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Town of Collingwood

97 Hurontario Street

P.O. Box 157
Collingwood, ON L9Y 375

Attention: John Brown, CAO
Dear Mr. Brown:

Re: Issues Surrounding the Services Agreement between Collingwood Public Utilities
Commission and Collus Solutions Corp., the Sale of Shares in Collingwood Utility
Services Corp., and Related Issues

You have asked us to consider various matters with regard to the shared services agreement
between Collingwood Public Utilities Commission and Collus Solutions Corp., and in relation to
the sale by the Town of Collingwood to PowerStream Inc. of 50% of the shares in Collingwood
Utility Services Corp.

In order to prepare this report on such a complex matter, we have reviewed the documents you
have provided to us. These include the closing book for the share sale, the services agreement,
staff reports, by-laws, correspondence, emails, and opinions of legal counsel. We have
attached selected documents to this opinion where appropriate and have referenced them
herein by Tab number. Our review and opinions herein are limited to the documents we have
reviewed. If there are other documents which relate to the matters addressed in this letter
which we are unaware of, they may impact our opinion.

It is extremely important to the Town’s position that this report not be provided to or
discussed with any person other than members of Town Council. Dissemination of the
comments set out herein would be prejudicial to the Town’s legal position in relation to
the matters addressed.

Parties

In order to avoid confusion among the various parties involved, in this report we refer to the
parties by the names set itin  -ent! s below.

1. The Corporation of the Town o llingv  ~ (the “Town”)

2. owerStream Inc. (“F w~erStream”)
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(e) The Service Agreements shall continue in force unless the SA Parties mutually
agree in writing to extended [sic] or terminate such Service Agreement.”

The existence of the Letter Agreement surfaced recently when the Town began to
consider terminating the PUC Services Agreement. During the course of an
independent review of the PUC Services Agreement undertaken by Beacon 2020,
Inc. and True North Consultants, Inc. in 2014 the consultants were not made aware
of the Letter Agreement and the impact it may have on terminating the PUC Services
Agreement. We understand that the Letter Agreement was brought to the attention
of the Town’s CAO only when it was sent to him by PowerStream after the
Beacon/True North review. The Letter Agreement was included in the closing
documents for the share sale to PowerStream, and was signed at that time. We
understand that the Town did not have a copy of the closing documents in relation to
the share sale until recently.

The Letter Agreement goes on to say that “lrrespective of the date of any particular
amending agreement for a Service Agreement, the Parties agree that all such
amendments shall be effective as of January 1, 2013.”

If the Letter Agreement amends the terms of the PUC Services Agreement, then the
term of the PUC Services Agreement ends on December 31, 2017 (5 years from
January 1, 2013). This term cannot be terminated earlier (except for breach) unless
PUC and Solutions mutually agree.

It appears that the review of the Service Agreements as contemplated by the Letter
Agreement has never occurred.

The key question is: does the Letter Agreement amend the terms of the PUC
Services Agreement, or is it just a waiver of conditions with the intent that the PUC
Services Agreement would be amended in the 12 months following the close of the
share shale on the terms as set out in the Letter Agreement?

o Itis our position that the better argument is that the Letter Agreement does not
amend the terms of the PUC Services Agreement for the following reasons:

*» The Letter Agreement states that the parties thereto “agree that all of the
Service Agreements will be reviewed and amended...in order to
comply with the following terms and conditions.” This strongly suggests
that the parties are “agreeing to agree” to amend the Service Agreements
in the future. If the intention was for the Letter Agreement to create
binding amendments to the Service Agreements, the language could
have been along the lines of “The Parties agree that the Service
Agreements are amended as follows...".

= PUC w ty to the Letter Agreement. ..ie . __ Services
Ag ment (Tab 1) states at section 11.08: “No nendment to, or
change, waiver or discharge of, any provision of this Agreement shall be
valid unless in writing and Jned by autl  zed representatives of
Party.” Sin - put, the PUC :rv . I e
without PUC's w1 en authorization, which was not obtained.
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As a related issue, if the Letter Agreement did amend the PUC Services Agreement,
the Town's purchasing By-Law no. 2006-42 may not have been complied with (i.e.
there was no tender for services and the procurement procedures were not complied
with). There is no indication that in granting authority to complete the transaction
Council was waiving its other policies of general application. We note that Leo
Longo also raised this as a potential issue in his correspondence to CAO John
Brown dated April 7, 2015 (Tab 4).

Can PUC terminate the PUC Services Agreement, and what are the possible
consequences of termination?

PUC can choose to take the position that the PUC Services Agreement was not
amended by the Letter Agreement. PUC could then, pursuant to section 2,01 of the
PUC Services Agreement, give Solutions notice in writing by no later than July 1,
2015 that it elects to terminate the PUC Services Agreement effective as of January
1, 2016.

We understand that PowerStream may not be pleased with the termination of the
PUC Services Agreement, as it is likely that one of PowerStream’s key
considerations in purchasing 50% of the shares of USC was to ensure a consistent
dividend stream from USC and the Subsidiaries. The loss of the PUC Services
Agreement would presumably lower Solution’s profitability and therefore its abitity to
issue dividends.

PowerStream may choose to sue the Town for breach of the Letter Agreement,
taking the position that the Letter Agreement did in fact amend the terms of the PUC
Services Agreement. If successful, the expected damages would be 50% of the
expected net returns under the PUC Services Agreement for the remainder of the
“amended” term (i.e. to the end of 2017). This assumes that PowerStream would
receive 50% of the prafits from the PUC Services Agreement as dividends. As noted
above, it is our opinion that the Letter Agreement did not amend the PUC Services
Agreement and that the PUC Services Agreement can therefore be terminated in
accordance with its terms.

Solutions may choose to sue PUC for breach of the PUC Services Agreement.
According to Aird & Berlis’s draft memorandum to the Town dated March 26, 2015,
damages could be in the range of $1,700,000 (Tab 5). We have not conducted an
independent assessment of this damage estimate.

PowerStream could additionally, or alternatively, exercise the shot gun clause in the
Shareholders’ Ag :ment (discussed below), the "y forcing the Town to either sell
to PowerStream all of its shares in USC or to purchase all of PowerSftream’s sha .

Can a settiement be negotiated?

The provisions of the various agreements dealing with the right ~ termination are
ambiguous, and there is always uncertainty and risk associated with litigation. As
noted above uncertainty over the actions that such a termination may
i . In tt ) n
negotiate with PowerStream the termination or amendment of the PUC Se
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Agreement on terms that both parties would find acceptable. Such terms may
include the following:

o insertion of a clear term with provisions for renewal and early termination at the
option of PUC;

o insertion of a condition that any renewal of the PUC Services Agreement must
comply with Town’s purchasing By-Law;

o provision for all costs for services provided by Solutions to be reviewed via a
market-based analysis within a reasonable period of time (e.g. six months), and
for the costs to be amended if found to be out of step with market rates, or (at
PUC's option) for the PUC Services Agreement to be terminated;

o confirmation that the Letter Agreement did not amend the terms of the PUC
Services Agreement; and

o provision for reduction in services provided by Solutions if the Town decides to
dissolve the PUC (see section 1(e) below).

What would happen to the PUC Services Agreement if the Town decides to
dissolve PUC?

As PUC is an agent of the Town, and any delegation of authority thereto is at the
discretion of the Town (see section 4 below), the Town has the option to dissolve
PUC if it chooses to do so.

In the event the Town decides to dissolve the PUC and perform PUC’s tasks directly,
the Town may choose to continue to utilize some of the services provided by
Solutions. The Water and Wastewater Services Review prepared by BMA
Management Consulting inc., dated April 28, 2015 (Tab 6), states at page 28:

“There are some cost items that are currently included in Collus Solution’s charge to
the CPUSB that would need to continue and become additional to the existing
services available within the Towns' organization. These include costs related to
Billing, Collecting, Customer Service, IT, Building Maintenance and SCADA. One
option is to consider having these services continue through Colius Solutions but
with accountability through the Director of Finance.”

Other options available to the Town are to terminate the PUC Services Agreement
and provide the services itself, or contract out to a third party.

The Town’s sale of a 50% interest in USC to PowerStream

This transaction closed in 2012, and appears to be a valid and binding trar  stion.

Based on the ev reviewed, we do not see ar 1able argument for voiding
this share sale.

A
[
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(a) What was the Town’s original intention with regards to a share sale?

e
B>

The Request for Proposal issued by Collus dated October 4, 2011 (Tab 7) states that
Collus Power Corp. and the Town of Collingwood were soliciting proposals for the
“purchase of shares of up to 50% in COLLUS Power” (see highlighted section on
page 1 of the Request for Proposal). There is no mention in the Request for
Proposal to the sale of shares in USC.

PowerStream’s Response to the Request for Proposal dated November 16, 2011
(Tab 8) is based upon the purchase of 50% of the shares of Collus Power Corp., not
USC (see highlighted section on page 4 of the Response). The proposed payment
for the shares of Collus was $7,300,000, with the total cash paid to the Town being
$14,510,170 (see highlighted section on page 5 of the Response).

Staff Report CAO 2012-01 prepared by Kimberly Wingrove, CAQO, dated January 23,
2012 (Tab 9) asks Council to approve the sale of 50% of the shares of USC
(highlighted on page 1 of the Report). There is no mention in the Report to the
original intention of selling 50% of the shares of Collus. On page 4 of the Report it
states:

“Upon review of the strategic ownership options prepared by KPMG, Town Council
gave direction to COLLUS to further investigate the Strategic Partnership option
through the creation of a Strategic Partnership Task Team (August 2011) and to

issue a Request for Proposal (RFP) (Issued October 4, 2011) to prospective-

partners. Upon review and rating of the various proposals submitted according to
the RFP, COLLUS made a recommendation (December 5, 2011) to Town Council
that COLL "'~ be directed by the Town to complete negotiations with PowerStream
Inc. (“PowerStream”). KPMG LLP and legal representatives from Aird and Berlis
were engaged throughout the negotiation process. It was determined that the
transaction would be most beneficial to the Town if the Town was to sell a 50%
interest in Collingwood Ultility Services Corp..” [emphasis added]

There is no mention as to who made the determination that the best course of action
was to sell 50% of USC, nor any indication that this change in course was
considered by Council.

The minutes of an In-Camera meeting (Tab 10) dated December 5, 2011 (i.e. after
receipt of PowerStream’s Response to the Request for Proposal and before Staff
Report CAO 2012-01) state that Collus recommended to Council “That the COLLUS
Power Corp Board herehy accepts the findings of the Strategic Parinership Task
Team and recommends to Collingwood Council that Collus Power Board be directed
to undertake negotiations with PowerStream Inc. for the purpose of entering into a
Strategic Partnership arrangement”. The motion that was moved by Council was
“That Council direct the Collus Board to continue negotiations with the preferred
proponent, being PowerStream Inc., for a potential strategic partnership
arrangement”. At no point does Council discuss or nsider selling the shares of
USC instead of the shares of Collus.

T 1
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prepared by Aird & Berlis LLP (Tab 11). This presentation is undated. Page 3 of the
presentation states as follows:

“Why sale of shares of CUS rather than COLLUS directly?
NOTE: Original Request for Proposals (“RFP”) from Collus Power inc. (“Collus”)
contemplated purchase of shares of Collus from CIS

KPMG LLP review determined transaction was more beneficial from a tax
perspective when Vendor was Town and target was CUS, rather than Collus

Implications:
a) Collus Energy Corp. (“Energy”) and Collus Solutions Corp. (“Solutions™)
are also part of the transaction
b) Pre-closing adjustments to Energy, Solutions and Collus
c) More due diligence
d) Avoid capital gains tax on the transaction (estimated at $350,000)"

As stated above, in PowerStream’s Response to the Request for Proposal it offered
to pay $7,300,000 for 50% of the shares of Collus. Instead, PowerStream purchased
50% of the shares of USC for $8,000,000. There is no indication as to how this price
differential was arrived at. The Town received further consideration, but this was
through recapitalization dividends paid by USC, Collus and Solutions.

Summary

o It was essential for the Town to be actively involved in all aspects of a major
transaction such as this one. It appears that the derision to se" the shares of
USC instead of the shares of Collus occurred withou significant, ur any, Council

T —— 0 oy
re_YI__e_\_I_VMDut. Such a substantial decision should not and cannot be delegated.

Who was the Town’s lawyer in this transaction, and who instructed that lawyer?

The Town was represented by Aird & Berlis. The Closing Agenda found at tab 52 of
the Closing Book prepared by Aird & Berlis lists Ron Clark, Leo Longo, John
Mascarin and Corrine Kennedy as representing the Town, USC, Collus and
Solutions.

The summary in the Closing Agenda of which lawyers were acting for the Town is
not entirely consistent with positions taken at that time and subsequently by Aird &
Berlis. In an email from Leo Longo to Sandra Cooper and Rick Lloyd dated January
16, 2012, Mr. Longo advised that Ron Clark and Corinne Kennedy of Aird & Berlis
were advising Collus, not the Town (Tab 12). We understand that Mr. Longo has
recently confirmed that he was not representing the Town in this transaction.

on Cla s position on who he present who was repre: B Town has
been inconsistent. We understand that he had ini” ‘ly indicated that he represented
the Town, hov i 1that he represented the Town generally and his

partner, Leo © 1go, represern 11l  Town with regards to any issues specific * a
municipality.

)
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The original by-law proposed by Leo Longo was much more constrained (Tab 15). It
provided:

“...That The [sic] Mayor and Clerk be authorized to execute the Share Purchase
Agreement and the Shareholders Agreement with Powerstream Inc. respecting the
purchase of shares of the Collingwood Ulility Services Corp. once those
agreements are in a form and content to the satisfaction of the Town’'s
Solicitor. That Appropriate [sic] Town Staff and the Town Solicitor report back
to Council as required as the conditions precedent to closing this transaction
are addressed and, in any event, prior to the final closing of this share
purchase transaction.” [emphasis Ided]

Leo Longo sent his original draft by-law to Ed Houghton with the request that Mr.
Houghton add the “Whereas” clauses to explain the evolution of the transaction (see
email from Leo Longo to Ed Houghton, January 17, 2012 at Tab 15). The revised
by-law Mr. Houghton sent back to Mr. Longo added “Whereas” sections, buf also
amended the body of the by-law (Tab 15). In this draft the Share Purchase
Agreement and Unanimous Shareholders’ Agreement were to be signed by the
Mayor and the Clerk “once those agreements are in a form and content to the
satisfaction of the Mayor” (as opposed to “to the satisfaction of the Town’s Solicitor”),
and the Mayor and Clerk are authorized to execute and deliver “all other documents,

notices, certificates to be signed and/or delivered under or in connection with the -

Share Purchase Agreement or Unanimous Shareholders Agreement”.

The by-law, as revised by Mr. Houghton, was further revised by Aird & Berlis until it
was in its final form. An email from Corrine Kennedy of Aird & Berlis (January 19,
2012, Tab 16) to Leo Longo sta

“After some further discussion with Ed and Ron, and in an effort to make sure we’re
[sic] covered all bases with respect to authorizing at the front end of this transaction
and don’t have to go back, | am working on some revisions to the bylaw for your
review.” [emphasis added]

Summary

o The final form of the by-law authorizing the share transaction gave the Mayor or
the Clerk a great deal of discretion and authority not only to complete that
transaction, but to enter into other significant agreements without having to return
to Council. We have : ‘eral concerns about this approach. First, the grant of
this type of far-reaching authority is highly unusual for a major municipal
transaction where the interests of the constituents of Collingwood were to be
protected. Second, by providing that either the Mayor or Clerk could exercise
this authority, the by-law created the potential for conflicting instructions, or that
only one of the listed persons could exercise the authority of Council. Third, by
not placing any parameters around the exercise of authority (as had originally
been suggested by Mr. Longo), the authorizing by-law created the ¢ rtunity for
the transaction to move forward without the Town having independent le~al

mmend that such a of authoritv ror
| { (
Its role as overseer of such matters.

Pl
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o It appears from the written record that the negotiations surrounding the share
sale were in effect delegated to Collus. Collus is a subsidiary of the company
whose shares were being sold. The Town was the party selling the shares, and
therefore the party which should have had oversight over all negotiations.

o While Council may have been apprised of the details of the share transaction and
related agreements, there is no record of this having occurred. The impression
that is created from the written record is that there was very little oversight by
Council of this transaction. This likely explains the lack of follow-up on obtaining
the reporting book, and Council’'s lack of knowledge of and confusion over the
impact of the July 31, 2012 Letter Agreement.

The Shareholders’ Agreement between the Town and PowerStream

As part of the closing of the share sale, the Town and PowerStream entered into a
Shareholders’ Agreement (the “S.A.”) that governs their relationship as equal
shareholders of USC.

How does the S.A. affect the Town’s interests?

The S.A. states that the board of USC is to have 6 directors, with the Town to
nominate 3 and PowerStream to nominate 3 (s. 4.1 of the S.A.). The majority of
directors nominated by each shareholder are to be independent. We note that a
review of board composition undertaken by Aird & Berlis (Memorandum to Town,
April 10, 2015, Tab 17) states that the independent requirement does not appear to
have been complied with.

Both the Town and PowerStream are to elect the directors for the board of each of
the Subsidiaries (s. 4.2 of the S.A))

The dividend policy for USC is set out in Schedule “B” to the S.A. It states that USC
and the Subsidiaries “shall normally pay a minimum of 50% of annual net income as
dividends”. Arguably this dividend policy was a key consideration of PowerStream in
deciding to purchase 50% of the shares of USC, as it provides a consistent source of
revenue.

The S.A. has a “shot gun” clause at s. 9.1. A shot gun clause is common for a 50/50
share ownership structure, and is in fact contemplated at section 3.1 of the Town’s
Request for Proposals which was issued when a share sale was first contemplated.
The shot gun clause has a notice period of twenty (20) days. While a shot gun
clause is not unusual, it should be taken into account when considering if the Town
will terminate the PUC Services Agreement.

How can the S.A. be revised to better protect the Town'’s interests?

A municipality has unique characteristics that differentiate it from private corporations
or individuals. =y among these is a municipality’s obligation to serve the interests
of its constituents, as opp o arel
the .own needs tot full n o of
As setoutin s¢  ons 4 and 5 of this repc

L
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positions taken by the senior officers of those corporations, the Town has been
unable to obtain information it requires.

. These difficulties may be overcome through amending the S.A. to better protect the
Town’s interests. These changes should also be beneficial to PowerStream, and
therefore negotiating these changes with PowerStream has a reasonable chance of
success. Our recommended amendments to the S.A. are as follows:

o all directors be obligated to report to their nominating shareholder (i.e. the Town
and PowerStream, respectively) the business dealings and financial position of
the company they serve on a regular basis (e.g. quarterly);

o any confidential information obtained by directors with regards to the company
they serve must*still be reported to the nominating shareholder, however the
shareholder is obliged to keep the information confidential. In the case of the
Town, this would require the information to be shared in an “in camera” meeting;
and

o the time for response to a “shot gun” notice be increased from 20 days to 120
days. This would allow sufficient time for the party receiving the notice to obtain
a valuation of USC and, if necessary, obtain financing to purchase the other
party’s shares.

. It is important to note, however, that appointed directors must consider the interests
of the corporation they serve (over the interests of the shareholder who appointed
them) while they are acting as directors of that corporation. The Town cannot direct
how its nominee directors may vote on any corporate matter. The Town’s recourse,
if it is unhappy with a director’s decisions, is to remove that director as its nominee.

° Section 137 of the Ontario Business Corporations Act states as follows:

“Subject to the articles, the by-laws or any unanimous shareholder agreement,
the directors of a corporation may fix the remuneration of the directors, officers and
employees of the corporation.” [emphasis added]

It is therefore open to the shareholders of a corporation to remove this power from
the directors and fix the remuneration themselves. The S.A. can be further amended
to state that each company is obligated to fully disclose to the shareholders all
salaries, wages, bonu: 3, benefits and pensions of its employees. The shareholders
may also want to control these amounts. In addition, all employment terms should
be disclosed including any severance requirements.

4. Does the Town have a right to know the salaries of the
off rs/directors/employees of USC, the Subsidiaries and PUC?

° The Town is 50% shareholder of USC, and yet has not been able to obtain the
salaries of the office di o id employees of USC or the Si ;.

° -7 T 77 of the SPA states that Schedule 5.2(14) will list all empl 5 of

bsi_.aries together with imong other informs ot

some poil in the nego ¢ A the requirement to A
&
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wages was removed. Section 5.2(14) of the SPA should have been amended
accordingly. As this transaction involved PowerStream purchasing the shares of
USC, it would have been PowerStream which would have requested this information,
not the Town. At some point PowerStream must have withdrawn its request that
wages be included in the schedule.

Under the Ontario Business Corporations Act (the “OBCA”), shareholders are
entitled to review certain corporate information (s. 145(1) of the OBCA), however
salaries are not included in this list.

A good argument can be made that the Town, as an owner of USC, has a right to
know the financial details of the company, and by extension the details of the
Subsidiaries. However, instead of arguing the issue we believe a better approach
would be to amend the S.A. (as set out in section 3(b) above) to make such
disclosure mandatory.

The Town does have a right to salary disclosure from PUC. The PUC is a municipal
services board created by the Town and not a private corporation. Section 197 of
the Municipal Act, 2001 provides that a municipal services board is an agent of the
municipality, and section 198 provides that the delegation of authority thereto is in
the discretion of the municipality. It is within the Town’'s control to amend its
delegation of authority to require the disclosure of such information.

Duty of Council members sitting on boards

Leo Longo’s opinion to John Brown dated March 31, 2015 (Tab 18) states that
Councillors who sit on corporate boards as directors owe a fiduciary duty to that
corporation. We agree with Mr. Longo’s position. Although councillors are appointed
to boards to represent the interests of their appointing municipalities, their foremost
duty while sitting as members of those boards is to the interests of that entity. They
therefore cannot share information that the corporation has deemed to be
confidential, nor can they share municipal information that the Town has deemed to
be confidential. They must strike a delicate balance of upholding their fiduciary
duties to both the appointing municipality and the private board without
compromising the interests of either entity.

There has been judicial consideration of this issue, which has clearly established that
appointed directors owe a fiduciary duty to the corporation whose interests they are
considering, and they cannot permit their appointing corporation (or in this case
municipality) to control the best exercise of their judgment in that context. In PWA
Corp. v. Gemini Group Automated Distribution Systems Inc.,' the Court described
this obligation as follows (emphasis added):

A director nominated by a particular shareholder of the Corporation is not in any sense relieved of
his or her fiduciary duties to the Corporation. The nominee director is not accorded an attenuated
standard of loyalty to the Corporation. The director mu judgment in the
interests of ti Corporation and comply with his and must not
subordinate the interests of the Corporation to those «

' PWA Corp. v. nini Group Automatec” ~ stributior ¢ Inc. (1993), Or io Court of Appeal.

™A
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Similarly, in 820099 Ontario Inc. v. Harold E. Ballard Limited,? the Court of Appeal
commented as follows (emphasis added):

It may well be that the corporate life a nominee director who votes against the interests of his
“appointing” shareholder will be neither happy nor long. However, the role that any director
must play (whether or not a nominee director) is that he must act in the best interests of the
Corporation. if the interests of the Corporation (and indirectly the interests of the shareholders as
a whole) require that the director vote in a certain way, it must be the way that he conscientiously
believes after a reasonable review is the best for the Corporation. The nominee director’s
obligation to his “appointing” shareholder would seem to me to include the duty to tell the
appointer that his requested course of action is wrong if the director in fact feels this way.
Such advice, although likely initially unwelcome, may well be valuable to the appointer in the long
run. The nominee director cannot be a "Yes man”; he must be an analytical person who can say
“Yes” or “No" as the occasion requires (or to put it another way, as the Corporation requires).

It is our opinion that the above principles extend to the sharing of information by a
municipal appointee. In cases where the board of a private corporation has
determined that certain information is confidential and should not be shared with
other persons or entities, it would be inappropriate for a municipal appointee to
ignore that position and share the confidential information with the Town. Similarly, it
would be inappropriate for such an appointee to share confidential Town information
with the corporation.

It would be possible to set out in an agreement between the Town and a private
corporation the nature and degree of information that would be shared between the
parties, which would override the general principles discussed above. This principle
is discussed above in the proposed amendments to the S.A.

relating to these transactions are complex ones, but we trust that the foregoing is

satisfactory for your current purposes. If you have any comments or questions or require further
elaboration on any particular point, please let us know.

Yours truly,

MILLER THOMSON LLP

“ flen S

Jean L. Leonard

¢. Steven O'Melia

2 820099 Or

jo Inc. v. Harold E. . lard Li (1), Ontario Court (Ge. Div ).
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AMENDING AGREEMENT

Th AMENDING AGREEMENT is made this # 7 day of fsore, 2004,

g,

BETWEL ¥

COLLUS SOLUTIONS CORP., corporation incorporated
pursuant to the laws of the Provinee of Ontario

(Hereinafter referred to as “SERVCO”)

-and-

Collingwood Public Utilities a service board of the Town of
Collingwood incorporated pursuant to the laws of the Province of
Ontario

(Hereinafter referred to as “CPU”)

WHEREAS SERVCO and the former Collinigwood Public Utilities Commission (the
“CPUC”) had entered into an agreement (the “Services Agreement”) dated as of January
1, 2003 whereby the CPUC had agreed to purchase services from SERVCO as provided
in the Services Agreement; and

WHEREAS the Town of Collingwood By-Law 04-29 enacted as per the requirements of
the Municipal Act 2001 that the CPUC became the CPU ; and

WHEREAS the Effective Date of the Services Agreement is defined as January 1, 2003;
and

NOW THEREFORE THIS AMENDING AGREEMENT WITNESSETH that, in
consideration of the mutual covenants and agreements herein contained and subject to the
terms and conditions hereinafter set out, the Parties hereto agree as follows:

(a) That the terms and conditions of the Service Agreement pértaumng directly fo the
CPUC are now applicable to the CPU; i
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(b) The Effective Date of the amended Service Agreement is January 1, 2004

IN WITNESS WHEREOF this Amending Agreemment has been executed by the
parties hereto as of the date written above.

COLLUS SOLUTIONS CORP.

Name: Joan Pajunen

Titlé; Chair of the Board of Directors

Collingwood Publi¢ Utilifies

- /41« ¢
Nanfe: Dlincan Hawkins
Title:Chair of the CPU




Py
Ve %_‘
\

CONFIDENTIAY.

COLLINGWOOD PUBLIC UTILITIES COMMISSION

-and -

COLLUS SOLUTIONS CORP

SERVICES AGREEMENT

January 1, 2003



CONFIDENTIAL

SERVICES AGREEMENT

THIS SERVICES AGREEMENT is made as of the 1% day of January, 2003.

BETWEEN:

COLLINGWOQOD PUBLIC UTILITIES

COMMISSION , a commission established pursuant to the

laws of the Province of Ontario

(Hereinafter referred to as “PUC™)

-and -~

COLLUS SOLUTIONS CORP a corporation
incorporated pursuant to the laws of the Province of
Ontario

(hereinafter referred to as “SERVCO”)

RECITALS:

1. SERVCO agrees to provide supervisory, operational, engineering, finance, administrative
services and other services to PUC on the terms as set forth in this Agreement, and SERVCO
shall provide such other products and services as may be agreed to by the Parties from time

to time.

!\J

specifically identified in this Agreement.

v

prior to the date of execution of this Agreement.

NOW THERILFORE in consideration of the mutual covenants contained herein and for other
‘gooc .va € cons ., e receipt and sufficiency of which are hereby acknowledged,

the parties hereto ™ :bj§ as follows:

This agreement shall not limit the activities of SERVCO, with the exception of those
activities within the exclusive statutory and licensed jurisdictions of PUC including the items

This agreement sets out certain arrangements between PUC and SERVCO that were in place
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Article One INTERPRETATION

Section 1.01: Definitions

Unless the context otherwise specifies or requires, for the purposes of this Agreement all
capitalized terms herein shall have the meanings set forth below:

(a)

(b)

(c)

(@

()

®

(®

()
(M
)
(k)
Y

“Advisors” means employees, agents, professional advisors, contractors and
subcontractors, and “Advisor” means any one of them;

“Affiliate,” with respect to a corporation, shall have the same meaning as is ascribed to
such term in the Business Corporations Act (Ontario);

“Agreement” “this Agreement”, “the Agreément”, “SERVCO Services, SERVCO
Management Services Agreement’, “hereto”, “hereof’, “herein”, “hereby”,
“hereunder” and similar expressions mean this SERVCO Services Agreement together
with all Schedules attached hereto, as they may be amended from time to time;

“Business Day” means any day other than a Saturday or Sunday or a statutory or bank
holiday in the Province of Ontario;

“Claims” has the meaning ascribed to such term in Section 4.05;

“Confidential Consumer Information” means information PUC has obtained relating
to a specific consumer in the process of providing current or prospective distribution
service;

“Default” means in respect of PUC, an event set out in Section 8.01 and, in respect of
SERVCO, an event set out in Section 8.02;

“Effective Date® nieans the date first written above;

“Event of Default” means a Default, the notice and cure periods (if any) respecting,
which have expired; :

“Extraordinary Costs” means cost as defined in Section 5.07;

“Force Majeure Event” has the meaninga =~ “tos ' termir 7: 1177

“Law” means any law, rule, regulation, Code, order, w ore r
legal or regulatory termination by a court, regulatory agency or governmental authority of
u ion;
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“Person” includes an individual, corporation, partnership, joint venture, association,

trust, pension fund, union, governmental agency, official, board, tribunal, ministry,
comrnission or department;

“Prime Rate” means, for any day, an annual rate of interest equal to the rate of interest
which SERVCQ’s principal bank establishes at its’ principal office in Toronto as the
reference rate of interest to determine intersst rates that it will charge on such day for
commercial loans in Canadian dollars made to its customers in Canada and which it
refers to as its “prime rate of interest”;

“Services” are Services that are provided under Section 3.01 of this Agreement;

“Term” has the meaning ascribed thereto in Section 2.01 of this Agreement;

“Third Party Expenses” means all fees, costs and charges paid to third parties by
SERVCO on behalf of PUC in connection with providing the Services and the
Management Services or incurred by PUC’s employees while providing Services under

this Agreement paid by SERVCO; and -

“Total Controllable Costs” has the meaning ascribed to such term in Section 5.01;

Section 1.02: Construction of Agreement

In this Agreement:

(2)

b)

(©)

(d)

(e)

®

words denoting the singular include the plural and vice versa and words denoting any
gender include all genders;

all usage of the word “including” or the phrase “e.g.,” in this Agreement shall mean
“including, without limitation,” throughout this Agreerneit;

any reference to a statute shall mean the statute in force as at the date hereof, together
with all regulations promulgated there under, as the same may be amended, re-enacted,

consolidated and/or replaced, from time to time, and any successor statute thereto, unless
otherwise expressly provided;

any reference to a specific ex  tive position or an intemal division or department of a
Party shall include any successor positions, divisions or departments having substantially
the same responsibilities or performing substantially the same functions;

when calculating the period of time within which or following which any act is to be
done or step taken, the date which is the reference day in calculating such period shall be

exclu  |; and 1 ofs y  Business Day, the period shall end on
the next Business Day;

all dollar amounts are expressedin =~  “an ~  ars;
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the division of this Agreement into separate Articles, Sections, subsections and
Schedules, the provision of a table of contents and the insertion of headings is for
convenience of reference only and shall not affect the construction or interpretation of
this Agreement;

words or abbreviations which have well known or trade meanings are used herein in
accordance with their recognized meanings; and

the terms and conditions hereof are the result of negotiations between the Parties and the
Parties therefore agree that this Agreenient shall not be construed in favour of or against
any Party by reason of the extent to which any Party or its professional advisors
participated in the preparation of this Agreement.
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Article Two TERM

Section 2.01: Term

Unless terminated in accordance with Section 10.01 of this Agreement, the term of this
Agreement shall be from the Effective Date to and including January 1, 2004 and the term shall
be automatically extended for a further period of one (1) year unless either Party gives notice in
writing that the Agreement is not to be extended on the date which is six (6) months prior to the
end of the term, or the end of renewal as the case may be.
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Article Three SERVCO SERVICES AND COVENANTS

Section 3.01: Services

Unless the parties otherwise agree in writing and subject to the terms, covenants and conditions
contained in this Agreement and to the observance and performance by PUC & SERVCO of all
terms, covenants and conditions hereof, SERVCO will providé or cause to be provided to PUC
the following services (collectively, the “Services™):

Reconnect and Collection

Responses to reconnects and collection issues will be completed in an expeditious and timely
fashion as to avoid potential levels of bad debt write offs.

Meter Reading

The meters of PUC’S Residential & General Service customers shall be read in a timely manner
with a SENSUS hand held meter-reading device or other hand held meter-reading device that the
parties may agree upon. A Schedule for meter reading will be supplied by SERVCO to PUC for
consideration arid PUC approval.

Billing & Collecting

SERVCO shall utilize equipment that performs billing and collecting functions to North
American industry standards. Said equipment shall meet the local needs of the community and
shall be capable of providing customized local services such as equal payment plans. PUC shall
be entitled to review from time to time the capabilities of the system’s workstations and network
server to ensure that these local services are available to customiers in the future.

SERVCO will rent all computer hardware and software that it requires from the PUC at a rate of

$84,000 plus federal GST per annum. The rertal fee will be reviewed annually and may be

adjusted upon agreement between the PUC and SERVCO. If: .  is not performed and or

PUC and SERVCO fail to reach agreement thehn a 3.5% per annum increase will be applied to the

previous year’s amount. SERVCO miay use the equipment to per all functions that it
U

All collections of custome!  iyments will I edlo community office.
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Customer Service

Customer Service will be provided by qualified, readily accessible and knowledgeable local staff
that meets the needs of existing and potential customers. Services will include the provision of
local community and engineering planning information to serve new business. PUC customer
information will be readily available to PUC in a local office in both electronic and hard copy.
SERVCO staff shall be knowledgeable in respect of community demographics and shall provide
personal and friendly customer service, including ongoing comimunity services such as
underground cable locates for customers.

Data Tracking

Competent SERVCO staff and equipment shall upon thé request of PUC maintain and collect

numerous types of data by using technological means and integrated computer systems in order
to track trends and circumstances as required by others.

Accounting

Skilled local staff will provide and maintain accounting services that are readily accessible at the
local level, including financial statements, financial planning, payroll, collection, withholding or
remittance of taxes and other required functions. These records will be kept in a format that is
acceptable to the Accounting Procedures Handbook for Electric Distribution Utilities and
Generally Accepted Accounting Pririciples (“GAAP”) of the Canadian Institute of Chartered
Accountants {“CICA™) and will be available for PUC on request. [GAAP and CICA not defined]

Engineering Services

Certified knowledgeable staff with experience in the water utility field will utilize water
engineering industry standards, recognising the local conditions in performing the engineering

functions the PUC requires.

Planning and Necessary Maintenance

Qualified staff will provide planning and necessary maintenance to the water system in a timely
fashion appropriate for the maintenance need. To the extent practicable, this maintenance will be

co-ordinated and integrated with municipal infrasiructure projects, including other community -

utilities such as Bell Canada. Utilising its’ in depth local knowledge and information sources,
SERVCO will respond to other local reconstruction programs to coordinate activity with the
vieWw t6 minimizing costs to all parties.

~--jtracting with Developers. Customers and others

Con t SERVCO staff with local knowledge v be utilized to provide services such as

” ptocurement and handling, design, planning, cost estimating, installation, scheduling,
inspection ar _ liaison with other utilities, contractors, the mumc:1pa11ty with respect to
development, customers and others.
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Subcontracting sérvices

To the extent practicable, local services will generally be utilised for subcontractéd services.

After Hours Response

SERVCO will cause staff to respond to service calls within 30 minutes of a request for such
service and shall have a crew in operation within the utility’s service area within the time stated.

Normal Hours Response

SERVCO will cause staff to respond to service calls on a scheduled basis.

Emergency Preparedness

An Emergency Measures Plan will be maintained and updated as required.

Provision of Supervisory Services

All supervisory services provided by SERVCO under this agreement will be provided directly or
indirectly by SERVCO. SERVCO provides distribution plant maintenance supérvision to PUC.

Provision of Management Services

SERVCO shall provide to PUC Management Services, which shall include but not be limited to
human resources, regulatory assistance and advice and policy development. SERVCO shall
provide to PUC reports relating to Management Services rendered by SERVCO and such reports
shall be provided to the President and/or CEO of PUC and upon request to the PUC
commissioners.

In providing the Management Services, it is specifically understood that SERVCO is an
independent contractor and not an agent or employee of PUC. Management Services iniclude the
reports on such items as regulatory, policy, and human resources to PUC.

As such, except as permitted by this Agreement, SERVCO shall not be authorized to bind or
commit PUC, either actually or apparently, in any manrier whatsoever without the prior written
authority from PUC to do so. SERVCO does not have the authority to bind PUC with respect to
regular regulatory submissions without the prior approval of the President and/or CEO of PUC
who shall réport such approval to the PUC Board, but it is expected that SERVCO will respond
to¢  ions and interrogatories on regulatory submission once initiated. Regardless, SERVCO
will report to PUC on all regulatory activities.

£ VCOshal ot ized  bind PUC, her actually or apparently, in any
manner whatsoever without the prior wri ~ authority from PUC to divestitures of any interest
« °UC in real property.
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SERVCO shall not be authorized to bind or commit PUC, either actually or apparently, in any
manner whatsoever without the prior written authority from PUC to divestitures of any interest

-of PUC in personal property in excess of $5,000 annually.

Further, where PUC has an approved policy with respect to the services, which SERVCO
provides to third parties when providing services on behalf of PUC, SERVCO shall be bound by
that policy. If activities should have a policy, then SERVCO shall expeditiously bring the matter
to the attention of PUC by way of a report to the PUC Board for consideration.

Section 3.02: Capital Construction Activities by SERVCO

()  With prior written annual approval of PUC, SERVCO will undertake, by way of
acquisition or construction, a capital construction program.

(b)  For unplanned capital or construction activities, including any interest in real property the
monthly capital amount will be limited to $20,000 but must not exceed $100,000 in any
12 month period. Such amounts will be billed by SERVCO within 90 days of the costs
being incurred. On receipt of the approval of PUC, any previously unplanned capital or
construction activity shall be considered to have been planned Any land acquisitions or
construction on behalf of PUC including easements, leases, or interest in real property
shall be billed by SERVCO within 90 days of the costs being incurred and if not part of
the approved capital construction program shall be limited to $5,000.

(c) In extreme and unusual situations, the P;esident and/or the CEO or the Chair of PUC may
authorize unplanned acquisition or capital expenditures in excess of the previous limits,

provided notification is provided to PUC by SERVCQ within 72 hours of the
commencement of such activities.

{d) At the time capital is approved, the division of capital activities between PUC resourced
activities aind SERVCO resourced activities will be established.

Section 3.03: Performance Standards

(a) =~ SERVCO will endeavour to perform in the top quartile of industry standards.

(b) SERVCO will make all reasonable efforts to meet or exceed performance measures
established by the PUC.

(c) PUC/SERVCO commit to attempting to provide distribution price stability for customers.

@  SERVCO will use their bid policies tc  sure that the most efficient purchases are made.

Section 3.04: Changes

PUC and SERVCO may, from time  time, agree to modific: - the Services, by
negotiating appropriate changes to the descriptions of the s¢ ices and the consideration in
comnection with such changes and shall initial + amended schedules hereto.

10
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Section 3.05;: General SERVCO Covenants

(a)

(b)

(c)

(@)

SERVCO shall be responsible for obtaining all necessary licences and permits and for
complying with all applicable federal, provincial and municipal laws, codes and
regulations in connection with the provision of the services hereunder and SERVCO shall
when requested provide PUC with adequate evidence of its compliance with this Section
3.05;

SERVCO shall comply, while on the premises used by PUC, with all the rules and

regulations of PUC from timie to time in force, which are brought to its natice or of which
it could reasoriably bé aware;

SERVCO shall pay for and maintain for the benefit of SERVCO appropriate insurance
concemning the operations and liabilities of SERVCO relevant to this Agreement
including, without limiting the generality of the foregoing, workers’ compensation and
employment insurance in conformity with applicable statutory requirements in respect of
any remuneration payable by SERVCO to any employees of SERVCO and public
liability and property damage insurance;

All SERVCO Personnel with responsibility for the provision of Services shall be familiar
with the PUC water service area.

Section 3.06: Regulatorv Change

If any change of Law after the date of this Master Agreement renders this Agreement illegal or
unenforceable, then the Parties shall be required to renegotiate in good faith for thirty (30) days
with a goal to developing a substitute agreement, which is consistent with the change of Law.

11
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Article Four MUTUAL COVENANTS

Section 4.01: Maintain Re(:qrds

PUC and SERVCO will maintain sich records as may be necessary in connection with this
Agreement and as are agieed upon by the Parties, acting reasonably.

Section 4.02: Notification of Changeg of Circumstances

PUC shall promptly give written notice to SERVCO of any changes or prospective changes in
circumstances that would materially affect the resources required for the pérformance of the
Services, including any anficipated material change in the nature or level of business of PUC, the
number of employess of PUC, or any efforts rélating to the organization of or collective

bargaining by employees of PUC, or any lease or service arrangements contemplated with any
third parties.
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Article Five FEES AND PAYMENTS

Section 5.01: Financial Consideration

SERVCO agrees to provide the services as outlined in the terms of this
Agreement to PUC for an anhual base cost of $670,000.00 for the year ending Deceniber 31,
2003. The base ¢ost will be reviewed annually and may be adjusted upon agreetment between the
PUC and &£...\ _). If a review is not performed and/or PUC and SERVCO fail to reach
agreement, then a 3.5% per annum increase will be applied to the previous year’s amount.

(&  Excluding SERVCO services, PUC costs that will be paid directly by PUC (“Base Direct
Costs”) include those following and any other direct costs it chooses to incur:

* Income and corporate taxes or payments in lieu of taxés
s Property Taxes

e Land Taxes

s Directors Fees

¢ Insurance not jointly held or provided by the parties

¢ Costs of insurance jointly held will be shared on a pro rata basis

Section 5.02: Third Party Services Expenses

Prior to incurring any Third Party Services Expenses that materially exceed the historical levels

* of such expenses, SERVCO shall use reasonable efforts to notify PUC of the amount of such

differences and the circumstances giving rise thereto. In the event that PUC considers any such
increase to be un_]usnﬁed the Parties shall work together codperatively and in good faith to
minirmize such expenses; provided, however that any miaterial reduction in Third Party Services
directly resulting from such increased Third Party Services Expenses not being paid shall not be
considered &n Event of Default.

Section 5.03: Taxes

In addition to the Fees in 5:01, PUC shall pay to SERVCO an amount equal to any and all goods
and services taxes, sales taxes, value-added taxes or any other taxes (excludmﬂ income taxes)
properly eligible on the supply of the Third Party Services provided for under this Agreement.

04:1. Pa mnt

IfPUC failstc spa_ whendue, such amounts shall bear interest from the due
date thereoftothe:  ofpayment at P e Rate plus two percentage points.

13



CONFIDENTIAL

Article Six ~REPRESENTATIONS AND WARRANTIES

Section 6.01: Representafions and Warraiities of SERVCO

SERVCO hereby represents and wartants to PUC as follows and acknowledges that PUC is
relying on such representationis and warranties in connection he ith:

()

(b)

(©

@

SERVCO is a company established pursuant to the laws of the Province of Ontario and it

has the rights, powers and privileges to execute and deliver this Agreement and to
perform its obligations hereunder;

the execution, delivery and performance of this Agreement has been duly authorized by
all necessary corporate action;

this Agreement has been duly executed and delivered by SERVCO and constitutes a

legal, valid and binding obligation of SERVCO, enforceable against SERVCO by PUC in
accordance with its terms; and

SERVCO has the necessary resources and expertise to acquire or perform the Services
and Management Services.

Section 6.02: Representations and Warranties of PUC

PUC hereby represents and warrants to SERVCO as follows and acknowledges that SERVCO is
relying on such represéntations and warranties in connection herewith:

(a)

(b)

(©)

PUC is a company, duly organized, validly existing and in good standing under the laws
of the Province of Ontario and it has the rights, powers and privileges to execute and
deliver this Agreement and to perform its obligations hereunder;

the execution, delivery and performance of this Agreement has been duly authorized by
all necessary commission actions; and

this Agreement has been duly executed and delivered by PUC and constitutes a legal,

valid and binding obligation of PUC, enforceable against PUC by SERVCO in
accordance with its terms.

14
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Article Seven INDEMNIFICATION

Section 7.01: Indemnification by PUC

The parties shall indemnify each other, and their respective officers and directors, from any
losses, liabilities and damages (including taxes and rélated penalties) and all related costs arid
expenses, including reasonable legal fees on a solicitor and client basis and expenses and costs of
litigation, settlement, judgment, appeal, interest and penalties (“Losses”) arising out of or
relating to:

() any claim by Advisors, customers or suppliers of a party arising from or related to this
Agreement or the Services, provided that such indemnity shall be without prejudice to
any claim such party may have against the other party in connection therewith; and

(b)  any claim based on the personal or bodily injury (including death) or damage to property
receivéd or sustained by any féason of any act of orhission, whether negligent or
otherwise, to the extent caused by a party or that party’s Advisor at any location of the
party in the course of or in connection with the performance of the Services and
Management Services.

Section 7.02: Indemnification Proceduyes

If any third party makes a claim covered by this Agreement against any indemnitee hereunder
(an “Indemnitee”) with respect to which such Indemnitee intends to seek indemnification under
this Agreement, such Indemnitee shall give notice of such claim to the indemnifying Party (the
“Indemnifying Party”) as soon as practicable, including a brief description of the amount and
basis therefore, if kinown. Each Party shall ¢o-operate fully with the other Patty in its defence of
any such claim. The indemnity obligations of an Indemnifying Party under this Agreement shall
be conditional on natice of the claiim having been provided and the Indemnifying Party having
had thé opportunity to consult with the Indemnitee regarding the ¢laim. An Indemnitee seeking
indemnification hereunder in respect of a claim shall not settle such claim without prior approval
of the Indemnitor.

15
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Article Eight DEFAULT

Section 8.01: Events of Default by PUC

The occurrence of any one or more of the following events shall constitute a Default by PUC
under this Agreement and shall constitute an Event of Default if such Défaiilt is not remedied

prior to the expiry of the relevant notice period (if any) and the relevant cure period (if any)
applicable to such Default as hereinafter set out:

(a)

(b)

if PUC ciefaults in the payment of any amount due to SERVCO under this Agreement and

such default shall continue unrémedied for sixty (60) days following notice thereof to
PUC by SERVCO; and

if PUC fails in any material respect to perform or observe any of its other material
obligations under this Agreement and such failure shall continue unremedied for a period
of 60 days following notice thereof (giving particulars of the failure in reasonable detail)
from SERVCO to PUC or such longer period as may be reasonably necessary to cure
such failure (if such failure is capable of being cured), provided that PUC:

0] proceeds with all due diligence to cure or cause to be cured such failure; and

(i)  its proceedings can be reasonably expected to cure or cause to be cured such
failure within a reasonable time frame acceptable to SERVCO, acting reasonably.

Section 8.02: Default by SERVCO

It shall constitute a Default by SERVCO under this Agreement and shall constitute an Event of
Default if such Default is not cured prior to the expiry of the relevant notice period (if any) and
the relevant cure period (if any) applicable to such Défault as hereinafter set out:

(a)

(b)

if SERVCO defaults in the payment of any amount to PUC under this Agreement and
such default shall continue unremedied for sixty (60) days following notice thereof to
SERVCO by PUC; and

if SERVCO fails in any material respect to perform or observe any of its respective
material obligations under this Agreement, and such failure shall continue unremedied for
a period of s+ (60) days following notice thereof (giving particulars of the failure in
reasonable detail) from PUC to SERVCO or such longer period as may be  sonably
necessary to cure such failure (ifit is capable of being cured), provided that SERVCO:

@) proceeds with all due diligence to cure or cause to be cured such failure; and

@iy SERVCO’s proceed” ;canl onably ex; ted to cure or cause to be cured
such failure within a reasonable time frame acc ~ ~“etc ~JC, actii  reasonat”

16
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Article Nine REMEDIES

Section 9.01: Default Remedies

(a) Unless otherwise agreed to in writing, in the event PUC is in default under Section
8.01(2) and Section 8.01(b), SERVCO may terminate this Agreement and all amounts
payable by PUC hereunder shall become due arid payable forthwith;

(b)  Any dispute between the Parties in respect of Section 8.01(b) and 8.02(b) shall be
submitted to and be definitively settled by arbitration on the request of any Party pursuant
to Section 11.02 of this Agreement;

() While any dispute is being resolved by arbitration, the Parties shall continue to perform
all obligations under this Agreement with due diligence and shall continue to comply
with all terms of this Agreement;

(d)  Ifa Party has failed to comply with the arbitrator’s award or decision in accordance with
said arbitrator’s award or decision, the other Party may terminate this Agreement and all
amounts owing by the Party to the other Party shall be due and payable and all properties
of the other Party shall be returned forthwith;

(e) The remedies in this section are expressly in lieu o 1y or all of the remedies, which may
be available to each of PUC and SERVCO resulting from the furnishing, the failure to
furnish or the quality of any Services. Each of PUC and SERVCO hereby recognises and
agrees that the Parties will come together to establish a reasonable remedy congistent
with the intent of this Agreement, and the Parties further agree that PUC will receive no
additional compensation while establishing a reasonable remedy.

Section 9.02: Limitation of Liability

For breach or Default by SERVCO under or related to this Agreement, SERVCQ’s entire
aggregate liability, regardless of the form of action, whether based on contract or tort, including
negligence and including, without limitation, the furnishing, the failure to furnish or the quality

of any Services, shall in no event exceed the amount paid by PUC for the Servicés that is the
subject of the claim.

Section 9.03: No Consequentia. . tmages

In no event will SERVCO be liable to PUC, or PUC be liable to SERVCO for special, incidental,
indi orconseqt  allc or image, lost business revenue, loss of profits, failure to realize
expected profits or savings, or any damages or losses pursuant to claims brought by a third party
(even if the Party causing such loss or damage has been advised of the possibility of same) in
connection with this # ¢

17
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Article Ten TERMINATION )

Section 10.01: Termination

This Agreement shall terminate:
(a)  inaccordance with the provisions of Section 9.01; or

(b)  in accordance with Section 2.01 upon issuance of the six (6) month advance notice of
termination.

Section 10.02: Notice of Terminaﬁon

Any termination hereof pursuant to Section 10.01 shall be by written notice of the terminating
Party. :

18
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Article Eleven GENERAL

Section 11.01: Force Majeure

No Party shall be liable for a failure or delay in the performance of its obligations pursuant to
this Agreernent:

(a) provided that such failure or delay could not have been prevented by reasonable
precautions;

(b)  provided that such failure or delay cannot reasonably be circumvented by the non-
performing Party through the use of alternate sources, work around plans or other means;
and ‘

(c) if and to the extent such failure or delay is caused, directly or indirectly, by fire, flood,
earthquake, elements of nature or acts of God, acts of war, terrorism, riots, civil disorders,
rebellions, strikes, lock outs or labour disruptions or revolutions in Canada, or any other
similar causes beyond the reasonable control of such Party,

(each, a “Force Majeure Event”). Upon the occurrence of a Force Majeure Event, the non-
performing Party shall be excused from any further performance of those of its obligations
pursuant to this Agreement affected by the Force Majeure Event only for so long as:

(@) such Force Majeure Event contim

®) such Party continues to use commercially reasonable efforts to recommence performance
whenever and to whatever extent possible without delay.

The Party delayed by a Force Majeure Event shall:

@ inunediately notify the other Parties by telephone (to be confirmed in writing within five
(5) days of the inception of such delay) of the occurrence of a Force Majeure Event; and

(b)  describe in reasonable detail the circumstances causing the Force Majeure Event.

19
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Section 11.02: Dispute Resolution

If any dispute arising in relation to an event of default under Section 8.01(b) or Section 8.02(b)
or its implementation of Section 8.01(b) or Section 8.02(b) cannot be resolved by negotiation
between the Parties, then the dispute shall be referred to ong arbifrator agreeable to and
appointed by both Parties. If the Partie_s cannot agree on one arbitrator, the matter in dispute
shall be referred to a panel of three arbitrators, one of which shall be appointed by PUC, orie
appointed by SERVCO, and the " * 1 appointed by the two arbitrators selected by the two
Parties. The arbitrator or arbitrators shall receive such oral and written evidence as may be
required to investigate the matter in dispute and to render a decision. The arbitrator shall be
guided by this agreement and the intent of this agreement. The decision of the arbitrator or
arbitrators shall be provided in writing to all of the Parties no later than 30 days afier the sole
arbitrator or the third arbitrator has been appointed. The decision of the arbitrator or arbitrators
shall be final and binding on all of the Parties.

Section 11.03: Assignment

Neither Party shall, without the Approval of the other Party hereto, which may be arbitrarily
withheld in the sole discretion of either of thern, assign or transfer its interest in this Agreement.
This Agreement shall be binding on the Parties and their respective successors and permitted
assigns. Any purported assignment in contravention of this Agreement shall be void.

Section 11.04: Notices

All notices, requests, approvals, consents and other communications required or permitted under
this Agreement shall be in writing and addressed as follows:

(8  Ifto SERVCO,
COLLUS Solutions Corp

Attn: Chair of the Board of Directors
Fax: 705-445-8267

If to PUC,

Collingwood Public Utilities Commission
Attn: Chair of the Commission
Fax: 705-445-0791

and shall be sent by fax and the Party sending such notice shall telephone to confirm receipt. A
copy of any such notice shall also be sent on the date such notice is transmitted by fax '~
registered express mail or courier with the capacity to verify receipt of delivery. Any Party may

change its address or fax ' ser for notification purposes by giving the other Party * of the

new: '’ " ; © 7 Tate upon which it will become effective in accordance with

the t¢ ice s de have been received as of the next
r ion

20



N

CONFIDENTIAL

Section 11.05: Severability

If any provision of this Agreement is held by a court of competent jurisdiction to be
unenforceable or contrary to law, then the remaining provisions of this Agreement, or the
application of such provisions to persons or circumstances other than those as to which it is
invalid or unenforceable shall not be affected thereby, and each such provision of this Agreement
shall be valid and enforceable to the extent granted by law. If any clause is deemed
unenforceable or contrary to law, the parties shall alter the said clause and this agreement to
produce enforceability or compliance with law such that the intent of the original clause is

maintained and such change or alteration may bé established through the dispuite resolution
clause in this agreemment.

Section 11.06: Waiver

No delay or omission by a Party to exercise any right or power it has under this Agreement or to
object to the failure of any covenant of any other Party to be performed in a timely and complete
manher, shall impair any such rlght or power or be construed as a waiver of any succeedmg
breach or any other covenant. All waivers must be in writing and signed by the Party waiving its
rights.

Section 11.07: Entirg Agreement

This Agreement constitutes the entire Agreement among the Parties with respect to the Services
or Management Services, and there are no other representations, understandings or agreéments,
either oral or written, between the Parties other than as herein set forth.

Section 11.08: Amendments

No amendment to, or change, waiver or discharge of, any provision of this Agreement shall be
valid unless in writing and signed by authorized representatives of each Party.

Section 11.09: Governing Law

This Agreement shall be governed by the laws of the Province of Ontario and the laws of Canada

pplicable therein  cluding t! go mingcc cts laws. T eby:_ e
that the courts of the Province of Ontario shall have exclusive _]llﬂSdlCthIl over disputes under
this Agreement, and the Parties agree that jurisdiction and venue in such courts is appropriate
and irrevocably: mtot ju  tiom of such courts.
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Section 11.10: Survival

The terms of Section 7, Section 9 and Section 11 shall survive the expiration of this Agreement
or termination of this Agreement for any reason.

Section 11.11;: Third Party Beneficiaries

Each Party intends that this Agreement shall not benefit or create any right or cause of action in
or on behalf of any person or entity other than the Parties.

Section 11.12: Covenant of Further Assurances

The Parties agree that, subsequent to the execution and delivery of this Agreement and without
any additional consideration, the Parties shall execute and deliver or cause to be executed and
deliveted any further legal instriuments and petform any acts which are or may become necessary

to effectuate the purposes of this Agreement and to complete the transactions contemplated -

hereunder.
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COLLINGWOOD PUBLIC UTILITIES COMMISISON

Per:

COLLUS SOLUTIONS CORP

Per:

Namg/ Mr. Dunéan Hawkins '
Title: Chair of the Commission

Date J(,\_UL i 200X

it 4/7%, ofs
Nafyé: Mr. Ja artley </

Title: Chair of the Board of Directots

Date ’ITL,M, L 20 %
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fream j

YOUR CURRENT CONNECTION

July 31, 2012

The Corporation of the Town of Collingwood
Collingwood Utility Services Corp.

Collus Power Corp.

Collus Solutions Corp.

Collus Energy Corp.

P.O. Box 189

43 Stewart Road

Collingwood, ON

L9Y 3Z5

Re:  Shared services agreements

Pursuant to the terms of a share purchase agreement dated as of March 6, 2012 between
PowerStream Inc. (the “Purchaser”), The Corporation of the Town of Collingwood (the
“Yendor”), Collingwood Utility Services Corp. (the “Corporation”), Collus Power
Corp. (“Collus”), Collus Solutions Corp. (“Solutions”) and Collus Energy Corp.
(“Energy”) (the “Purchase Agreement”), the Vendor has agreed to sell, and the
Purchaser has agreed to purchase, 50% of the Vendor’s interest in the Corporation.
Capitalized terms used and not otherwise defined herein have the meaning given to them
in the Purchase Agreement.

Section 4.3(5) of the Purchase Agreement requires the Parties to have reviewed and
amended or confirmed the Service Agreements as provided for in Section 6.3(8) of the
Purchase Agreement as a condition to Closing. The Service Agreements provide for the
provision of services to the Vendor and its subsidiaries or alternatively for the purchase
of services from the Vendor, and include the following agreements:

1. Computer rental agreement between Solutions and Collingwood Public Utilities
Commission (“CPUC”) dated December 3, 2003, as amended from time to time;

2. Services agreement between Solutions and CPUC dated January 1, 2003, as
amended by an amending agreement dated November 4, 2004;

3. Services Agreement between Collus and Solutions dated December 18, 2002, as
amended by an amending agreement dated December 17, 2003;

4. Street light 1 agreer nt between Coll and Hlutions dated Janu 7 1, 2003;
and

5. Street © 7 t between Solutions and the Vendor dated January 1,
2003.

PowerStream Inc.
-..Jyview Boulevard, Vaughan, ON L4H 0AQ Tel: 90¢  7-6900 Fax: 905-532 )5 www.powerstream.ca
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YOUR CURRENT CONNECTION
in respect of the cost of services payable pursuant to a Service Agreement and shall cause
the SA Parties to comply with such requirements accordingly.

Yours truly,

POWERSTREAM INC.

Dennis Nolan

Executive Vice-President,
Corporate Services and Secretary

ACCEPTED AND AGREED this day of , 2012,

THE CORPORATION OF THE TOWN OF COLLINGWOOD

Per:

Name: Sandra Cooper
Title: Mayor

Per:

Name: Sara Almas
Title: Clerk

COLLINGWOOD UTILITY SERVICES CORP.

Per:
Name:
..fles
Per: o

Name:

PowerStream Inc.
161 Cityview Boulevard, Vaughan, ON L4H 0A9 Tel: 905-417-6900 Fax: 905-532-4505 www.powerstream.ca
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YOUR CURRENT CONNECTION
in respect of the cost of services payable pursuant to a Service Agreement and shall cause
the SA Parties to comply with such requirements accordingly.

Yours truly,

POWERSTREAM INC.

Dennis Nolan

Executive Vice-President,
Corporate Services and Secretary

ACCEPTED AND AGREED this day of : , 2012,

THE CORPORATION OF THE TOWN OF COLLINGWOOD

Per: %\A ' %l‘((l‘ﬂ(ﬁ/
" Name: Sandfa Codper
Title: Mayor

Per: m

Name: Sara Almas
Title: Clerk

COLLINGWOOD ‘-TILIT\7 ERi’}TES CORP.

Per:
Name:
Title:
Per:
Name:
tle:

PowerStream Inc.
161 Cityview Boulevard, Vaughan, ON L4H 0A9 Tel: 905-417-6900 Fax; 905-532- 5 www.
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Per: - ~
Name:B=d w iy Housa NYon
Title: PRES 7 CE0

Per:
Name:
Title:

COLLUS UTIONS /&
Per: 3

Name: £clwin Hovuy Nton
Title: YRES T CEO

Per:

Name:
Title:

COLLI{%Z Coﬂ&
Per: ‘

Name: € ' wiry Houa N
Title: PRreg » ¢

Per:

Name:
Title:

PowerSfream Inc.
161 Cityview Boulevard, Vaughan, ON L4H DAS Tel: 905-417-6900 Fax; 905-532-4505 www.powerstream.ca
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staff and with reps from PowerStream and Solutions...and an opportunity exists to negotiate an exit strategy
from the SSA that might be agreeable to all parties concerned. As these discussions occur it would be prudent
for the Town not to be seen as having a final position as to whether the July 31, 2012 letter constitutes a
binding agreement. Rather, at most that issue should be said to be under active review and consideration by
the Town's lawyers.

Possible outcomes to be explored during those discussions include:
i) terminating the SSA as of December 1, 2015;

ii) renegotiating the actual services to be provided by Solutions under the SSA [and related Town costs
for same] for any agreed-upon period of time between now and December 31, 2017;

iii) maintaining the status quo.

Which outcome to be pursued will be based upon those discussions and weighing all of the advice the Town
has or will be receiving in the coming days from its consultants and legal counsel.

Recognize that there are discrete buy-sell provisions in the shareholders’ agreement between the parties that
would allow either PowerStream or the Town to put the other party to their election to either buy or sell their
shares to the other at a fixed price. These provisions are now in effect to my knowledge [as the contractual
“standstill” period has expired]. It is speculative as to whether the Town’s final position on whether to terminate
the SSA might prompt PowerStream to initiate the buy-sell process. The “threat” of such provisions being
invoked is now a constant concern going forward and will loom over any future discussions the Town and
PowerStream may have on any matter.

A matter that [ find troubling is that the Town has had a Purchasing By-law No. 2006-42 throughout this period
and that:

i) between the adoption of this by-law in 2006 and the PowerStream deal in 2012, the Town has been
annually paying Solutions for services without adhering to the tender and procurement provisions of said By-
law;

ii) it appears that no consideration was given to Purchasing By-law No. 2006-42 and its requirements
when the various PowerStream agreements were entered into; and

iii) it appears that no consideration was given to Purchasing By-law No. 2006-42 and its requirements
when the Mayor and Clerk signed the Town’s acceptance and agreement to the July 31, 2012 PowerStream
letter. '

Any consideration of what course of action the Town will now pursue respecting the 3A should be taken, in
part, in full consideration of and compliance with Purchasing By-law No. 2006-42.

| hope this assists.

Regards,
L.

T 6.865.7778
F 416.863.1515
E llongo@airdberlis.com
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Brookfield Place « 181 Bay Street
Suite 1800  Box 754

Toronto ON » M5J 2T9 « Canada
www.airdberlis.com

AwRD & BERLIS ue

This message may contain confidential and/or privileged information and is intended only for the individual
named. If you are not the named addressee you should not disseminate, distribute or copy this email. Please
notify the sender immediately by email if you have received this emait by mistake and delete this email from
your system. Aird & Berlis LLP may monitor, retain and/or review emait. Email transmission cannot be
guaranteed to be secure or error-free as information could be intercepted, corrupted, lost, destroyed, arrive
late or incomplete, or contain viruses. Neither Aird & Berlis LLP nor the sender, therefore, accepts liability for
any errors or omissions in the contents of this message, which arise as a resuit of email transmission.

Any advice contained in this communication, including any attachments, which may be interpreted as US tax
advice is not intended or written to be used, and cannot be used, for the purpose of (i) avoiding penalties
under the Internal Revenue Code; or (i) promoting, marketing or recommending to another party any
transaction or matter addressed in this communication.

ﬁPlease consider the environment before printing this email.
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MEMORANDUM
Privileged and Confidential

TO: The Town of Collingwood (the “Town”) ( g‘ﬂ“ 0(“ )*

FROM:  Aird & Berlis LLP (“A&B”)

DATE: March 26, 2015

RE: Services Agreement hetween Collingwood Publis
Collus Solutions Corp. (“Collus”) dated Jan
Agreement dated November 4, 2004 (the “S
Potential Termination

Jtilities Commission (“CPU”) and
2003, as amended by an Amending
Ayreement”): Considerations re

L Introduction

December 22, 2014 and updated Februat
lnc prepared at the direction of the To

the agreement provided value-for-money to t
the auditors of CPU that the Services Agreenigh

with respect to%H

You ave il

any issues in i i Bhs contained in the Review with res; ~~ the termination of tt
€ ces Agreement. w

In particular, we ha' |

(a) Services Agreement ded as part of the PowerStream sha ase
n?
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The July 31 Lettef‘};gggfgslifo have amended the Services Agreement such that the term
of the Services Agreement shall end on December 31, 2017, and the Services
Agreement shall continue in force unless the parties to the Services Agreement mutually
agree in writing to extend or terminate the Services Agreement.

(c) What are the implications if CPU or the Town were to terminate the Services
Agreement?

If CPU were to improperly terminate the Services Agreement, and thereby default in the
payment of any amount due to Collus under the Services Agreement or fail in any
material respect to perform or observe any of its other material obligations, then
provided such defaults were not properly remedied:

(i) all amounts payable by CPU under the Services Agreement would become
immediately due; and

(i) CPU would receive no additional compensation from Collus while Collus and
CPU came together to establish a reasonable remedy consistent with the intent
of the Services Agreement.

The annual base cost payable by CPU under the Services Agreement (s. 5.01) is
$670,000, subject to annual adjustment or, failing agreement on such adjustment, a
3.5% per annum increase. Using that number, CPU’s exposure upon termination could
be in the range of $1,700,000 or so. This is based on a new five year term that
commenced on January 1, 2013 of which approximately 2.5 years remain. Note,
however, that the payment calculation would likely be based on the terms-6f the\July 31
Letter. That letter provides for a cost-based approach plus a return 6n equ:ty Thus,
CPU’s exposure may differ foliowing a calculation with those figures. -~

—r

77

i, Services Aqreement

A. Term of the Services Agreement
The term of the Services Agreement is set out in Section 2.01 of the Services Agreement:

Unless terminated in accordance with Section 10.01 of this Agreement, the term of this
Agreement shall be from the Effective Date to and including January 1, 2004 and the
term shall be automatically extended for a further period of one (1) year unless her
Party gives notice in writing that the Agreement is not to be extended on the date which
is six (6) months prior to the end of the term, or the end of renewal as the case may be.
[Emphasis Added]

Page 3 of the Review notes that “according to the CPU auditor the Agreement ended January 1, 2005".
This interpretation may be correct in terms of the strict wording of the € nent, ich
appears to contemplate only a one year extension in the absence of a termination notice. (However,
the reference  six months prior to the 1d of the val ly has meaning in the context ofa  1ewal
beyond such one year extension.)

t imer » be in ree ...owing
January 1, 2005. Monthly payments itinued to be made and, at t the Purchase
Agreement was entered into, the assumption certainly appearec it was in force

since it was specifically contemplated in the Purchase Agreement that the Services Agreement be
amended.
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Further, a letter dated March 1, 2012 from the Town and Collus to PowerStream sets out a non-binding
statement of intention that the Town of Collingwood will continue to purchase the services as described
in the Services Agreement and that amendments to the Services Agreement contemplated by the
Purchase Agreement will be made such that the Services Agreement is in compliance with the Affiliate
Relationships Code of the Ontario Energy Board.

B. Consequences of Improper Termination
Iif CPU were to improperly default in the payment of any amount due to Collus under the Services

Agreement or were to fail in any material respect to perform or observe any of its other material
obligations, then provided such defaults were not properly remedied:

()] Collus would be entitled, pursuant to Section 9.01 of the Services Agreement, to
terminate the Services Agreement;

(ii) all amounts payable by CPU under the Services Agreement would become immediately
due;

(jii) any dispute between CPU and Collus would be settled by final and binding arbitration;
and

(iv) CPU would receive no additional compensation from Collus while Collus and CPU came
together to establish a reasonable remedy consistent with the intent of the Services
Agreement,

The annual base cost payable by CPU under the Services Agreement (s. 5.01) is $670,000, subject to
annual adjustment or, failing agreement on such adjustment, a 3.5% per annum increase. Using that
number, CPU’s exposure upon termination could be in the range of $1,700,000 or so. This is based on
a new five year term that commenced on January 1, 2013 of which approximately 2.5 years remain.
Note, however, that the payment calculation would likely be"based on the terms of the July 31 Letter.
That letter provides for a cost-based approach plus a-feturn on equity~” Thus, PUC's exposure may
differ following a calculation with those figures.

IV. Purchase Agreement

The Purchase Agreement, which was entered into on March 6, 2012, contemplates the amendment of
the Services Agreement.

Section 4.3 of the Purchase Agreement states:

The obligations of each of the Parties to complete the Trar  :tion shall be subject to
fulfilment of all of the following conditions on or before tI  Closing Date:

[.]

(8) the Parties will have rev ved and amende or confirmed the & " :
Agreements, as provided for in Section 6.3(8).

Section 6.3 (8) of tt  Services /

) During the Interim Period, the Vendor, the Purc’ ser and the
© _.ee to amend the _crvice Agreements in r , :ct of ongoing
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Letter itself acknowledges that “there is considerable work involved in assessing the appropriate costs
and conditions for the provision of services as set out in the Services Agreements”.

On balance, we are not comfortable saying that the Town would have a winning argument before an
arbitrator or court. If PowerStream's arguments were to be accepted by the Town or prevail in a

dispute resolution proceeding, CPU would not have the right to terminate the Services Agreement on
six-months’ notice.

22177153.2
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1 Background

On January 1, 2004 with the changes in the Municipal Act, the water utility commission became a municipal
services board. The municipal services board known as the Collingwood Public Utilities Services Board (CPUSB)
was given a new mandate by the Town of Collingwood in 2012 through By-Law 2012-096 with responsibility for
operating and maintaining the Town’s wastewater systems in addition to the water systems. The
representation, mandate and limitations of the CPUSB were defined in By-Law 2012-096 and further updated in
By-Law 2015-006.

In 2012, 50% of the hydro shares were sold to PowerStream to form the new entity Collus PowerStream as well
as its subsidiaries including Collus PowerStream Solutions (Collus Solutions), established under the Business
Corporations Act. Collus PowerStream Solutions and the CPUSB share a number of services.

The purpose of this review was to assess the current water and wastewater operations as part of the overall
operational review of the Town’s operations and make recommendations for improvement. This report
identifies the key issues and recommendations respecting water and wastewater. It does not address
implementation and the respective issues that would need to be resolved as part of the implementation
process.

1.1 Municipal Act — Delegation Limitations

In a report entitled “Good Governance in Restructuring Water Supply: A Handbook,” Commissioned by the
Federation of Canadian Municipalities, “Improving governance can lead to more efficient and cost-effective
service provision,service levels more attuned to users’ preferences, and increased responsiveness to changing
conditions and public needs.” Some of the advantages identified by a utility that is owned and operated by a
municipal government include:

e (lear and direct accountability exists through municipal council;
¢ Results in coordination with other municipal activities {e.g. road repair) and policies; and
e C(Creates opportunities for economies of scale.

In the past Municipalities established separate utilities to deliver water and wastewater to facilitate the transfer
of assets a ~ a “business” approach to service delivery. The utilities were financially stand alone entities.
Revenues are from user fees rather than taxes and reserves were dedicated. Full cost recovery over asset

cle 2asie a municipal b 'd approach. Changes to the Municipal Act broaden the
powers of municipalities to directly assess “utility” charges to users and have service agreements and financial
arrangements  th other municipalities and private sector ¢ nizations. Many municipali  found that public
accountability was weakened and now the directly managed municipal utility is the most widespread business

2 ‘A Infrastructure International Inc.
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model for water and wastewater services in Canada. The benefits of separate utilities and municipal service
boards for water and wastewater service deliver are generally no longer as significant as in the past.

It is important to understand and note the limitations of the Town’s delegation of water and wastewater to the
CPUSB. Under Municipal Act, Section 23.4 the Town continues to be ultimately responsible for financing capital
and operating costs and dealing with property matters as if it has direct control. The existing watermain
easement is an example of a property matter that should remain the Town’s responsibility. The following is the
excerpt from the Municipal Act:

Effect of delegation to municipal service boards

23.4 (1) When a municipality has delegated a power or duty to a municipal service board, the municipality may
provide that any existing by-law or resolution of the municipality that relates to the delegated power or duty is, to the extent
it applies in any part of the municipality, deemed to be a by-law or resolution of the municipal service board. 2006, c. 32,
Sched. A, s. 15.

Limitation
(2) If a municipal service or activity is under the control and management of a municipal service board, nothing in
this Act or a by-law made under this Act,

(a) authorizes the municlpal service board to provide for the financing of the municipal service or activity otherwise
than by fees and charges under Part Xl (Fees and Charges) unless the municipal service board has the consent
of the municipality to do so;

(b) removes from the municipality its power to finance the capital and operating costs of providing the service or
activity as if the municipality had control and management of the servi  Jr activity; or

(c) removes from the municipality its power to deal with real and personal property in connection with the service
or activity as if the municipality had control and management of the service or activity. 2006, ¢. 32, Sched. A,
s, 15,

1.2 Standard Duty of Care

The Safe Drinking Water Act, 2002, (SWDA)Section 19 requires that individuals with decision-making power over
a water system exercise a level of care, diligence and skill and that they do so competently, with honesty and
integrity. The responsibility for meeting the standard duty of care extends to members of Council and senior staff
at the Town (as tt - ™ ner) and the CPUSB and staff (as the Operator). It is also important to note that under
SWDA Section 14 members of ~ ncil and Town staff (as the O\ :r)aren ‘elieved of this responsibility even if
the operations are delegated to a third party. Excerpts of the SWDA Sections 19 and 14 are presented helow for
further detail.

SDWA Section 19 - Standard of care, municipal drinking water system

19. (1) Each of the persons listed in subsection (2) shall,

(a) exercise the level of care, diligence and skill in respect of a municipal drinking water system that a reasonably
pr 7 11 e expected to exercise in a similar situation; and

(b) act honestly, competently and with integrity, with a view to ensuring the protection and safety of the users of the
municipal drinking water system. 2002, ¢, ,s. 19 (1).

Same

3 DFA Infrastructure International Inc.
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(2) The following are the persons listed for the purposes of subsection (1):
1, The owner of the municipal drinking water system.

2. If the municipal drinking water system is owned by a corporation other than a municipality, every officer and
director of the corporation.

3. If the system is owned by a municipality, every person who, on behalf of the municipality, oversees the accredited
operating authority of the system or exercises decision-making authority over the system. 2002, c. 32, s. 19 (2).

Offence

(3) Every person under a duty described in subsection (1) who fails to carry out that duty is guilty of an offence.
2002, ¢. 32, 5. 19 (3).

Same

(4) A person may be convicted of an offence under this section in respect of a municipal drinking water system
whether or not the owner of the system is prosecuted or convicted. 2002, c. 32, s. 19 (4).

Reliance on experts

(5) A person shall not be considered to have failed to carry out a duty described in subsection (1) in any circumstance
in which the person relies in good faith on a report of an engineer, lawyer, accountant or other person whose professional
qualifications lend credibility to the report. 2002, c. 32, s. 19 (5).

SDWA Section 14 (2)- Delegation of Duty

(2) If an owner of a drinking water system enters into an agreement with an accredijted operating authority, the
owner may, in the agreement, delegate a duty imposed on the owner under this Act to the accredited operating authority.
2002, ¢. 32, 5. 14 (2).

Exception

(3) A delegation referred to in subsection (2} shall not relieve the owner of the drinking water system from the duty
to comply with section 19 or the duty,

(a) to ensure that the accredited operating authority carries out its duties under this Act and the agreement in a
competent and diligent manner while it is in charge of the system; and

(b) upon discovery that the accredited operating authority is failing to act in accordance with clause (a), to take all
reasonable steps to ensure that the operation of the system complies with the requirements under this Act. 2002, c. 32,
s. 14 (3).

1.3 CPUSB Organization Chart

The 2013 CPUSB orgal ionche nc  1g staff levels is shown below. The Board membership has since been
updated to reflect the recent changes made by Council in 2015. However, the executive management remains
as wn headed by the Chief Operating Officer (COO) who reports to the Collingwood Public Utilities Board.

4 UFA infrastructure International Inc.
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Minnesota Street Pumping Station and the Black Ash Pumping Station. There are also sewer pipe

replacements projected within the period.

The 2014 Water and Wastewater Rate Study is based on these projected water and wastewater costs.

2.1 Key Infrastructure Issues

There are a few infrastructure issues to be addressed as follows:

Membrane filters are approximately 17 year old. These usually have a 10-year life expectancy which
would make them overdue for replacement. There is no redundancy so filters operate 24/7 and
production is reduced when the filters are off line for repairs. This is a potential risk to the water
operations;

There is currently no storage at the plant so supply is fully reliant on the system reservoirs and tank for
storage. This may be a potential risk to the supply depending on the supply period that can be covered
by the existing storage facilities;

Although there are no major issues with main breaks and water quality, cast iron mains tend to be a
problem in other jurisdictions. They also account for almost all of the watermain breaks in the
Collingwood water distribution system. The AMP assigned a life expectancy of 100 years for cast iron
mains. Typically older cast iron water mains {50 or more years old) tend to break more easily and cause
water quality issues due to brown water resulting from internal build up of sediment. This is a potential
liability that should be further investigated to confirm the risk and future financial liability; and

There is some degree of coordination between the CPUSB and the Public Works Department on capital
projects. The timing of most of the watermain replacements are driven by the timing of the road related
projects. Consideration should be given to improved coordination to allow watermain replacement
projects to drive the timing where appropriate and for asset management planning purposes including
development application reviews, A planned 10-year capital program should be prepared. It should also
be noted that the CPUSB’s financial contribution on capital projects is limited to the actual cost of the
watermain construction. It does not include the cost of design, required agency approvals, project
management, contract administration and contractor overhead on the project (e.g. bonds, insurances,
surveys, etc.). sed on this e road projects that are tax s are subsidizing the watermain
projects (rate supported) to some extent. This also impacts the service agreements with The Je
Mountains and New Tecumseth.

10 DFA Infrastructure International Inc.
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3 Staff Resources

The current water and wastewater staffing levels are indicated in the following sections. The main positives
include:

® Qvertime seems to be within reasonable levels based on conversations with various staff and is incurred
mostly to address emergency situations. Staff is also willing to respond after hours;

® Good working relationship among the operators and good coverage for one another;

®  Good mix of qualifications to do both operations and most maintenance in house. Only major repairs
and maintenance is outsourced; and

® MOE considers the Sewage Pumping Station (SPS) to be in the collection system so all treatment
operators have collection system licences since they are responsible for the stations.

WTP staff includes four (4) operators (including the Overall Responsible Operator — ORO for treatment) plus one
(1) contract operator for CFB Meaford WTP. They also go to Devil's Glen 3 times per week. One of the operators
is also qualified in the SCADA system. Water Distribution Staff includes five (5) operators {including the
distribution system ORO). No distribution system operations are required in non-CPUSB systems.

Wastewater Treatment Plant (WWTP) staff includes eight (8} operators (including the ORO/ Supervisor). All
operators perform most maintenance work except for the standby generator maintenance (contracted out).
They operate the Collingwood WWTP and seven {7} SPS plus two {2) WWTPs in Clearview and sometimes CFB
Meaford WWTP as coverage for the contracted operator. Wastewater collection system activities such as
system flushing and sewer main and lateral repairs and maintenance are performed by the Town’s Public Works
Department staff as part of their regular duties.

3.1 Key Staffing Issues

The following are the main issues identified related to staffing:

e  WTP staff is stretched during periods when operators are away on vacation and coverage is required for
other facilities. There are a few employees with higher vacation entitlements due to service;

e Waterc ibution staff is also stretched when operators are away on vacation. Also si; fica gro
over the years means more to be done e.g. approximately 1600 Hydrants are now maintained compared
to approximately 800 a decade ago. Staff indicate that an additional FTE would be sufficient to manage
the workload;

o T} is & ¢ _ dealing with all the locate requests and meter related issues. In 2013 there were
approximately 1,916 v locates requests and 1,892+ ew: |
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¢ Although it appears that water loss (and non-revenue water) appears to be relatively low, this review
did not investigate in detail any potential risk to revenues of malfunctioning water meters. It is
understood from staff discussions that there is a planned program for water meter replacement in 2015;

e Difficulty keeping up with valve turning and dead-end flushing. There is the possibility of not meeting
DWQMS requirements ;

e QOperatorsinallar  are approaching retirement which will result in loss of knowledge and resources if
not replaced in a timely fashion with suitable training. The Wastewater Service Manager’s retirement
was delayed to March 2015 to allow sufficient time for a replacement to be appointed. This has since
been completed. One other operator is also due to retire in May 2015; and

e There appears to be a “separation” between the Wastewater Treatment Plant Operators and the CPUSB
as the Wastewater Treatment Plant Operators believe that they are accountable to the Town (being
their employer). However, this does not affect their responsibility to ensure proper facility operations.

4 Innovation

The CPUSB has been innovative over the years being one of the first in Ontario to implement microfiltration
treatment and iSO certification for its water system and has been recognized for its services. The wastewater
treatment system operated by the Town also received recognition by the “Great Lakes Sewage Report Card” in
2013 for plant performance. Services have also been provided to other jurisdictions at a fee thereby increasing
annual revenue. Co-generation at the WWTP and biosolids conversion to fertilizer, are expected to be initiated
in 2015 as well as extending its I1SO certification to include wastewater. The Co-Gen is expected to result in
approximately $19,000 per year in net revenues.

5 Regulatory Compliance

The water system operations are in compliance with the Drinking Water Quality Management System (DWQMS)
and ISO 14001:2004 which was implemented prior to the DWQMS becoming law. The existing quality manage
system (QMS) is a combination of the DQWMS and ! 001 into a single QMS which addresses the
requirements of each individual system. There have also been no adverse water samples (SWDA O.Reg. 170/03).
Wastewater operations have also met all the Certificate of Approval requirements for collection and treatment.

5.1 Compliance Issues

e SO certification for the water is becoming increasingly difficult to manage as the water footprint on the
environmentis latively v zome increasingly difficult to set and achieve each year;

12 DFA Infrastructure International Inc.
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® |SO certification is also discretionary whereas DWQMS is mandatory. Satisfying both sets of
requirements is not necessarily required i.e. there is over compliance resulting in additional staff time
that could be utilized for other more critical functions;

e The CPUSB plans to establish a QMS for wastewater but this would be discretionary as there is no
regulatory requirement for a wastewater QMS. However, some municipalities are considering
developing systems that tend to mirror the DWQMS but limited in scope as a best practise. Staff has
indicated that the Wastewater Operations Plan (similar to the DWQMS/ ISO Water System Plan) is
approximately 75% complete and can mirror the Water Operations Plan. This would facilitate easier
implementation of the wastewater QMS. Further work on the wastewater QMS is required;

® Preventative maintenance tends to be a challenge in meeting the DWQMS requirements;

® There appears to be a disconnect between Top Management (i.e. senior management at the CPUSB)
and the DWQMS requirements especially in terms of scheduling timely meetings; and

¢ The CPUSB staff indicated plans to have a second compliance officer dedicated to Wastewater.
Discussions with the CPUSB compliance staff suggest that there is sufficient overlap between the two (2)
functions and enough staff capacity that consideration should instead be given to extending this
responsibility to the existing Water Compliance Officer. Having a single compliance officer for both
water and wastewater would optimize resources and reduce potential additional costs of a dedicated
Wastewater Compliance Officer. This is consistent with mo wer jurisdictions.

6 Human Resources (HR) Management

HR services at the CPUSB are provided by Collus Solutions which is 100% owned by Collingwood Power under
the Affiliate Relationships Code section 2.2.1. The HR Manager is employed by Collus Solutions and serves on the
CPUSB Executive Management Team. This is the sole HR position that performs all HR work for both the CPUSB
and Collus Utilities (Hydro). The HR Manager also functions as the Secretary to the CF "™~ and as the Executive
Assistant to the CEO of Collus Hydro.

The unionized water and hydro employees operate under a single IBEW collective agreement. The current
agreement is for the period September 1, 2013 to August 31, 2017. Usually there is one (1) water representative
and one (1) hydrc € /€  the negotiations. Health and safety activities include typical requirements
for the workplace including joint committees ¢  The system seems to be working well from an operations
perspective as there are no grievances and no healtl 1d safety concerns. However, the wastewater treatment
staff follow both the Town’s and the CPSUB's health and safety requirements resulting in some duplication of
effort.
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6.1 Human Resources Management Issues

The following are the key issues to be considered:

The HR Manager works for both the CPUSB and Collus PowerStream Solutions and also functions as the
Executive Assistant to the CEQ of Collus Hydro. This arrangement does not facilitate accountability and
transparency from the CPUSB perspective and should be resolved;

By-Law 2012-096 gave the CPUSB confrol of Wastewater services but was not explicit on the transfer of
the wastewater employees from the Town to the CPUSB. Therefore Wastewater Treatment Employees
are serving two masters - the Town for HR related matters and the CPUSB for WWTP Operations. Having
water and wastewater staff in the same organization will create synergies and be beneficial in
facilitating cross training, better coverage and succession planning;

The implications of the wastewater employees becoming unionized.

Consideration should be given to the fact that wastewater treatment staff is not interested in becoming
unionized as indicated during the staff interviews. Whether or not becoming an IBEW member is
mandatory or discretionary should be confirmed. The implications, if any, of not joining the IBEW
should be made clear e.g. limited work opportunities in the future etc. A review of the IBEW agreement
should be undertaken to identify and address all implications to staff;

The transfer of wastewater collection system functions from the Public Works Department to the CPUSB
as noted in By-Law 2012-96 would not result in any Public Works staff reduction because wastewater is
only part of their regular duties. Therefore the CPUSB would require additional staff to for wastewater
collection or enter into an agreement with the Town for wastewater collect’ | services. The salary
equivalent is estimated to be approximately $99,000 based on 2015 budget;

The wastewater treatment operators follow the health and safety requirements of both the Town and
CPUSB and attend both sets of H&S meetings. This results in duplication of effort and efficiencies; and

Although there has been a recent hire of a Water Manager {i.e. at the management level), consideration
should be given to succession planning at the operator level to ensure that sufficient resources are
available in the future. This may include cross training between water and wastewater staff and
obtaining the respective accreditation and appropriate operator licences.

——— T ——
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7 CPUSB Finance & Administration

The administration includes the COO, the Executive Assistant to the COO and a Customer Services
Representative. The COO has overall responsibility for the administration and operations of the CPUSB and
reports to the Board and annually to Council regarding the business plan. The Chief Financial Officer (CFO) is
employed by Collus Solutions and is responsible for all finance related matters for the CPUSB. A total of 17
shared staff at Collus Solutions which amounts to approximately 6.2 Full Time Equivalents (FTEs) is allocated to
the CPUSB. These include finance, human resources, IT, SCADA and some engineering staff. The CFO is also
responsibie for financial services at Collus Hydro.

Responsibility for the annual budgets for water and wastewater services is currently a shared responsibility
between the CPUSB and the Town although By-Law 2012-96 transferred operating responsibility for both water
and wastewater to the CPUSB. The water budget is outside of the Town’s control as it is prepared and managed
by the CPUSB. The Town directly prepares and manages the wastewater budget as all staff are directly
employees of the Town. The budget processes are as follows:

e \Water treatment and water distribution budgets are prepared under the direction of the CFO and are
presented to the CPUSB Board for approval. Once a year, the COO presents the CPUSB’s Business Plan to
Council ;

® \Wastewater treatment budgets are prepared by the Wastewater Services Manager, submitted to the
Town’s Director of Finance and included as part of the Town’s budget process for approval by Council;
and

e The wastewater collection budgets are part of the Public Works Department budgets prepared by the
Public Works staff and included with the departmental budget as part of the Town’s annual budget
process for approval by Council.

All external debt or loans require the approval of Council and are established as Town debt with the amounts for
repayment to be funded from CPUSB revenues. There is also a loan from the Town’s Wastewater Reserve to the
CPUSB. The principal outstanding as of January 2015 is $5,739,959. Annual repayment by the CPUSB to the Town
is approximately $349,500.

The CPUSB operation has been in a deficit (including consideration of amortization and interest expenses)
position over the past several years and its latest pro forma financial statements indicate annual surpluses in the
fut (i ,300in 115 $577,900 by 2017). This is due mainly to the recent update to the
water and wastewater rates which e expected to generate higher revenues and a projected inc e in
revenue for recovery of was  vater system administration costs (increasing from $184,800 in 2014 to $597,000
by 7). ording to the Operating Budget Forecast in the 2014 * & Wastewater Rate Study, the
administrat’ sttc  astewater is expected to rise to 675,000 by 2022.
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¢ The Wastewater System Operating Forecast includes the amount as wastewater expenditure thereby
increasing the revenues required from the wastewater rate.

Under the existing billing process, the CPUSB issues the water and wastewater bills but all wastewater revenues
are transferred to the Town. Therefore the wastewater administration charge would require a payment from
the Town to the CPUSB

The pro forma Statement of Operations which presents the projected revenues and expenses for the period
2015 to 2017 is shown as Table 7-2. Table 7-3 shows a breakdown of the annual expenses based on the 2014
budget. This reflects the income statement so it includes amortization expenses and does not include repayment
on the loan/debt principal.
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Table 7-2: Statement of Operations

Colingwood Puble Utilities Service Boand

STATEMENT OF OPERATIONS
December 2047 Decernber 2018 _Diecomber 2015 Derernber 2044 December 20413
PROFORMA, PROFGRIA BUDGET BUDGET ACTUAL
Revonue
Salo of water
Residential 3,645,340 3473472 3,293,456 3,165,807 2987 608
Commercial 064,748 841218 531,985 895,863 £74,013
NewTecumseth 1,177,075 1118262 1,058,344 1,003,185 1,032 582
TownofBlue Mountain 27845 231,775 226352 220,460 515,785
Process 145,952 143,368 141,970 136,466 144,730
8,171,728 5,206,093 5,855,151 5,421,781 5,554 698
Other ravenua
Hydrant maintenance 148,800 148800 148,800 148,30 148 225
interest income 6,000 6,000 6,000 6,000 25,002
Watermeters 54,000 54,000 54,000 54,000 47,104
Operations management fee - CFB Meaford 211,900 208,700 201,700 196500 200,100
Operations managament fee - Devils Glen 106,000 103,400 100,960 28400 56,296
Lease revenue (Collus)- Stevart Ruad Builkdin 216,000 216000 216,000 216,000 218,000
Lease revenue (Collus)- Computers ﬂ 21782 21792 21792 21,792, 21,792
Waste Water AdminFee 597,000 582,400 378,787 184,779
WaterG annection Charges 47,383 48228 45,100 44,000 68,097
Southend Servicing SpedalGharges 59,428 89,428 39,428 59,428 89428
fliscelaneous revenue 27917 27213 26,600 25960 32,095
1,526,221 1,502,020 1,289,117 1,085,859 944,139
Total Ravenua 7,697,948 7,408,713 5,94%,268 6,507,740 498,837
Expensos
Vater Treatm ent 1,527,428 1,490,174 1,453,828 1,418,368 1,372,337
Water Dishibution 1,400427 1,375,050 1,341,512 1,308792 1,354,988
, Adminigrafion and genemoperations 1,858,521 1,814,167 1,769919 1.7 50 1,805,592
Custrmerbiliing and collection 442 889 432,087 421,548 411,264 369,526
5,239,265 5111478 4 886808 4,865,174 4,902 443
Amortization: 1,752,443 1,752,443 1,709,700 1,668,000 1,570,421
Ifte re st 128,314 136,229 144,442 152,334, 94 803
7,120,022 7,000,148 6,840,950 6685508 6,567 668
NetRevenue (Expense} from Gortiruing Operd 577,928 407,964 703,378 (177, (68,831)
Other
Municipal Special Charges 121,327
Contributed tangible capital assets [\ 0 0 634,500 10,713
] o [ 634,500 132,040
5 2] 703,378 456,732 63,209
Accumlated Sumplus, beginr of year 28,583,664 28,175,720 28,072,402 27,615,679 27552461
Accon 3 of year ¢ 684 2 TR 7948 20 073 ann 7 mawonrn

- L]
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The following are noted:

The CPUSB rents its administration building from the Town for $216,000 annually but sub- leases out the
use to Collus Hydro for an equivalent amount;

The CPUSB also pays a property lease amount to the Town for a property easement required for a
portion of a watermain along the Collingwood to Utopia rail corridor. Although the property
management function related to this corridor was the responsibility of some Town departments in the
past, the COO became the default responsible person due to the waterline easement. However,
responsibility for all property matters should be with the Town as noted in Section 23.4 of the Municipal
Act;

No external debt is incurred by the CPUSB as all debt and front end financing are managed by the Town;

Existing Town financial software has the capacity to handle the additional payroll and accounts payable
if the water accounting is transferred from the CPUSB to the Town;

There is approximately $2million in cash balance that is committed to replacing the water meters in
2015; and

Table 7-2: Statement of Operations indicates a decrease of approximately $295,300 in the annual
revenue from the sale of water to the Town of Blue Mountain, between 2013 and 2014. The review of
third party agreements was not within the scope of this study as previously no |, so the reasons for
this significant reduction in annual revenue should be further investigated and confirmed.

7.1 CPUSB Administration Costs

The administration costs incurred by the CPUSB can be categorized into two (2) types:

Direct administration costs which include CPUSB Board expenses, annual audit fees and salaries and
benefits related to the COO, two (2) Executive Assistants and the Water Services Manager. An estimate
of the direct administration costs is shown in Table 7-4. Note that the cost of operations such as plant
and distribution staff, chem s c. are direct operating costs that are not administrative in nature and
are therefore not included in Table 7-4; and

The of  vices provided by Collus P+ :rStream Solutions. These costs include all costs associated
with administering the CPUSB (other than the direct administration costs noted above) such as billing &
colle  ng, customer service, financial activities (payroll, payables, receivables, information technology,
etc.), human resources activities (recruitment, vacations, health & safety, collective agreement
n tiations and interpretation, etc.).
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10.

11.

13.

14.

‘ 15.

12.

Inflow and infiltration (1&I) to the wastewater system seems to be very high (albeit declining) based on
the wastewater volumes treated compared to the water volumes purchased by customers (and entering
the sewer system};

There are innovative ideas and programs in place or being considered e.g. the co-generation project;

There are significant additional revenues generated from third party contracts. Discussion with staff
indicate that revenues cover the full cost of services but this was not confirmed as a review of those
agreements were outside the scope of this study. The current revenue levels also do not seem to match
the usage. Furthermore a capacity expansion at the WTP may be required sooner than expected due to
the demand from the two (2) municipal customers;

Staff resources are generally sufficient. However there is a need for succession planning to address
impending retirements and a need to address periodic shortfalls in staff capacity during the year;

Coordination between CPSUB and Town staff on development applications reviews and capital projects
has been improving. However there is still room for improvement;

The AMP indicates significant investments in water and wastewater facilities between 2014 and 2022.
The Micro filters are due for replacement and WTP storage is required. However, watermain
replacement is not expected until well beyond 2022. This may be due to the 100-year life expectancy
assigned to watermains which could be an overestimate of the remaining lives for the cast iron mains.
This represents a major potential liability and should be checked and confirmed;

Wastewater Plant operation staff report to two masters — the Town for HR related items and the CPUSB
for operations. This also results in attendance at both sets of health and safety meetings which is
inefficient;

The wastewater treatment staff do not wish to join the IBEW union. The implications of this possibility
should be considered;

There has been no review to address the transfer of wastewater staff i.e. salaries, seniority, length of
service, pension, benefits, etc. These are significant issues that remain outstanding;

The By-Law 2012-096 authorizes the CPUSB to undertake wastewater operations but did not explicitly
address the transfer of staff. Furthermore, the Town continues to be responsible for wastewater system
budgeting and management;

The expenditures related to administration are difficult to understand in terms of input costs and
accountability. However, based on the information provided by Collus Solutions/ CPUSB finance staff the
Collus Solutions administration charge to the CPUSB are based on salaries of Collus Solutions staff
allocated to the CPUSB multiplies by a factor on 1.45. The value of the © or ' th  Collus
Solutions’ net annua tsarezero. A tfrom this there is no basis for determining the fac ;

'
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16.

17.

18.

The amount of the wastewater administration charge by the CPUSB to the Town is unsubstantiated
based on the cost components included in the calculation given that the Town manages the wastewater
system. The annual increase to approximately $577,000 by 2017 also exceeds a reasonable rate of
inflation.

The current arrangement whereby two (2) Collus Solutions positions also function as the CFO and HR
Manager for the CPUSB does not facilitate clear accountability and transparency; and

Notwithstanding the transfer of wastewater to the CPUSB under By-law 2012-096, the overall water and
wastewater remains a mix of responsibilities between the Town and the CPUSB:

- All water treatment and distribution staff are employees of the CPUSB. However, wastewater
treatment staff is employees of the Town but report to the CPUSB’s COO for operational purposes.
The wastewater collection functions are performed by the Town’s Public Works staff i.e. not CPUSB
staff; and )

- Similarly, the responsibility and accountability for the respective budgets are also divided. The Town
directly prepares and manages the wastewater budgets. The water budgets prepared and managed
by the CPUSB and are outside the Town’s control.

The following are the main recommendations for consideration by the Town and CPUSB:

1,

Review the Asset Management Plan to ensure that the long term asset funding needs with respect to
cast iron watermains are addressed;

Review all water supply agreements with third parties (for drinking and raw water) to ensure that the
respective rates and charges are based on full cost recovery and consider additional premiumes. It should
be noted that in other jurisdictions premiums are often charged to the purchasing municipalities over
and above the actual cost of supply. This may be an option to consider in future agreement
negotiations. The reasons for the reduction in annual charges of approximately $295,300 to the Town of
Blue Mountain (as noted in Table 7-2) should be further investigated and confirmed;

It is recognized that the oversight/management function of the Collingwood to Utopia rail corridor has
been responsibility of the COQ. However, it is recommended that all property matters including the rail
tand, maintenance and the future use of corridor be the responsibility of one an appropriate Town
department, as long as the waterline easement remains protected;

The Collingwood WTP is operating at 87% capacity as noted in Table 1-3. Approximately 42% is for
supplying the two external municipalities. This level of use and growth in the two municipalities will
re reap 'on sooner tt woulc w el ded 'ood.’ Ao
treatment plant expansion should i 1 be taken into account in the cost charging agreements, with
these two municipalities;

id wastewater staff under the same organization. This would faci ne 3sby
succession planning, clarity to the emplo  ; and improved efficiencies;

25 UrA Infrastructure Internatonal inc.



Town of Collingwood
Water and Wastew: ices ew
April 28, 2015 — CONFIDENTIAL

6.

10.

Assign the current Water Compliance Officer to also undertake wastewater compliance to leverage
knowledge and work already completed for the water systems;

The reasonableness and amount of the wastewater administration charges by the CPUSB to the Town
should be checked and confirmed;

The Collus Solutions charge to the CPUSB on an allocation basis as apposed to a fee for service basis
should be reviewed for consistency with the service agreement;

Change the current arrangement between the CPUSB and Collus Solutions to ensure clear accountability
and transparency regarding the CPUSB operations and associated costs.

Based on the “total cost” to taxpayers of the Town of Collingwood it is more cost effective to return the
water operations to the Town which is already managing the wastewater system. It is important to note
that when water and hydro operated as a single utility the Town was the only “shareholder” so costs
and benefits to the operations were realized by tax payers. However with the separation of the hydro
component into its own entity as Collus PowerStream, ownership of the hydro component and its
subsidiary Collus Solutions, is now shared with the private sector. Therefore it is even more critical for
transparency, clear lines of accountability and cost control to be given top priority in the interest of the
tax payer. The dual role of Collus Solutions (partially privately owned and operated) as both the provider
of administration services to the CPUSB for a fee and as the “senior administration staff of CPUSB” (i.e.
holding the interest of the CPUSB and the tax payers as top priority) appears to be in conflict. The
mechanisms for checks and balances normally associated with transparency and clear accountability in
the interest of the tax payer would be much tighter under the Town’s direct management.

Although wastewater was transferred to the CPUSB under By-Law 2012-096, in reality wastewater is a
service that is currently provided by the Town (i.e. employees of the Town) and not directly by the
CPUSB

Some of the preliminary advantages would be:
e Clear lines of accountability and transparency;

®  Council’s Standard Duty of Care respecting the water system would be clear. As it stands Council
remains ultimately responsible for Standard Duty of Care. Section 14(3) of the SWDA specifically
states that owners are not relieved of their Standard Duty of Care as per Section 19 even if
operations are delegated via and _r 1ent to another party. Direct control would also
facilitate addressing the asset management and service delivery issues noted in this report to
Council's satisfaction in the context of the Standard Duty of Care;

¢ The Town could continue to maintain the isting water supply and operating contracts with
other parties (under the Municipal Act and the Water Opportunities Act). The details of these
requi ts should be confirmed duri  mplem:
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The total potential annual savings is estimated to be approximately $725,000 but this would depend on
where Water and Wastewater fits into the Town’s organization. If it becomes its own department, then
a new Director position and an administrative assistant may be required. However, if it can be
accommodated within the Public Works Department, then the Director position will not be required.

There are some cost items that are currently included in Collus Solutions’ charge to the CPUSB that
would need to continue and become additional to the existing servi  available within the Town'’s
organization. These include costs related to Billing, Collecting, Customer Service, IT, Building
Maintenance and SCADA. One option is to consider having these services continue through Collus
Solutions but with accountability through the Director of Finance.

In addition to the potential savings noted in Table 8-1, the Wastewater Administration charges noted in
Table 7-1 from the CPUSB to the Town would also be significantly reduced due to the lower
administration cost upon which the charge would be based. As previously noted in Section 7, under the
existing arrangement, this cost is projected to increase annually from approximately $185,000 in 2014 to
approximately $597,000 by 2017,

This scope of this report does not include addressing the implementation of the recommendations.
However, the following should be considered during the implementation process:

e Continuation of Billing & Collecting and T services by Collus Solutions as a dir  service
provider to the Town on a fee for service basis. Collus is already set up for these functions and
should be able to continue seamlessly;

e Review the IBEW and CUPE collective agreements to identify the issues that need to be
addressed as part of the transfer. Consideration could be given to honouring the IBEW
conditions on an interim basis until it expires following which the CUPE agreement would take
effect; and

® Assimilating the water operations in to the Town as a separate department (at least initially)
reporting to the CAO. This would allow all transitional issues to be directly addressed at the
most senior level and for the Director of Public Works to focus on other needs of other
functional areas within Public Works. Once the transfer is complete and operations are
normalized consideration could be given to merging with the Public Works Department to
benefit from the synergies that exist;
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2.1

COLLUS Power Corp
RFP Strategic Partnership

- Meters méet the requirements of the Electricity and Gas Inspection Act and over the last
few years COLLUS Power has installed new smart meters at all customer sites and is
ready for the changeover to time-of-use electricity billing. This changeover is scheduled
to begin in January 2012.

- COLLUS Power leases its head office premises located at 43 Stewart Road in
Collingwood, Ontaric from Collingwood Public Utiliies. The building houses the
COLLUS Power’s administrative, engineering, operating and field personnel and rolling
stock.

- CQLLUS Power owns various distribution and transformer station equipment, as well as
other equipment and vehicles

The employee base of COLLUS Power consists of 11 employees. In addition to its direct
employees, COLLUS Power subconiracts various personnel services from COLLUS
Solutions Corp, an affiliated company, whose employees and costs are allocated
approximately 60%/40% between COLLUS Power and Collingwood Public Utilities
Services Board, respectively. Collingwood Public Utilities Services Board provides water
services to the residents of Collingwood. (See the accompanying chart depicting corporate
structure).

The customer base is comprised of approximately 13,600 residential, 1,600 general service
less than 50kW and 128 general service S0kW to 4,999 k¥W. COLLUS Power distributed
approximately 313 million Kwh of power in calendar 2010.

Governance & Ownership

Collingwood Utility Services Corp. is comprised of five directors with Council being
atticulated in the Electricity Act as the single shareholder. The Board is made up of the
Mayor, a Councillor and three other Council appointed Directors. Members of the Board
make up two Committees, an Audit Committee and an HR Commiftee.

COLLUS Povwer is comprised of three directors, one being the Mayor and the two other
directors are appointed by Council. One of the directors must be totally independent of any
affiliate.

Collingwood Public Utilities is municipally owned and governed by a Municipal Services
Board that from time to time, when required, reports to Council. The Board is compri  of
three Directors, one being the Mayor, with the other two appointed by Council. Existing
municipal by-laws provide some strategic direction, outlines executive limitations and
reporting requirements. Reporting of Board business to Council is done by St ™
presentations at Council Meetings, issuing updates via email from the President and CEQ,
: s+ Worship Mayor Cooper as our Council Representative.

© 2011 KPMG LLP. All rights reserved.
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. HR cUrﬁmmee s
‘" Joan Pajumen, Chair * *

.~ Dean Muncaster
* . Maynr Santira Cooper
.. Ed Houghion, (saif)
- Pam Hopy, {sizh) -

Employee Structure Overview

ollingwood Publi
utitities Service Board
‘Dean Munzaster, Chair

Auvgit Committee . -
Dean Muncaster, Chair
°  Doug Garbud -
Mayor Szndra Cooper
“Ed Houghten, {sfaff)

Tim Fryer, (staff) .

) 'l-‘lm éfYBr :
-

Gien Agaliser
- Fmance &

‘FnatceDent,

9 Employess
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34 Customer Experience and Satisfaction

Summarize your approach to ensuring that the existing customer experience and satisfaction of
COLLUS Power is maintained and enhanced.

3.5 Supporting the Interests of the Communities We Serve

Detail your intentions as a strategic paﬁ:ner in how you would continue and enhance a substantial
presence and support for the interests of the communities we serve. Considerations would include
local presence, economic development, interaction with the community, etc.

3.6 Competitive Distribution Rate and Cost Structure of COLLUS
Power

Outline the approach you would bring as a strategic partner in maintaining and enhancing the
competitive distribution rate and cost structure of COLLUS Power, while the company continues to
realize desired rates of retum.

3.7 Other

Include other matters, such as employee relations, that you would bring to COLLUS Power as a
strategic partner.

38 Proposal Response and Contact

e Proposal responses should be submitted in two parts, with each part in separate sealed
envelopes. Omne envelope should contain the Purchase of Shares portion of the response
described in section 3.1, and the other envelope should include the remaining parts of the
proposal response. '

» Proposal responses should be sent to the attention of Mr. Dean Muncaster, Chairman,
COLLUS Power, 43 Stewart Road, (  ingwood, Ontario, L9Y 3Z5 by no later than 4:30
pm on November 16th, 2011. Submissions shonld include 12 hard copies and one
electronic copy, including one copy marked as the original and signed by an authorized
representative of the proponent. Proposals bmitted after e closing date and time,
regardless of the medium by which they were submitted, will not be accepted.

e Proposals which fail fo conform to the scope and requirements as set out in section 3 of this
request for proposal will be disqualified and rejected. (For example, a proposal which
propoees a purchase of greater than 50% of the shares of COLLUS Power will be

disqu  ied)
All inguirisg ling this request for : I be directed in writing to
I Th rioer, K2 3 LL  vias 2 pmg.ca

©2011 KPMG LLP, All rights reserved.
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3.9 Anticipated Process

Proposals will be reviewed and evaluated by the COLLUS Power Strategic Partnership Task Team
with the goal of completing the selection process bythe [ of Decem  2011.

© 2011 KPMG LLP. All righe reserved.



Proposal Evaluation

Proposals will be evaluated using the following criteria and weightings:

COLLUS Power Corp
RFP Strategic Partnership

= Payment for up to 50% of shares
e Other considerations in Section 3.1

s Provision of strategic and spec'ializcd resources
¢ Support in growing the COLLUS business

« Support for employees and their careers

e Customer experience and satisfaction
s Supporting the interests of the communities we serve

s Competitive distribution rate and cost structure of
COLLUS

o Cultural and synergistic fit

Points

30

30

10

10

10

10

© 2071 KPMG LLP. All righs reserved.
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Promissory notes
Shareholder declaration (agreement) and corporate by-laws
Insurance contracts and claims history

Recent claims settlement and outstanding unresolved claims against the LDC or its
" representatives

Union collective agreement
Actuarial reports on employee fiture retiree benefits

Any reports, decisions, orders related to non-compliance matters — legal, health and
safety, environmental, regulatory

©2011 KPMG LLP. Al rights reseved
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Terms and Conditions
The request for proposal will be governed by the following terms and conditions:

6.1 Confidential Infbrmation

Proponents will continue to be governed by the “Non-disclosure Agreements™ recently signed and
shall not disclose any details pertaining to their proposal, this request for proposal or the selection
process in whole or in part-to anyone not specifically involved in their proposal without the
COLLUS Power Strategic Partnership Task Team (“SPTT”) prior written approval. Proponents
shall not issue a news release or other public announcement or at any time directly or indirectly
communicate with the media pertaining to details of their proposal, this request for proposals or the
selection process without SPTT’s prior written approval.

6.2 Communication of Information

s Itis the proponent’s responsibility to ensure that it has all necessary information concerning
the intent and requirements of this request for proposal and to clarify any details in question
mentioned or not before submitting a proposal. SPTT shall not be responsible for any
misunderstanding on the part of the Proponent concerning this request for proposal and/or
its process. '

= No verbal instructions or information will be binding on SPTT. All written instructions and
specifications will be considered clear and complete unless written attention is called to any
apparent discrepancies or incompleteness before submission of a proposal. No individual
other than those designated as a conmtact in this request for proposal is authorized to
comment on any portion of the request for proposal.

» SPTT is under no obligation to provide additional information but may do so at its sole
discretion. Inquiries received less than two days prior to the closing date and time may not
be answered. At SPTT’s discretion, the substance of any inguiries for additional
information and responses to these inquiries may or may not be communicated to all
recipients of this request for proposal.

6.3 Proposal Validity Period

Proposals and their details shall remain in effect and open for acceptance by SPTT for a period of

60 days after the closing date.

6.4 I'M /S ":Clarification and Incorporate Respor :into
Proposal .
[T1 dis¢ L ¢ to: : h all of
aspects _al. SPTT may require one or more Proponents to submit s '
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© 2011 KPMG LLP. All rights resesved.



COLLUS Power Corp
RFEP Strategic Partnership

information clarifying any matters contained in their Proposal after the closing date and the
supplementary documentation received from a Proponent shall, if accepted by SPTT, be considered
to form part of that Proponent's Proposal. In the event that SPTT receives information at any stage

of the evaluation process which results in earlier information provided by the Proponent being

deemed by SPTT to be inaccurate, incomplete or misleading, SPTT reserves the right to revisit the
Proponent’s compliance with the mandatory requirements of this REP and/or adjust the scoring of
rated critenia.

6.5 Proposal to be Retained

The Proponent agrees that all rights, title and interests, including copyright ownership, to this
request for proposal and all information and material of any kind whatsoever that may be provided
to the Proponent by SPTT or otherwise obtained by the Proponent relating to this request for
proposal or in the Proponent’s performance of the work if it is the successful Proponent, shall
remain the property of SPTT and further that all such information and material and any copies
thereof shall be returned to SPTT upon request. SPTT shall obtain all rights, title and interests,
including copyright ownership, to the deliverables that are to be produced and delivered to SPTT in
accordance with this RFP and SPTT may disclose, use or modify such deliverables in any manner it
deems appropriate. The Proponent shall not do any act that may compromise or diminish SPTT’s
interect as aforesaid. All Proposals submitted in response to this RFP shall become the  -operty of
_____ .JTT will not return the Proposal or any accompanying documentation sub.uited by a
Proponent.

6.6 Reserved Rights of SPTT

o SPTT reserves the right to terminate, at any time, this request for proposal at any stage or
the solicitation of indications of interest as submitted under this request for proposal. SPTT
intends to conduct business in the ordinary manner during the evaluation and selection
period; however, COLLUS Power and its shareholders reserve the right to take any action,
whether or not in the ordinary cowrse of business, which they deem necessary or prudent to
conduct such business.

» Sl.. also reserves the right to accept any proposal in whole or in part or reject any or all
proposals. .

« The costs ~ex ses incurred for the preparation and submission of a proposal and all
other costs and expenses incurred by the proponents relating to this request for proposal
shall be borni  7the  sonents. SPTT shallnotbe  ble for such costs and expenses or to
reimburse, includi  without limitafion, inthee  ~ f rejec SOPOS

» SPTT shall not be liable for any expenses, costs, losses or any direct or indirect damages
inenrred o red by any proponent or any third party resulting from SPTT exerc” * z any
L. .5 express or implied rights isteq t.
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6.7 Acceptance

The submission of a proposal by a proponent in response to this request for proposal shall constitute
the said prop ‘s agreement to the terms and conditions described in this request for proposal.

6.8 Errors, Omissions and Independent Advice

SPTT and KPMG LLP do not accept any responsibility for any verbal information or advice or any
errors or omissions which may be contained in this request for proposal or any documentation
disclosed or otherwise provided by or with this request for proposal. Neither COLLUS Power or
KPMG LLP nor any of its affiliates, directors, officers, employees or agents makes any
representations or warranties, either express or implied, with respect to the completeness or
accuracy of this request for proposal and supporting documentation or any information or opinion
contained herein. Any use or reliance on this request for proposal or on any information or opinion
contained herein or documentation disclosed or otherwise provided by or with this request for
proposal is at the risk of the Proponents, and neither COLLUS Power or KPMG LLP nor any of its
affiliates, directors, officers, employees or agents shall be liable for any action, cost, loss, damage,
injury and/or libility whatsoever incurred by any person arising out of same. The Proponents are
responsible for obtaining their own independent legal, accounting and other advice with respect to
this request for proposal, any information included in this request for proposal or in any
" cumentation disclosed or otherwise provided by ar with this request for proposal.

13
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A INTRODUCTION

PowerStream is pleased to respond to the Request for Proposal document issued by COLLUS
Power Corp (“COLLUS Power”) on October 4, 2011.

On September 19, 2011 the PowerStream team made a presentation to the COLLUS Power
Strategic Partnership Task Team. The PowerPoint presentation made at that time is attached as
an appendix to PowerSiream’s response to the RFP in Section B.

PowerStream Inc. is the second largest municipally-owned electricity distribution company in
Ontario, serving more than 330,000 custormers in nine mumicipalities located in Simcoe County
and York Region that have a combined population of approximately 1,000,000.

Created on June 1, 2004, following the merger of three York Region-based utilities (Markham
Hydro, Richmond Hill Hydro and Vaughan Hydro), PowerStream Inc. is jointly owned by City
of Vaughan, the Town of Markham and the City of Bamie. PowerStream’s unprecedented and
unrivaled expansion of its customer base from just over 192,000 in 2004 to 334,472 (as of
October 31, 2011) is a result of serving an area of the province that continues to experience
tremendous population growth in combination with the company’s own pursuit of forming
strategic partnerships and relationships with other utilities. PowerStream has successfully
completed the voluntary merger of four utilities and the acquisition of another in less than five
years.

Although for most companies the transitional challenges that usually follow a merger or
acquisition can often impede the achievement of other corporate goals and objectives,
PowerStream through these consolidations has continued to demonstrate its industry leadership
in customer service, innovation and environmental stewardship.

Several major projects completed by PowerSiream since its merger with Barrie Hydro
Distribution Inc. on January 1, 2009, such as bringi imfo service the company’s 11
transformer station directly connected to the provincial fransmission grid and the incorporation
of several smart grid features to its own distribution system, along with some impressive
customer and employee satisfaction figures, ate ©~ =~ ve of the company’s ability fo
transition, move forward and lead at the same time. "Ltus 15 turther evidenced ! he number of
awards the company has earned over in = ent years including Greater Toronto’s Top

Er ‘oyers (2012), Electrcity Distributors A ciation’s T~ -7 Award
(2u11), United Way of Great Simcoe County’s Campaign Merit Award (2010}, Ontario Energy
Association’s Company of the _ear Aw =~ ~ ~10), Ministry of the Environment’s Ontario
Environmental Leader (2010), Vaughan Chamber of Commerce Busin  of the Year (2010),
E ’s Environmental Exceflenca / © 7009) and Smart
C ' o ,Vanghan @ 3
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In addition, as part of its proposal, PowerStream is prepared to offer, if the Town of
Collingwood so chooses, that the existing promissory note, payable held by the Town of
Collingwood, would be repaid by third party debt facilitated by PowerStream. This would give
the Town of Collingwood an additional §1,710,170 as part of the sale of COLLUS Power for a
potential total cash distribution fo the Town of Collingwood of $14,510,170.

B.2 Proposed Timing Considerations; B.3 Due Diligence Requirements;
B.4 Pre-Closing Conditions

If PowerSiream is the successful Proponent, a Share Purchase A greement would be prepared to
effect the transaction. Such agreement would contain customary representations and
warranties for a transaction of this nature. The Share Purchase Agreement would include a new
Sharcholder Agreement, which would, among other things, set out the composition of the
Board of Directors, Unanimous Consent Items, Objectives and Guiding Principles, and
Liquidity Rights. The Share Purchase Agreement will also provide for customary due
diligence including, but not limited fo: financial systems and record of acconnts, inspection of
physical plant and related assets, review of andited financial results for the fiscal year 2011,
closing financial statements and other related documents, and review of Information and
Technical Systems.

B.5 Representation on Proposed New COLLUS PowerStream Board

As noted in COLLUS Power’s RFP, its the preference is that a xﬁajority of Board members on

the Board be independent. Conpsistent with this philosophy, PowerStream proposes the
following Board structure: .

» 6 person Board of Directors comprised of 3 representatives each from The
Town of Collingwood and PowerStream
= 2 co-chairs to be nominated by each Shareholder
= A majority of the representatives from both Shareholders would be independent
The proposed Board of Directors structure, combined with the Shareholders Agreement, would
ensure that there is significant local input over the  )LLUS PowerStream operations.

Proposed _ vidend Policy

PowerStream’s Proposal is conditional upon  eement on a new Dividend Policv. In =777,

COLLUS Power d t pay a dividend to its Sharehol 3 COLLUS
1 werStream would expect Shar d
Policy is consistent with oth datec



o,

vy

CONFIDENTIAL

Response to OOLLUS Power RFP for Strategic Partnership
SECTION 3.1 - PURCHASE OF SHARES

Novernber 16, 2011

Page 7

Such Policy is based on the philosophy that the purpose of the dividend policy is to provide the
Shareholders with a steady income sitream from confinuinhg operations while providing
COLLUS PowerStream with an appropriate capital structure and working capital level in order
to operate as a viable business. The Dividend Policy philosophy would be consistent with the
objectives and guiding principles of COLLUS PowerStream.

It is proposed that Dividcnd amounts would be determined as follows:

= COLLUS PowerStream shall pay 2 minimum of 50% of annual net income, as
dividends, with consideration given to the following:
- (Cash position at the beginning of the year;
- Working capital requirements for the currept year; and,
- Net capital expenditures required for the current yet.

Based on the forecasted net income for COLLUS PowerStream, and assuming that COLLUS
PowerStream earns the regulated rate of return, we anticipate that the net income in 2013 could
be in the range of $800,000 to $1,000,000. As per the proposed Dividend Policy, COLLUS
PowerStream would therefore pay a dividend of approximately $400,000 to $500,000.

B.7 Other - Shareholders Agreement Matters

PowerStream’s Proposal is conditional upon the Parties agreeing upon their respective
Liquidity Rights to be incorporated in the new Shareholder Agreement. As contemplated in
the REP, the new Shareholder Agreement would provide for certain buy/sell arrangements.

Such arangements would include:

Any transfer or pledge of shares in COLLUS PowerStream would be prohibited without the
written consent of the other Shareholder, provided that the Shareholders Agreement shall
include liguidity provisions fo be negotiated, such as:

1. ~ e event that either Sharehol = receives a bona fide offer wt . it desires to
accept from an arm's length third party to acquire all of the Shares owned by such
Shareholder for ca  (an "Offer"), the other Shareholder shall be entitled to a right of
first refusal to aoqmre st * Shar " thesar price donthesamet s
conditions as set out in the Uffer, raing which the Shareholder receiving such Offer
shallbe #° "to ~° § estothe third party which made the Offer subject to that
third party agreein >ound bythe iareholders Agreement;
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2. At any time after 2 years from the date of closing, either Shareholder may by written
notice to the other institute a-buy - sell mechanism by specifying a price per Share and
requiring that the recipient Shareholder in its discretion elect either fo (i) purchase all of
the Shares of the initiating Shareholder, or altematively (ii) sell all of the Shares of the

recipient Shareholder, in each case at the price per Share specified in the initiating
notice;

3. At any time after 2 years from the date of closing, Collingwood Utility Services Corp,
as the owner of 50% of the outstanding Shares of COLLUS PowerStream, shall be

* enfitled to Put those shares to PowerStream Inc and require that the latter acquire such
Shares at a price equal to their fair market value determined by the same valuation

approach as was utilized in the purchase by PowerStream Inc. of its inmitial 50%
shareholding in COLLUS PowerStream.

B.8 Ontario Energy Board

1t is our understanding based on Section 86(2) of the OEB Act which deals with ‘Acquisition
of Share Control’ that, as a result of COLLUS Power Corp and the Town of Collingwood
selling 20% or more o eir equity in COLLUS Power, a MAADS (“Mergers, A _ isitions,
Amalgamation and Divestitures”) application to the OEB will be required. This application
will follow a process similar to that for a rate application with a newspaper nofice,
interrogatories from intervenors, written submissions and a written or oral hearing.

MAADs applications are evaluated based on a “no hamms test”, meaning that the OEB must
determine that COLLUS Power and PowerStream customers will be no worse off as a result of
the transaction. Although this may appear simple, the application, the subsequent additional
evidence and the Decision are very important strategic information. OEB staff and intervenors
will refer back to these documents for years to come.

PowerStream staff has extensive perience in the MAADSs process, most recently with the

Barrie-PowerStream merger. This application was approved by the OEB at the end of an oral
hearing in December 2008.

PowerStream staff will support COLLUS Power staff in the MAADs application by providing
" ‘ce and assisting with thc compilation of evidence, int >gatory’ responses,
vitness traip” ¢’ g preparatl:  as necessary.
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C APPENDIX

C.1 Objectives and Guiding Principles

" ‘PowerStream proposes that the new Shareholder Agreement would set out the Guiding
Principles of the Corporation, which would include the following:

For Profit Corporation — COLLUS PowerStream will continue to be & for profit
corporation committed to optimize 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 '

Capital Structure - COLLUS PowerStream will maintain a capital structure consistent
with the OEB capital structure mandated by the OEB (currently 60/40 debt to equity).

Dividend Policy — COLLUS PowerStreain will plan to pay dividends to its
Shareholders approzimating 50% of the net income on an annual basis with due
consideration given to the cash position at the beginning of the year, working capital
requirements and net capital expenditure requirements.

Growth — COLLUS PowerStream will be committed to pursuing significant growth
opportunities on a. prudent and profitable basis giving due consideration to the
geographic footprint, size and location of LDCs in Ontario.

Employees — COLLUS PowerStream 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
have the skills they require to fulfill their part in achieving those goals.

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

Community and stakeholders — COLLUS PowerStream will play a significant role in
the local communities in which it operates. = JLLUS PowerStream will act as a good
corporate citizen and a facilitator of economic development in the communities it
services.









electricity distribution industry, to provide insight to what might happen in the future and to
provide various strategic ownership options.

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 commaodity 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).

= QOperating 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 resuit 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:
= Aninvestment ofup = 50% in Collingwood Utility Services Corp. shares
= Provision of strategic and specialized resources to Collingwood Utility Services through
Service Agreements
m Support in growing the Collingwood Utility Services business, both organically and
through acquisition )
u Continued and enhanced support for the interests of the communities we serve and our
employees
= Continued and substantial presence in the communities we serve
» Continued focus on maintaining and enhancing the competitive distribution rate and cost
structure of Collingwood Utility 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 unanimously 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 Townwill =~~~ ~~ shares in the tal
of Collingwood Utility Services Corp. to PowerStream Inc., pursuant to a share purchase
agreement ai  iter into an agreement  Jecting the gove eholdings and related
matters of and regarding Collingwood Ultility Services ~ wp. (the “Unanin rs
Agre Y, t :h of the draft Share Purchase / ~—~eement | the Ui in s



Agreement having been provided to Council and approved by Collingwood Utility Services
Corp.;

With Council approval, the Town and Collingwood Utility Services will enter into the Share
Purchase Agreement with PowerStream, to approve the Transaction contemplated thereby, and
following the fulfillment of and completion of certain conditions precedent set out therein, sell the
Shares and enter into the Unanimous Shareholders Agreement.

The resolution directs the Mayor of the Town of Collingwood and the Clerk 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 By-law 2012-011, including without limitation
approve financing, authorize and file articles of amendment, amend bylaws, amend and enter
into service agreements between the Town and Collingwood Utility Services 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.

3. DISCUSSION:

As noted above, Collingwood Utility Services is wholly owned by the Town; each of COLLUS
Power Corp. (“COLLUS”), COLLUS Energy Corp. (“Energy”) and COLLUS Solutions Corp.
(“Solutions") is a wholly owned subsidiary of Collingwood Utility Services (collectively, COLLUS,
Energy ahq Solutions are referred to as the “Subsidiaries”);

COLLUS F 2R

il S vt ke Edwards
e fhe Edyar Do Muncazler

As a regulated utility, CC"~ Pc r is subject to oversight by ( io Energy Board
~7 7). Thus, decisions ¢ and services quality for 1y owner are constrained by ¢ 3
n place




Upon review of the strategic ownership options prepared by KPMG, Town Council gave
direction to COLLUS to further investigate the Strategic Partnership option through the creation
of a Strategic Partnership Task Team (August 2011) and to issue a Request for Proposal (RFP)
(Issued October 4, 2011) to prospective partners. Upon revnew and ratmg of the various
proposals submitted according to the RFP SR CAEE o1
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oS G«ﬂ@g\ As such, the Share Purchase Agreement and the Unanimous Shareholders

Agreement reflect this structure.

The Share Purchase agreement details the financial considerations being provided to the Town
by PowerStream inc. It includes amongst other items, a dispute resolution mechanism should
there be any disagreement on the final financial figures. It also contains the representations and
warranties made by the Town regarding corporate power and authority and appropriate by-laws
to enter into the transaction. it outlines the service agreements with the Town and details the
employee groups and any contractual agreements in place respecting them. There are a
number of conditions to closing including sign off by third party and regulatory agencies such as
the Ontario Energy Board and Infrastructure Ontario. There is a drop dead date of December
31, 2012 for the completion of these conditions.

The Unanimous Shareholders agreement is entered into by PowerS n and the Town of
Collingwood upon execution of the Share Purchase agreement. It requires a new strategic plan
be created within 6 months that will be updated every 3 years. The Shareholders Agreement
also outlines board composition (equal representation, co-chairs for the first 2 years, 3 year
director terms), conditions requiring shareholder approval, development of a business plan and
the dividend policy. Collingwood Utility Services Corp. has the first right of refusal on mutually

acceptable participation in any future mergers or acquisitions undertaken by both PowerStream
and COLLUS.

4. EFFECT ON TOWN FINANCES:

Under the terms of the Share Purchase Agreement, the Town of Collingwood will receive cash
and other considerations valued at approximately $15M. Undert Ontario Electricity / , the
Town would pay a Transfer Tax equal to 33%, less Pavments in-tieu of Taxes (PILS) of the
proceeds if it sells its ownership interestin COLLUS to ¢ ither entity. At present, the Provincial
government has introduced an exemp 1 (or *holiday”) from ti for les of
municipally-owned utilities to entities owned by municipalities or by tne province.

A commitment has been made to hold a public meeting to determine where the procee ~ of the
sale wldbed led.



5. DISPOSITION:

If approved, By-law 2012-011 shall come into full force and effect upon the Mayor and the Clerk
being authaorized, 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 fo 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 Coliingwood Utility Services Board and the Town of Collingwood will proceed with the
fulfillment of the conditions of the Share Purchase Agreement.

6. APPENDICES:

X1 Resolution of Board, Collingwood Utility Services Corp., January 20, 2012

SIGNATURE

Kimberly Wingrove
CAO
Town of Collingwood









. AND FURTHER THAT the resulis of these negotiations be brought back to Collingwocd Council
in a timely fashion for further review and consideration.

Moved by Councillor Edwards
Seconded by Counciflor West

THAT Council direct the Collus Board to continue negotiations with the preferred
proponent, heing PowerStream Inc., for a potential strategic partnership arrangement.

CARRIED

¢) Litigation/Legal Direction

Staff Present: Kim Wingrove, CAO
Sara Almas, Clerk
Marianne Nero, Human Resources Manager

Marianne Nero, Human Resources Manager advised Council that she will be at pre-trial hearing
for former staff member Belinda Hindle, who has been offefed 6 months severance pay,
however this offer has been refused twice. Ms. Nero provided Council with the settlement being
recommended by our solicitor, .

Moved by Deputy Mayor Lloyd
Seconded by Councillor Cuningham

THAT Council authorize the Solicitor and Human Resources Manager to proceed with litigation
and offer Belinda Hindle up {o 10 months of severance, as recommen 1.

CARRIED
d) rmance valu. n Process
:aff Present: Marianne Nero, Human Resources Manager

Leo Longo, Municipal Solicitor,

December 5, 2011 In-ci | Minutes



* Clerk Almas, delegated the Clerk’s responsibilily to record in-camera minules to Solicitor Lea
Longo, and left the room.

A discussion accumred respecting the background of and current Town process of evaluating the
CAOQ’s performance. [t was suggesfed that such reviews be conducted annually and early in
each calendar year.

Moved by Councillor Chadwick
Seconded by Councillor Edwards

THAT the Town's Manager, Human Resources be requested to bring back a report to Council
suggesting a process to undertake the annual performance reviews of the Town's GAC.

CARRIED

ADJOURNED at (10:25 pm ) {o rise in open session.

*’?mgﬂ\fﬂ'wd a3
[ MAYOR

g
.\, ’f - ,/ -
B L. }

CLERK

!mber 5, 2011 In-camera Minules







A S. ategic Partnership between
Collingwood Utility Services and
F werStream Inc.

F >posed Transaction:
Jul - 3e of & % of Collingwood Utility Services
Inc. =hares by PowerStream Inc.
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Transaction Structure (cont'd)

Share Purchase Agreement (*SPA”)

1. Timing:
) Pre-Execution and Due Diligence
) Execution of Agreements
c) Interim Period - fulfillment of conditions
) Closing Target Date - April 2012 following:
i.  financial arrangements
ii.  Infrastructure Ontario consent
ii. ~Amendment to Service Agreements
iv. OEB filing
v. Interim 2011 Financial Statements

2. Consideration (see Article 2 of SPA):
a) PowerStream pays $8M for 50% of shares of CUS

b) $5.2M - Estimated dividend arising from debt injection by
PowerStream (or Third Party) through Collus and up to Town

PRIVILEGED & CONFIDENTIAL







SPA (Contd)

c) Some exceptions in schedules
d) Basic reps by PowerStream (Section 5.3)

(corporate power, authority, enforceability, authorization, no bankruptcy,

absence of conflict)
4, Conditions to Closing (Article 4)

a) OEB filing

b) Service Agreements with Town and Subsidiaries

C) Bring-down of reps ¢ d warranties

d) Updating schedules to SPA

e) Infrastructure Ontario and any other Third Party Consents (if
any)

f) Legal Opinions
0) Drop dead date - December 31, 2012
h) Financing

d. Covenants du ng interim period — operate in the ordinary course (ie.
CUS and Subsidiaries) (Article 6)

PRIVILEGED & CONFIDENTIAL 8
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tinda Yantsis

From: Rigkaleytweslioyd@collingwood.ca>
Sent: January-16-12 4:47 PM

To: g’“& Longozsand @;f%gw? s
Stibject: REColls e T,
Hileo

always. | appreciate your ¢

From: Leo Longo {llongo@airdberlis.comj
Sent: Monday, January 16, 2012 12:38 PM
To: Sandra Cooper; Rick Lloyd

Subject: Re: Collus

Partially.

Ron and Corrine are advising Collus, not the Town. | just want to note that the Town's interests may not be
identical to Collus.

LFL

Leo F. Longo

Aird & Berlis LLP

Brookfield Place, Suite 1800
Box 754, 181 Bay Street
Toronto, Ontario M5J 2T9
T.416-865-7778
F:416-863-1515
E:llongo@airdberlis.com

Certified Specialist - Municipal Law:
Local Government & Land Use Planning and Development

Sent from my BlackBerry Wireless Device

---- Original Message --—-

From: Sandra Cooper = ™ woper@collingwood.cal
Sent: Monday, January 1o, cuiz 12:26 PM

To: Leo Longo; Rick Lloyd <rlloyd@collingwood.ca>
Subject: Re: Collus

Leo:
Collus has included Corrine and Ron from A and B to review documents.

1






Sent from my iPhone -

Phone: 705-445-1800, ext 2255
Fax: 705-445 2549

Important Notice: This message is intended only for the use of the person 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

—--- Message fromi John Brown <jbiown@collingwood.ca> an Thu, 5 Mar 2015 17:09:27 -0500 ~--—

<Leo Longo <llongo@airdberlis.com :To
<Sara Almas <salmas@collingwood.ca :cc
.Fwd: Representation of the town on share sale :Subject

For file.

Begin forwarded message:

From: Ron Clark <rclark(@airdberlis.com>

Date: March 5, 2015 at 5:06:08 PM EST

To: John Brown <jbrown@collingwood.ca>

Cc: Leo Longo <llongo@airdberlis.com>

Subject: RE: Representation of the town on share sale.

Ed Houghton.

----- Original Message-----

From: John Brown [mailto:jbrown@collingwood.ca]
Sent: March-05-15 4:56 PM

To: Ron Clark '

Cc: Leo Longo

Subject: Representation of the town on share sale.

I apologize however I forgot to ask you who in the town you took instructions from and
reported to.

Thanks

John

Sent from my iPhone







4
“i

BY-LAW No. 2012-011
OF THE
CORPORATION OF THE TOWN OF COLLINGWOOD

BEING A BY-LAW TO AUTHORIZE THE ENTERING INTO AND EXECUTION
OF A SHARE PURCHASE AGREEMENT RESPECTING THE SALE OF THE
SHARES OF THE TOWN OF COLLINGWOOD (THE "“TOWN") IN
COLLINGWOOD UTILITY SERVICES CORP. (“CUS") TO POWERSTREAM
INC., A SHAREHOLDERS AGREEMENT IN RESPECT OF CUS AND .

RELATED MATTERS

WHEREAS CUS is wholly owned by the Town;

AND WHEREAS each of Collus Power Corp. (“Collus"), Collus Energy Corp. (“Energy”) and
Collus Solutions Corp. (“Solutions") is a wholly owned subsidiary of CUS (collectively,
Collus, Energy and Solutions are referred to as the “Subsidiaries");

AND WHEREAS the Town, as the sole shareholder of CUS, wishes to approve a
transaction (the “Transaction”) wherein the Town will sell 50% of its shares in the issued
capital of CUS (the “Shares") to PowerStream Inc. (“PowerStream”), pursuant to a share
purchase agreement (the “Share Purchase Agreement”) and enter into an agreement
respecting the governance, sharsholdings and related matters of and regarding CUS (the
“Unanimous Sharsholders Agreement"), each of the draft Share Purchase Agreement and
the Unanimous Shareholder Agreement having been provided to Council and approved by
Cus; :

AND WHEREAS it is in the interest of the Town and CUS to enter into the Share Purchase
Agreement, to approve the Transaction contemplated thereby, and following the fulfillment
of and completion of certain conditions precedent set out therein, sell the Shares and enter
into the Unanimous Shareholders Agreement,

NOW THEREFORE COUNCIL OF THE CORPORATION OF THE TOWN OF
COLLINGWOOD ENACTS AS FOLLOWS:

1. THAT Report No. CAO2012-01 be received.
2, THAT the Town enter into the Share Purchase Agreement and the Unanimous
Shareholders Agreement with PowerStream, once those agreements are in a form

and content to the satlsfaction of the Mayor.

3. THAT the Mayor or the Clerk be 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 fimitation approve financing, authorize
and file articles of amendment, amend bylaws, amend -and enter into service
agreements between the Town and CUS or its Subsidiaries, authorize dividends to
be declared and paid by CUS and the Subsidiaries and authorize repayment of debt
under the outstanding promissory note issued to the Town by Collus.

4. THAT this By-law shall come into full force and effect on the date of final passage
hereof at which time all By-laws and/or resolutions that are inconsistent with the
provisions of this By-law and the same are hereby repealed or rescinded insofar as it
is nt togivee  tto ths provisions of this By-law.

BL2012- 011 Sale of CUS Shares 1/2
: 34 of 85




./

ENACTED AND PASSED this 23" day of January, 2012.

MAYOR

11741870.5

CLERK

BL2012- 011 Sale of CUS Shares 2/2
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Sara-Almas

From: Leo Longo [longo@airdberlis. com]

Sent: Tuesday, Jahlary: 1 2012 5 1'PM

To: : Ed Houghton

Co! Sara Almas; Kim Wingrove; John Mascarin
Subject: Council By-Law Re CUS/Collus Share Purchase
Attachments: 11730545_2.docx

Ed;

Here's an initial draft of a proposed authorizing Council by-law for your review and input.

in particular, can you take a stab at drafting the “Whereas” clauses due to your intimate familiarity with this
proposal.

In addition, | assume that a report will need to be prepared for Council that addresses the transaction and
attaches the draft agreements. Will you be preparing that report?

Who handles the legal work for CUS? Will that person/firm be preparing the necessary corporate minute(s)
authorizing the draft agreements from CUS’s perspective?

Please advise how John and | can assist in this mailter.

Regards,
LFL

‘Leo:F. Lorigo
Certified Specialist
{Municipal Law: Local Government & Land Use Planning and Development)

T 416.865.7778

F 416.863.1515 -

E llongo@airdberlls.com .
Brookfield Place » 181 Bay Street ﬁ ?(
Suite 1800 « Box 754 A

Toronto ON + M5J 2T9 « Canada M . :
weaigirgbinis com /
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BY-LAW No. 204 2-XXX
OF THE ,
CORPORATION OF THE TOWN OF COLLINGWOOD

BEING A BY-LAW TO AUTHORIZE THE ENTERING INTO AND EXECUTION
OF A SHARE PURCHASE AGREEMENT AND A SHAREHOLDERS
AGREEMENT WITH POWERSTREAM INC. RESPECTING THE
COLLINGWOQD UTILITY SERVICES CORP,

WHEREAS
AND WHEREAS

NOW THEREFORE COUNCIL OF THE CORPORATION OF THE TOWN OF
COLLINGWOOD ENACTS AS FOLLOWS:

1. THAT Report XXX he received.

2. THAT The Mayer and Clerk be authorized to execute the Share Purchase
Agreement and Shareholders Agreement with Powerstream Inc. respecting the
purchase of shares of the Collingwoed Utility Services Corp. oncs those agreements
are in a form and content to the satisfaction of the Town’s Sollcitor.

3. THAT Appropriate Town Staff and the Town Solicitor report back to Council as

Q required as the conditions precedent to closing this transaction are addressed

and, in any event, prior to the final closing of this share purchase transaction.

4. THAT this By-law shall come into full force and effect on the date of final passage
hereof at which time all By-laws and/or resolutions that are inconsistent with the
provisions of this By-law and the same are hersby repsaled or rescinded insofar as it
is necessary to give effect to the provisions of this By-law.

ENACTED AND PASSED this dayof 2012,

MAYOR

CLERK






WHEREAS Collingwood Utility Services Inc. (“CUS") is a wholly-owned subsidiary of the
Corporation of the Town of Collingwood (the “Town™);

AND WHEREAS COLLUS Power Corp. ("COLLUS") is a wholly-owned subsidiary of
CuUs;

AND WHEREAS the Town, as scle Shareholders of CUS, wish to approve the sale of
50% of CUS shares to PowerStream Inc. (“PowerStream”), substantially in the form of
the draft Share Purchase Agreement and a Unanimous Shareholders Agreement,
approved by CUS;

AND WHEREAS the Town, as sole Shareholders of CUS, has been informed of the
principal terms and provisions of the Share Purchase Agreement and Unanimous
Shareholders Agreement, and it is in the interest of the Tewn and CUS to enter into the
Share Purchase Agreement and the Unanimous Shareholders Agreement, and to
approve the transaction contemplated thereby;

NOW THEREFORE COUNCIL OF THE CORPORATION OF THE TOWN OF
COLLINGWOOD ENACTS AS FOLLOWS:

1. THAT report XXX be received,

2. THAT the Mayor and Clerk be authorized to execute the Share Purchase
Agreement and Unanimous Shareholders Agreement with Powerstream
respecting the purchase of shares of CUS, once those agreements are in a form
and content to the satisfaction of the Mayor.

3. THAT the Mayor and Clerk be authorized to execute or deliver all other
documents, notices, certificates to be signed and/or delivered under or in
connection with the Share Purchase Agreement or Unanimous Shareholders
Agreement; and

4. THAT this By-law shall come into full force and effect on the date of final
passage hereof at which time all By-laws and/or resolutions that are inconsistent
with the provisions of this By-law and the same are hereby repealed or rescinded
insofar as it is hecessary to give effect to the provisions of this By-law.

ENACTED AND PASSED this dayof 2012

MAYOR

C 7K










Further to our conference call this afternoon, please see the revised draft that incorporates much of what was
discussed.

As directed, this by-law will not cite any statutory provisions within its “Whereas” clauses.

I have left in section 4 of the by-law. If it is felt that such provision is unnecessary or undesirable, you can
remove it.

Regards,
LFL

Leo F. Longo
Certified Specialist
(Municipal Law: Local Government & Land Use Planting and Development)

T 416.865.7778
F 416.863.1516
E llongo@alrdberls.com

Brookfield Place » 181 Bay Street
Suite 1800 - Box 754 .

Toronto ON » M5J 2T9 « Canada
www.airdberlis com
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Privileged and Confidential

PowerStream),

The OEB’s Compliance Bulletin 200601 dated
February 24, 2006 provides as follows;

“This Bulletin is intended to provide guidance to licensed electricity
distributors in relation to compliance with the requirement for
independent directors under section 2.1.3 of the Affiliate

Relationships Code for Electricity Distributors and Transmitters. (the
AIARC").

Under section 2.1.3 of the ARC, a licensed electricity distributor must
ensure at least one-third of its Board of Directors is independent
from any affiliate. For distributors that are “municipal utilities" as
defined in the ARC, this requirement comes jnto effect on July 1,
2006.

The Compliance Office has received a number of inquiries regarding
this requirement and, more specifically, around the meaning of the
word “independent”.

In my view the following persons would not be considered
independent within the meaning of section 2.1.3 of the ARC:

« a shareholder, director, officer or employee of an affiliate;

« where the affiliate is a municipality, the mayor, a member of the
municipatl council, a member of a “local board” as defined in the
Municipal Act, 2001 or an employee of the municipality; and

« an employee of the distributor.”

While “independent” may have a diffc it meaning
in the Shareholders Agreement than the ARC, two
of PowerStream’s appointed directors would
appear not to meet the independence requirement

under s. 4.1(c) if the definition under the ARC is
used.

4.2 Election of Directors. The Shareholders
shall elect the members of the Corporation and
any Subsidiary Board. The Shareholders shall at
all times act and vote their Shares to elect as
directors of the Corporation or a Subsidiary the
individuals nominated as directors, and, if required
by a Shareholder, as contemplated in Section 4.6,
to remove such director(s).

Yes (to extent applicable).













(September, 1997) p. 24 and "Reader's Comment", Municipal World (May, 1998) p. 24. See also Crawford, K.G.,
Canadian Municipal
Government, University of Toronto Press (Toronto, 1954) at pp. 126-132.

32. Walker v, Toronto (City) (1993), 15 M.P.L.R. (2d) 213 (Ont. Ct. (Gen.Div.))"
So the Mayor owes a fiduciary duty to the Board on which she sits.

She also owes a duty to Council to respect the Code of Conduct she signed when assuming
office.

The Council Code of Conduct is attached as Schedule “A” to By-Law No. 2014-042. Relevant
extracts from that Code are highlighted and include the following:

“2. Use of Information

In their decision making process, Members of Council are sometimes privy to
information which may be confidential or controversial such as, but not limited to "In
Camera" meetings. It is imperative that they;

o) Not use confidential information for their personal advantage,

o Not use confidential information to cause detriment or benefit to others,

o) Respect the status of confidential (personnel, legal, property acquisition)
information until the matter ceases to be confidential as determined by Council,
o Understand that they enjoy the same access rights to municipal

information as any other member of the community, unless it is specifically
relevant to a matter before the Council and
o Only release confidential information according to the provisions of the
Municipal Freedom of Information and Protection of Individual Privacy Act.
3. Communications and Media Relations
Members of Council will attempt to accurately and adequately communicate the
attitudes and decisions of Collingwood's Council, even if they disagree with a majority
decision of Council so that;
0 There is respect for the decision making processes of Council,
o) Official information related to decisions and resolutions made by Council
will normally be communicated in the first instance to the community and the
media in an official capacity by the Mayor or designate,

o) Information concerning adopted policies, procedures and decisions of the
Council is conveyed openly and accurately and
o Confidential jnformation will be communicated only when and after

determined by Council.”

A~ ding the closed sion council meeting will be placing the Mayor in a very difficult
situation. She must maintain council confidentiality while owing a fiduciary duty to the
arms-len_ 1 corporation for which e sits as a director.

Which “master” does she serve? Which interest overrides the other? How is she to reconcile
her two competii  duties?

a) nflict of h - “Act , R.8.0. 1990, c. M.50 defines
ry

yir st

» of Act,e 2 Hel | indirect | 1 yinterest ¢







This is where my research stands at present.

Regards,
LFL

Leo F. Longo
(Municipal Law: Local Government & Land Use Planning and Development)

T 416.865.7778

F 416.863.1515
airdberiis.com

Brookfield Place « 181 Bay Street
Suite 1800 = Box 754

Toronto ON « M5J 2T9 » Canada
www.airdberlis.com

Fmriemars sl Bl

This message may contain confidential andior privilesed information and is intendad only for the individual
named. if you are nol the nasned addresses you should noj dissemingte. distibute or copy this emadl. Piease
nctfy the sendér immediately by emalt if you Kavé eosived this emad by misike and deleie $is enall feom vow
systern. Adrd & Berlis LLP may moailor, retain andior reviews emall. Empd iransmission cannot be guaranized 1o
be secure of erorfres as information could be inferceptad, coruplied. jost. destroyed. arive iate orincomplele,
o7 contan viruses. Meither Aird & Blerfis LLP not the sander, thersfore, acoens Kability for any errors or
omissions in the conients of this message. which adse 25 2 resuli of emall rangmission.

Any sdvice comlained in this communication. including arny attachmenis, which may beé Inferpreied as US isx
advice is not intended oF wiltlen 1o be used, and cannct be used, for the purpose of (i} avoiding penaities under
the Internzd Revenue Code: or {ii} promoting, marksting or recommending Ic ancthar pady any UiarsacBon of
maiter addressed i this communication. :

E%Please consider the environment before printing this email.

@ _)‘.a

image001.gif

--—- Message from John Brown <jbrown@cotlingwood.ca> on Sat, 28 Mar 2015 09:54:05 -0400 -----
<Leo Longo' <llongo@airdberlis.com' : To
<Sara Almas <salmas@collingwood.ca :cc
RE: PUC/ Collus Solutions - Services Agreement - January 1, 2003 :Subject
Let’s leave this for Monday Leo,

john

From: igo[ma  ongo€ dber” om]
Sent: saturaayv, March 25, 2015 9:01 1

/ i L )03



