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Colins Power 

• We understand that the Town of Collingwood may be experiencing financial 
problems related to its 2011 budget and as a result may be looking to divest of 
some of its assets. 

• Furthermore, we understand that the Collus ' Audit and Finance Committee 
has engaged a consultant to value the utility in case of a potential sale. 
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Quick Facts about Collus Power 

• Serves the Town of Collingwood, Thornbury, Stayner and Creemore. 

• 14,400 Customers 

- 12, 700 Residential 

1,700 Commercial and Industrial 

• Distribution Revenue - $5. lM 

• Total Assets - $21M 

• Approximate Rate Base - $16.8M 

• Debt : Equity - 14% 

• Net Income - $449K 

• Financial information is from the respective 2009 financial statements for 
each utility. 
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Colins - Rate Base Multiple 

Purchase price has historically been based on Rate Base multiple 

Multiple Price ($000s) 
1.05 $ 17,623 
1.1 $ 18,462 

1.15 $ 19,302 
1.2 $ 20,141 

1.25 $ 20,980 
1.3 $ 21 ,819 

1.35 $ 22,658 
1.4 $ 23,498 
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Update - Collus Power 

It is PowerStream's understanding that the Town of Collingwood is seriously 
considering selling (in part or in whole) the utility and that they have engaged KPMG 
to assist in valuing their utility and to develop an RFP to gauge the potential interest 
in the sale of Collus Power. 

At the same time, PowerStream has been approached by the Hon. Paul Bonwick. He 
is a principal of CCI, and has expertise in govenunent relations and communications, 
and has close relationships within the conununity that may assist PowerStream in 
achieving its M&A objectives. 

As a result, PowerStream has engaged the Hon. Paul Bonwick for a period of 90 days 
commencing on June 1, 2011 and is subject to an extension as mutually agreed to by 
both parties. 

Hon. Paul Bonwick will be paid $10,000 per month, plus applicable taxes, plus an 
administrative fee of $1 ,000 per month to cover out-of-pocket expenses. 
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Collus Power (cont'd) 

• The scope of work that Mr. Bonwick shall provide to PowerStream is: 

- Identify potential opportunities for the purchase, merger or other business 
combinations with LDCs, primarily within PowerStream's Geographic 
Footprint, or outside of the Geographic, as specifically authorized by 
PowerStream. 

- Prepare detailed briefings identifying key decision makers related to a 
particular opportunity. 

- Assist in the preparation of any Proposals that PowerStream intends to 
submit. 

- Provide strategic advice relating to communications. 

- Assist with any other duties required as it relates to PowerStream's M&A 
activity. 
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Next Steps - Collus Power 

• Continue informal meetings with the President of Coll us concerning the status 
of their plans regarding a potential M&A opportunity 

• Start to broaden discussions with senior City staff and the Chair of Coll us to 
make them aware of PowerStream's interest, reputation and success with our 
M&A experience 
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Collus Power 

• In August PowerStream and Coll us Power along with three other LDCs 
partnered in a pilot project to test the effectiveness of using solar powered 
attic vents in helping to reduce the electricity consumption required to cool 
homes. 

• Throughout the summer, PowerStream has had several informal meetings 
with Coll us Power and the Town of Collingwood. 

• Paul Bon wick has been providing strategic support to PowerStream 
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Collus Power (cont'd) 

Collus Power has established a Task Team to oversee the RFP for a strategic partner. The Task Team is comprised of 
members of Collus Power's Board of Directors, members of the Executive Management Team of Coll us Power, council 
members from the Town of Collingwood, and John Herhalt from KPMG. 

On September 19~' PowerStream made a presentation to the Collus Power Task Team. 

The presentation provided the Task Team with an introduction to PowerStream and discussed PowerStream 's interest in 
becoming a strategic partner with Collus Power. 

The presentation covered the following areas: 
Culture -vision and mission 
Financial background of organization 
The need for a retained presence in Collingwood 
How PowerStream treat5 employees and what happens to our employees 
Rates and plan for rate hatmonization 
Safety 
Unions; successor rights, will there be a financial impact 
Governance 
Attracting other utilities 
Overall aspirations for PowerStream, for Coll us Power 
Thoughts on electricity industry and impact of Provincial election 
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Collus Power (cont'd) 

At the close of the presentation Coll us ' Task Team discussed the Request for 
Proposal and outlined the proposed time schedule. 

• It is expected that Collus will issue the RFP in early October, bids will be due 
at the end of October and a decision will be made by the end of the year. 

• It is our understanding that Coll us Power has invited 4 parties including 
PowerStream to make presentations to the Task Team. The other parties are: 

- Horizon Utilities 
- Hydro One 
- Veridian 
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Background 

On September 19th, PowerStream made a presentation to the Collus Power Task Team as part 
of Collus Power's strategic partnership review. 

On October 4th, PowerStream received Collus Power's Request for Proposal for a Strategic 
Partnership. 

Responses to the proposal are due on November 16th_ It is expected that the proposals will be 
reviewed and evaluated by the Collus Power Strategic Task Team with the goal of completing 
the selection process by the end of December. 

PowerStream has engaged John McNeil of BDR Energy as its financial advisor to assist with 
the valuation and financial due diligence of Collus Power. 

PowerStream has been providing updates to all three Shareholders and their representatives 
on Collus Power. PowerStream Management has been asked to provide a further update to 
the Shareholders' representatives on October 19th_ 
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Proposal Criteria 

Proposals will be evaluated using the following criteria and weightings: 

Payment for up to 50% of the shares and other financial 
considerations 

Provision of strategic and specialized resources and support in 
growing the Collus business 

Support for employees and their careers 

Customer experience and satisfaction and supporting the interests 
of the communities we serve 

Competitive distribution rate and cost structure of Callus 

Cultural and synergistic fit 
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Overview of Collus 

Collus Power is owned by Collingwood Utility Services Corp., a holding company that is a wholly-owned subsidiary of the 
Town of Collingwood. 

Coll us Power services the residents of the Town of Collingwood, Thornbury, Stayner and Creemore who combined have a 
population of approximately 27,000 fu ll time residents (plus a large number of seasonal residents). 

Collus's customer base is comprised of approximately 13,600 residential and 1,730 general service customers for a total of 
15,330 customers. 

At the end of 2010, Collus's rate base was approximately $16.8M and its capital structure was 30/70 (debt-to-equity). 

In 2010, Collus's net income was $400K and its return on equity was: 
Return on Actual Equity- 3.7% 
Return on Deemed Equity - 5.9% 

Based on unaudited financial statements, in 2011, Colins is tracking ahead of it 2011 budgeted net income. 

Coll us Power has a $1.71M note payable to the Town of Collingwood that pays interest of 7.25% per annum. 
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CHEC Group Overview 

• The Cornerstone Hydro Electric Concepts Association ("CHEC") group is a 
group of 12 utilities modeled after a cooperative to share resources and 
proficiencies. The CHEC group focuses on maximizing value for investment 
by combining resources and competencies while simultaneously maintaining 
the high standards of locally supplied service. 

Utility Nu mber of Customers Rate Base 
Centre Wellington Hydro 6,463 $8,544,924 
Collus Power 15,533 . $16,882,152 . 
lnnisfil Hydro 14,707 . $24,201,502 . 
Lakefront Utilities 9,571 $1 4,300,706 
Lakeland Power Distribution 9,439 $15,983,322 
Midland Power 6,914 • $13,218,329 . 
Orangeville Hydro 11,256 $17,487,164 
Parry Sound Power 3,377 $5,366,741 
Rideau St. Lawrence Distribution 5,818 $5,737,906 
Wasaga Distribution 12,046. $10,889,079 . 
Wellington No1th Power 3,613 $6,224,704 
West Coast Huron Energy 3,770 NIA 
TOTAL 102,507 $138,836,529 

~ ~~-J ·~ ·-~ .. ._, ei '"' ~--· 'O"- ·--· - · stf e°~'#"'S Sj mcoe County, York Region and the service tenitoty of Hydro One Brampton. 
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Purchase of Shares 

The RFP asks for offers to purchase up to 50% of the shares 

Recapitalizing Collus' capital structure to leverage the utility to a 60/40 debt-to-equity ratio 
would provide Collus with approximately $5M to $6M to give to the Town of Collingwood as 
a dividend. 

Collus Power's deemed equity is $6.8M. 

Based on BDR 's initial financial analysis the enterprise value of Coll us is in the range of $24 
to $26 million. 

BDR values Collus Power's Shareholder Equity in the range of $12M to $16M; therefore, 
50% of the equity would be in the range of $6M to $8M. 

The total cash that the Town of Collingwood could receive for a 50% sale of Collus Power 
shares could be in the range of $llM to $14M (incl. the re-capitalization). 
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Financial Assumptions 

BDR's financial model has assumed the following: 
- 20-year model; 
- Coll us rebases every 4 years and will seek to earn the maximum rate of 

return allowable by the OEB; for modeling purposes BDR has assumed 
the ROE will be 9% for 20 years; 

- Residential growth rate of 2% from 2011 - 2015 and 1 % thereafter; 
- General Service growth rate of 1%from2011 - 2015 and 0.5% 

thereafter; 
- Synergies and cost savings that may arise through the merger are not built 

in to the financial valuation 

• PowerStream is reviewing the shared services and the potential to maximize 
efficiencies and realize any synergies over a 2 - 3 year period. 
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LDC Acquisition Premiums 

Transaction Date Utility Acquired Purchaser Enterprise price/book 

May-00 Uxbridge Veridian 1.69 

Jun-00 Carleton Place Hydro One 1.32 

Apr-01 Thorold Hydro One 1.60 

Apr-01 Owen Sound Hydro One 1.26 

May-01 Lindsay Hydro One 1.60 

May-01 Quinte West Hydro One 1.38 

May-01 Port Hope Veridian 1.35 

Jul-01 Brampton Hydro One 1.29 
Aug-01 Caledon Hydro One 1.25 
Dec-01 Richmond Hill Markham/Vaughan 1.33 

Avg I I 1.41 

I I I 

I May-02 Cornwall Electric Fortis 1.25 

I Sep-05 Gravenhurst Veridian 1.56 

I Sep-05 Aurora PowerStream 1.29 

I Sep-05 West Nipissing Sudbury 1.28 

I Jan-09 ELK Energy Town of Essex 1.36 

Aug-09 Great Lakes Power Fortis 1.26 
Avg 1.33 

Ovai;all Avq 1.37 

stream~ 
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Governance 

The Request for Proposal states that Coll us ' preference is that a majority of the Board 
members be independent. 

The recommended Board structures are: 

- Alternative l (preferred): 

• 3 representatives each from Collus and PowerStream 

• 2 Co-Chairs 

• A majority of the representatives from both sides would be independent 

- Alternative 2: 

• 3 representatives each from Collus and PowerStream 

• l independent Chair 

• A majority of the representatives from both sides would be independent 
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Governance (cont'd) 

• The current members of the Coll us Board are Dean Muncaster (ex-CEO of 
Canadian Tire) and David McFadden (Gowlings) and Mayor Sandra Cooper 
(Mayor of the Town of Collingwood). 

• The President and CEO of Coll us Power is supportive of the transaction. In 
addition, the President and CEO has played a key role both in the EDA and in 
establishing the CHEC group. 

• The Principles and Objectives of the Shareholder Agreement will guide any 
potential Shareholder disputes. 
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Dividend Policy 

• The purpose of the dividend policy is to provide the Shareholders with a steady 
income stream from dividends. 

• Collus - PowerStream maintains a capital structure consistent with the OEB 's 
deemed capital structure of 60/40 (debt-to-equity). 

• Coll us - PowerStream shall pay a minimum of 50% of net income with 
consideration given to cash position at the beginning of the year, working capital 
requirements for the current year, and net capital expenditures required for the 
current year. 
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Objectives and Guiding Principles 

It is PowerStream's intent to include in our proposal objectives and guiding principles 
such as: 

For Profit Corporation - Collus - PowerStream will be a for profit corporation, with the 
objective of optimizing its rate of return and Shareholder value. Subject to OEB approval, the 
maximum rate of return sought by Collus - PowerStream from time to time will be achieved 
as soon as practical. 

Dividends and Capital Structure - will be consistent with the dividend policy presented on 
slide 8. 

Customers - the distribution customers of Collus - PowerStream are the Corporation's 
optimal priority with respect to its electricity distribution business. Collus - PowerStream will 
provide a reliable, effective and efficient electricity distribution system. 

5 Power;;; tream 
YOUR CURRENT CONNECTION 

ALE0003463 

26 



Olljectives and Guiding Principles (cont'd) 

• Employees - Coll us - PowerStream will treat all employees in a fair and equitable 
manner. 

• Community - With consideration given to the optimization of the rate of return and 
Shareholder value, Coll us - PowerStream will be play a significant role in the local 
communities in which it operates. Coll us - PowerStream will strive to be a good 
corporate citizen and a facilitator of economic development in the Coll us -
PowerStream's service territory. 

• Growth - Callus - PowerStream is committed to pursuing significant growth 
opportunities on a prudent and profitable basis given due consideration to the 
geographic footprint and size of the Local Distribution Company. 
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Buy/Sell Provisions 

• The RFP contemplates that in the Shareholders Agreement a requirement will 
be the inclusion of buy-sell arrangements to include both right of first refusal 
and Shareholder buy-sell provisions. 

• Unanimous consent items will be negotiated and agreed upon in the 
Shareholder Agreement. 
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Community 

• Establishing Town of Collingwood Community Fund as part of 
PowerStream's bid. 

• Initial annual fund will be $25,000 to support community events in 
consultation with the Mayor and Town of Collingwood 

• An incentive would be provided to the Town of Collingwood for future 
successful M&A (e.g., the Town of Collingwood Community Fund could 
increase). 
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Next Steps 

Meeting with Shareholders ' 
Representatives 

Approval by PowerStream Board of 
Directors 

Approval of PowerStream's bid by 
Shareholders 

Response submitted to Coll us Power 

Coll us Power Task Team Decision 
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December 2011 
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Collus Power 

RFP Response submitted November 16th 

• Met with Ed Houghton (CEO), Dean Muncaster (Chair) and John Rockx 
(KPMG) Thursday, December 1st 

• Recommendation to council in camera December 5th 

Final recommendation to council December 12/December 19 

• Objective to negotiate Shareholder Agreement by end of January if selected 

• Transaction targeted for completion by June 2012 
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M&A Update - Collus 

• On Monday January 23 , 2012, the Town of Collingwood 
Council voted unanimously in favour of forming a strategic partnership with 
PowerStream through the sale of 50 percent of Collingwood Utility Services Corp., 
the holding company for Collus Power Corp., Coll us Solutions Corp. and 
Collus Energy Corp. 

PowerStream is assisting Coll us Power with its MAAD Application that will be 
filed with Ontario Energy Board. 

• Transaction is still on target for completion by June 2012 
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Collus Power 

On Monday January 23, 2012, the Town of Colling\vood Council voted unanimously in 
favour offonning a strategic partnership with PowerStream through the sale of 50 percent of 
Collingwood Utility Services Corp. , the holding company for Collus Power Corp. , Collus 
Solutions Corp. and Colins Energy Corp. 

The Shareholders Agreement is close to being finalized. PowerStream is waiting on a redraft 
of the Share Purchase Agreement and schedules thereto. We expect to have all documents 
completed by February 101h. 

PowerStream is assisting Collus Power with its MAAD Application and expect to file before 
the end of February. 

Given that the OEB may take up to 4 months, we expect the transaction to be completed by 
the end of June. 
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St ucture of Coll us I PowerStream 

PowerStream 
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CHEC Group Overview 

• The Cornerstone Hydro Electric Concepts Association ("CHEC") group is a 
group of 12 utilities modeled after a cooperative to share resources and 
proficiencies. The CHEC group focuses on maximizing value for investment 
by combining resources and competencies while simultaneously maintaining 
the high standards of locally supplied service. 

Utility Number of Customers Rate Base 
Centre Wellington Hydro 6,463 $8,544,924 
Collus Power 15,533. $16,882,152 • 
lnnisfil Hydro 14,707. $24,201,502 . 
Lakefront Utilities 9,571 $14,300,706 
Lakeland Power Distribution 9,439 $15,983,322 
Midland Power 6,914 . $13,218,329 . 
Orangeville Hydro 11,256 $17,487,164 
Parry Sound Power 3,377 $5,366,741 
Rideau St. Lawrence Distribution 5,818 $5,737,906 
Wasaga Distribution 12,046. $10,889,079 . 
Wellington No1th Power 3,6 13 $6,224,704 
West Coast Huron Enemy 3.770 NIA 
TOTAL 102,507 $138,836,529 

POW~: Utility is located witltin PowerStream 's geograpltic footp1int. The target ai·ea for future growth of Sf ream owerStrearn is Srmcoe County. York Region and the service tenitmy of Hydro One Brampton. 
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Model for Future Acquisitions 
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Collus Power 

Representatives from PowerStream and COLLUS Power have signed the Shareholder Agreement and Share Purchase 
Agreem ent. On March 9, 2012, the MAADS application was submitted in conjunction with a motion intended to get quicker 
approval from the OEB. 

The OEB decided to put the motion through its normal review process prior to proceeding with the MAADS application. 
COLLUS Power has sent a letter the OEB requesting it withdraw th e motion and proceed directly to the MAADS application. 

We are still anticipating MAADS approval by the end of June which should allow the transaction to be completed in June 
2012. 

PowerStream is cutTently working with COLLUS to provide strategic support for its rate rebasing application and 
implementation of!FRS. 

PowerStream 's Executive Management Team is working with Ed Houghton on how to proceed with approaching other 
CHEC group members . 

Ed Houghton gave a presentation to CHEC members on the Town of Collingwood and Collus' approach for the sale of 50% 
ofCollus Power. 

Brian Bentz and Ed Houghton have recently met with Senior Representatives from a number of small LDCs. 
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