


Ed, | am back in the office today and just had a quick read through of the answers you sent me yesterday
afternoon. Thank you for this.

| have a few follow up questions based on what you sent me yesterday.
The reference to “tabs” relates to the binder of materials you sent me on February 23.
An email response to these questions is fine with any attachments as necessary.

Collus Response to Question 2: Follow-Up Questions

1. You indicated that KPMG provided Collus with information that netted certain deductions, closing
adjustments etc. from the Hydro One proposal. KPMG must have done this for every offer Collus

received.

Can you please send me the KPMG analysis since from the information | have it is not possible to make
an “apples to apples” comparison of the proposals received which includes the proposed
adjustments. | want to ensure | understand this clearly because there still appears to be a material
difference in the purchase price offered from Hydro One v. all the other proponents.

Collus Response to Question 3: Follow-up Question

1. Can you please show me where | find a reference in the material to Hydro One getting a score of 30
out of 30 for its financial offer. See for example the Collus slide deck dated Dec. 5, 2011 at tab 19. On
page 14 of this deck it shows Hydro One as being first in terms of total cash consideration offered but
then at the bottom of this table it shows Hydro One had a score of “0 out of 45",

Collus Response to Question 4: Follow-up Questions

1. Attab C1you provided me with the council minutes that authorized council to move in camera on
June 27, 2011.

What is missing is the actual council direction you referenced in your note to investigate the Strategic
Partnership option. Can you please send me this council direction?
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2.

Further you indicate that Council only decided to investigate the Strategic Partnership option AFTER
Council had reviewed the options as presented by KPMG. However the KPMG slide deck you provided
me with at tab A is dated July 11, 2011 or after the June 27, 2011 meeting. | note that the options
presented to Council in that July 11 KPMG report were limited to the status quo and sale (partial or full
sale). The strategic partnership option is not mentioned at all in this July KPMG slide deck.

So there is a disconnect here.

The Collus slide deck presented at the June 27, 2011 Council meeting already had clearly landed on the
Strategic Partnership option as the only choice to be pursued — see page 24 of this slide deck: “It
would be the intention to identify and investigate potential parties interested in the opportunities

»”

surrounding the strategic partnership option...... .

If there is a KPMG options report or slide deck that was presented to Council that predates the June
27, 2011 Council meeting | have not seen it and please provide it to me. If the July 2011 KPMG deck is
all there is, then there is a timing problem here —the decision to investigate the Strategic Partnership
option on June 27, 2011 was decided BEFORE Council was presented with other options. So this needs
to be clarified.

| also note that near the end of the slide deck to council at tab 23, you provided a time line of “key
events”. This time line shows the first key event, dated June 27, 2011 as “Met with Council and
received approval to investigate Strategic Partnership”. Nowhere on this key event summary does it
identify an earlier council meeting with KPMG at which time Council reviewed the options? It is hard to
imagine that any initial options meeting between Council and KPMG would have been missed in this
summary of key events.
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Pam Hogg —

From:; Kim Wingrove <IMCEAEX-_O=TOC_OU=EXCHANGE+20ADMINISTRATIVE+20GROUP+
20+28FYDIBOHF23SPDLT+29_CN=RECIPIENTS_CN=KWINGROVE@collus.com>

Sent: Thursday, January 19, 2012 9:57 PM

To: Ed Houghton; Sara Almas; Sandra Cooper

Subject: Staff report on CUS transaction

Attachments: collus sale SR.doc

I would appreciate your review of the attached. I have highlighted a few places that I felt were either sensitive or
required a by-law number. Please pay special attention to these. I have tried to strike a balance between providing
sufficient detail to support the recommendation with drowning everyone in detail. Your comments would be most
welcome.

Thanks

Kim
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Pam Hogg

From: Kim Wingrove <IMCEAEX-_O=TOC_OU=EXCHANGE+20ADMINISTRATIVE+20GROUP +
20+28FYDIBOHF23SPDLT+29_CN=RECIPIENTS_CN=KWINGROVE@collus.com>

Sent: Friday, January 20, 2012 6:58 AM

To: Sara Almas; Ed Houghton

Subject: RE: Staff report on CUS transaction

Attachments: collus_sale_SR[1][1].doc

Good morning. Sara, I accepted your changes and corrected a couple of other things I found. Ed, once you have
reviewed I think this is good o go.

Kim
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Pam Hogg
— I
Srom: Kim Wingrove <IMCEAEX-_O=TOC_OU=EXCHANGE+20ADMINISTRATIVE+20GROUP+
20+28FYDIBOHF23SPDLT+29_CN=RECIPIENTS_CN=KWINGROVE®@collus.com>
Sent: Friday, January 20, 2012 7:23 AM
To: Ed Houghton; Sara Almas
Subject: staff report re collus
Attachments: Staff_Report_CA0O-2012-01Collus.docx

I accepted the edits, made collus all caps in a couple of spots, removed the highlight. I think you can review this version
Ed.
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Ed

Mr. Ed Houghton, President & CEO
Collingwood Utility Services Corp.
P.O. Box 189, 43 Stewart Road
Collingwood , ON

L9Y 3Z5

Phone: 705-445-1800, 2222

Fax: 705-445-75409

Email

Important Notice: This message is intended only for the use of the p.erson to whom it is addressed, and may contain information
which is privileged and confidential. If you are not the intended recipient, you are hereby notified that distribution or copying this
message is strictly prohibited. If you received this in error, please notify the sender and delete the original message and attachments.
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After examining several options, a strategic partnership option was chosen for several reasons:
= Reduced Risk. The Town will reduce/mitigate itself from the risks of being in the
electricity distribution business specifically in the area commodity risk.

» Retains an Income Stream. The Town will continue to earn a future dividend stream
based on equity ownership in the new partner's Local Distribution Company (LDC).

» Operating Synergies with the Shareholder. The Town retains the ability to obtain
operating cost synergies through the integration of support functions with the water utility
and IT.

= Control. The Town retains joint-control of the utility and its decisions with respect to
levels of customer service, promotion of economic development, rates, subject to OEB
oversight,

» Provides Additional Funding to Town: The funds that are received as a result of this
partnership transaction will allow the Municipality to reduce debt or to be available for
valued community projects.

* Policy Challenges. This option does address the expected push for additional
consolidation of LDCs in the province.

* Future Opportunities.

The share purchase agreement and shareholders agreement address the requirements of the
strategic partner relationship including:
= An investment of up to 50% in Collingwood Utility Services Corp. shares
= Provision of strategic and specialized resources to Collingwood Utility Services through
Service Agreements
s Support in growing the Collingwood Ultility Services business, both organically and
through acquisition
m Continued and enhanced support for the interests of the communities we serve and our
employees
m Continued and substantial presence in the communities we serve
m Continued focus on maintaining and enhancing the competitive distribution rate and cost
structure of Collingwood Ultility Services Corp.

This request does not include any of the activities associated with the water operations.
Collingwood Public Utilities Services will continue these operations “as is”.

Further to the resolution passed by the Board of Collingwood Utility Services Corp. (see
attached), the Town, as the sole shareholder of Collingwood Utility Services Corp., is being
asked to approve a transaction wherein the Town will sell 50% of its shares in the issued capital
of Collingwood Utility Services Corp. to PowerStream Inc., pursuant to a share purchase
agreement and enter into an agreement respecting the governance, shareholdings and related
matters of and regarding Collingwood Utility Services Corp. (the “Unanimous Shareholders
Agreement”), each of the draft Share Purchase Agreement and the Unanimous Shareholder
Agreement having been provided to Council and approved by Collingwood Utility Services
Corp.; :
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If approved, By-law 2012-011 shall come into full force and effect upon the Mayor and the Clerk
being authorized, for and on behalf of the Town, to execute the Share Purchase Agreement and
the Unanimous Shareholders Agreement, with such changes as they may consider reasonable,
and to execute all documentation necessary to effect the sale of the Shares to PowerStream,
the Transaction and this By-law, including without limitation approved financing, authorize and
file articles of amendment, amend bylaws, amend and enter into service agreements between
the Town and Collingwood Utility Services Corp. or its Subsidiaries, authorize dividends to be
declared and paid by Collingwood Utility Services and the Subsidiaries and authorize repayment
of debt under the outstanding promissory note issued to the Town by COLLUS.

The Collingwood Utility Services Board and the Town of Collingwood will proceed with the
fulfillment of the conditions of the Share Purchase Agreement.

6. APPENDICES:

Xl Resolution of Board, Collingwood Utility Services Corp., January 20, 2012

SIGNATURE

Kimberly Wingrove
CAO
Town of Collingwood
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