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MCC-001
Regarding:  Response to PSC-009
Witness: Bill Killeen/John Kappes

In response to PSC-009(a) you stated that “Liberty Utilities paid $250 million for the
membership units of Western Water Holdings and assumed outstanding debt of Park Water (on a
consolidated basis). The acquisition was financed with proceeds from a term credit facility issued
on January 4, 2016 for $235 million and cash on hand at Liberty of $15 million. This term credit
facility has an expiration date of July 4, 2017.” Please fully describe the $235 million credit
facility, all of its costs and anticipated costs and provide all documentation concerning it,
including but not limited to prospectuses, offering letters and other communications with lenders
or prospective lenders, security documents, registrations, filings and all reports to or
communications with securities regulators.

Response: Objection. Mountain Water objects to this request because it seeks information
which is not relevant to this matter and information which is protected from disclosure as
confidential and containing proprietary trade secrets. Simultaneously with this supplemental
response, Mountain Water filed a Motion for Protective Order, seeking protection of a Term
Loan Agreement dated January 4, 2016, which is responsive to this request. Upon entry of an
acceptable protective order, Mountain Water Company will file and serve copies of the Term
Loan Agreement in accordance with the protective order and the Commission’s rules
governing confidential information. The Term Loan Agreement provides the terms under
which Liberty Utilities obtained a portion of the cash used to close the Western Water
Holdings transaction. Mountain Water Company does not have any other documents responsive
to MCC-001. The communications between Liberty Utilities and its lenders and prospective
lenders are not relevant to this matter and are not in Mountain Water’s possession.
Additionally, this Term Loan Agreement has been replaced with equity at Liberty Utilities Co. in
accordance with its continued efforts to maintain a 55% equity to 45% debt ratio as described in
response to PSC-009. Therefore, the Term Loan Agreement was designed to be a short term cash
management instrument and not permanent financing to be utilized for the purposes of acquiring
the membership units of Western Water Holdings, LLC.

In responding to this data request, Mountain Water further notes that the Term Loan Agreement
is not relevant to this proceeding and there is no factual or legal basis to assert any relevance to
Mountain Water’s capital structure, cost of capital or water rates in this docket for several
reasons. To start, Liberty Utilities Co.’s purchase of the membership units of Western Water
Holdings LLC did not change the capital structure of Western Water Holdings (the capital
structure of Western Water Holdings remains 100% equity today). Further, Mountain Water’s
current rates were not set and are not based on the capital structure of Western Water Holdings
or the capital structure of the parent company of Western Water Holdings. Rather, Mountain
Water’s existing rates are based on the cost of capital and capital structure of Park Water
Company (now known as Liberty Utilities (Park Water) Corp.). The capital structure of Park
Water has not changed as a result of Liberty Utilities Co. purchasing the membership units of
Western Water Holdings. Even further, the Term Loan Agreement was a short term financing
and was not intended as the long term capital structure or cost of capital for Mountain Water,
Western Water, or Liberty Utilities Co. Finally, Liberty Utilities Co.’s cost of long term debt or



equity is, in part, determined by its ability to maintain creditworthy metrics, including a
conservative 55% equity to 45% debt capital structure.

In response to PSC-001(b), Mountain Water Company answered as follows: “[t]he acquisition
was financed with proceeds from a term credit facility on January 4, 2016 for $235 million and
cash on hand at Liberty of $15 million. This term credit facility has an expiration date of July 4,
2017. Prior to the expiration of this term credit facility, Liberty intends to refinance this term
credit facility with senior unsecured notes and proceeds received through an equity issuance.” In
response to PSC-009(a), Mountain Water Company responded as follows: “As stated in response
to PSC-001, Liberty Utilities paid $250 million for the membership units of Western Water
Holdings and assumed outstanding debt of Park Water (on a consolidated basis). The acquisition
was financed with proceeds from a term credit facility issued on January 4, 2016 for $235
million and cash on hand at Liberty of $15 million. This term credit facility has an expiration
date of July 4, 2017. Prior to the expiration of this term credit facility, Liberty intends to
refinance that term credit facility with senior unsecured notes and proceeds received through an
equity issuance in order to maintain a target capital structure for Liberty Utilities Co. of 55%
equity and 45% debt.”

As noted in those responses, the Term Loan Agreement was short term financing for the
acquisition closing on January 4, 2016 and Liberty Utilities Co. intended to refinance that term
credit facility as appropriate. As noted in the responses above, Liberty Utilities Co. intends to
maintain a target capital structure for Liberty Utilities Co. of 55% equity and 45% debt.

On March 9, 2016, Liberty Utilities Co. retired the Term Loan Agreement on its books through
an infusion of equity. As such, the Term Loan Agreement is no longer on the books of Liberty
Utilities Co.



MCC-002
Regarding:  Response to PSC-009
Witness: Bill Killeen/John Kappes

In response to PSC-009 (b) you stated that: “APUC's Distribution Group (Liberty Utilities Co.)
closed a ‘US $160 million private placement of senior unsecured 30 year notes bearing a coupon
of 4.13%. The proceeds will be used to partially fund the previously announced acquisition of
the Park Water System occurring late in 2015, and for general corporate purposes.’
Unfortunately, the closing on the Western Water merger did not occur in 2015 and, as a result,
Liberty Utilities used the $160 million private placement of senior unsecured 30 notes for
general corporate purposes...” Please fully describe in full detail (including dates) the disposition
and use of this $160 million and provide all documentation concerning the private placement,
including but not limited to prospectuses, offering letters and other communications with lenders
or prospective lenders, security documents, registrations, all reports to or communications with
securities regulators, as well as any modifications and/or amendments to these documents
concerning the changed use of funds.

Response: Objection. Mountain Water objects to this request because it is overly broad, unduly
burdensome, and seeks information which is not relevant to this matter and information which is
protected from disclosure as confidential and containing proprietary trade secrets.
Simultaneously with this supplemental response Mountain Water filed a Motion for
Protective Order, seeking protection of a Note Purchase Agreement dated April 30, 2015,
which is responsive to this request. Upon entry of an acceptable protective order, Mountain
Water Company will file and serve copies of the Note Purchase Agreement in accordance
with the protective order and the Commission’s rules governing confidential information.
This is the only responsive document in Mountain Water’s possession. The Note Purchase
Agreement provides the terms of the private placement notes described in this request. The
communications between Liberty Utilities and its lenders and prospective lenders are not
relevant to this matter and are not in Mountain Water’s possession. Mountain Water Company
does not have any other documents responsive to MCC-002. As stated in response to PSC-
009(b), the proceeds from the Note Purchase Agreement were used by Liberty Utilities Co. for
general business and corporate purposes, including maintaining a target capital structure for
Liberty Utilities Co. of 55% equity and 45% debt. The proceeds from the Note Purchase
Agreement were not used relating to the acquisition of the membership units of Western Water
Holdings.



MCC-003
Regarding:  Investments by Emera
Witness: Bill Killeen/John Kappes

At page 55 of APUC’s 2014 Annual Report to its stockholders (as published in 2015) APUC
states that:

"On December 2, 2014, the Corporation issued 3,316,583 subscription
receipts of APUC at a purchase price of $9.95 per subscription receipt for an
aggregate subscription price of $33.0 million. The investment was made under

- the Strategic Investment Agreement between Emera and APUC, in support of
the acquisition by APUC of Park Water Company in Montana (the "Park
Water Acquisition"). [emphasis added] The proceeds of the subscription are
intended to be used by APUC to partially finance the Park Water Acquisition.
Subject to the adjustments as provided in the applicable subscription
agreement, Emera may convert the Subscription Receipts into common shares
of APUC on a one-for-one basis on December 29, 2015 (the first anniversary
of the closing of the subscription transaction) or the closing of the Park Water
Acquisition, whichever is first to occur.

Conversion of the aforementioned Subscription Receipts into common shares
is conditional on Emera's holdings not exceeding 25% of the outstanding
common shares of APUC at the time of conversion.

As of March 15, 2015, in total, Emera owns 50,126,766 APUC common
shares representing approximately 21.0% of the total outstanding common
shares of the Company, and there are 12,024,753 subscription receipts
currently held by Emera."

a. Please provide a complete copy of the Strategic Investment Agreement between Emera
and APUC, in support of the acquisition by APUC of Park Water Company in Montana
(the "Park Water Acquisition"). This should include the original Agreement as well as all
amendments and modifications, including a full explanation of whether (and, if so, why)
the 25% limitation on Emera’s holdings of APUC’s common shares has been modified or
eliminated. It should also include all filings and/or reports to securities regulators and/or
to APUC’s stockholders concerning the Agreement.

Response: A copy of the Strategic Investment Agreement between Algonquin Power & Utilities
Corp. and Emera Incorporated dated April 29, 2011 is attached as MCC-003(a) (MWC-C). The
Strategic Investment Agreement was filed with SEDAR on October 13, 2011. A press
announcement of the Strategic Investment Agreement between APUC and Emera was filed with
SEDAR on April 29, 2011. A copy of that press release also is attached as MCC-003(a) (MWC-
D). APUC was not required to make any other securities filings with regulators pertaining to
that Strategic Investment Agreement. Public securities regulatory filings relating to APUC may
be reviewed by the MCC at www.sedar.com. There have not been any changes to the 25%
limitation on Emera’s holdings of APUC common shares.




b. Please also fully describe all other investments by Emera under this Strategic Investment
Agreement.

Response: Information pertaining to what other investments Emera has made under the Strategic
Investment Agreement is not relevant to this proceeding and is not reasonably calculated to lead
to the discovery of admissible evidence in this docket. Other investments by Emera under the
Strategic Investment Agreement do not have any bearing on Mountain Water Company.
APUC’s various dealings with Emera are set forth in APUC’s 2011-2014 annual reports, which
are publicly and readily available to the MCC and other parties at:
http://investors.algonquinpower.com/FinancialDocs.aspx?iid=4142273.




RESPONSE NO. MCC-003(a)

ATTACHMENT MCC-003(a) MWC-C)



STRATEGIC INVESTMENT AGREEMENT
hetween
ALGONCGUIN POWER & UTILITIES CORP,
- and -
EMERA ENQURP{J‘[M‘I‘RH
DATED as of April 29, 2011
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STRATEGIC INVESTMENT AGREEMENT

THIS AGREEMENT made as of April 28, 2011

BETWEEN:

ALGONQUIN POWLER & UTILITIES CORP., w corpovation incorporated
wieder the bows of Canada (CAPUC)

- anid -

EMERA INCORPORATED, a corporation incerporated under the lows of
the Provinee of Nova Sceotin (“Emera™)

HACKGROLIND:

A

.

.

[,

On Aprit 22, 2009, APCo and Binera entered into the APCo Shareholder Agreement and
the Calpeco Apresmients (cach such terny, as defined below) pursuant to which Emera US
Holdings Ine., a wholly-owned subsgidiary of Emern, amnd Liberty Energy Utilities Co.
{formerly Liberty Electric Co., as assipnee of Algonguin Power Fund (America) Inc. and
s wholly-owned subsidiary of APUC) own 4 49.999% and 50.001% interesy, respectively,
i California Pacific Utility Ventures, LLC (“Calpeco Holdeo™), which was established
10 acquire and did acquire, through its wholly-owned subsidiary, California Pacific
Flectric Company, LLC (“Calpeco™), cestain electrical distibution assets and related
penerating assets of Siema Pacific Power Company ("Sierra Pacific”) pursuant 1o an
asset purchase agreement dated Apsil 22, 2009 between Sivrra Pacitic and Calpeco, (the
“Calpeco Transaction™),

Pursusnt o the APCo Sharcholder Agrecment, APCo issued o Hmern subseription
receipts entitling Emera to scquire Connmon Sharves (as delined below). On lanuary 1,
2011, such subseription receipls were exchanged for 8,523,000 Corumon Shares and the
proceeds of issuanee of the subscription receipts were used by APUC to partially finance
the Culpeco Transaction, Dmera also agreed under the Calpecn Agresments to contriibule
49.999% of the eguity portion of the financing reguired to complete the Calpeco
Transaetion.

Under the APCo Sharelolder Agreement aud pursuant o the Subseription Agreement
dated as of the date bereof between APUC and Eusera providing for the issue and sale to
Emera of subseription receipts of APUC exchangeable for 12,000,000 Common Shares
(the “2010 Subscription™), as applicable, Tmura may acquire wp o 153% of the total
outstanding Conunan Shares, with anti-dilution vights allowing Emera to maintain this
interest, Fmera wishes to inercase its holdings in APUC above 15% for investment
PLUITIOSCE,

The Parties wish to miake certain commitments (o each other in respect of the joint pursuil
of business opportunities relating to renewable power projects and electrical and natural
gas local distibution companics,

LB 1



E. This Apreement sets forth (i) the termis and conditions wpon which Finera may acquire
additiona! Conumon Shares, (i) cettain commilments of the Parties in respeet of the joint
pursuit of cerlain investment opportunities and (i) certain rights and obligations of
Lmera as a holder of additiona] Comnmion Shares,

NOW THEREFORE THIS AGREEMENT WITNESSES that in considerstion of
ihe premises and the mutual covenants and aprecments herein contained, and for other good and
valuable consideration, the receipt and sufficiency of which are hereby acknowledged by the
Parties, the Parties aprec as follows:

ARTICLE 1
INTERPRETATION

{1 Definitions

Whenever used in this Agreement, unless there is something in the subject matter
or context inconsistent therewith, the following words and pluases shall have the respective
meanings ascribed to theny as ialhm,sa

"15% Holding” means 15% of the ontstanding Common Shares.

"25% Threshold” means, at any particular date, 25% of the Common Shares issued and
owtstanding at such date and for cortainty, shall not nclude Common Shaves into which
Convertible Securities are convertible or Conunon Shares reserved for issuance i respect of
options grasted APUC to the Board of Directors oy management.

“Additional Sluwres™ yeans any Common Shares held by Bmeva from time to lme iy excess of
the 15% | Imidmgﬁi including any Common Shares acquired by Emera under Articls 4 (including
upon exercise or conversion of any Convertible Securities issued under Article 4),

“Additionsl Securities” means any Addilional Shargs and Convertible Seeurities held bg; Emera
fronm time to dme inexcess of the 15% Holding.

“Alfilinte” means, with respect to any Person, any other Person who direcly or indirecly
Controls, is Contrelied by, or s wnder diveet o ineirect common Control with, such Person, and
includes sny Person in ke velation wan AlTlsle.

“Agrecment” mueans this Strategic lnvestiment Agreement, as it may be amended, restated or
Im“th{:c,d from time to tme,

“APCY" means e‘h‘igm*xquin Power Co, (Tormaerly kuown as Algonguin Power Tncome Fund), o
trust of which APUC, divectly or indirectly, holds all of the mamamﬁmg units, and which owns
and operates, throuph its Subsidiardes, APUCs renewsble power generating As5E18,

“APCo Sharcholder Agreement” means the Subseription and Unitholder Agresment dated
April 22, 2009 between APCo, APUC and Emera, as amended,

LEARNEL 14



“Applicable Securities Laws” means the securities acts, rules, hstruments, ordets, publisted
policy stalements and notices of the securities repulatory authorities of the provinees amd
territories of Canada and any other jurisdiction, and the rules of any stock exchange, including
the TSX, in each case whicl may be applicable to the Person or the tansaction in question.

CAPUCT hay the meaning aseribed to such term in the opening paragraph to this Agreement.

“Aveas of APUC Pursuit”™ means (1) Non-Rate Base Power Projects including Development
Projects (other than Development Prajects located within the service territories of Emera or its
Affiliates), Small US Electrical LDCs and 18 Natwal Gas LDCs and (1) Rate Base Power
Projects within the service territory of APUC or any of its Alliliates, Contiguous US Electrical
LIDUs and Transmission Mrojects, each as relmed w APUC or any of ils Affiliates.

“Arveas of Ensera Pursuit™ means (i) Large US Blectrical LDCy (i1) Development Projects
located within the service territories of Fmera or s Adfiliates; (1) No-Rate Base Power
Projects, including Development Projects, located within the Province of Newfoundland and
Labrador, and {iv) Rate Bage Power Projects within the service territory of Emera or any of its
Alliliates, Contiguous US Eleetrival LDCs, and Transmission Projects, each as related to Emera
or any ol ils Alfilaws,

“Board of Dircetors” means the board of divectors of APUC from time 1o line.

“Business Day™ means a day, other than a Saturday, Sunday or statutory holiday, on which the
banks located in Cntarko and Nova Scotia are open for business,

“Calpeea” las the meaning ascribed to such term iy the recitals to this Agreement.
“Calpece Holdeo” mweans Califona Pasilic Unility Ventures, LLC.

"Calpecn Agreements” means the Subscription Agresment dated Apeil 22, 2009 among
Algonguin Power Fund { Aanerica) lne. (as assigned to Liberly Blectiie Co.), Emera US Holdings
Ine, and Calpeco Holdeo and the Operating Agreement of Calpeco Holdeo dated April 22, 2000
between Algonguin Power Fund (America) Tne. (as assigned to Liberty Blectie Co.) und Emera
LS Holdings e,

“Calpecs Transaction™ has the meaiing aseribed to such term in the recitals 1o this Apreement,

“Calpeco Transactiog Shaves™ means any Common Shares acquired by Emers pursuant to the
tranzactions cantemplated by Schedule B,

“Change of Control Trausnetion™ mcans a tike-over bid, arangement, reorganization, merger
or oiheer ransaction pussuant w wiicl a thivd party acquires Condrol of APUC,

“Convmitted Platform” means, in respect of Non-Rate Base Power Projects, APCo, and in
respect of US Blectrical 1LICs and US MNatral Gas LDCs, Liberty Energy, or in each case, sueh
other Subsidiary of APUC as may be desipnated by APUC from time 1o tine,

I




“Comnton Shares” means the common gharves of APUC,

“Countignous US Eleetrical LDC" for a particular Party, means an electric utility |ocal
distribution company located in the United States or Canuda which bas g utility secvice territory
that 15 penerally geographically contipuous with the service territory of one of such Party's (or

any of such Party's Subsidiaries) regulated electrie distribution utilites iy the United States or
Canada.

“Control™ means, with vespeet a Person {the lirst Person), e possession by another Person,
direetly or indirectly, of the power Lo direet or cause the direction of the management snd
policies of the [irst Person, whether through the owneeship of voting securities, by contract or
otherwize; and the term “Controlled” and shimilar tenms shall have comresponding meanings.

“Convertible Seeurities™ means dny securities convertible or exchangedble into, or otherwise
carnving the vight to acquire, Conmmon Shares.

“Development Projeets” means a Non-Rate Base Power Project which has not yet been
copstructed or commissioned.

“Emera™ has the meaning ascribed to such wrmy i the opening paragraph to this Agreenient.

“Emers Holdings” means the number of Common Shares held by Emera plus the number of
Comumon Shares inte which any Convertible Securities held by Fmern are convertible,

“Lssunnee” bas the meaning aseribed 1o sucl term in Section 4.1,
“Joint Pursuit Notiee™ means a written notice genevally deseribing a Potential Oppottunity.

“Large US Electrieal LDCY means an electric wility local disteibution company located in the
United States baving, at the relevant time, an enterprise value of greater than U.S. $250 million.

“Liberty Energy" means Liberly Energy Utilities Co,, the wholly owned Subsidiary of APUC
owning and operating, directly and indivectly, APUC's regulmted electrical and natural pas
distribution utility assets.

“Noi-Qualified Opportunity” has e meaning sseribed w sucl term in Section 3.1,

“Non-Rate Base Power Projects” meang independent renewsble electrical power generation
projects in the United States and Canada, the assets of which are not, for greater cerlainty,
sulbject (o ulility rate base caleulations or regulated taclfl with any utilities commizsion or similar

authorily,

“Other Non-late Base Power Project” has the meaning sseribed to sueh tenm in Seclion
32

“Operating Pacilities” meuns that pordon of a Qualified Opportunity related to existing
penerating fuoilities whicl are operationsl,

RO T



“Party” means APUC or Emera,

“Person” means an individual, Hrm, trust, partnership, limited partnership, company or
corporation {with or without shave capital], joint venture, sole proprictorship, govermmental
authorily or other entily of any kind.

“Potential Opporhunity” means & legitimate and credible business opportunity fve nvestment
by APUC in an apportunily related to (i) an Avea of APUC Pursuit; or (1i) at the sole discretion
of Emera a Non-Rate Base Power Project including a Development Project located within the
service territories of Bimers or its Afliates,

“Qualified Opporvtunity” bas the meaning aseribed (o such term in Section 3.2.1,

"Rate Base Power Projects” for a particular Party, means renewable electrical power generation
projects located within the service ferdlories of such Party’s {or any of such Parly's
Subsidiaries’) regulated utilities in the United States or Canada, the assets of which would be
subjeet to wiility rate base caleulations with the applicable utilities commission or similar
authority.

“ROFR" means the rights of st refusal st foetli in Section 4.1,

“Sharcholder” meaans o holder of one or wore Conunon Shares,

“Sharehulder Rights Plun” means the sharcholder dehts plas agreement between APUC and
CIRC Melon Trast Company dwted June 9, 2010, s the same may be amended, restated oy
replaced fram time to time,

“Suall US Blectrieal LDCY means an electric utility local distribution company located in the
Linited States having, at the relevant thuae, an enterprise value of less than or equal 1o LS, $250
million,

“Subjeet Unit™ has the meaning ascribed to suel term tn Seetion 11 of the APCo Shareholder
Agreement.

“Subsidinry™ mesns, in respect of any Person, an AlHale which is dvectly or indirsctly
Controlled by sueh Person.

“Trausfer” includes any sale, exchange, assigmiment, gifl, bequest, disposition, morlgage,
charge, pledge, encimbrance, grant of secwrity interest or other arrangement by which
possession, lepal tithe or benelicial ownerslip passes, directly or indirecty, from one Pewson 1o
another, or to the same Person in a different eapaeity, whether or not voluntary and whether or
not for value, and any agreement to effect any ol the foregoing; and the tenns “Transferred”,
“Transferving” and similor terms shall have coresponding meanings.

“Transmission Project” for a particular Party, means transmission lines and associuted facilities

located within or contignous with the service territories of sueh Party's (or any of such Party's
Subsidiaries"y repulated wilities in the United States or Canada, the assets of which would be
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subject to wtility rate base culeulations or regulated wills with the applicable utilities
corission ar similar anhority,

TS means the Toronto Stock Exchange,

“United States™ means, for the purposes of this Agregment, the lorty-eight contiguous States of
the United States of America on the Continent of North America, eacli such State’s terrilories

and possessions, and the District of Columbia.

“US Natural Gas LDC” miean w natwal gag local distibulion company located in the Unticd
States.

[.2 Gender and Nuniber

Words nuporting the singulay munber only shall inelude the plural and viee versa, words
mmporting the masculine gender shall include the feminine gender and words importing
individuals shall include all Persons and vice versg,

1.3 Currency

Unless otherwise specified, all dollar amounts in this Apreement, including the symbol 87, arg
expressed in Canadian dollars.

1.4 Subdivisions and Headings

The division of this Agreainent into Articles, Sections, Sehedules and ntler subdivistons and the
inclusion of heudings are for convenience of reference only and shall not affect the construction
or interpretation of this Agreement. The headings in 1his Agrecment sre not intended to be full
ot precise deseriptions ol the text o which they refer. Unless something in the subject matter or
context is inconsistent therewith, references herein to an Adicle, Section, Subsection, paragrapli,
clanse or Schedule ware (o the upplicable article, section, subsection, parageaph, clavse or schedule
of this Agrecment.

1.5 Words of Inclusion,
Wherever the words “include”, "nchides™ ar “including” are nsed in this Agreement, they shall
be deemed (o be {ollowed by the swords “without limitation™ and the words following “include”,

“Irctudes” or Yineluding™ shall not be considered 1o set forth an exhaustive Hst

ARTICLIE 2
SCHEDULES

2.1 Deseription of Sehiedules

The following wre the Schedules attached W and incorporated in this Agreement by reference and

deemed o be & part hereof

(SR
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Schedule A - IV Opportunity Terms and Conditions
Schedule B - Calpeco Transaclion
ARTICLE 3

MUTUAL BUSINESS COMMITMENTS
Relationship between the Parties

Subjeet to the terms and conditions hereof, APUC and Emera shall use (heir
commercially ressonable efforts o jointly pursue Qualified Opportunities for
ivestment, tneluding sharing market ntellipence and business developrent
leads.

fa)  To the extent Emcra becomes aware of a Polential Opportunity in the
Ageas of APUC Pursuit, Emera shall bring the Potential Opportunity to the
attention of the APUC by way ofa Joint Pursuit Nolice,

(b To the extent APUC becomes aware of an opportunily in the Areas of
Ewmera Pursuit, APUC shall bring such opportunity to the attention of the
Emera by way of a writien notice to Emera geverally describing such
opportunity.

Lxcept g expressly provided in Section 3.1.3 ar 3.1.4, the Paries shall pursue
investiment  opportunities in accordance  with  the  Tollowing  principles  and
understandings:

{a) Eumera shall not tnvest m, or divectly or indirectly own or invest in any
Person (other than APUC or any of its Subsidiaies or a joint venhure or
partnership with APUC orany of its Subsidiaries) engaged in, the Aveas of
APUC Pursuit,

(by  APUC shall not lvest i, or diregtly or indirectly owi or invest in any
Person {other than a joint venture or parinership with Emera or any of its
Subsidiattes) engaged in, the Aveas of Emera Pursuil.

{c) To the extent a Qualified Opportunity reluted (o a Non-Rale Bage Power
Project exceeds a total enterprise value of $500 million and the investment
requirement in respeet of sueh Qualified Opportunity is determined by the
Board of Directors o be unacceptably large for APUC, the investiment into
such Won-Rate Base Power Project (being an “Other Non-Rate Base
Power Project™) may, as the Parties may mutually agree, be restruetured
such that;

{1} the Development Project portion of such Qualified Opportunity
shall be pursued by APUC and
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{e)

(i) provided the Parties have agreed to divectly co-invest in such
Cualified Opportunity in equal percentages, the Operating Facility
portion of such Qualified Opportunity will be pursued on & joint
venture basis between Emera and APUC on substantially the terms
and conditions deseribed in Schedule A - 1V Opporunity Terms
and Conditions.

or in such other manner as the Parties may mutaally agree,

APUC will provide Emera prior written notice i 11 intends to pursue the
acquisition of myy Non-Rate Base Power Froject that is not a Development
Project within the service territory of Emera or any of its Affiliates;
provided that if Entera gives written notice to APUC (within ten (10) days
of receipt of the notice fom APUC) requiting APULC pet to pursue sucls
acquisition, APUC agrees that iCwill thereafler not pursue sueh acquisition
and Emera will be entitled to pursue such scquisition.

APUC and Bmera shall cooperate to jointly develop strategies to leverage
the currently highly taxable position of Emera and itz Affiliates in order to
maximize the value of wx deferrals 10 such entities available through
investmend in Qualified Opportunities in Non-Rate Base Power Projects,

Mothing in this Agrecment shall vestrict:

{a)

#

e

pursuil, ownership, expangion or investimenl, Jdirect or indireet by either
Party, in any projects which are owned or in respeet of which a binding
commitment to purchase or invest las been entered into by the Party, orin
which the Parly has an interest, on the date hereol and the provisions of

sections 4.1 and 3.2 shall not apply to any such activity;

pursuit, vwnership or investment, direct or indirect snd solely vr with one
or mwre thind parties, by Emera or any of its Aftilistes and the provisions
of Sections 3.1 and 3.2 shall not apply Lo any such activity:

(1) inopportunities related o Aveas of Emera Pursuit;

(i} inopportunitics cutside of Areas of APUC Pursuilt; or

(1) as u passive lovestor, in up 1o 5% of the outstanding publicly
traded shares or other securilies of any elass of any ssuer listed on
a recognized stock exchange whose primary business relates to an
Aren ol APUC Pursuil;

pursuit, owneeship or investment, direct or indirect and solely or with one
or more thivd parties, by APUC or any of its Alliliates and the provisions
af Seclions 3.1 and 3.2 shall notapply to any such activity:
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{i) in opportunities related to Aress of APUC Pursult;
iy inopportunities owtside of Areas of Entera Parsuit; or

(it} as u passive fnvestor, inoup to 5% of the owlstanding publicly
traded shares or other seeurities of any cluss of any issuer listed on
a recognized stock exchange whose primary business relates to an
Aren of Bmera Pursuit)

a Party from, divectly or indirectly, engaging in, or owning or investing in
any Person engaped in, any operating or other business opportunity which
is & Non-Qualificd Opportunity from and after (he earlier of (i) the date on
which Fmera receives a Notice of Determination in respect of the
applicable Potential Opportunity, and (i) the expiry of the Determination
Period 1o respect of the applicable Potential Opportunity;  provided,
however, that aueh Party miay not in the pursuit of such Non-Oualified
Cipportunity use any fnfonmation provided by the other Party ander this
Article 3. Mothing in this Section 3.1.3(d) shall prevent such Parly from
using or disclosing information which (x) is at the time of disclosure 10
such Party or thersalter beeores gencrally available to the public, other
that ay o result of o disclosure by such Party, (v) was or is received by
sucl Party on o nonecontidential hasiz i the source of such information is
ol known 1o such Parly 1o be prohibited from disclosing e information
by 1 conlidentiality agreement or (&) was known by sueh Party prior to
any disclosure by the other Party of such informetion under this
Apreement;

a Party or any of its Affillates (0 “Permitted Party™) from acquiring any
business or Person as an integral part ol s larger Transaction or sequisition
of & business, Person or group of Persons, or the entering info of a joinl
vonture of any other wrangemen! with one or more other Persons, 1o the
extent that the acquired business or Person or awrangement does not
predomiiantly engage in (1) i the Permitted Party is Emera or any of iy
Afliliates, Areas of APUC Pursuit, and (i) if the Permived Pacty is APUC
or any ol ity Aftiliates, Areas of Bmera Pursuit; and

for prealer certainty, (i) Emcra shall not aequire Commion Shaes or
Convertible Securities such that the Emers Holdings exceed the 25%
Threshold; (3} if Emera Holdings equal or exceed the 25% Threshold, this
Agreement will remain in effect inall respects (and the ROFR, subject to
the: terms set out In Section 4.1, will comtinue 1o apply to lssuances
therenfiery, (iify if, alter Bmera Holdings equal or exceed the 25%
Threshold, additions! Common Shares are issued therealier such that the
Fmera Holdings are less than the 25% Threshold, Emers shall be
permitted o aoquire, throuph oper market purchases, Coingoon Shares
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and/or Convertible Securities from lAme to time, in amounts such (hat
Emery Holdings may equal the 25% Threshiold.,

The Partics ucknowledge and agree thet (1) affiliates of cach Party are subject to
provincial, state and federal laws and may be required 1o propose and construct
transmission identified in planning studies pursuant to sueh laws, (i) Affiliates of
cach Party may be ordered by provineial, state and fedesal regulatory bodies o
construet runsmission to address bulk power reliability fssues, reduce congestion,
integrate new energy resources, address native load growth or facilitate other
regulatory or public interest goals, and (i) Affilimtes of each Party may he
required, subject (o statutory, regulatory or common law legal requirements or in
sccordance with good wility practice, o consider and undertake or otherwise
participate in the development of tansmission Facilities on, to or for their
transmission systems. Each Party scknowledges and agrees that compliance by
the other Party’s Affiliates with any such obligations shall not constitute a
violation of Section 3.1.2.

Determination of Qualified Opportunities

I this Agreement:

(@)  “Non-Qualificd Opportunity” means a Potential Opportunity which is (1)
determined by the Bowd of Directors to be a Non-Quulified Opportunity,
o (i) deemed 1o be a Non-Oualificd Opportunity putsuaint to Section
3.2.2; and

(Is} “Qualified  Opportunity” sueans a Polential Opportunity  which s
determined by the Board of Direcloos to be o Qualified Opportonity.
Without in any way fettering the discretion of the Board of Directors, it is
anticipated that a Potential Opporfunity in respect of which the business
intelligence, perticipation. and support of Emera will meaningfully
mpprove the possibility of successful exploitation would be determined to
be a Qualitied Opportunity,

Prior w delivery of a Joint Pusuit Wotice, Bowea and APUC shall discuss
potential opportunities which may qualify as Potential Opportunities 1o determing
their suitability w the Partics.  Following receipt of a Joint Pursuit Notice, the
Board of Directors shall determine whether the Potential Opportunity referenced
therein is a Cualified Opportunity or a Noo-Qualified Opportunity, APUC shall
provide written notice (1 “Notice of Determination™) to Bmern prompily
following the mesting of the Board of Directois at which such Joint Pursuit
Motice is dizscussed, a3 w the Board of Divector's determination in respect of such
Potential Opportunity detailed in the Joint Pursuit Notice,  If APUC fuils to
provide such notice within forty-five (43) days (the “Determination Period”) of
Emera giving to APUC a Joint Pursuit Netice in respect of such Potential
Opportunity, such Potential Opportunity shall be deemedd 1o be a Non-Qualified



Opportunity,  During the Determination Period, APUC will not, divectly or
indirectly, disclose to, or discuss with, say Person (other than advisors to and the
directors, officers and employees of APUC ar its Subsidiaries who have a need o
krnow such wnformation for purposes of enabling the Board of Direclors
determing whether sueh Potential Opportunity is a Qualified Opportunity or Non-
Quialitied Opportunity) any confidential information provided by Emera w APUC
regarding the applicable Polential Opportunity.

3.2.3 [F the Board of Directors detenyines that the Potential Opportunity is a Qualified
Opportunity, Brmera’s rights under Article 4 shall apply,

3.3 Cooperation Opportunities in Aveas of Emera Pursuit

If AFUC wishes to pursue a business opportunity within the Emera Areas of
Pursuil, it shall communicate its interest in sucl oppartunily to Bmera and Emera and Algonguin
shiall consult with each other to determine whether there is any mutually amenable method of
cooperating with respeel 1o such opportunity,

34 Construction and Evergy Trading Services

(&) APUC and its Affiliates will not develop, own, manage, operate or contral quy
ulility construction or wholesale energy trading, energy management of gas tansportadion or
storage services businesses thal compete with services curvrently provided by Emera Energy
Services Inc, andfor Ewera Utiliy Serviees Ine; provided that APUC*s Affiliate which carries
on an energy trading business shall be penwitied to continue to carry on such business as
currently conducted and APUC shall be permitied to own and operate & wholesale energy trading
business which predominantly serves the internsl cnergy trading, energy management or gas
fransportation or storage service requirenents of the assets of APUC and its Affiliates, whether
now owned or subsequently acquired (b) hin respect of any Qualified Opportunity, itis agreed tha
to the extent that APUC elects to procure ulility construction services, energy trading services,
emergy management services or gas transportation or storage services which Ewmera Enecgy
Services Inc. or BEmera Udlity Services lne. i3 qualified o provide, APUC shall, to the extent
reasonably practicable, discuss the requirements with Emera’s Affiliate and offer such atliliate
al opportunity 1o make a proposal to fulfill APUCs requitements for such serviees and APUC
agrees W give such proposal due consideration,

ARTICLE 4
RIGHT OF FIRST REVUSAL
4.1 Right of First Retusal
From tme to thee, as APUC pusues Cualified Opportunities developed in
conjunction with Emera pursuant to Article 3, and in respect of which APUC wishes to issue (an

“Issuance”) additional Common Shaves or Convertible Seeurities, subject to any approvals
required under Applicable Secwities Laws (including TSX approval, il vequired):
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{2} if the Fmera Holdings are less than the 25% Threshold, Emera shall have a
right of [irst vefusal (Le. pre-emptive right) to subscribe for up to 100% of
such new securities issued, inan amount 1o bring Emera Holdings up o
the 25% Threshold; and

(by  Emera shall have a dght of fest refusal o subiseribe for up to 25% of the
balance of such new securities issued,

sitlject at all times to Hmera Holdings being less than or equal 1o the 253% Threstold,

For greater certainty, (i) if an Issvance which the Board of Directors defermines is
anticipated o be in whole or in pait related W one or more Qua’iiﬁcﬁ Opportunities oceurs before
the acquisition or development of ane or move Qualified Opportunities, the ROFR shall apply to
the portion of such lssuance which the Board of Directors determines is anticipated to be related
to one or more Qualified Opportunities; and (it) i an Issuance relates in pat 1o one or more
Qualified Opportunities and in part to Non-Qualified Opportunities or other purposes, the Board
of Directors shall determine the portion of such Issuance which relates to one or more Qualified
Oppartunities and the ROFR shall apply o such portion of the Issuance,

I APUC eleets not to effect an [ssuance 1o {mmwméun wiih a Qualitied
Opportunity or eleets to fund a Gualified Opportunity in whole or in part ebi then, APLIC
shall provide writicn notice (an “Election Notice™ to Emers of such a&mlmﬁ eaa?ﬁ:fl Enera shall b
entitled, but not obligated, (o purchase Cononon Shares in the public market at any tme prior lo
90 days after APUC makes {ls investment in such Qualified Opportunity in an uggregate nunber.
of shares equal to or less than the lesser of (1) the amount which would result i its holdings
being equal to the 25% Threshold; or {n} a number of shares equal (o fifty percent (50%%) of the
agpregete investment made by M’Uf“ in such Qualilied Cpportanity divided by the overage

cloging price of the Common Shares Tor the 20 days preceding 1he investment in sueh Qualificd
Upportunity.

Fmera shall also have the dght 1o purchase additional Common Shares from lime
1o tieme through the public markets, provided that the percentage ownership of Common Shares
held by Fivera and its Affilintes after completion of such purchases, being the number expressed
as @ percentage by multiplying (A) the guotient obtained by dividing (1) the Emera Holdings after
completion of ‘a:uch m‘m:h%m by (it} the number of Common Shares issued and outstanding at
that time, by (B) 100 does not exceed the highest percentage ownership of Commuon Shares held
by HEmera and its Affiliates in compliance with this Agreement (and subject always to the 25%
Threshold) prior to such date and caleulated in the manner set forth above,

4,2 Terms apmd Conditions

AL any time when APUC s contemplating an lssuance which would be sulbject 1o
fhe ROFIR, APUC shall provide written notice of such Tssuance to Emera and Emera shall have
ten (10) Business ﬁ*i}”& thereatter i whicl to advise APUC in writing whether ov not i€ wishes 1o
erercise its ROFR in whole or in part. If the exercise of the ROFR requires any regulatory
approval, APUC shall use its reasonable efforts o oblaiv such approval in a timely manner and
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Frnera agrees to use ity reasonable efforts 1o cooperate and assist APUC in obtaining such
approval. Any subscription by Emera for Common Shares or Convertible Securities under its
ROFIX shall be on the same tenus and conditions as APUC proposes to offer to third party
purchasers of such sceurities.  Without limiting the [oregoing, any such subseription shall be
wmg;lﬁtﬁd pursant to a subs rmptmn agreenient seithyg out such representations, we arranties and
covenants as are customary in private placements of the sccurities of a reporting issuer in
Canada. Any purchase of Common Shates or Convertible Securilies pursuant to Seetion 4,1
shall be subject w applicable Securities Laws, including any reguirements of the TSX, and
Fmers agrees to mmp]y with Applicable Securities Laws in exercising its rights under Section
4.1,

4.3 Sharcholder Approval

APUC shall, at its next annual meeting of Shareholders, request that Shareholders
pass resolufions approving {:’1) am issuanee pursuait to this Apreement of Common Shares or
Convertible Securities which would cause the total holdings by Emera of Conumon Shares on a
fully diluted basis to exceed 19.99% of the tatal Common Shares outstanding on a fully diluted
3}&31:&, subject to the 25% Threshold, (b) any issuance of Calpeco Transaction Shares, and (c) the
waiver of the applicable provisions ol the Shareholder Rights Plan in respect of the issuance of
seeurities approved undw the regolution deseribed in elause (a) or clause (b) sbove. In
connection with the foregoing, APUC shall include its vequest for the approval of such
resolutions in the potice of meeting and management information cireular prepared for such
meeting, which cireular shall include the recommendmion of the Board of Directors that
Shareholders vote in favour of such resolutions,

4.4 TSX Approval

APUC shall make such Glings with the TSX as are necessary (o oblain conditional
approval of lssuances to Emera, pursuant to the ROFR, including 1o the extent following any
such Issuance(s), Hmera's holdings of Common Shares on a fully diluted basis would exceed
19.99% ol the 1ota] Common Shares outstanding on a fully diluted basis,

4.5 Tmipaet o APCo Shareholder Agrecment

Bmea's right lo gequire, and the issuance and acquisition of, Common Sluaces
under Section 4.1 and the issuance and acquisition of any Calpeco Transaction Shares by Hmera
shall each constitute an exception to Emera’s standstill obligations under Sections 8.4(a), (d) and
{e) (as 1 relates 1o Sections §4{a) and (d)) and w the provisions of Section 8.5 {other than
Section 8,500 with respect to, Common Shares that are not Additional Shares) of the APCo
Sharcholder Agreement, including the 15% Holding.

PERRGE 4




4.6 Share Buybaclks

In the event of a Common Share buyback, whether pursuant & vedemption, parchase
[or cancellation, issuer bid or otherwise, Fmera agrees to participate in same on terms identical
10 that offered to other shareholders such that it will not excesd the 25% Threshold after
completion of sueh Common Share buvback,

ARTICLIE 5
RIGHTS AND OBLIGATIONS WITH RESPECT TO THE ADDITIONAL SHARES

31 Voting Rights and Covenants

3
3

Emera agrees that, to the extent permitied by applicable taws, il shall:

511 ~ not exervise any votes attached o Additional Shares against or withhold from
voting with respect to the nominees for election to the Board of Directors put
fonth by the Board of Dirvectors {with the exception of any nominess put forlh by
an Emera affiliated Board member); and

LM%

1.2 exercise any votes attached to Additional Shares in favour of all other matters
reconunended Tor approval by Shareholders by the Board of Directors with
respect Wy

{a}  all corporate matters requiring shareholder approval, such us amendments
o APUCs articles of eorporation or & Change of Control Transaction;

{by  all stock exchange matters vequiring sharcholder approval, such as a
private placement when the shares issuable constitule greater thun 25% of
the Comunion Shares outstanding, on a pon-diluted basis, prior o closing
und the price per share is less than the macket price; and

(c) all other matters for which Shareholder approval s sought,

provided that Section 5.1.2 shall not apply (A) in connection with any matter in which Emera is
aot treated identically to all other holders of Comuon Shares in Canada or (B} any matter which
is an unsolicited offer for Commson Shares i respect of which the Board of Directors has made
no reconunendation, Further provided that with respeet w Section 5.1.2, in connection with any
transaction which would be materially prejudicial to Emeya’s interests, Emera shall not be
regquired Lo vote such shares in Bavour of such matter and the Parties agree that such shares are
not 1o be counted for the purposes of such vote,

5.2 Restrictions on Transfer
(a)  Bxcept ay gel forth In Section 5.2(0) or pursuant to Applicable Secuyitics

Laws Additional Securities shall not be subject to any reshictions on
Transfler,

L



(b

{e)

Fmera shall not Trausfer any Additional Shares or Additional Securities 1o
a single purchaser or group of purchasers acting jointly or in concert, if
after such Transfer such purchaser or purchasers, will Beneficially Own,
together with Conunon Shares currently Beneficially Owned and publicly
disclosed o be Beneficlally Owned by such purchaser or purchasers plus
Comunon Shares into which Convertible Seeurities Beneficially Owned
and publicly disclosed to be Benelicially Owned by such purchaser or
purchasers may be converted, exercised or exchanged, 15% or more of the
Comman Shares, where “Beneficially Owned” hey the meandng set forth
in the Shareholder Rights Plan, except lo the extent that the Board of
Directors has approved aoy such Transfer or such Transfer is made
purstant to @ recommendation by the Board of Directors that Shareholders
tender or deposit Commaon Shares in connection witl a Change of Contral
Transaction.

Motwithstanding Section 5.2(a) and Section 5.2(b), Buera may, at any
tie, Transfer Additional Sevurities (i) to the extent that the Board of
Direstors has approved any such Transler, (i) such Transfer is a tender or
deposit of Common Shaes in connection with a Change of Control
Transaction, provided that the Board of Directors bas not recommended
that holders of Conunon Shares not sceept, vote in favour of or tender to
the Change of Control Transaction, (i} to an Affiliate of Emera who
aprees in writing 1w be bound by the restrictions hereunder applicable w
Fmera at the date of such Transfer.

5.3 Nominnting Committee

FHmera will be permitied to make proposals cuncerming potential nominees for the
Board of Dhrectors from thine to time 1o the nominatng comumittes established by the Board of
Directors and APUC will cause its nominating conumities to consider such proposals as pat of
its mandate. For certainty, nothing contained herein shall abfigate the nominating commities to
reconunend any potential nominees advanced by Biera to the Board of Divectors,

ARTICLE 6
OTHER CONSIDERATIONS

6.1 Calpeco Transaction

ey and APUC shall negetiate in pood faith an agrecment for the sale o APUC
ot the interest held by Eimera in Calpeco, substamially on the terms set oul in Schedule B —

Calpeco Transaction.
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ARTICLE 7

REPRESENTATIONS, WARRANTIES AND COVENANTS OF EMERA
Representations, Warranties and Covenants of Fera

Uy exeouting this Apreement, Bmers represents, warrants and covenants 1o

AP, and acknowledpes that APUC is relying thereon, that:

8.1

Emera is a valid and sobsisting corporation and has the necessary
corparate capacity and authority to execute and deliver this Agreement
and to ebserve and perfomm (s covenants and oblipations hereunder;

this Apreement has been duly awthorized, executed and delivered by
Ewera and constitutes @ lagal, valid, binding and enforceable obligation of
Emera, subject, however, 1o the customary limitations with respect to
bankruptey, insolvency or other laws affecting creditors’ vights genevally
atul 1o the availability of equitable remedies; and

the entering into of this Apresment and the completion of the transactions
contemplated hereby will not result in a vielation of any of the terms and
provisions of any law applicable to Bmers or any of U constuting
documents,

ARTICLE S

REPRESENTATIONS, WARRANTIES AND COVENANTS QF APUC

Representations and Warranties of APUU

¥

APUC hereby represents and warrants to Linera, and acknowledges that Emers is

rebying thereon, as Tollows:

1

e

HE

APUC s a valid and subsisting corporation and has the necessary
corporate capacity sod authority to execute and deliver this Agresment
and 1o observe and perform its covenants and obligations bereunder;

this Agrezment has been duly asthovized, execoted and delivered by
APUC and constitwtes a legal, valid, binding and enforceable obligation of
APUIC, subject, however, 1o the custormury limitations with respeet to
bankruptey, insolvency or other laws affecting creditors’ rights genevally
andl to the availability of equitable remedivs;

the entering into of this Agréement and the transactions contemplated
herely will not result in & violation of any of the terms and provisions of
any law applicable to APUC or any of its constating documents;



IBERU S ARRE

(h)

L
S

(0l

to the extent that Emera is an “aceredited investor™ as such term is defined
i National Instrument 45-106 — Prospecrus and Registration Exemprions,
ne approval, authorization, consent, pennit or order of, and no notice,
report, Gling, registration or recording with, any govenunental suthority,
stock exchange or thivd party is required of APUC in connection with the
execution and delivery or with the performance by APUC of this
Agreement, ather than in connection with any Additional Securities issued
to Emers hereunder (A) the approval of the TSX and customary [ilings
with, and pryment of prescribed filing Tees to, the TS, and (B) the filing
of ¢ Form 43-106F1 with applicable securities regulatory authorities and
preseribed [ling fees applicable Mhereto;

APUC is & reporting issuer in the each of the provinees of Canada and 15
nol an the list of reporting issuers i delault of requirements of Applicable
Securities Laws maintained by the secwities regulatory authority in each
stich provinee,

the Conumon Shares are listed and posted [or vading on the TEX and, 1o
the best ol its knowledge ollowing due inguivy, APUC is not v default of
any of the material listing or filing requirements of the TSX,

us at March 22, 2001, theve were 103,988,335 Common  Shares
outstanding and $62,398,000 aggrepale principal amount of convertible
debentures converlible al a conversion price of $4.08 per share, an
ageregate  principal wwount of  $39,967,000 convertible  debentures
convertible al a conversion price of $6.00 per share, an aggrepaie principal
amount of $62,800,000 convertible debentures exercisable at a conversion
price of $4.20 per share and oplions to purchase 1,102,041 Conmon
Shares at an exercise price of $4.035 per share; since such date APUC has
not issued any Conumon Shares or Converlible Securities, other than
pursuant to the conversion, exercise or redemption of Convertible
Securities outstanding on such date;

since October 27, 2008, no order ceasing or suspending trading in the
securities of AFUC nor prohibitng sale of such securities has been issued
to APUC or its directors, oflicers or promoters and to APUCs knowledge,
no inveslipations o procecdings for such purposes are pending or
hreatened;

APUC ¥ in compliance ino all malerial respects with Uls continuous
disclosure  obligations under Applicable Securities Laws, including
diselosure of any material changes in the afluirs of APUC in accordance
with Applicable Seowrities Laws; and

each continuous disclosure decument filed by APUC with securities
repulatory authorities in Canada sinee October 27, 2009, at the time of s




filing, complied in all material respects with the requicements of
Applicable Securities Laws and did not contain any misrepresentation (as
defined in Applicable Securities Laws).

ARTICLILY
TERMINATION

9.1 Termirntion

Either Party yoay terminate this Agreement:

9.1.1 al any tiow, upon 8t least thirty (30) days™ prior written notice w the other Pay;
el
9.1.2 subject o Section 9.7, immediately, by written notice 10 the other Party, in the

event thal the other Parly s in breach of any of its material obligations under this
Apreerent, and such breach hds not been cured within thirey {307 days of receipt
by such other Party of written nodiee from the tepminasting Party specifying in
reasonable detail the breach.

9.2 Clongequences of Breach

I either Party breaches any of its obligations under Article 3, the other Party's
sole right and remedy in respect of any such breach ghall be the termination of this Agreement.
For grester certainty, neither Party shall have any lability 1o the other in connection with any
breach of any of its obligations wder Article 3,

43 HSurvival

(1) BEwera’s obligations under Section 5.1 and Section 5.2, (i) APUC s obligations
under Arlicle 4 in respect of any right of Fmera that arose prior to the wemitation of this
Aprecment, and (i) Emera’s righis under Section 4.5 shall survive any termination of this
Agreement for so long as Emera holds Additional Securities. This Article 9 and Sections 10.2 to
10,135 shall survive the termination of this Agresment.

9.4 Limitation

Fmera’s obligations under Section 5.1 and Section 5.2 do not apply to: (i) any
third party who purchases Additional Shares or Additional Seeurities from Emera, and (1) any
Additional Shaves or Additional Securlties acquired by Priers after the tenmination of this

Aprsement,

ARTICLE 10
MISCELLANEOUS

j11 Further Assurances

PRI




Each of the Partics uvpon the reguest of the other Party shall do, execute,
ackinowledge and deliver or cause o be done, executed, acknowledged and delivered all such
further acts, deeds, documents, wssignments, transfers, conveyances, powers ol attorney and
assurances as may reasomably be necessary o desirable to complete the lransactions
contemplated herein,

10.2 Motivces

Aary demand, notice or other communication (hereinafter in this Section 102
referred to sy a "Communieation™) o be given in connection with this Apgreement shall be given
i writing and may be given by personal delivery, by registered mall or by elecirunic ncans of
communication addressed to the recipient as follows:

H o APUC, to

Algonguin Power & Ultilitics Corp,
2845 Bristol Circle
Chaleville, Ontario L6H 7H7

Fax: (903) 465-4540
with u wiapy o,

Blake, Cassels & Gravdon LLP
199 Bay Street, Suite 2800
Commeree Courl West
Toranto, Ontarie M3A LAY

Adention: Ken Pearce
Paxy (416]) 863-2653

if to Fanera, to;
Emera Incorporated

[ 894 Barrington Street
Halifax, Mova Scotin B3 2ZAS8

ntion: Corporate Scoretary

(902) 428-6171

Fax:

or such other address, electronic communication number ar individual as may be desigoated by
aotice by any Paty o the olher.  Any Communicstion given by personal delivery shall be
conclusively deemed to have been given on the day of actual delivery thereof and, i’ given by
registered mail, on the (11th Business Day following the deposit thereof i the mail and, if given
By electronic communication, on the day of transmittel thereof, 17 the Parly giving any

Clommunication knows or ought reasonobly o know of any difficultics with the postal system

PRbADE 1



wihdel might atfect the delivery of mail, any such Conunuenication shall not be mailed but shall
be given by personal delivery or by electronic communication.

10.3 Time of the Essence
Time shall be of the essence of iy Apreerment and every part bereal,
2 ¥
1044 Cuosts amd Expenses

Each Party shall pay all fees, costs und expenses incwrred by such Parly in
cotmmection with this Agreement and the transactions contemplated herein.

1.5 Applicable Law

This Agreement shall be constroed and enforeed in aceordmes with, and the
rights of the Paties shall be governed by, the laws of the Provinee of Ontario and the laws of
Canada applicable therein, Any wod all disputes arising under this Agreement, whether as to
interpretation, performance or otherwise, shall be subject w the non-exelusive jurisdiction of the
courts of the Provinee of Ontario and each of the Parties hereto hereby irrevoeably attorns Lo the
jurisdiction of the courts of such Provinee.

1.6 IEntire Agreement

This Agreement and the APCo Shaveholder Apreement, including the Schedules
hereto, constitutes the entire agreement between the Parties with respect 1o the transactions
conlemplated herein and cancels and  supersedes any  prior understandings, agrecments,
negotiations and discussions between the Partics.  There are no representations, warranties,
terms, conditions, undertakings or collateral agreements or widerstandings, express or implied,
between the Parties hereto relating to the subject malter of this Agreement, ather than these
expressly st forth in this Agreement,

14,7 Lmpact on ADMCo Subscription Agreement

The Parties confinm that thetr vespective vights and obligntions wider the APCo
Sharchiolder Agreement continue in full {orce and effcet, wnamended, except 1w the exient
expresaly provided heretn,

10,8 Amendments

This Agreerent may not be amended or modified in any respect except by written
mstrument executed by each of the Parties hereto,

1y Walver
Mowabver of any default, bresch or nog-compliance under this Agreement shall

not be effective unless in writing and signed by the Party to be bound by the walver. No waiver
shall be inferred from e implied by any failure to act or delay in acting by a Parly in respect of

PR 1




anyy defaudt, breach or non-obgervance or by anything done or omitted to be done by the other
Party, The waiver by a Party of any default, breach or noi-compliance under this Agreement
will not operate as a waiver of that Parly's rights under this Agreement in vespeet of any
continuing or subsequent default, breach or non-observanes (whether of the same or any other
nature),

1010 Counterparts

This Agreement may be executed in two of guwe counterparts, cach of which
shall be deemed (o be an original and all ot which together shall constilule vne and the same
Agrecment. Uounterparts wiay be delivered either in original, faxed form or by other electronic
transmission and the Parties adopt any signetuee veceived by a receiving fax machine or by ¢-
madl as orfginal signatures of the Parties,

1ol Assignment

This Agreement may not be assigned by either Party except with the prior written
comsent of the other Party herelo,

.12 Suceessors and Assigns

This Agreement shall enwe to the benefit of and be binding upon the Pautics
hesreto and their vespective successors {(including any successor by reason of the amalgamation or
neerger of any Party) and permitted assigng,

10,13 Enplish Lungunge

Fach of APUC and Bmera heeby acknowledges that it hay conseated and
requested this Agreement be drawn up in the English Janguape only,  Nous sousipnés
Feconaissons par les prdsentes avoir consenti el demendé que cotle entente soil rédigée en
angluis seuloment,

10.14 Voting

Fimera agrees that, W0 the extent permitied by applicable laws, it shall, othey than
as conternplated in the last sentence of Seetion 5.1.2, take ressonable steps W ensure that the
Additional Shares are vepresented &l each meeting of holders of Conunan Shares,

10,15 Confidentiality

Subject o Section 10016, the Parties agree to keep this Agresment and the
cantents thereol confidential, cxcept W the extent any Party is required to disclose this
Agreement or the contents thereol pursuant o the requivenents of applicable law or the rules or
policies of uny stock exchange to which such Party is subject and then only such disclosure as is
required thereunder shall be made and weitten notice thereot shall be given (o the other Party,

FHEEEE T4



-

e

HLIG Fublic Annowucenient

The Parties shall upon execution and delivery of this Agresment make a joint
press release, in form and substance acceptable to the Parties, in respect of this Agreement.

10,17 ffTective Date

il t

This Agreement shall only become eftective on the date that the Shareholders of
APUC approve (his Agreement,

[Signature pages follow. |
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IN WITNESS WHEREOE, the Parties have signed this Agreement effective as of the date first
writien above.

ALGONQUIN POWER & UTILITIES CORP.

g

e b:%" o ’,;, A
Y LA j
Y G S
/

ﬁ} & '

Mamie:  lan B, Robertson
Title: Chiel Executive Ofticer

EMERA INCORPORATEL

By

Mamse:
Titles

Ly

MName:
Title:



N WITNESS WHEREOF, the Parties have signed this Agreement effective as of the date first

wrilten shove,

b2

SRR

e

ALGONQUIN POWER & UTILITIES CORP,

By:

Mame:  fan B Robertson
Title: Chiel Executive Officer

EMERA INCC

By e th ol

}‘wmf* Praeldent and

litle: . Chisl Exscutlve Otfic

e AU W/
f;ﬁ;m Nancy Tower

Litle:

Chief Financial Officer



SCHEDULL A

JY OPPORTUNITY TERMS AND CONDITIONS

The following broad terms and conditions would apply in connection with a joint venture in
respect of an Other Won-Rate Base Power Praject contemplated by Section 3,1.2{c):

FEELELERE!

The joint venture shall be elfected Uwough o lmited lability velicls in which
Emera and APUC {or their desipnated Subsidivries) shall each own a 50% equity
interest,

Equity funding to such jeint venture would be on a 50650 hasis,

Governance  of such joint venture shall be substantially the same as the
governanee agreed by the Parties in vegpect of Calpeco and i effect on the date of
this Agresimnent,

AU or APUC s destgnated Subsidiary wonld be the opevator of the Other MNoy-
C 8 ¥ |

Rale Base Power Project.

Emera's Subsidiary, Emera Energy Services Ine, would be the market operator of
the fheilities of the Other Nen-Rate Baze Power Praject.



SCHEDULER

CALPECO TRANSACTION

The following broad terms and conditions would apply in connection with the sale by Emera
contemplated by Section 6.1:

[t is contemplated that consideration o be paid by APUC to Bmera for the
acquisition of such bnteres would be in the form of 8,211,000 Common Shares.

Execution of « binding agreement in respect ol the CalPeco vansaction is subject
to review of final documentation in forin aod substance satisfactory to the board
of directors of cach of APUC and Bmera.

Ciiven the objective of muaintaining an earmnings Hat transaction, payment would be
rmade b two tranches ~ the first tranche of 4,790,000 Conpnon Shares would be
issued following receipt of approval af the transaction by the CPUC, and the
balance of e Common Shares would be jssued as a second tanche upon
completion of the 2012 GRC,

The tanspetion would be conditional upon receipt of all necessary regulatory
approvals, imeluding the approval of the California Public Utilitiey Commission
and all approvals required under Applicable Securities Laws.

Prior o closing of the transaction, Hmera will nominate an Algonguin
representative as one of the two individuals which Bmera s entitled 1o nomingte
to the CalPeca/CPUY Managenment Board.

The acquisition by Emera of Corumon Shares in exchange for this interest would
comstitute an exception to Bmera’s standstill obligations under Sections 8.4 and
8.5 ol the APCo Shareholder Agrecment,

The transaction shall be subject 1o the exeention and delivery of definitive doguments by the
i] ¥ b

Puarties,

The Parties will consider utiliving subscription receipls as was done for Calpeco initially if it
makes sense o do so,
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Algonquin and Emera announce a Strategic Investment Agreement and the transfer of California
Utility to Algonquin

OAKVILLE, ON and HALIFAX, April 29 /CNW/ - (TSX - AQN): Algonquin Power and Utilities Corp (Algonquin) and (TSX - EMA)
Emera Inc. (Emera) announced today that they have entered into a strategic investment agreement (The Agreement) which
establishes how Algonquin and Emera will work together to pursue specific strategic investments of mutual benefit. The
Agreement builds on the strategic partnership effectively established between the two companies in April 2009.

The Agreement outlines "areas of pursuit" for each of Algonquin and Emera. For Algonquin, these include investment
opportunities relating to unregulated renewable generation, small electric utilities and gas distribution utilities. For Emera, these
include investment opportunities related to regulated renewable projects within its service territories and large electric utilities. In
respect of opportunities encountered by either Algonquin or Emera that fit within the other's business development "areas of
pursuit’, they are committed to working together on such opportunities.

Consistent with the framework established by the Agreement, Emera has agreed to sell its 49.999% direct ownership in the
California Pacific Electric Company ("CalPeco") to Algonquin, subject to California regulatory approval. As consideration Emera
will receive 8.211 million Algonquin shares in two tranches. Approximately half of the shares will be issued following regulatory
approval of the Calpeco ownership transfer and the balance of the shares will be issued following completion of Calpeco's first
rate case which is expected to be completed in the first half of 2012,

As an element of the Agreement, Emera's allowed common equity interest in Algonquin will be increased from 15% to 25%.
Algonquin will seek shareholder approval at its upcoming annual and special general meeting currently scheduled for June 21,
2011.

"This agreement provides clarity and transparency to a business relationship which has existed between Algonquin and Emera
for the past two years and is intended to maximize shareholder value for both parties by capitalizing on our respective strengths,"
commented lan Robertson, Chief Executive Officer of Algonquin. "The acquisition by Algonquin of 100% of the CalPeco utility
business is consistent with these themes and builds upon the successes achieved to date between Algonquin and Emera."

"Emera and Algonquin have worked well together since 2009," said Chris Huskilson, President and Chief Executive Officer,
Emera Inc. "Given Algonquin's successful independent power history and expertise, it makes good sense for Emera to focus its
investments in the development, ownership and operation of unregulated renewable electric generating facilities through
Algonquin.”

Cautionary Statement

This news release contains forward looking information. Actual future results may differ materially. Additional financial and
operational information regarding Emera and Algonquin is filed electronically with various securities commissions in Canada
through the System for Electronic Document Analysis and Retrieval (SEDAR).

About Emera Inc.

Emera Inc. is a growing energy and services company with $6.3 billion in assets and revenues of $1.6 billion. The company
invests in electricity generation, transmission and distribution, as well as gas transmission and utility energy services. Emera's
strategy is focused on the transformation of the electricity industry to cleaner generation and the delivery of that clean energy to
market. Emera operates throughout northeastern North America, in three Caribbean countries and in California. More than 80%
of the company's earnings come from regulated investments. Emera common and preferred shares are listed on the Toronto
Stock Exchange and trade under the symbols EMA and EMA.PR.A respectively. Additional information can be accessed at
WWW.emera.com, www.sedar.Com of WWw.$eC.gov.

About Algonquin Power & Utilities Corp.

Through its distinct operating subsidiaries, APUC owns and operates a diversified portfolio of $1.1 billion of clean renewable
electric generation and sustainable utility distribution businesses in North America. Liberty Water Co., APUC's water utility
subsidiary, provides regulated water utility services to more than 73,000 customers with a portfolio of 19 water distribution and
wastewater treatment utility systems and has entered into agreements to acquire additional utility systems serving 7,400
customers. Through its wholly owned subsidiary Liberty Energy Utilities Co., APUC provides regulated electricity and natural gas
distribution services, currently serving more than 47,000 electric customers in the Lake Tahoe, CA area. Pursuant to previously
announced agreements, Liberty Energy Utilities Co. is committed to acquiring Granite State Electric Company, a New Hampshire
electric distribution company, and EnergyNorth Natural Gas Inc., a regulated natural gas distribution utility, which together serve
approximately 130,000 customers. Algonquin Power Co., APUC's electric generation subsidiary, includes 45 renewable energy
facilities and 12 thermal energy facilities representing more than 460 MW of installed capacity. APUC and its operating
subsidiaries deliver continuing growth through an expanding pipeline of greenfield and expansion renewable power and clean
energy projects, organic growth within its regulated utilities and the pursuit of accretive acquisition opportunities. APUC's common
shares and convertible debentures are traded on the Toronto Stock Exchange under the symbols AQN, AQN.DB, AQN.DB.A and
AQN.DB.B. Visit Algonquin Power & Utilities Corp. on the web at www.AlgonquinPowerandUtilities.com and www.sedar.com.

%SEDAR: 00014832E



For further information:

Emera Investor Relations
Jill MacDonald, Manager Investor Relations
902-428-6486

Emera Media Contact
Sasha Irving, Director Corporate Communications
902-428-6685

Algonquin Contact
David Bronicheski, Chief Financial Officer
905-465-4512

CO: Algonquin Power & Utilities Corp.
CNW 15:23e 29-APR-11



MCC-004
Regarding:  Capital Structure
Witness: John Kappes

Please provide Mountain Water's allocated debt capital as of December 31, 2015 following the
presentation of Section 38.5.146 Statement F - Rate of Return and Section 38.5.147 Debt Capital
as provided in Docket D2012.7.81

Response: See attached MCC-004 (MWC-E).




RESPONSE NO. MCC-004

ATTACHMENT MCC-004 (MWC-E)



38.5.146 Statement F - Rate of Return

Line

No.

10

1

12

13

Common Stock Equity
Common Stock

Donated Capital

Surplus

Less Allocated Debt
Total Common Equity

Less Transfer to Debt
Adjusted Equity

Debt
Debt per Books a)

Allocated Debt b)
Total Debt

Add Transfer to Debt
Adjusted Debt

Total Capital

* Unaudited values

a)

b)

See explanation per 38.5.147

Mountain Water Company
Missoula, Montana

Balance * Weighted
12/31/15 Ratio Cost Cost
(Column 1) (Col. 2) (Col. 3) (Col. 4)

$ 6,940,578
2,056,093
37,952,152
(23,643,427)
23,305,396 49.64%
23,305,396 49.64% 9.80% 4.865%
23,643,427
23,643,427 50.36% 6.04% 3.041%
- 0.00% 6.04% 0.000%
23,643,427 50.36%
$ 46,948,823 7.906%

For ratemaking purposes, the allocated debt to Mountain Water Company is its pro rata
share of the debt which is in Park Water Company's name but is acquired and secured on a total Park Water
Company and subsidiaries consolidated basis.



38.5.147 Debt Capital

Mountain Water Company has no debt in its own name.

Mountain Water Company
Missoula Division

Therefore, for ratemaking purposes, a portion of the debt issued by Park, equivalent to the debt ratio of Park

Water Company, is allocated to MWC in this application.

The debt capitalization of Park Water Company as of 12/31/15 is as follows:

Title:

Date of Issuance:

Date of Maturity:

Interest Rate:

Amount of Issue:

Net Proceeds:

Amount Outstanding;

Effective Cost:

Debt Holder:

Title:

Date of Issuance:

Date of Maturity:

Interest Rate:

Amount of Issue:

Net Proceeds:

Amount Outstanding;

Effective Cost:

Debt Holder:

Notes:

None
1995

2025

7.59
10,000,000
9,797,040
10,000,000
7.8163%

Nationwide
Insurance

None
2008

2038

7.65

7,000,000

5,714,468

7,000,000

10.1208%
Pacific

Life
Insurance

None
2000

2020
8.82
6,000,000
4,087,584
4,285,716
9.4899%

American
United

None
2008

2038

7.65
3,000,000
2,449,079
3,000,000
10.1207%

Pacific Life
Annuity

None
2000

2020
8.82
500,000
350,296
357,142
9.0901%

State Life

None
2013

2043

4.53
5,500,000
5,365,196
5,500,000
4.7276%

American
United

None
2000

2020
8.82
500,000
350,296
357,142
9.0901%

Pioneer
Life

None
2013

2043
4.53
1,000,000
974,019
1,000,000
4.7397%

State Life
Insurance

None
2006

2036

5.99
15,000,000
13,750,359
15,000,000
6.8373%

Pacific Life

None
2013

2043

4,53
1,000,000
974,019
1,000,000
4.7397%

Pioneer
Mutual Life
Insurance

None
2008

2033
7.56
8,000,000
6,996,164
8,000,000
9.2187%

American
United

None
2013

2043

4.53
7,500,000
7,314,423
7,500,000
4.7295%

Pacific
Life
Insurance

1) All the debt described above was issued in the form of first mortgage bonds.
2)  Only $22.5 million of the Cobank Notes has been issued.
3)  None of the issues are held by affiliates.

38.5.148 Preferred Stock Capital

None

38.5.149 Common Stock Capital Working Papers

None
2008

2033
7.56
1,500,000
1,311,790
1,500,000
9.2186%

State Life

None
2014

2019

1.07

30,000,000

22,267,980

22,500,000

1.2895%
Cobank

None
2008

2033
7.56
500,000
437,363
500,000
9.2186%

Pioneer
Mutual Life
Insurance

All 50,000 shares of common stock presently outstanding were issued on July 1, 1979 in conjunction with
the formation of Mountain Water Company with the water utility properties of Montana Power Company.

The value of the stock issue was set at the book value of the assets.



I hereby certify that on March 17, 2016, the foregoing Responses to Data Requests MCC-

CERTIFICATE OF SERVICE

001 through MCC-004 were served via electronic and U.S. mail on:

John Kappes

President & General Manager
Mountain Water Company
1345 West Broadway
Missoula, MT 59802-2239
johnk@mtnwater.com

Jim Nugent

City Attorney

The City of Missoula

435 Ryman Street
Missoula, MT 59802
JNugent@ci.missoula.mt.us

Scott M. Stearns

Natasha Prinzing Jones
BOONE KARLBERG P.C
P.O. Box 9199

Missoula, MT 59807-9199
sstearns@boonekarlberg.com
npjones@boonekarlberg.com

Robert Nelson

Montana Consumer Counsel
111 North Last Chance Gulch, Suite 1B
Box 201703

Helena, MT 59620-1703
robnelson@mt.gov

Dennis R. Lopach, P.C.
4 Carriage Lane
Helena, MT 59601
Dennis.lopach@mt.gov

Barbara Chillcott

Legal Director

Clark Fork Coalition

140 S 4™ Street West, Unit 1
P.O. Box 7593

Missoula, MT 59801
barbara@clarkfork.org




