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Proposed Transaction
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» The transaction has two components

› Three-way merger between 

PowerStream, Enersource, and 

Horizon

› Joint acquisition of Hydro One 

Brampton (formerly Brampton Hydro)

» Would create the second largest regulated 

electricity distribution utility in Ontario by 

the number customers, nearly one million, 

and the third largest by asset value

» Not part of the Hydro One privatisation

Formerly 

Brampton Hydro

370,000 customers

200,000 customers

240,000 customers

150,000 customers



Scope and Objectives

Navigant was retained to provide decision support to PowerStream’s shareholders

Navigant’s analysis addresses five critical questions

1. Value and risks: What is the value of the transaction to PowerStream shareholders and what are the 

associated risks?

2. Cash flow: What are the expected cash flows to PowerStream shareholders under the status quo and the 

proposed transaction?

3. Liquidity: What flexibility is there for PowerStream shareholders (jointly and individually) to divest their 

holdings and what is the associated impact of such divestment under the status quo and the proposed 

transaction?

4. Acquisition price: Is the purchase price for Hydro One Brampton consistent with market value?

5. Relative value: Are PowerStream shareholders receiving an appropriate share of the equity in the new 

company?
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Navigant Qualifications
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Navigant is a global provider of specialised professional services

Navigant is a specialised global expert services firm that helps clients create and protect value in the face of 
critical business risks and opportunities. Our experts have deep industry knowledge in energy, healthcare, 
construction, and financial services. Navigant has over 5,000 professionals located in more than 50 cities 
around the world, serving clients in more than 70 countries. 

Over 80% of 

AMLAW 100 firms

Nearly 300 financial services 

companies including many of 

the largest banks in the U.S.

Client Profile

Federal, state 

and local government 

departments and 

agencies

Over 300 hospitals, health 

systems & academic medical 

centers, and global life 

sciences companies

50 of the largest electricity and 

natural gas utilities globally

$

Geographic Profile

London

Hong Kong

Dubai

New York

Washington ,D.C.
Los Angeles

Chicago

San Francisco

Atlanta

Toronto

Talent Profile

» 5,000+ employees as of Dec. 31, 2014

› 1,700 expert / consulting professionals

› 2,700 business process management services professionals

» Credentials include CFAs, CPAs/CAs, economists, engineers, 

physicians, PhDs, and attorneys

» Niche areas of expertise combined in unique ways

» Broad networks of experts and affiliates

» Collaborative and nimble resource management

Calgary



Key Aspects of the Business Case
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Key aspects of the business case are reasonable

» Navigant reviewed, analysed, and tested the business case assumptions, and revised as appropriate

» Hydro One Brampton purchase price

› Price for Hydro One Brampton in within, but at the high end of, the valuation range

» Relative valuation of PowerStream, Enersource, and Horizon

› Relative valuation of PowerStream is reasonable

› PowerStream Solar is likely undervalued

‒ As a result, management successfully negotiated that the PowerStream Solar assets be carved out 

and earmarked for only the existing PowerStream shareholders

‒ Small negative impact to the expected PowerStream Solar cash flows

» Synergies

› Synergies were reviewed and determined to be reasonable and achievable

‒ Roughly half of the functional area synergies are likely conservative (i.e. synergies may be greater)

‒ There are risks associated with the synergies, but PowerStream has a track record of delivering
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Basic Transaction Economics

Return on 

Investment

6.1% 8.7% 10.6%4.1%

7.7%

Shareholder 

Value

+$2M +$20M +$33M-$5M

+$10 million

Customer 

Benefit $106 million

$24 to $30 per year for an average Markham household starting in 2021

Strategic 

value, 

platform for 

growth,

influence,

financing, 

timing of 

capital, etc.

Additional

Upside

Markham 

Investment $38 to 43 million

$64 million (Y1-24)
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No Money In Option

Return on 

Investment N/A

Shareholder 

Value

Customer 

Benefit

$24 to $30 per year for an average Markham household starting in 2021

Strategic 

value, 

platform for 

growth,

influence,

financing, 

timing of 

capital, etc.

Additional

Upside

Markham 

Investment $0

+$1M +$7M +$14M-$6M

+$4 million

$106 million

$64 million (Y1-24)



Risks
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Navigant identified seven major risks, three are unique to the transaction

Likelihood

Im
p

ac
t

Declining 
market valueChanges to 

regulatory 
framework

Access to 
additional 
capital  not 
available

Unique to MergeCo

Common to Status 
Quo and MergeCo

Culture 
clash

Rate 
application 

required 
sooner than 

planned

Synergies 
under-

realised

= Magnitude of the benefit

= Future growth

Allocation of 

the benefit

Synergies 
under-

realised
Technology 
disruption to 
revenue or 

growth



Disclaimer
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NO WARRANTIES OR REPRESENTATIONS, LIMITATION OF LIABILITY

THIS REPORT (THE “REPORT”) WAS PREPARED FOR MARKHAM ENTERPRISES CORPORATION ON TERMS SPECIFICALLY LIMITING THE 

LIABILITY OF NAVIGANT.  NAVIGANT’S CONCLUSIONS ARE THE RESULTS OF THE EXERCISE OF ITS REASONABLE PROFESSIONAL 

JUDGMENT.  USE OF THIS REPORT BY THE READER FOR WHATEVER PURPOSE SHOULD NOT, AND DOES NOT, ABSOLVE THE READER 

FROM USING DUE DILIGENCE IN VERIFYING THE REPORT’S CONTENTS.

NAVIGANT DOES NOT MAKE ANY REPRESENTATIONS OR WARRANTIES OF ANY KIND WITH RESPECT TO (I) THE ACCURACY OR 

COMPLETENESS OF THE INFORMATION CONTAINED IN THE REPORT OR IN ANY OF THE OTHER DOCUMENTS, (II) THE PRESENCE OR 

ABSENCE OF ANY ERRORS OR OMISSIONS CONTAINED IN THE REPORT, (III) ANY WORK PERFORMED BY NAVIGANT IN CONNECTION 

WITH OR USING THE REPORT, OR (IV) ANY CONCLUSIONS REACHED BY NAVIGANT AS A RESULT OF THE REPORT, AND (E) ANY USE 

WHICH YOU MAKE OF THIS REPORT, OR ANY RELIANCE ON IT, OR DECISIONS TO BE MADE BASED ON IT, ARE THE RESPONSIBILITY 

OF YOU.  NAVIGANT ACCEPTS NO DUTY OF CARE OR LIABILITY OF ANY KIND WHATSOEVER TO YOU, AND ALL PARTIES WAIVE AND 

RELEASE NAVIGANT FOR ALL CLAIMS, LIABILITIES AND DAMAGES, IF ANY, SUFFERED AS A RESULT OF DECISIONS MADE, OR NOT 

MADE, OR ACTIONS TAKEN, OR NOT TAKEN, BASED ON THIS REPORT.


