
= Processing of bank deposit changes and tax changes.
v Tax, berefils, and deduciions sdministration
o \Meskly deductions and remittances for income tax, CPP, El (4 CRA
busingss numbers), support payments aid garnishments, employee
aradit irson, group RRSP, recreation memberships, Canada Savings
Bonds, union dues {8 unions}, group home and #uto insurance, optional
and spousal §fe insurance, United Way, employes compiter purchase
plan, clothing snd uniforms deductions,
o Montnly reriittances for Employer Health Tax {4 accourts), WSIB,
OMERS {2 accaunts).
o Monthly and annusl reporting for OMERS (2 accounis).
+ Repoting
o Monthly reporting to Statistics Canada, OMERS, Employer Health Tax,
and WSIE.
o Annual reporting for CRA (T4 and T4A's), OMERS, Employer Health Tax,
WSIR, Public Secter Salary Disclosure information, El Premium
Radufion Application.
= Respanding 1o HRDC requests for information regarding employmert
insurance claims.
o Ad hoo reporting to depariment managers for budge! monitoring.
o Asslst with City Financigd infurmation Relum.

s Coordinate payrolt sudits by City auditors, CRA, Ministry of Flnance, and
WSIE.

o Petform all acceptancs testing and implemant payroll computer systems
changes including integration with other finance ard HR systems.

o Legislative nterpretation and ensuring cempliance with lagistaticn,

o Ensure compliance with City by-taws and six collective agresments.

o DMERS sdministration fleave of absence buy-backs, termination
teporting, el¢.). :



o Lisise with exdernal govemment organizations, banks, lawyers, etc.

Losting Methodology

FowarSiream will charge the foliowing prices for providing the payrol senvices lsted
above to the Gity of Vaughan

» 008 $280,078

s 2409 5286,001
» 2090 §372,253

The prices Gstad above are cost based and are marked up by PowerStream's weighted
sversge cost of capital of 7.3%. The fellowing process was used to arrive at the cosle.
1. Determined the dirgot costs associaled with providing the service.
2. Datermined the indirect costs sssociated with peoviding the service,

3. Detarmined what perceriage of each budgstary account of the Payroll
Departrent is attributable to providing the services.

4, Determined what costs are relsted only to providing the sorvice and
PowerStrearn wouldn't incur if 8 didn't provide the sendoe

5, Adjusted all costs Yor 2% inflation for years 2008 and 2010
& Summed sl the costs related to providing the cashier senvices.

7 Adiusied the total cost for 7.3% in order to ensure g RO of 7.3% as requined by
the ARG,

8. The adiusted amount is the price charged to the COV.



SCHEDULEE
CASHIER SERVICES



Scheduie E - Cashior Services

Cashier Services Provided by PowerStream to the City of Vaughan

Service Summary

PowerSfream agrees to provide the following cashisr services to fw City of Vaugha for
fhe years 2008 1o 2070

L]
#*

® 2 » & B & & ¥ & W

Dpaning and sorfing night box for payments
Processing payments forn
o Taxes
o Parking pennits
o Permids
o Lisensing
Doy Tags
Delivery of Rems to the COV Mall Room
Encoding all cheques in preparstion for dally bank deposits
Preparing Debit Machine, Visa/MasterCard
Cash petty cash chegues
Changedoreate floal for events (Canada Day, Winder Fest, stc)
Prepars courier pick-up for Symoor payments
Frepare for Brinks pick-up of daily cash daposits
Frepare dally COV biotter
lssue SOV receipts
Deliver completediprocessed receipts fo appropriate deparimants:
o Bubding
o Tasms
o Bylaws
o Licsnsing
Finanoe
F’mcess and accept Hicket purchases for COV eventsioffers
o Wonderiand
w Dnderio Flaoe
o Goff toumaments
o inher special events
Respond o counter inguines {location of depariments, tax due dates, elc.}

e

Losting Methodology

PowerStreasm will charge the following prices for providing the cashisr senvices Ested
above to the City of Vaughan:

*
L]
-

7008 $231,672
2009 $235.965
2010 $240.972



The prices stad above are cost based and are marked up by PowerStrearn's weighied
* average cost of capital of 7.3%. The following process was used to arrtve 3t the costs.

1
Z

3

Determined the direct tosts associsted with providing the servise.
Detarmined the indirect costs associsted with providing the service.

Determined what parcentage of sach budgetary account of the Payrolf
Departmert & attibutable to providing the senvices.

Determined what costs are relaled only to providing the senvice and
PeaverStrearm wouldt incur 7 it didn® provide the sanvice

Adjusted all costs Tor 2% inflation for years 2008 and 2010

Summed all the couts related to providing the cashier services.

Adjusted the total cost for 7.3% in order to ansure a ROL of 7.3% an required by
fhe ARG,

The adiusted amount is the price chatged to the COV.



SCHEDULE F
WATER METER READING
AND BILLING |



SCHEDULE ¥

SERVICE DESCRIFPTION FOR WATER METER READING AND WATER BILLING

25 PROVIDED

s Billing of all water/sewer services.

o As reguired, PowerStream fo explain the mathadelogy used to produce ssiimated
readings ané the sdiustmenticarneption once reguisr teads are collscted,

o PowerStream shall be responsible for the work gquality of their meter neoders,

o PowerStremn shall be responsible for submitting any wirk orders relating 1o waler
melers to the Ciry smblor the City's vontractor in & thnely manser,

Revenue Management & Collections

o Payment by costomers of wader accounts are in confunction with slectricity accounts
and the mmounts owing e trested ss one {sitless prevented by the Ontario Encrgy
Board from dolng sol.

o Upon request, PowerStream shall investipite & provide acoount dutails to the Clity
for spatific sustomers where consamption vasies from historic conssemption levels.

o PowerStream shall provide billing & collection for Waterwarks customer services as
per the Towa's approved wser fee soheduly for the following services:

» i Frozen moter replacement

»  Water tan on and/or tum off

*  Water meter removal, replacetment andfor reinstaliation
» Wik meter testing

o PowerStream shall provide writtsn notives 1o the customer 1o bave the ARE instalied
or ropaired

o Coerdinasion of appointments for repains to water meter remote readout devices.

»  Resohtion of Retumed Mail

»  Management of owtgoing matl.



BERVICE LEVELS

*  PowerStream will include with bs regular bill matlings ooz {17 36 insert per mailing
{containing Wisterworks information supplicd by the municipality) st no oost, Availability ie
st the discretion of PowerStream. There may be third party costs associnted with bill inserts.

Telephone and Written fraquiry Handling

Response to telephone and written inquiries regarding watersewor and sloctric will meer or exceed the
mandated requirements 89 st ot by the Ontario Energy Board:

o Teie_péhme Response — £3% of calls answered within 30 seconds.
o  Writen Response to Isguiey ~ Within 10 business days, 80% of the time,

Annuz! statistics are reported o the Ontario Encrgy Board,

+  Mondhly Bitling Summary - best efforts by the fifth working day and o fater than the 1™
catendar day.

*  Monthiy Active Account Count List of Water Acenuats best efforts by the fifth wanking Say
{hroken down between reskienttal and commenciall and ne Inter than the 10" calendar doy.

Water Meter Serial Number Corrections

PowerStream sball update the water meter serisl aumbers in their database as provided by the
Chty from time to fime. These corrections should be merged intn PowerStream’s database within
26 business doys of recsipt

Weork Orders Stutistics
s PowerSteeamn shalt provide the City monthiy reports of outstanding week orders,

Customer Billing Data
PowesStream should previds customer bilfing £ata 1o the City In slectronie format at the end af
ek billing month. The billing data shouid include the customers bilied in the current month,

separated into residential, gonerat and industrinl customers. Data is used in various Watorwarks
analyses.



PRICING

FPowerSream wil chavee the followme prices for peoviding the water meter rmading, billing and

pavment & collaction
made 3t the end of G

SE.

L]

saryvices Huted sbove. Arn adyestment based s sotwel sccounds wall be
MG and at e and of §F 2030, Remttancs is on the 10 day memh

>
=B
e

The prices listed shove are coot based xd ars moadked up by Powerbtream’s weaightad svarags
cont of capital of 7.3%. The following provess was used o ztvive a8 the costs. The meter reading
sarvice is obtained form 4 competitive biddiag process.

Lea Tt e

rs

R e

Determined the divect couts assoctated with providing the ssvire.

Deternisned $he indiract costy 2isocizted with povniding the service.

Distenmized what percentazs of sach budgetzry accomyt of the vanouws Cusiomer Sernces
Drsparmments ave athimeable 1o providing the servioss.

Dratenminad what costs zve ralsted cady to providing the service and PowerSivears
wonidn't ineur 1F i ddu't provide the seice

Zdsted all cozts for 2% milation foo vears 3009 and 2010

Surepeed ail the zoxts related 1o providing the water services.

Adueted the total cost for 7.3% n ovder to snswre 3 ROI of 7.3% as requited by the
ARC.

The adjusted zmont 12

we paice charged o the City of Vanghan,




SCHEDULE G
PRICING SUMMARY



PRICING SUMMARY

ity of VaughanPowerSisam
it Services Pricing Sursmary
2008 o 2018

Services Provided by the City of Yavghan 1o PowerStream

{in Doliars}

| Sehedute - Sersoe e LB T B T R
A - Faciiiies ¥17 532 731, 882 746 528
B - information T echnology 37 800 37 740 38 4588
G+ Fuel Service Charge 103,818 11 1584 11 4041

Services Provided by PowerStresm to the City of Vaughan

Servies: 20081
£} - Pagrol 260,075 266091
E - Cashiar 231871 235,865
F - Water Genvices . 1376 148 1414 387













SHARED SERVICES AGREEMENT made fn dupdicate this 17 day of January, 2008
BETWEEN ‘

POWERSTHREAM INC,,
thervinatter called “PowerStream”™)

.

THE CORPORATION OF THE TOWX OF MARKHAM,
fhereigafior calied the “Tewn™)

WHEREAS on June 1, 2004, Hwino Vaeghes Distribution Ine., Madkdam Hydro
Trigteibution Inc. (“Markham Hydre™) and Richmond Hill Hydeo Ine. amalgamated to beoome
PowerSieam {the “Amaigamation’™ in acoordance with & merger aprecment dated March 11,
04, betwern The Corporation of the City of Vaughan, the Town, Hwdro Viaughan Distribution
1ne., Markbam Energy Corporation, Markbam Hydro Distribugion Toc. aod Richunoad Hill Hydro
Ine. {the “Merger Agreement™);

AND WHEREAS prior to the Amalgsmation, the Town and Markbam Hwdro entensd
into an agreoment dated April 17, 1994, providing fie Markboin Hydre to imploment and co-
pedipaie the billing end colicotion of  water rates on behalf of the Town {the “Bervices
Apreement™)

AND WHEREAS pususm o subsection S.HOHDY of the Merger Apreoment, all
contracts Hsted on Schedule 4.2{34) of the Merger Agreement, which includes the Services
Agreement, are 3o satisfy the reqnirements of the Affitkee Relationships Code for Electrickty
Drigiributors and Transenitiers eued by the QBB sod revised Movember 24, 2003 (the “Affiliste
Relationships Code™),

AND WHEREAS PowerSiresm and the Town wish 1o srder o 4n sgreement to replace
the Services Agreement in order for PowerSresm to continee 16 provide certain services to the
Tows and the Town o provile conisin facilities to PowerStream consistont with the Affiliste
Relationships Code and for the considerstion and on the terms and conditions hereinafter sa
forth,

NOW THEREFORE i consideration of the promises snd the nataal covenanis and
agreements herein contained {the receipt and sufficiency of which s hereby acknowledged by
each of the Parties horeto), the Parties horeto hereby covenant and agree as follows:

i ENTERPRETATION

1.3 Definitions. In this Agreoment, including the recitals and Scheduies hereto, the
follrwing words shall have the following mesnings:



“AfMiate™ mwans a body corporsse which is deemed to be affilimed with
another hody corporate, by virtue of one of them being the subsidiary of
the otber o7 both being sebsidiaries of the same body or each of them
helng controfled by the same person

“Affifinte Relationships Code™ means that as describoil in the thind recital
of this Agresmment;

“Agreement” mears this apreement and all recitais and ab Schedules
attached hereto as the sime may be amended, modified, supplemented,
restated, or replaoed Bom time to Gme;

“Apphicatie Law™ means eollecaively, sil applicable federal, proviscial,
terrisoriad, monicipal and forefpe laws, statutes, ondinances, deurees, rules,
regulations, by-dows, legally coforocsbie policies, codes, or guidelines,
judicial, arbices), administrtive, ministeriat, departmental or regolatory
judgments, orders, decisions, directives, rulings or awards, and conditions
of any gramt of approval, permission, cerification, consen, Tegisitation,
ahority o Heenee by sny conrt, statutory body, self-reguluory suthority,
stock exchange or ofter Goveramental Avthority,

“Binding Arbitration” hos the meaning asceibed thereto in Section 8,12

“Rusiness Dy mweans ey day otber thop o day which is 2 Saturday, a
Sunday or a statuory holiday or s eivie holiday in Outario;

“Ciaboes” has the meaning aseribed thereto i Section 7.2

“Confidentisl Information” means the confidential, seerst or proptictary
information of one Party (the “IHsclosing Party™), including any of such
inthrmation or dita which o} the Diselosing Party is obligated, under
corfract or lav, to keep confidential and {b) 35 technicsl, financial or
businsss in nature, md which has beop o may heresfter be disclosed,
dizectly or indirectly, to the other Party {the “Recipient™), either orally, i
wriling or in suy ether material form, or deliversd to the Recipieni

“Disciosing Party” has the mesning aspeibed thereto in Section 3.2
“Effective Bute™ means the date of this Agreement — Tanuary 1, 2008,

“Exfension Notice” has the meaning ascribed thereto in Section 4.2

3 “Faeilities™ means the fagilitics provkisd by the Town to PowerStresm as

29t out on Rchedule A atteched hereto;

“Fees for the Facilities” means collectively, the charges sel out in the
Lease, for the provision of the facilities by the Town to PowerStream as



1134

£.1.15

1516

1137

IR L

HERE

1.1.20

1121
1128

1.1.23
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1125
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set ovt om Schedule A atiached hereto, plus ail applicable taxes if any in
segpect thepent

“Fer Review Date” has the meaning ssoribed therete i subsection 253

“Fees™ mmeans collectively the Fees for the Facilities and the PowerSiream
Fees;

“Governmental Asthordty”™ mesns any court, arbitrstor, administrative
agency, commission, or poveramentsl o regulstory official, deparirment,
agoney, body, ssmthorly or instrurentality, whether froipn, Rederdd, stule,
provinetal, musicipal, or loesl, bavisg ferbdiction gver the Pasties;

“Pr Writing™ or “Written” means & posted letter, a faessaile transmittel or
an o-roail nessage;

“Fmternal Dispete Resolution™ hus the meaning sscribed thereto o
suhsection 5.12.17

“Lease” means (he lease dared the 5% day of May, 2003, betwees The
Corpormtion of the Tows of Markbam snd Markbam Hydre Distribution
bne., a5 smended by the Memwrandum of Understanding (“MOU™) dated
February 6, 2008, hetween PowerStrears ad the Town of Markham,
copies of which are sttached as Schedule “A”as smended in writing from
time to time,

SRFIPPAT means the Musicipal Freedom of Iformation and Prowection
of Privacy det, B.3.0L 1990, . M. 56,

*Metice” has the meaning ascribed thereto in Section 8.4;

“Partdes” reans the partics 1o fos Agreemment and “Party”™ shall mean any
one of thers,

*PowerStream Fees” means colleatively, the charges for the provision of
the Services as set out in Schedules A and B abiached hereto, plus alb
applicable sales or service {axes in respest thergof,

“Recebving Party” has the meaning sseribed therete in Section 3.2,
“Requesterd Party” has the messing sserbed thereto i Boction 8.1,
“Servives” menns the services purchased by the Town fom PowerStream
as st oud on Schedules © and D attnched hereto, or thoge services apreed

1o in writing between the Parties from time to time;

“Term" moans the term of this Agreement commencing on the Effective
Duste to and including the Termination Date;
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1.4

[
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1.1.2% “Termination Date” hus the meuaning sscribed therelo in Section 4.1; and
1.1.29 “Dinsatisfied Parts” has the nwaning ascribed thoreto in Seotion 8.1,

Headings, The division of this Agrecenent into Sections and subsections and the
insertion of headings are for conventence of reference only and shall not affeor the
comstraction or Bsterpretation of this Agroement. The terms “this Agreement”,
“higreol’, “hereunder” and simdlar expressions refer to this Agreement and pot o
any particelar Section or other portion hereof and bohde any agmesment
supplemental hereto. Unless something in the subdect matter or context is
inconsistent therewith, reforences heren to “Seetions™ are to sections sad
“subsections” are to gubsections of this Agreement.

Extendied Meanings. In this Agreoment words importing the singular mumber
onty shadl inclode the plord amid vice versa, wonds importing any gender shall
include all genders and words dmporting persons shall include it ividuaks,
perinershins, sssociations, trusts, unmeorpored organisations, compssies and
COTPOFRERIE.

Correney. All references to cumeney herein are to lawful money of Canada
uniess othorwise apecified.

Schedules. The foflowing Schedules which are sitached to this Agreament are
incorporated by reforence info this Agreermem and sre deemed o be o part of it

Facilities provided by the Town o PowerStream:
Schedule A - Facilitios
Schedule B . Cashiering
Services Pirchased from PowerStream by the Towns

Schedule C - Water Meter Resding sad Water Billing and
Rernittance

Schedule D - Streethpht Mairdenance Services

Schedule £ - Prizmg Summary

SERVICES

2.1

22

Provisio Services

In accordance with the terms hereof, fiom and affer the Effective Date to the
Termination Date:



2.4
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2.2.1  PowsrSoeam sprees to provide and perform, mt fhe request of the Town,
the Rerviees for the benofit of the Town or the Town's Aflilldtes, as e
cuse may beg sl

the Town agrees to provide the Pacilities for (he benefit of PowerStream
or PowerStreany's Affiliabes, as the case moay be, as the suoeessor in Htledo
Markham Hydro Distribation Inc., the nmwed Tenant in the Lease, in
aconrdance with the provisions of the Lesse, as smended in weiting from
tame {0 tme PeoweStream covenants aad aprees to comply with the
provisions of the Lease, as amended from thine to time.

1
|
$oit

X ex  Notwithstanding the provisions of section 7.7 heeein,
?(}werﬁtrwm ahals provide the Services in 5 prodent business mapner i
sceordance with the policies and service lovels applicable 1o such Services as sot
ot in Schedules € and D inclusively or such practices, policios and serviee lovels
#s may be amended from thme o time purstant to Secton 24 hereof
PowerSeresm shalt provide the Services in sccordance with all Applicable Laws.
Motwithstanding the fregoing, “Applicable Laws” shall not inchide any by-
hows, puslelines, directivas, rules or staedands of the Town introduced,
proclaiesed or wnplemented after the date bereof that sffects the provision of the
Serviess by PowerSiremn horeunder or the torms hmi’.

Amengments. Al any time during the term of this Agreememt the Town may
requcst ehanges in the Services that the Town receives o the practices, policies or
performance levels applicable 1o the Services received by the Town by submisting
much requests in writing o PowerStream. Within 4 ressonsble time, but i any
event mt mxre thae thinty (30) Business Davs sfter recstving writlen notive of g
request, PowerStream shall advise the Town whether the chunge reguested will
huve an impact on the delivery of the Serviess, acting reasonably, and whisther or
not the reguest will have an dmpsct on the associated Fees and whether
PowerStream suthorizes the implementation of the change under the revised terms
specified by the Town or rgiects the change proposed. Minor adivstments o
existing reports shall not trigger fee increases or the imposition of one-time fees.
Fonding PowerStream’s rosponse, the Town shall comtinue to receive the
applicable Services in sceordance with the latest approved testns for the provision
of such Serviges,

131 PowerStream Fees rendered by PowerStroam shall be those as 3¢t owt on
Seheduies & and B, or a5 muteally agreed upon by the Parties in writing
from thrne to time. For clarity purposes, the PowerStream Foeo set out on
Sehedules A and B r vears 2008 and 20140 bave been sgreed spon by the
Parties and such fees bave been paid by the Town i full and mo
oustanding amounts are pavable in respect of those years ag of the date of
this Agresment.
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Fees for the Fagilities provided by the Town shall be those as set owl o
Schedule A, o s muteally agreed upon by the Parties in weiting fom
thme to time. Por darity purposes, the Fees for the Facilitios set ouwt on
Schedule A for vears 2008 and 2070 have been agreed upon by the Parties
ad guch fees have been paid by PowerStream in il and no outstarding
amounts are paysble in respect of those yesrs a3 of the date of this
AgTeimien.

The Parties shall review the PowerStream Fees on an amnual basis, prior to
or on Noversher 1 (the “Fee Review Daig”). PowerSiream shall base the
PerwerStreuns Foes Sor the following year on reasonable estimates. 1 the
Parties are unable 0 agree on the adjusiments o the PowerStream Fees
within thirty {30} days of the Fee Review Diate then the dispute shafl be
seitled by the dispate resoletion procedure i accerdance with Section
£.12 herein.

Unless otherwise specified heroin, PowerStroam Fees shall be mvoiced to
the Teowst on a quarterly beesis.  The fingd invoice san by PowerStream to
the Town for Sweethight Meinterance Services only, shell sdivs the
] Pees fo reflect actual rather than budgeted costs,

Fess for the Facilities chall be invoiced 1o PowerStream in accordance
with the Lesse,

The Parties agres thal payment of PowarStream Fees and other charges
provided for horeunder will be due and payable in arvenrs ot lator than
thirty (30) days after the date of invoice.

All PowerStream Fees and the Facilities shall comply with the
requirements of the AfEEste Relasorships Code

eration by Town. The Town shall co-operste with PoworStream to assist

in izvmcm of the Servives. Withous timiting the penerality of the forepoing,
the Town wilk

2.6.2

assign & minimam of two {2} representatives of the Town 1o co-ordinate
with PowerStrean the provision of the Services to the Town to desl with
fimancial and operational issues respectively;

prepars and peovitde 1o PowarStream, i 8 mutvally accopusble firmat, ol
information reasonably reguired by PowerStreamn to permit proper
delivery of the Services;

eatablish, incotporate and mainiain ss pant of the practices, policies and
service levels appliceble to sech  Serviees, i coaseltation with
PowerStroany, operating procedures 1o satisfy the Town's requirements for
svcuracy and auditing
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2464 wain, i necessary, personeel o assist in the provision of the reqguired
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information o PowerStream fo permidt PowesStresm to poovide the
Services sl

provide PowerStream assistance in ooflecting amounis owed 1o the Town,
The Town may place any of such sopaid amoemts on the collector’s ol
and enfirce sy other righis or remedies of the Town pursusnt to section
982} of the Municipal Acd, 8. 00 2000, ¢ 23 '

PowerStress sokaowlsdges that the ownership of sl data in respoct of
water and sower customers of the Town as such data relates o0 water asd
sewer information, waker and sewer copsumption history and charges, fire
protection nformation, customer inforneion dncluding pame, billing
address, Jegal description, service address, the fins! twebve [12) months of
meter readings for cach customer, outstanding waber ant sewer involees,
customer oredh and collection information, and information with regard 1o
work orders snd asset managoment systems B oand shall remain e
propeny of the Town, PowerStrewm shall cosure thal all of the data
conzemplated by this Beetion 2.7, s backed up in apcordance with current
PowerSream procedures and can be restored inl-2 Busingss Davs, The
Town acksowledges that PowerStresm can only back sp duta collected
over & Inaxismen peried of 7 years,

The Tows ackeowledges that the ownephip of dat in respect of
eloctricity customers of PowerStream or any of #ts Affliates is and shall
reymain the property of PowerStream

Reguests for data by the Town under Section 1.7.1 shall be made i
writing, which may incleds clecironic muil, Iy an individual designated by
the Town o the pitention of Bill Schinidl, Director of Information and
Technology = PowerStream or such other individual designated by
PowerBiresm, PowerStresm shell within | Business Dy advise the Town
of the effiset reguired to provide such data and such data shall be provided
by PowerSircam to the Town oo later than 2 Business Days from the date
the request is made by the Town or within such other, longer period of
timse as set out in the response fom PewerBtreans,

Each Party, #is emplovees and agents shall abide by all Apphicable Laws,
inchuling the requirements of the Affiliate Relationships Code to the
extent that # applies, velsted o the collection, use, relention, destructiog
wed disclosure of any persenal dats which hes been collected, used,
retgined, destroned and disclosed in conseetion with the Services and The
Facilities provided by such Party bercunder.
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CONFIDENTIAL INFORMATION

32

ity Obfigation, Commencing opon the Effctive Date and
tareabber | ench Party:

351 shadl freat ms confidentisl, keep in sefe custody and not disclose 1o any
third party any Confidentisl Infirpation provided to # by te other Pany;
arnd

312 use such Confidentinl Information only to the exienl pecessary to comply
with this Agresment.

Each of the Parties shall establish and enforee procedures to protect Confidential
Informmtion disclosed to # by the othey Party and shall restrict disclosure of such
Comfidential  informmtion o only those employees, officors, apents  aud
professional advisors of it sod its Affilistes wha need to know such information in
comnection with such Party's performance of this Agreement and In accordance
with MFIPPA or any other applicable legislation. 3 a Party or iis Affiliate &
requited by onder of any Governmeetal Authority or Applicable Law or the mules
of & stock exchange 1o dichwe Confidential Information disclhesed to 2t by the
otirer Parly, #t shull promptly sotify the other Party of the request for disclosure
and shall cooperate with the other Party #f that ofher Pasty opposes the reguest for
disclosure and wishes 1o sesk comfidentisl treatment B such Confulential
Informstion that & required 10 be discloscd.  Bach of the Parties acknowlodges
that no adeguate remedy 3t Iw exists for 2 materfal breach or threatemed material
breach of this Section 3.2 the continuation of which unremedied will cause the
other Party 1o suffer irreparsble hanm, and agrees that the other Party is entited, m
addition to other resmedies which may be availsble ot law or in cgulty, to
imemediate injunetive relief from any breach of this Section 3.2 and to spegific
verformance of #s rights.  Prompily following the Termination Date, cach Party
agress to uge comenercially reasonable efforts to deliver o the other Party (the
“Disclosing Party™) the Confidential Information {including all clectronic and
other copies thercof) diselosed 1o it {the “Receiving Party™) by the Duclosing
Party that ike Receiving Party possesses o7, upon reguest by 2 Disclosing Party,
the Recetving Party shall coafirm to the Disclosing Party that such Confidestial
Information bas been destsoved in acoordanve with the Disclosing Party's
instructions but, in oo event i such Confidential Information is not returned to the
Disclosing Parly or destoved i accordance with #s instractions, such
Confidential Fnforastion shall not be disclosed by the Receiving Pasty to sy
uther person,  Notwithstanding the forgeing, (i) PowerStream acknowlicdgoes that
the Fown and fis Affiliates are sublect to MFIPPA snd PowerStrenm agrees to anl
in acenrdance with applicable provincial tews relating o privacy as they spply i
the provision of the Services by PowerStreany and (i) the Town acknowledges
that PowerSiream snd it Afhlates are subject to the Personal biformation
Proction aad Flecronic Docaments Act {Canaday and the Town agrees fo a0t in
aconrtasce with applicable federal laws relsting to privavy as they apply to the
provision of the Facilities by the Town.



4, TERM.

Terme This Agreemwnt will be offective 5 2t the Effective Date and shall
termingle three {3} vesrs after the Effective Date, unless torminared ewlier
purspant 1 Segtion 5.1 or estended by penewsl of the term parsuant 1o Section 4.2
{the “Fermination Date™).

ension of Term, I¥ cither Porty gives notioe fn weiting to the other Party by
nm iazef than sixky {60 davy prmr o the Tenmination Date, requesting the
continvation of Services ot the provision of the Facildies, as the case may be {an
“Extension Netice™ for an adlitional ome veur period, the Parties sgree fo
negatiate, i good Balth in order o deterndine the terms and conditions on which
such Serviees or the provision ofthe Facilities will be proviled for a renews! term
of one yow or such lomger penod s 15 muually agreed fo.  Notwithstanding
srething in this Section 4.2 fo the contrary, there shall be no oblipation upen any
Party having bees provided with an Extension Natm to extend the torm of this
Agreemnont.

5. TEEMINATION.

53

Termination. This Agreement, cxoept for subsections 231, 282, 1541w 257
inclusive, and Sections 3.1,3.2 and 7.1 to 1.5 incluseve, which shall survive the
termination of this Agreement, shafl torminate on the Termination Date and may
be terminsted prios theesto gs Bllows:

551 bvthe mivtual written consent of the Pamies hereto;

512 by either Party effective upon oot fess dan twebe (12} months welten
netive 1o the other Pasty o respect of the Facilities or the Services, save
and exeepd for water services provided by PowerStresm to the Town as set
out on Sehedude B bereto, which shalt require PowerStream o provide the
Fown with cighteen (15) moenths written potice for termination of such
servige;

0
P
Lk

by either Pary effective upon not bess than tharky £307 days written notice
of any material breach or defaull of any provision or obligation of thiz
Agreement by a Party, provided that such sotice will not be effective to
terminate this Agreemrent in the event the other Party cures the defauk
durireg such notice period; and

514 womediately, by sither Party if the other Pany becomes insolvert ar s 2
party 10 any bankropley or receivership proceeding or any similar acfion
affecting the affairs, propeny or solveney of such Party.

cemination  Wihout fice, Aty such termination of this
Agreement shall be without prejudice fo any other remedics which any
Party may have against the other srsing ol of such breach of defoult and




T

shall not affect any rights oy obligethons of any Party arsing under this
Agrecment prios to sech termination,

6. FORCE MAJEURE.

£.1

Force Majeure, Pecfirmance of any obligation under this Agreemend, otbey than
the payment of Fees pursuant o Section 2.5.6, may be suspended by either Party
without Hability to the extent that an act of God, war, fire, earthguake, explosion,
poveenmentel expropristion, governmemtal law or regulstion or any other
aceyrtence bevond the reasonable contsol of such Pty or kobour disruption,
sirike or injunction G such Isbour evens & ned caused by the bad faith or
unmagsonable conduet of such Party) delays, prevents, rogdos, Hmits or rendess
commercially nafeasible the perfivmance of any such obligation. The affected
Party may imvoke this provision by promptly netifving the other Pady of the
natare aad esthmated dumstion of the suspension. No Pasty hersto invoking this
provision shall be liabde for any fallwe to perform or any delay in e
performance of #s oblipations in this Section 6.1,

7. DISCLAPMER, LIMIT OF LIABILITY AND INDEMNITY

7.3

2

A

Discinimer. The Services provided by PowerStream are provided withow any
warraitty whatspever, other tsan as is sot forth in Section 2.3 twreof. In perticular,
PowerSiream makes no warrenty as to the suitsbility of any of the Services for the
specific purposes or aeeds of the Tows, The wamanty contained i this
Apreement i3 the only warranty made by PowerStream with respedt o the
Services. PowerStream specifically encludes any other warranties or comditions
express o implied, including, but not lmited to, implied warranties or copdithons
of merchantability, merchamtable or satisfactory quallty or Bmess for & particular
purpose, and those arising from a sourse of deahing or wsage of trade,

Iademuity by the Town. The Town agrees to indemaily, defend and bold
harmiess PowerStreamn fom say and all eladms, litigation, demages, bosses, causes
of action or expenses (inchuding legal fees and dishersements) {“Clalow™}
seffered or nowrred by PowerStrean fror thied parties o otherwise i comneetion
with:

7.2.1.1 a breach of the Town's obligations under this Agroement insofar as
PowerStreamn  has  complicd with ¥s  obligations  under this
Agreement; and

7.2.1.2 any negligence on the part of the Town, s employees, contracions
or agents i s provasion of the Facilities.

Notwithstapding the provisions of Section 7.2, the Town shall be under ne
obligation o indenmify and save hormiess PowerSiremn Fom any Claims
resuliing from the negligence or wilful misconduct of PowerStream in s
provision of the Services bereunder,
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Indemnity by PowerStream PowerStecam agrees to indemnify, dofond and hold
hermibess the Town fom any and all Cladms saffered o inowrred by the Town
from thind parties or othorwise n comnection with:

T.4.% = breach of PowerStream™s obligations under this Agrecment nsofar as the
Town his complied with s obligations under this Agreernent; and

TAZ any negligenoe on the part of PowerStream, its cmplovecs, contescons o7
wgents in s provisen of the Services horesnder,

Notwithstanding the provisions of Section 7.4, PowerStream shall be under no
obligation to indetmity and save harmiess the Tewn from any Claims resulting
from the negligence or wilful misconduct of the Town in its provision of the
Facilties hereundes.

Insursnee. PowerStrean shall provide and keep in force a oomprehensive
Habilty msurance poliey with toverage egual o or prester than Fiee Milkion
Dadtars (35, 000.008) {Canadian} of sufficiers coverage in respedt of the Services
performed by it under the terms of this Agreement. The Town shall provide ard
keep in force durance in respect of the Facilities a5 reguired under the temms of
this Agreement.

MISCELLANEOES

8.1

Audit, PowerStream shall maintain acourate and eomplete boobs and revords with
respeet fo0 {1 the Servioss provided Bereunder, {11} the PowerStream Fees, and (1)
any infiresotion provided by the Town w PowerStrenn for the provision of the
Services. The Town shall mainiain accurste and compicte books and records in
respest e 40 the Facilities provided hereunder, (i) the Fees for the Facilities, snd
(i) any tnformation provided by PowerStream for the provision of the Facilities,
Each Party shall keep #s acoounts and records in secordsnos with Canedian
generally sccepted avcounting principles fom time w dme approved by the
Canadian Instzute of Chartered Accountans £07 2 Rucoessor Ingute) with respent
to the computstion of Fees and other charges pavable pursuast 1o this Agreement,
Each Party shall be entitled 1o audit such books and reconds o order w0 confam
compiiance with the terms o this Agreement. Each Party shall make such books
and recurds gvailables o individuals designated by the other Party and provide any
assistance # msy ressonably reguire in oader o conduct audits and nspections,
provided that:

$.1.7  audits snd inspoctions shall be made &t reasonable thoes and on at least ten
{16 Business Days prior notice; and

8.1.2  audits of Fers shall be made not later than fwenty four (24) months after
such Feos have been paid by a Pagty 10 the other Party,

Each Panty sgrees to provide the other Party with reasonable fieilities for such
pucits aned inspections and copies of dostreents, whers necessary, appropriage and
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8.4

8.3

1%

A

permitted by law, 1f a Party is oot satisfied with the information provided (the
“Unsatisfied Party™), the Unsatisfied Party mey retain, ab 35 own expense, an
independent suditor, fo review the hooks and reconds referred to above. The Party
requested i provide additionsl infrrmation {the “Requested Party™) may refise
o disclose to the Unsatisfied Party or i spoots sny mfoomation thet the
Beguested Party & prevented from disclosing as & resull of a confidemiality
ohlipaifon to another person  provided that the Requested Pany shall wse
comrercially reasonable effors o obtein copstats to penmit diselosure of such
mformation i such information i reasonably required in order to conduct an awdit
and nspection by the Reguesting Party under this Section 8.1 and the Reguesting
Party or #ts agenis has requesied access to such information,  Bach of the Parties
agree that epy third party vonducting an audit or inspection shall be subject 1o the
vonfidentiabiey provigios of Sections 3.1 and 32 and may be reguived by the
Reguested Party to enter into 8 confidentiality and mon-disclosure agreement
form and substance reasonably scceptable to the Reguested Party and each of the
Parties agree thet should an independent studitor be deemed by the Reguested
Party to be a competitor of the Requested Party, the Parties shall mutually agree
to the roview and audit procedures prior to such review snd sudit,

Governing Law. This Apgreement shall be govemsd by and comstrued is
accordancs with the law of the Provinee of Ontario and the lews of Cansda
applicable therein.

Successors. This Agreement will eoure to the beaefit of and be bbading on the
respective sucoessors and assigos of cach of the Parties.

Time of Essepce. Time shal be of the essence of this Agreement

Kotices. Unlesy otherwise expressly provided herein, any potive, consent or ather
commupication {a “Netice™) given pursuant 1o or 0 connection with this
Agreerment shall be in writing and shall be suffiviently piven 10 the persoa to
whom i 5 addressed if wansmitted by facsimile, delivered in person o or for such
person at the sddress of such person indicated below or at such other address as
such person shall ave provided In writing o the other Party in accordance with
this provision. Any Notice provided in sccordsnce with this provision shall be

" deemned to have hees sufficiently given or mude on the date on which B was so

transmited by fasimile or delivered provided that #f such day is not 2 Business
Day or delivery ocours after serma! business hours of the recipient, the Notice
shalt be deemed given or made on the Business Day following transmission or
delivery, ag the case may be

To PowerStream:

PowerStream ke,

161 Cityview Boulevard
Yaughan, Oustario

LAH AR
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Altention: Dty Nolan
Exsoutive Vice President, Cotporate Scrvices and Scerctary

Fax: (903) 532-4616

E-Mail Gennis polanihpowersiresn o

To the Town

The Corporation of the Town of Markham
Anthony Ronmem Cendre

1] Towa Centre Boulevard

Markhare, Ontario

L3R 9W3

For Fisancia] matoers or matiess relating to the Facilities:
Attention:  Barbara Cribbent
Treasurer

Fax: {905) 4707765
E-Mail bhoribbeti@markbam.ca

For Operational issues:
Attenbion; Steven Aptdrows
Dhirector of Asset Manapemens

Fax: {5} 479-THO0
E-Mail: saprdrewsmarkham, ca

or o such othor sddeess a3 such Party shall have notified o the other Party hereto.
Any communication s addressed and delbvered shall be deemed 1o have been
sufficiently given or imade on the dute on which #f was recelved,

Entire Agreement, This Agreoment, together with the recitals snd the Scheduies
attached bereto, constitutes the entire sgreement between the Parties hereto with
regard to the sublect mmtter hereof and supersedes and cancels all provious
pegotialions, agreemenls, comunibreents and writings in respeat of the suhject
matber Beeeof. This Agreemont may oot be modified or amended in any respect
except by written instruenent signed by the Parties heveto.

Waiver. The failure of sny Party o this Agreement ® any time to roguire
pesformance by the other Party of any provision hereof shall in no way affect the
fial] right to require such performance at any tme thereafier of sy other provigiss
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hereot and no waiver by any Party hereof of any breach of condition, covenant or
agresmpest shall constitute @ waiver except I8 respest of the pacticalsr breach
giving rise to such walver, Ay such wabver shall be effective only i made in
writing by the Party entitled to wabve the provision,

Imdependent Contructor. By vinuwe of this Agpreement, s Party hereto
congtitutes any other Party hereto as its agent, pariner, joint venturer, Banchizes
or jegal tepresentative and no Barty has express or implied asthority to bind any
other Patty hereto i any manasr whatsoever, Unless otherwise contemplated in
the Servicsz or the Facilities or spproved in writing by the olher Panty, no Pary
hereto will assume or create any obligation or respomsibifity whatsoover, express
of devpedied, o Irehalf of oy & the name of that other Party.

>

A ment. Thin Agreement and the prmimm herein granted shalt not be
a&s;gﬁeﬂ by either Party except with the prior written consent of the other, such
comsend oot 1o be sareasonubly withheld. Nofwithstending the forepoing, either
party o its pennitted assipnee may, &3 security toly, assign, teansfor, pledge,
grant a securky inlerest in or ofberwise dispose of 8s rights and interests uader
this Agresment to a trustee or lending insthiution, inchuding such an asshpnmend,
transfer or other disposition upon or purssad 1o the oxcrcise of romediss by such
trustee or lending nsttaun,

Further Assuranees. Each of the Parties hereto fom time to tine af the reguest
and expesse of the other Pary hereto and withowt firther consideration, will
gxacute and deliver soch other instroments of trasfer, copveyance and
sssignment and 1aks suck further action as such other Parly may require to moere
effectively complete any matter provided for herein.

Severahilitv. Any covemant or provision hereof determined o be woid
unerforcesdle in whole or in part will be deemed oot 1o affect or fmpelr the
vatidity or.enforceability of any other covenant or provision hersof and the
covenants and provisions hereolare declured to e separate dnd distanes,

Arhitration.

£.12.1 In the event of any dispute or clnim between the Parties, arising oul of, or
refating to, n any way connected with this Agreement or is interpretation
or the fulfilmen of the obligations of the Parties hergunder {a “Dispate™),
sueh Dispute shall be rolerred intermally by either Party by written
potification o Dennis MNeolan, Bxecutive Viece President, Cnrporate
Services and Sooretery ot PowerSiresm and Jobhn  Livey, Chief
Admisistrative Officer at the Town for resolition {the “Internal Dispute
Resalution™). [f the Dispite i not resoived within 60 Bosiness Davs of s
Digpute being referred w0 the hvernel Dispute Resclution then such
Digpute shzli be settled by hinding arbitration {"Binding Arbitration™},
Bimding Arbiration shall be conducted in accordance with the Arbitration
Az, J9R] (Ontarin), as smended Fom tme to time.
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f shall be 2 condition precedent to the right of a Pasty 1o this Agreament
o submit 4 Dispute ic Binding Arbitration that such Party shall have given
written notice of ity intention to do 5o 1o the other Party to this Agrecment
and such written netice shalf stute the particelars of such Dispule, Wihin
tens (10} Business Bays of such potice bedng provided, the Padtics to this
Agresment shall mutually sppolst o single arbitrator o determine the
Prispute. The arbitrator shell Gx 3 time, which shall not be loter than ten
{10F Business Days following his or ber sppoimtment, and 2 plave in
Veughus, Ontario, for the purpose of hearing the  evidenee and
representations of the Parties.  Bach of the Panies shall co-operate with the
arbitrator and shall provide Bim or her with afl infremation in their
possession or wler thelr contral necessary of relovin fo the matter being
defermined.  Within fen {310} Business Days after the conclusion of the
exbitration hearing, or such longer period ss mey be requived by the
arbitrator appointed wmder this subsection 8,122, the arbiteator shall make
s wwvard and veduce the same o writing and deliver one copy of his or her
decision 1o each Party,

tbe Parties fail t0 agree on s wbitrator withis the time period apecified
in subsection 8.32.2 shove, then, unless the parties otherwise agree, the
Dispute shell be submiited to ADR Chambeis for Snal resohmion, which
submission shell be by written notice which may be proviied by either
Party tn ADR Chambers and to the other Party to this Agreement. Within
five {5} Business Days following the date of any potice given by either
Party pursesnt fo thix subsection 8.12.3, an arbitrator sholl be selociod by
random draw made by ADR Chambers, The wrbitrator so selected shali
perform both the settfermnent conference and the trial in dwe matter. The
Parties farther agree to be bound by the rules of the ADR Chambers in
foroe from Time o tme,

There shall be o right of appeal from the arbitrator’s award except in
accordanve with the Arbitration dei, 1997 (Ontario). The Parties spree tha
a judgment spon the arhiftation award may be entered in sy count in
Conada or sy court having jurisdiction, or that an application may be
made to such cout for udicial recognition of the award mdéor as order of
enforcement thersof  The Portics sprec that the arbitretor sedected
pursaant o subsections 8.12.2 and £.12.3 shall defermine costs {legal fees
arsd dishursernents} as part of the arbitrator’s award.

Counterparts. This Agroement may be executed by the Parties hereto in several
counierpars, ench of which when so executed and delivered shull be en originsl
and alf such cotnterpans shall together constiete e and the same instrameent.
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IN WITNESS WHEREOF, this Agresmaent hos boon exeased by the Parties hereto on the date
first shove writion,

POWERSTREAM INC.

Per;

Name: Dennis Nokan
Title:  EVF Corporste Services & Secretary

THE CORPORATION OF THE TOWN OF
MARKHAM

Per:

“Wame! Frank Scarpitts
Tithe:  Mayor

Fer

Namw: Sheils Bimpedl
Title:  Clerk




Schedule A
Facilities
Terms



Explaration of Pricing

i

Az g esall of PowerSimam vacating the building at 81060 Warden Avenue in
February 2008, the Town of Markham will charge 1/12 of the annusl rent of
603,000 or $50,166.67.

£3.00 per square foot (anmatized) will be charged for the month of F ghrusry onky
for the garage/warchouse. This payment would be: 48,586 soupre feet % 35.00 per
squewre foot divided by 12 =520,244.17

Total of ez 1 & 2 §s §70,410.84

Curdoor storage space will be charged o 3 rate of $10,000 per month from
Seplember 1, 2008 to December 2009,

2008 cost is therefors $110,410.84

2009 cost is therefore S120,000.00



Memorandum of Understanding
Between:
PowerStream Inc. and
The Corporation of the Town of
Markham
Dated February 6, 2008



MEMORANDUM OF UNDERSTANDING daled thisW‘da‘y of February, 2008
Batween:
POWERSTREAMN INC. {'PowerSiream)
And
THE CORPORATION OF THE TOWN OF MARKHAM {"Markham”)

WHEREAS Markham owns the properly known municipally as 8100 Warden
Avenue, Markham, Ontario {"8100%),

AND WHEREAS PowerStroam Inc., as the sucoessor &t law to Markham Hydro
Distribution Inc. has leased a portion of 8100 pursuant to & lease dated May 5,
2004, {the “Existing Lease”} for a term of ton years, from January 1, 2003 10
December 31, 2012;

AND WHEREAS Markham received an expression of interest from a third party
in June, 2007, 1o iease the part of the prermises at 8100 that PowarStream renis
trom Markham, being the garage and warehouse areas (the ‘Premises”),

AND WHEREAS Markham desires vacant ocgupancy of the Premises by March
1, PUOR in oder to aconmenodate e thind parly expression of interest;

AND WHEREAS PowerStream wili benefit from the occupancy of the Premises
by the third party by increasss in revenues from the sale of etectricily;

AND WHEREAS PoworStream s wiling to vacate the Premises on mutually
acceptable termns by March 1, 2008,

AND WHEREAS PowerStrears has securad a temporary faciilty for s
operational use, focatad al 550 Cochrane Dirive, Markham {the “Temporany
Facility'y,

NOW THEREFORE, the parties agree that the tollowing principles will form the
basis of the agreemsant Detween them 1o faciitate PowerStream vacating the
Premises prior o Margh 1, 2008

1. PowsrStream will relocate ail of s plant, equipment, personnel,
vehicies and any other movabie from the Premises by March 1, 2008,

2 PowerSiream shall be permitted to continue fo occupy the 93,540
square fest of the outside storage yard including existing outbuildings
and roadways, the rear storage Jot {presently used for scrap hydro
noles, PowerStream trallers, TransPowar storage yard, and other



cohatriction materisis) together referfed to as the "Outside Storages
Facilities”, until December 31, 2008, or as mutually agreed. No rent
shall be payabie for use of the Ouiside Storage Facilitios for the peried
up to and including August 31, 2008, For the period from September
1, 2008 to December 31, 2008, PowerSiream shall pay Markham rent
of $10,000 per month, for as long as it oocupies the Dutside Storage
Facilities. In the event that PowerStream’s use of the Dutside Storage
Eaciities is substantially reduced during this time, the rent will be
adiusted on & proportional basis.

Marknam shall reimburse PowarStrearm, upen delfivery of
documentation satistactory to the Town's Treasurer, for 50% of the
costs PowatStteam incurs to move its plant, equipmant, personnet,
vehicles and other movables from 8100 to the Temporary Faoility and
2800 Rutherford Road, Vaughan, Ontario, Markham covenants and
agrees that the moving costs eligible for raimbursement ang.

a. Material moving costs (e.g. office furniture and contents, racking,
warehiouse inventory).

b. Flest moving costs (e.g. hoists, tools, alr aquipment),

o, Renovations for Lines, Stores, Metering and Locates staff
officesfacilities.

d. Locker room equipment and instatiation.

e Temporary truck sovering at Temporary Facility {erection ant
rermoval .

1, Instadiation of security fencing 2t Temporary Faciity {erection and
removal).

g. 1T, wiephone, security system and slectrical instaliation {B.0. block
heaters, power o temparary bulldings) at Temporary Faciity and
2600 Ruthertord Road, Vaughan, Ontasic.

. Costs associated with al required permits and site applications for
Temphrary Facilty.

i Other direct costs incurred by PowerStream a¢ a result of
relocation 1o the Temporary Faclity and 2800 Rutherford Road,
Waughan, Ontarlo.

‘the Parties covenant and agree to execute such futher documents as
are within their power and necessary in order 1o give full effect to the
provisicns of this Agreement. including, without miation, an
amandmant 10 the Existing Lease to delete the Premises from the
demised lands and to amend and dslete the rent payable In respect of
the outside storage area.

Expopt as set out herein, all cther provisions ol the Eskiﬁting {ense
ghali remain the same.

B



&, Markham and PowerSiream acknawledge ang agree that this
Memorarthim of Understanding sets out the principles of the
agresmant between them for the early termination of the xisting 8100
besage in respect of the Pramises

1N WITHESS WHEREQF this Men mﬁg of Understanding has been
sxgolted by the parties as of the (E;'-{ y of .. 2008,

THE CORPORATION OF THE TOWN
OF MARKHAM - .

POWERSTREAM INC,

W72

name: Dennis Holan
Tite, EVP Corporale Services &
Becratany

NamesJohn Glicksman
Titte: EVP CFD




Schedule B
Cashier Service at Markham Town Hall



Cashiering Service st Markbam Town Hall

Ferms and Pricing

This Sehedule conveys the service expectations and service deliverables for the Tovwn of

HOU% and lasting for the thres-vear temm of this contract. Al of the service expecintions
Heted below will be scoompanied by full teaining and refivsher training provided by
PowerStream as reguired including documentation,

Service Expectations

O a dafly basds, Town Cashiering staff will be required to do the following:

-
-

Open for business &t §:30 am

Lop into PowerStream’s Customer Information System

Accept payments related to PowerStream by cheque, by cash, by Interae from
customers and oecasionally from Field Customer Service Reprosentatives who
have collected

Input paviments nte PowerStream’s cash management system

Sed aside any post-dated cheques and forward them to PowerSieam's Head
Office

Day-End, Month-End snd Year-End routines as delersined by PowerStroam will
be broadeast to Town Castiering stafl

Town stafl or customer to advise PowerStream at the Hend Gffics loegtion in
Vaughan of payvments made by customers whi are at risk of disconnection or
deserve 1o be reoonnected once they have made theie payments

Prepare courier packages which could include customer related enquiries
Prepare deposits for annoured courier pickap at o geoerally specificd time each
day during regular working hours

Answer basic guestions related to customer bills on account history and basic
jndusiry issues; sy pavinent armngemoents will be made Grough PowerStream’s
Head Office

Close the cashier service at 4:30 pm

Balence payment batches a5 offen as necessary throughout the day

For any shortapes, the Town of Markham will be responsible for the cost of the
outage ameunt Note: this seotion must stay for sccountability reasons - same as
eurrently in place at the Clty of Vaughen where PowerStream is the sprvice
pravider to the City)

Print each posted and balanced payment batch summary and copies of the
smatching deposit ships and send via courier 1o PowerSireany's Head Office

Any correspondence, PAP / EPP applications, name change information, capies
of deposit slips, new service applications and the like should be couriered 10
PowerSiream's Head Office at the next opportunity

Prepare daily separate armoured courier pickep acknowledgements for both cash
snd cheques



Deliverables

PowerStream will provide:

# & & & & 8 & A N

Deposit bags

Preposi! slips

Armoured Courier service

Fafl waining and dosumentation

Any customer related Information or wate schedules

Polnt of sale Interac Machines including vibbons, rolls plus PowerStream receipts
3 *Pald’ Stamps

3 "Entered’ stamps

Uime *Deposit to the Crodit of PowerSiream Ino.” Blanp

The Town of Markham will provide:

*

Stadf o handle the payment and customer service expectations of sustomers and
the Town of Markham

Cooperation 1o determise the source and correction of any errors

A telephone programmed to call toll-free to PowerSirearn’s Hesd Office fr
priority support on issaes of importance cspecially including issues requining
customers 1o be reconnested or to avold being disconnected

A display space for a few customer related Information pleces plus water and
glectricity mie schedules

A local printer o be able to print screens For enguiting eustomers and for batch
buckug.

Annual Pricing

»  One thime 2008 st up cost of $600.00

» 2009 annual cost $33.627

o Add 3% for wagelinoreasesinflation for cost of 57,296 in 2009 and $59.015
2010,
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RE:  Coshiering Functions st Markium Civic Oentre — PowerStreans Payments

T better sets et estimated ooy eehuting oo the Town's cashiering fanction for taking PowsrSiream payiments in the
new yedr af e (3o contre, The costs Hemibzod hersln are our hest estimate as of this date. Thers may be other
incidentals tatey, The Town will be reimbursed by PowerSueem for the costs in Section | {beboay,

Section 1

«  Cashier salary: 353,419 (2007 ratest. This vost wold escalae anepsily based on the unios sontmer

*  Three paim of sale Interac mackine wiephone fines: $200 set up cost phus monthiy opersting costs for the
Eoar ey (incloding e Hot Bine below) 3184 or 32,208 per year. The machise costs e oot bome by the
Town;

*  “Hotline™ tebapione and lne to PowerStream Contaet Centre for customer ingnirics: S400. Any secessary
sigiage will be i sddivion 1o this smones

*  PowsrSiream bogo to be affised to Fuymen: Evap Box ae Civie Contre. Any sssochseed costs 1o et
this,

The serup costs 104ad $600, Annual eperating voss catisuped at 555,617 which inchede saary and monthly relephose
wosis {plus sssociated wes). Noes that stlary coss wodd inceease bised on upits comiractz. Ip sddition, feltphons
tines wilf aiso Bkely be subject 1 change.

in edeicion, bat mot Henired 1o the follrotng Hems that PowerStronm with provide il foad:

Secrion 2

* AR oess for connection w and from the Towsn ang PowerStresn's coimpuset spzlications and hook-ugs.
incleding desk tap applications, on-going suppor, Heenses, oo,

¢ Courier eosts and deposit hags and dhepusi sk

* Cashiering stmps - 1 Paid” stamips, 3 “Entered” stamps sod one “Deposi] o the Credit of PowerSirenm
I

* Any liomtuze latig o PowerSeeem that is 1o be displaved & Civic centes:

*  Seaff truining and documentation:

*  Onher ncidentst or sssorialed costs with the smplamenistion of @s troasfer of functions.

Thet Courpontion of tia Towen of Marklsam 102 Town Certre Bowkvard, Marktam, Orsanas L% MV
SR W Tarkhaeon « T BOF~IN P00 » Fax $05-47%- 155
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Tha Tinal costs witl be provided o you following comphetion of te instatlation of the machines and the implementation
of thie Tows secepting PowsrSreum cusitier puyments. Recuaring ooas will be provided o an annual basis.

Yours tmly,

Lo frded e

Pant Wealleans
Diireetor, Taxation

QFinasce i erneeiDitectsn 30T Tar Souesfowerstem Do Bae 207 doe



Schedule C
Water Meter Reading and Billing



SCHEDULE €

SERVICE DESCRIPTION FOR WATER METER READING AND WATER BILLING

AND REMITTANCE

L ]

Billting of aff waterfsewer services.

=]

=3

o

As required, PowerStream to ¢xplain the methodology used (o praduce esthmated
repdings and the adjustmentcorrection oree rgilar reads mre collected.

PowerSream shall be responsible for the waork guality of thetr meter readers,

PewerSiream sholl be responsibis for submitting sy work ordees relaging o vader
eters to the Town andlor Tows's confractor in 3 timely manner,

Revenue Munagement & Cellections

=]

Payrsent by customers of sater accounts are i conjunction with electricity agoounis
and the smousts owing are treated a5 one {unless preventsd by the Ontare Eneigy
Board from doing 30}

tipen request, PowerStream sholl investigate & provide account details te the Town
for specific castomens whers conssmption yaries from historle consumption fevels.

PowerStraam shall provide bitling & collection fisr Wiaterworks custonar servies a8
per the Town™s approved user fee schedule for the following services:

»  Frozen meter replacement

«  Water furn on swlior tem off

s Water teter removal, replacement andior reinstaltation
s Waker meter tosting

PowerStronm shall provide written notices i the sustomer i have the ARB instalied
o pepaired

Coordination of sppnistments for repuirs to water meler remote readout devioes.

Sesohdion of Retuned Matl



s Mansgement of outpoing mail.

SERVE LS

»  PowerSueam will include with ite regular bill mailings cne (1) it} insery per mailing
{comtatning Wattrworks infornvation supplied by the mmuicipelity) at po cost. Avaitability is
ol e discretion of PowerStream, Theee may be thind party costs associated with bill inserts.

Respones fo selephone and written Inguiries teganding watersewer and eloctric will meat or excosd the
mandated sequirements a5 sot out by the Ontarky Evergy Board:

o Telephone Response - 65% of calls anyeered within 30 soconds.
o Written Response o Inquiry — Within 10 business days, 80% of the time.

Anpasal statistios wre reported to the Cntaro Energy Board.,

v Monihly Billing Summary - best efforts by the fifth working day and o later than the 10™
calendar day.

+  Maonthly Active Account Count List of Water Accounts best efforts by the flh working ey
{brekes dewa between residential and commercisty and vo Jater than e 1 calendar day.

Water Meter Serial Namber Corrections
PowerStream shalt update the seater meter sorinf nimbers in thelr databuse a3 provided by the
T From tioe to time, These pormetions should be merged inte PowerStream’s database
within 20 business days of receipa.
Work Orders Statistics
»  PowerSteeam shall provids the Town monthly reports of outsiding work orders.
Customer Billing Data ‘

PowerStream should provide customer bitling date 1o the Town n electronic format ot the end of
each billing menth, The billing deta ghovid inclode the castomers bifled in the current ment,



separated into residential, gonerat and industrisd customers. Daza s used in varios Witarworks
analyees,

PRICING

FowerStream will charge the following prives for providing the water metor masding, billing and
payment & collection ssrvices listed sbove.  An adjustment based on sctual ascosuls will be
snade a1 the end of 1 009 and & S end of Q1 2018, Remittance & o0 the 16* dav afier month
ok,

» 2008 51363337
009 81405300
s 2010: $1.406,19C

The ywizes Hsted sbove are cost based snd are marked wp by PowerSueam’s weighted avorage
cost of cagdsal of 7.3%. The following process was nsed to wrive af the costs. The mster rending
service s obinined form a competitive bidding protess.

Thetermined the direct costs assotieted with providing the service.

Dietermined the indizect costs sssociated with providing the service.

Determined what percentage of each hedgetary account of the various Chstomer Services
Diepartments are attribugible to providing the services,

Dietermined what costs are related only o providing the service snd PowerStroam
wouldn't ingar if it dida't provide the servive

Adiusted glf casts for 255 inftation Yor years 2009 and 2019

Summed afl the costs velated Lo providing fhe weter services,

Adjusted the totl cost for 7.3% in order to snsure & ROL of 7.3% a5 required by the
ARC.

The adjusted amount is € price churped to the Toewn of Markham.

et Bt

Mg g

e
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Schedule D
Street Lighting Services Provided by PowerStream Ing, 1o the Town of
Muarkham

Service Summary

Strest lighting service for the Town of Markham is broken into five categories:

1, SBtreet Light Maintenancs
a. Replacoms of defective fixtures
b. Bumed ot Bghis ard ballagts
¢ Damaged poles and hardegre
2. Reamping Program
a. Feplace all street bght bulbs in 1 selecited area out of the 5 geographic
bagsed on a & year area rolation oycis.
3. Accident {a.x. hit by can) and Vandalism
8. Repair of broken streel light poles.
k. Repawr of dameged hardware.
¢ Excludes damages where costs are recoversd throtsgh insurance or by
direct payment.
4, Sireed Light Faulls
a. Locating cable falfure,
b. Contracting isbour {0 expose underground cable,
¢ Fepainng domagsd or fSaully cables,
£ Pole Replacement (not 2 service covered in the street light contract).
& Replace aging poles a3 & part of the mairdenance ocess,

Costing Methodology

PowerStream will abiain pricing through 2 compelitive bidding process In order toget the
lowast cost for Town of Markham. PowerStrearm will manage the contract 1o ensure that
servics standsrds and guality are maintained. A fee of 20% wili be charged.

Pricing is estimated at $800,000 per year {including contract management fee} based on
the sxperiencs in 2008 end 2007 and 8 Forecast for 2008 The aciual costs will ke
charged.

Werk Order Costs

SODEE 2O0TA ZOCEF
Saiftenance 462,37 585 317 BT A
FautteiBiurn Offs 1EEEE  ITATH 210000
Anniieele’dandalism BE310 2 481 [-Lkev ]
Reamping NEAR 2T waSE

Yoqut F85,83E BE3 742 BOGMIZ



Jam, 11, 2608
Mr. Alan Laver
Town OFf Markham
HH Town Centre Bouwlevard
Markham, Gatario
LIR 9W3

Subject: 2008 Streetlipht Maintenance & Re-tamping
Dear Alan

At your regueest, we are providing the proposed costing for streetlight maintenance snd
re-lamping program for the Town of Markham. It should be quoted for the amount noted
plus GST,

In 2007 PowerStream Ine. selected a pew gervice provider to perform street lighting
serviges in the Town of Markham. This was effective Sept 15, 2007 and is scheduled to
remgin in effect ot June 30, 2009,

The estimated cost for 2008 general streetlight maintenance {excluding re-lamping and
hit & runs} is $381,438.00. This value includes the approximate sumber of lights repaired
annually using 2 unit price per izteee{*} and others that are repaired at & time &
materizl eost and ESA annual fees.

The estimated cost t re-fump 4,000 units is $143,982.80 plus GST.

{Costs associated with accident (hit & nm) and vandalism is estimated to be 565,860.00
for Ju08.

The repair costs for underground strostiight fault has bean sveraged over the past several
vears and for 2008 1 is estimared st 3236,000.00. This estimate will vary with the sctual
number of fanits that may ccear.

1F vou find this information to be acceptabie please Tarward 2 separate Purchase Orders
cover the following expenses,

1) CGieneral Street light maintenance - $381,430.60
+ hit and runs - % 65,000.08

+ TG fauits - $210,000.00

Total $656,430.00

Flus GSY



2} Re-lamiping program ’i’;}tgl(; ot - $143,082.5%0
g

Please note that the costs provided in this lether are estimates only and sotusl costs will
depend on the actual events that occur i 2008 and other pending considerstions.

This estimate does not include sdditionnl costs associated with planned replacement of
equipment.

Ehould vou heve any question regarding this information please contact me ot 905-417
G954,

Yours truly,

Leo MeGinty

Manager, Lints Maintenance
PowerStream

%) Previous to the recent comirae! aword, repair costs were charged of g time and meterial rate.
There Is an estimeated sovings of 1 1% using a per unit rate,
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PRICING SUMMARY

Teowm of MarkbamiPowerSisam
Jomt Services Pricing Bursmary
20608 & 2010

Services Provided By Tows of Markham to PoworSiream
{in Doilers}

i
# - Fadh _ 18, 120,000 e
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Strictly Private & Confidential

BUSINESS CASE FOR

THE FORMATION OF A

MERGED UTILITY WITH

BARRIE HYDRO AND POWERSTREAM

September 17, 2007



1. Executive Summary

1.1 Introduction

This document, referred to as the “Business Case” reports on discussions being carried out by
the management teams of Barrie Hydro and PowerStream to form a new merged utifity.

The new merged utility (referred to as “MergeCo") would be formed by the most cost and tax
efficient method of combining the employees, assets, liabilities, rights and obligations of the LDCs
to MergeCo.

1.2 Objectives of the Business Case

The Business Case outlines the case for the merger of the participating LDCs, and explains the
benefits which will be created for all stakeholders — shareholders, customers and employees.

it has been prepared for two purposes:

=  To determine the financial benefits for participating Municipalities, for the purpose of
obtaining in-principle municipal approval in October to merge the participating LDCs to form
MergeCo; and

* To provide information and analysis to encourage other municipalities and LDCs from York
Region — Simcoe County and Hydro One Brampton to participate in the formation of
MergeCo. New participants would be able o participate in the formation of MergeCo on
similar terms as the founding parties up to October 2008.

1.3 Merger Benefits
The principal benefits resulting from the formation of MergeCo are expected to be:

* Value Creation — The value of MergeCo would be greater than for the current standalone
operations of the participating LDCs which increases Shareholder value. This is achieved
over time from operational and financial efficiencies, and enhanced business growth
opportunities.

» Customer Benefits — MergeCo with its combined customers, assets and skill bases, will be
able to offer an enhanced range of products and services to its customers with the same high
level of reliability and safety. it will allow MergeCo to meet the challenges posed by the
regulatory environment and help mitigate rate increases.

» Financial Benefits — The annual net operations, maintenance and administrative (OM&A)
cost savings which are directly atiributable to the formation of MergeCo are $4.48M which
represents savings of approximately 9% of the combined 2006 OM&A. The annual capital
savings which are realized through the formation of MergeCo are approximately $1.0M.
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1.4  Proposal Status and Timetable

Approval from Councils to proceed / Execution of Letter of intent
Completion of due diligence reviews

Settlement of Shareholders’ Agreement

Completion of implementation planning

Final approval of Councils of Participating Municipalities
Application for and receipt of regulatory approvals

Transfer to MergeCo

Aniicipated Effective Date

October 2007
December 2007
January 2008
March 2008
March 2008
April 2008
September 2008

September 2008

Timing is becoming a critical issue for the municipalities and LDCs considering merger proposals.
In particular, if MergeCo is formed before October 17, 2008 there will be no transfer tax liability,
whereas if the merger is formed after October 17, 2008, participating municipalities will be liable
for up to 33% transfer tax when transferring the undertakings of their LDCs to MergeCao.
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2. Background and Future Shape of Ontario Electricity Industry

2.1 Background

The Ontario Energy Board (OEB) has openly stated that it wants to regulate fewer LDCs, and has
introduced a system of incentive-regulation that will financially penalize LDCs who cannot achieve
efficiencies.

The Province — under both governing Progressive Conservative and Liberal administrations — has
repeatedly employed tax policy changes to pressure consolidation of LDCs. The Minister of
Energy is on record suggesting the need for further consolidation to improve industry efficiencies
and LDC capability to implement the government agenda. In October 2006 the Province
introduced the 3™ “public-sector only” transfer tax holiday in less than 10 years. (Under a ‘public-
sector only’ holiday, publicly-owned electric utilities are exempt from paying the 33% transfer tax
when they sell or combine electricity assets to other publicly-owned electricity utilities). The first
holiday (2000-2001) reduced the number of LDCs from over 300 to 88. The second holiday
(200:’»20052I reduced the numbers further, to the current 92. The latest third tax holiday expires
October 17" 2008.

Private sector interests (e.g. Fortis, Borealis) lobbied hard for the third tax holiday to be extended
beyond Merger & Acquisition transactions involving only public-sector owned corporations. While
their recent lobby was unsuccessful, it is widely believed that the Province — should sufficient
consolidation not occur during the current third “public-only” holiday — will in future extend the tax
holiday to transactions involving the private sector. Thus, it is also believed that this third holiday
is the “last chance” for publicly-owned corporations to consolidate without facing private sector
competition,

In summary, there will be continued pressure from the Government and the regulators to reduce
the number of LDCs in Ontario.

2.2 The Strategic Challenge Now Facing LDCs and Shareholders

The OEB’s Incentive Regulation requires LDCs to meet efficiency-improvement targets each and
every year, in order to merely maintain the delivery of current dividends to shareholders, LDCs
must achieve these efficiency targets. To deliver increased dividends to shareholders, LDCs must
surpass these efficiency-improvement targets.

Further, the existing costs facing LDCs are increasing, as a resuit of increased program delivery
responsibilities (e.g. conservation and demand management, smart metering) and regulatory
compliance obtigations. In order to maintain reasonable rates and improve financial performance
in the face of this increasing cost burden, LDCs must seek out and achieve efficiencies and
spread costs over a larger customer base.

Significant efficiency improvements can only be achieved by LDCs who pursue and achieve
economies of scale. In order to realize economies of scale, LDCs must consolidate, and grow
their asset and customer bases. LDCs who do not consolidate will have extremely limited ability
through which to realize significant economies of scale.

In summary, the financial interests of shareholders will likely be adversely impacted if
consolidation is not pursued.

2.3 The Business Case for Merging LDCs

While the shareholders of some LDCs may elect to divest in order to generate an immediate and
significant cashflow, the shareholders of targer LDCs will want to continue to derive financial
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benefit from their utility investment over time, and at increased levels from today wherever
possible.

Mergers, when executed strategically, reward and protect shareholders. There are several
reasons for this. First, at minimum, mergers create the prospect of increased dividends through
the same size of investment as held previously (i.e. a $100M holding within a $500M corporation
should return, due to efficiencies through economies of scale within a larger LDC, higher
dividends to the shareholder). Further, capital markets reward larger LDCs with a lower cost of
capital than smaller LDCs, effectively increasing a shareholder’s return on capital. As well, legal
protections are easily crafted to prevent key governance decisions without approval {e.g. dividend
policy, capital structure, capital allocations, eic.).

In addition to protecting and rewarding shareholders, mergers also create the prospect of
improved service levels for consumers, and reduced upward pressure on rates. This generates
economic competitiveness advantages for shareholder communities relative to communities
served by LDCs with higher rates.

Given these rewards, protections and benefits, merger proposals also tend to be more easily
justified and defended at political levels than other transaction options (e.g. divestiture).

The following sections of this Business Case describe a merger proposal of Barrie Hydro and
PowerStream and assess the financial benefits for municipal shareholders.

6 of 2124 |



3. Preliminary Merger Proposal

3.1 introduction

This Business Case is the product of a joint effort of the management teams of:
= Barrie Hydro

= PowerStream

In total, these utilities will serve approximately 300,000 customers.

Barrie Hydro 68,000 $136.9M
PowerStream 232,000 $4682 M
Total 300,000 $605.1 M

* gquoted in $ Mitlions

This section provides a profile of MergeCo by describing its proposed guiding principles and
setting out its expected corporate structure.

3.2 Corporate Structure of MergeCo

Merged Shareholders

City of Barrie City of Vaughan Town of Markham

A\ /

MergeCo

3.3 Governance

Based on the draft Letter of Intent between Vaughan Holdings inc, Markham Enterprises
Corporation, and the City of Barrie, the determination of Shareholdings of MergeCo could
potentially be in the range of 45-47% for the Vaughan Holdings Inc., 33-35% for the Markham
Enterprises Corporation and 18-22% for the City of Barrie. The Board of Directors of the
MergeCo will be comprised of potentially 13 directors. Vaughan Holdings Inc. would be entitled
to nominate 6 directors, Markham Enterprise Corporation would be entitled fo nominate 4
directors and the City of Barrie would be entitled to nominate 3 directors. The final number of
directors would need to be determined.
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The independent valuator will finalize and confirm the percentage ownership based on their
independent analysis.

3.4 Proposed Guiding Principles of MergeCo

The following table sets out the  proposed philosophy  for  MergeCo.
The guiding principles were derived from the Joint Statement of Process, Principles and
Conditions that was developed and agreed to between the Management Teams of Barrie Hydro
and PowerStream. The Joint Statement of Process, Principles and Conditions were used to
create the draft Letter of Intent. The benefit of setting out the philosophy is two-fold:

= it provides the framework for the formation and expected future operation of MergeCo; and

» it forms criteria against which potential participants can assess the merits of participating in
MergeCo.

« The operations of MergeCo will be conducted in an efficient, effective and commercially
prudent manner

= The Corporation will be a for profit corporation, with the primary objective of providing
maximum rate of return and maximizing shareholder value

» The Corporation will have an operational excellence philosophy in terms of distribution
system performance, reliability, customer service and employee and community safety

» The Corporation will establish a financial and capital structure consistent with industry
standards and sound financial principles in order to provide the Shareholders with regular
cash flows

« The Corporation wili treat all employees in an equitable manner

» With due consideration to the maximization of financial returns and shareholder value, the
Corporation will be a facilitator for economic development in the communities it serves and
play a significant role in the communities in which it operates

» The Corporation is committed to pursuing growth opporiunities in its core electricity
distribution business on a prudent and profitable basis, where it enhances the Corporation’s
strategic position, economies of scope and scale exist, and adds value to the Corporation
and its shareholders. The initial focus of that growth will be through consolidation within York
Region - Simcoe County and Hydro One Brampton.

= The ability of either Shareholder to inject equity capital to finance LDC acquisitions shall not
prevent such transactions from occurring (assuming acquisitions meet minimum thresheld
financial and strategic tests)

=  MergeCo will have a corporate governance structure that will maintain commerciai viability
while ensuring fair representation for each shareholder, including minority shareholders

= Shareholdings in the new entity to be based on an independent fair market valuation of both
companies. The valuations are to be based upon examination of the actual rate base,
forecasts for future growth, and capltal expenditures, elc.
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= Me g'é'C'o will harmonize, within Ontario Energy Board guidelines, its distribution rates for
customers

= Dispute resolution mechanism will be established

35 Future Growth Strategy of MergeCo
The vision of future growth for MergeCo would be initially York Region - Simcoe County LDCs

and Hydro One Brampton for potential mergers. It is believed this wilt better position MergeCo for
future mergers or acquisitions whether vaoluntary or imposed by provincial legislation.
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4. Financial Analysis

4.1 Introduction

This section reports on the financial analysis undertaken by Barrie Hydro and PowerStream staff.
The valuation analysis involved construction of a detailed financial model for each of the
Participating LDCs for the purpose of defining a standalone value for each LDC. This was
followed by further analysis to identify the value created by the merger. This additional value is
achieved over time from operational and financial efficiencies. The results of the valuations and
the increase in value and dividends will be detailed in individuat reports by Barrie Hydro and
PowerStream.

4.2 Estimated Stand-Alone Valuation

Management has prepared conservative estimated Stand-Alone valuations for the purpose of
providing 2 benchmark to assess the incremental value of the formation of MergeCo. These are
based on the financial projections that each LDC could reasonably expect to achieve in the
absence of the formation of MergeCo. As such, the results reflect each LDCs business plans for
the future.

The results of the Stand-Alone valuations are summarized beiow.

Barrie Hydro $132,194

PowerStream $567,763

Maijor features to note are:

» The valuations assume that the LDCs transfer the capital assets of their LDCs into the
corporate entity, and other assets (e.g. cash) and liabilities;

* The valuations are based on assumptions provided by each LDC in MergeCo assumptions;

* The valuation methodology used is discounted cash flow, which is generally regarded as the
most appropriate and analytically correct methodology to value utifity businesses;

= The valuations do not identify any property and capital assets which the participating
shareholders may choose to refain rather than contribute to the corporate entity. This will be
subject to further detailed analysis by each of the Participating LDCs;

= The independent valuations will be updated closer to the effective date of transfer to account
for changes in working capital and capital assets; and

* The terminal values have been prepared using simplified assumptions and ultimately the
independent valuator will defermine the value of both entities.
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4.3 MergeCo Valuation

A valuation of MergeCo has been prepared based upon the standalone projections for each of
the Participating LDCs, but it also takes into account the incremental costs and benefits arising
from the formation of MergeCo.

The value created from the merger comes from two main sources:

»  Productivity Initiatives and Operational Cost Savings; and

*  Financial Benefits

The management teams of Barrie Hydro and PowerStream have adopted a conservative

approach in valuing these benefits. The forecasts are based on the premise that they are the
minimum benefits which MergeCo would be able to achieve.

4.3.1 Productivity Initiatives and Operating and Capital Cost Savings

The net operating cost savings which are directly attributable to the formation of MergeCo
and are included in the valuation are summarized in the following table:

Administrative Cost Savings | $750
Operation & Maintenance Cost Savings $110
Labour $3,346
IT Savings 352091
Total $4,497

Capital Cost Savings

The annual OM&A Savings of $4.5M represent a cost savings of approximately 9% of the
combined 2006 OM&A.

The preliminary analysis indicates that over twenty years the net present value of the OM&A
and capital savings are approximately $40 million.
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43.2 Financial Benefits

MergeCo financing capacity would increase with the merger. This increased capacity for
leverage is implicit in the performance based regulation regime, where the OEB assumes, in
its allowable rates of return, that large LDCs can support a larger proportion of debt.

Further, as a larger entity, MergeCo would be able to borrow on more favourable terms and
conditions (e.g. the interest rate for debt is likely to be lower).

With Conservation and Demand Management (CDM) and the reduced revenues that it will
cause from the volumetric decrease, a larger entity will have the resources to accurately track
and apply for the lost Revenue Adjustment Mechanism (LRAM) whereas smaller LDCs will
find it difficult and costly to do so with the same accuracy. The non Ontario Power Authority
{OPA) programs have the potential to lose revenue which can not be recovered through the
LRAM. MergeCo will be able to absorb this reduction in revenue easier.

The valuation does not take into account other financial benefits and business growth
opportunities which are likely to increase the additional value generated by the merger, such
as the ability to refinance debt as the business grows, which would allow for lower borrowing
rates.

4.3.3 Increased Dividends

A key benefit of MergeCo is the increased ability to service both debt and equity. For
ilustrative purposes, it is assumed that when a municipality transfers its utility assets info the
corporate entity, it will receive appropriate consideration in the form of shares and debt
securities (i.e. debt will be internally financed). The cash flows generated by the utility after
payments in lieu of taxes (“PILS”) will be distributed to the municipality in the form of interest
to service its debt and dividends to service its shares of MergeCo.
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5 Summary of Key Stakeholder Benefits

5.1 Introduction

In addition to the value which will be created by the merger of Barrie Hydro and PowerStream 1o
form MergeCo, it is believed that upon the formation of MergeCo that additional benefits and
synergies will accrue to the shareholders. Benefits to the shareholders increase with an increase
in the value of the organization and the reputation of the organization within the communities in
which it operates.

The formation of the MergeCo is expected to achieve synergies and cost savings through the
merger without compromising the distribution system’s safety or reliability. It is believed that cost
savings will be achieved through both labour and non-labour savings. A key objective of the
merger is to achieve economies of scale and synergies that will not only benefit the customer, but
will also provide additional value to the shareholders.

5.2 Customers
It is expected that customers will see the following benefits from the creation of MergeCo:

= Reduction in upwards pressure on distribution rates without compromising the distribution
system's reliability or safety.

» Improved customer service through a widening of the range of new products and services.

=  PowerStream has been a leader in instituting CDM initiatives such as: Funding of Wind
Turbine, School Education Programs, SMART metering, and Watt Reader Library Programs.
Barrie Hydro has participated in many of the same programs. Cost effective CDM programs
provide benefits through reduced electricity consumption. It is expected that MergeCo will
continue to be a leader in instituting CDM initiatives and SMART meters but will not have to
duplicate programs thereby improving COM initiatives.

= Implementation of best practice processes and systems from the participants in customer
management functions (i.e., call center and billing) which will improve the quality of service.

53 Employees

The current employees of the Participating LDCs are important stakeholders. The successful
implementation of MergeCo will be dependent on their continued motivation, skill and
commitment to customer service and technical excellence. Once the implementation process is
complete, MergeCo will deliver benefits for its employees. These benefits include:

= Product and service innovation will create opportunities for employees to develop new skills
and to be at the leading edge of technology and service innovation.

=  Employees will have access to increased training and deveiopment opportunities across the
organization and the ability to further enhance their skills through corporate-wide training
programs.

= MergeCo will have the flexibility and critical mass to be a leader in the Ontario electricity

industry. its employees will have confidence about the future of the company and its growth
potential.

13 of 212+ |



= MergeCo will continue to create, implement, and promote a desired corporate culture for its
employees.

54 Additional Opportunities and Benefits

The following are additional areas where MergeCo is expected to grow and improve upon its
formation:

*  Management will establish the MergeCo as one of the distribution industry leaders through
strategic and planned involvement in regulatory, business, and political issues critical to the
operation of the electricity distribution sector (e.g. EDA and OEA Board of Directors, |ESO
Stakeholder Advisory Committee).

» MergeCo will be a constructive market participant such that the OEB and government will
look to the MergeCo to be proactive in its ability to respond to pertinent issues. The MergeCo
will bring forward issues and will recommend solutions to the OEB and the government to
consider.

=  MergeCo will be able to provide the appropriate infrastructure that is needed to support land
development and related growth strategies for its shareholders.

» MergeCo will continue fo support the economic development in the community through
premium service offerings to businesses.

= Provide a stable source of electricity to current and prospective employers in the area who
rely on a stable and secure electricity source.

= Provide high guality customer service.

*» The MergeCo will be involved in community sponsorships, local team sponsorships, and will
instill a sense of pride in its employees.

= Continue to develop and enhance supplier relationships to achieve economies of scale
savings and further pursue industry leading delivery times.

58 Rate Harmonization

It is proposed that the merged company would begin harmonizing its distribution rates in 2011,
phasing the harmonization over three years. The final harmonized 2013 rates would reflect the
impact of the merger savings ($4.5M annually), which will partially offset the impact of planned
Barrie rate increases due to the expected rebasing in 2008.

Harmonization of Barrie Hydro's and PowerStream'’s rates would result in a slight increase in the
distribution rates for current PowerStream's residential customers (2.8% increase in distribution
charge and 1.3% increase in typical monthly bill) and will not significantly affect small and large
commercial customers (less than 1% increase in total bill).

Harmonization of Barrie Hydro’s and PowerStream’s rates would significantly benefit Barrie Hydro
residential customers (18% reduction in distribution charge and 7.3% reduction in typical total
monthly bill) and would henefit both small commercial customers (6.2% decrease in typical total
monthly bill} and large commercial customers (2.7% decrease in typical total monthly bill}. These
impacts support the business case.

The analysis takes into account expected rate increases in Barrie’'s and PowerStream’s rate
apptlications for 2008 and 2009.
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Rate Harmonization

Comparison of Stand Alone vs. Normalized
Rates for Barrie

38,900
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38,000 :
EJ Residential

B OSEUkWTlass
£3 CSw50 kW Chass

- |
=

$5,000
$4.000
$3.000 £
$2.000 .
$1000 -

-

Stand Alone Nermalized

$8,000
37,000
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Comparison of Stand Alone vs. Normalized
Rates for PowerS{ream

H Residentiai
B CSEOKWCass
1 G850 KW Ctass

Stand Alone Normalized

Impact on Barrie’s Rates if Rates were
Normalized with PowerStream’s Rates in 2013

= Rasidential
M G5<50 KW Class
B GS>50 kW Class

% Change

Total Bill
Change

Distribution
Rate Change

% Change

impact on PowerStream'’s Rates if Rates were
Normalized with Barrie's Rates in 2013

ey
M Residentiat i
B G5<50 kW Class
B GS>50 kW (lass

Total Bill
Change

Bistribution
Rate Change

Notes and Assumptions

» Compared PowerStream and Barrie’s estimated 2013 rates with estimated 2013

harmonized rates.

It is assumed that rate harmonization starts in 2011 and phased in over three years.
Transmission rates and loss factors are harmonized based on forecasted 2011 load and

consumption data.

» Residential and GS<50 kW total bill impacts based on power at current RPP rates.
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6 Risk Assessment

Although there are additional benefits for the Shareholders as identified above, there are some
risks with proceeding with MergeCo:

« The economies of scale and synergies may not be realized or retained for the henefit of
the Shareholders.

« The non-compatibility of the distribution system for example different voltage levels and
non-contiguous systems could reduce synergies.

« There may be culture differences that would make it difficult to integrate the employees
thereby reducing the synergies.

« There may be political differences, political incompatibility and the dilution of control over
the individual utility.

« Increased size might not necessarily improve financial capacity if it also entails a much
greater need for capital investment i.e. medium term not able to distribute as large a
dividend.

The above noted risks can be mitigated by a thorough financial review to ensure all cost
reductions, distribution compatibility, and cultural differences are achievable, and passed on to
either the Shareholders or customer through reduced rates. Through the Letter of Intent political
incapability can be identified. The unanimous consent items will help mitigate some areas of lost
control.
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7 Implementation Process

7.1 implementation Process

This section outlines the key tasks whereby the Participating Municipalities would combine their
LDCs to form MergeCo.

Timing is becoming & critical issue if municipalities and LDCs are to form MergeCo. if MergeCo
is formed before October 2008 there will be no transfer tax liability. If MergeCo is formed after
October 2008, participating municipalities will be liable for up to 33% transfer tax for the transfer
of their LDCs to MergeCo.

The Key tasks to form MergeCo:

»  Execution of Letter of Intent

»  Completion of Due Diligence Review

« Settlement and Execution of Shareholders’ Agreement
= Appointment of Board and CEQ

= Completion of Implementation Planning

» Final Municipal Approvals

= Regulatory Approvals

= Transfer to MergeCo

7.2 Letter of Intent

The Letter of Intent sets out the parameters for forming MergeCo. It outlines the process by
which the participants will agree to incorporate and collectively transfer assets into MergeCo.

It is anticipated that upon recommendations by each of the Participating LDC’s Management
Committees each of the Companies would take the Letter of Intent to their respective Boards for
their review and approval. Provided that the Boards of Barrie Hydro and PowerStream approve
the draft Letter of Intent and recommend the Letter of Intent be approved by their Shareholder(s),
Barrie Hydro and PowerStream will seek approval from their respective Shareholder(s).

An objective of this Business Case is the future participation of other LDCs and Municipalities in
the formation of MergeCo. It is anficipated that additional parties could subsequently join
MergeCo through execution of a similar Letter of intent.

Process

Upon such approval from both PowerStream and Barrie Hydro, the Boards/Shareholders of each
entity would each ask the President & CEOQ's of the respective companies to form a Joint Steering
Committee (*JSC"), which would have the mandate to:

1. Hire an investment banker to carry out an independent valuation which would form the
basis for the Shareholder values to be embedded in the Merger Agreement;

2. Conduct formal negotiations during the merger process;

3. Develop and execute a detailed Shareholders’ Agreement by January 2008, which would
form the basis of the Merger Agreement;

4. Report progress and all issues regarding the ftransaction to the respsective
Boards/Shareholders;

5. Approve all employee communications and external press releases associated with the
merger prior to the closing of the transaction;
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6. Develop a detailed implementation strategy for the merger including developing timelines
and tactical plans; and
7. Update the Business Case for a merger;

Working Groups

The Joint Steering Committee would create working groups drawn from each of PowerStream
and Barrie Hydro to develop an implementation plan for the merger transaction in the following
areas:

Communications
Customer Service
Engineeting

Finance

Human Resources
information Systems
Legal/Regulatory
Mergers and Acquisitions
Operations

The scope of the work would also include addressing the following broader and cross functional
issues

= rate and service policy harmonization;

« employment issues;

= business strategy;

» financial planning, consideration and capital structure;
= freatment of accommodation and surplus assets; and
= information systems and technical integration.

The working groups will report to the Joint Steering Committee and identify issues and make
recommendations with respect to their respective areas.

Committee Meetings

It is anticipated that the Joint Steering Committee and the working groups will meet on a weekly
basis or as often as necessary until the closing of the merger transaction.

Preconditions to a merger agreement would include:

Agreement on Board of Directors structure;

Agreement on appointment of Chair and Vice-Chair;

Agreement on appointment of President & CEQ;

Agreement on appointment of all direct reports to President & CEO;
Agreement on effective date of amalgamation;

Advance ruling on transfer tax exemption from the Ministry of Finance; and

Receipt of all regulatory approvals, including MAADs Application from the Ontario Energy
Board.

¢« & » » ¢ =
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Unanimous Consent

The Letter of Intent atso addresses Unanimous Consent items building on the foliowing items:

Approval of the initial strategic plan of the Corporation.

Any action which may lead to, or resultin, a fundamental change to the Corporation.

The taking of any steps to wind up/dissolve or terminate the Corporation.

The sale, lease, exchange or disposition (other than in the ordinary course of business)
of assets of the Corporation, having a value of 20% or more of the asset value.

Approval of the Dividend Policy.

Admission of any new sharehclder, holding more than 20% of the shares of the
Corporation.

« The closing of any operation centre.

* & & 9

7.3 Due Diligence Review

Once the Letter of Intent is signed, a due diligence review will be completed. The focus in
conducting the due diligence review is to ensure that full disclosure of all material issues is made
to the participants for the purposes of identifying and evaluating the likely benefits to be gained,
as well as the risks to which the parties may be exposed.

The main areas for due diligence review could include:

»  Physical condition of assets and operating performance;

* Employee lists, conditions of employment and employment contracts;

» Required regulatory licenses and approvals;

= Environmental matters;

= All existing contracts;

»  Any outstanding litigation;

= Financial statemenis; and

«  Qperating and capital budgets.

7.4 Incorporation of MergeCo

As part of the implementation plan developed by the Joint Steering Committee and the working
groups, a recommendation regarding the most cost and tax efficient method of forming MergeCo
would be developed and brought forward to all shareholders.

The establishment of MergeCo would only occur after all regulatory, government and tax

approvals were obtained and the merger agreement was approved and executed by both
companies and their respective Shareholders.
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7.5 Shareholders’ Agreement

At the same time as MergeCo is being established, the Shareholders’ Agreement would be
negotiated by the parties and would build on the content of the Letter of intent signed off by all
parties. The Shareholders’ Agreement would set out provisions for issues such as the ongoing
operations of MergeCo, the rights and obligations of shareholders, principles relating fo corporate
governance, as well as providing for restrictions on the transfer and ownership of shares. This
would also outline the unanimous consent items for all shareholders.

7.6 Final Approvals
Each of the participants would have to give final approval for the transfer of assets into MergeCo.

Final approval should be sought once all the regulatory approvals have been obtained and the
proposed form of legal documentation has been finalized.

7.7 Establishment of MergeCo

Following approval to proceed, the employees, assets, liabilities, rights and obligations of the
participating municipalities would be transferred to MergeCo in the most cost and tax efficient
manner.
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8 Conclusion
The Case for a Merger between Barrie Hydro and Powerstream is a compelling one for a number of
reasons:
« There are substantial financial benefits for both shareholders and customers;
+ MergeCo will be better able to introduce best practice levels of operational and customer service
performance, benefiting customers through improved quality of services; and shareholders

through the delivery of financially profitable electricity distribution services on a sustained basis;

* MergeCo will be better positioned to be a market leader, and employees will benefit from being
part of a successful company with opportunities for growth and career development;

+ MergeCo will be better positioned to provide a platform for continued mergers in York Region and
Simcoe County and Hydro One Brampton; and

e The business case provides a timely opportunity for the shareholders and managements of the
participating LDCs to take a proactive response to the challenges of the future electricity industry
to create a market leading distribution company.
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