DANNY DUMARESQUE
213 Portugal Cove Road
St. John’s, NL A1B 2N5

E-mail: chundon@pub.nl.ca

RECEIVED BY HAND

2014-08-12 | BOARD OF COMMISSIONERS
GF PUBLIC UTSHITIES
Ms. Cheryl Blundon /s B PN
Newfoundland and Labrador AUG 14 2014
Board of Commissioners of Public Utilities
120 Torbay Road —
St. John’s, NL A1A 5B2 '
o ST. JOHN'S, NL

Dear Ms. Blundon:

RE:  An Application by Newfoundland and Labrédor Hydro 100 MW Combustion Turbine
for Installation at Holyrood

After the close of business hours yesterday, August 11, 2014 | found a story published in the
Wall Street Journal, August 8, 2014 indicating that ProEnergy Services LLC is being investigated
by authorities in New York State and the Federal Government of the United States for their
involvement in the sale and resale of combustion turbines to a foreign country. {See attached)

As you know this is the same company which Newfoundland and Labrador Hydro has awarded a
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Although | have only received the Contract and other documents between our Utility and this
company for a few days, the information to date raises real concerns about the integrity of the

Tender process, prudence of the procurement strategy, reliability of the generation asset and
the cost of equipment contracted.

I am now getting legal advice on how and what to present to the Public-Utilities Board in my
Submission on the matter. However, the main purpose of this letter is to inform you at the
earliest opportunity of this serious investigation taking place in the United States and the
implications, if any, for the business contracted with that company in this province.

If you have any questions, please do not hesitate to contact me.

incerely yours,
ny Bumaresqu Ervenor



LATIN AMERICAR WEWS

Venezuelan Energy Company Investigated in U.S.

Derick Associates 1s Prabed by U8, New York \geneies (o Possible Bribery, Banking, Violations

Edail Brint 1 Comment
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NEW YORK—Faderal and New York City prossciitors opened preliminary
invastipations into a Venezuelan company that bscame one of that country's leading
builders of power plants during the administration of Prasident Hugo Chavez, as well

as into a Missourl-based company thet playad a ey role in lis success, according o
people familiar wiih the matter.

Tha U.8. Department of Justice and the Manhatian district attornay's oftice are probing
Darwick Assoclatas, a Venezuelan company awardad hundrads of millions of doflars
in contracts In lille mors than a yaar fo bulld power plants in Venszusle, shortly after
the country's power grid bagan {o spustar in 2008, the people familiar with the matter
aaid,

ProEnaigy Senvices, a4 Sedalia, Mo.-based engineering, procunemant and construction
company that sold dozens of turbines to Pemwick and hielped bulld the plants, iz also
under investigation, these psopia salkl.

The probaes are in thelr initlal phases, the people sald, and it is possible both
investigations could ha closed without criminal charges baing brought.

Benvick Assaclates President Algjandio Befancolat in his Caracas, Venezusly, headquariers.

"Najther Darwick nor fts principals have been contactad by any U.S, law enforcemaent
agency,” said Darwick President Alejandro Betancourt, in a statement provided by
lawyer Adaim Kaufmann. "We tharefore question whether Danwicl s the focus of any
active investigation, In the avent we are contacted by a law enforcemant agency, we
will cooparate fully. We are a transpasrent company and hava nothing to hide”

A ProEnergy represeniative declined to comment on any invastigation and sald the
company “is commiitad to doing business in full compliance with afl applicable laws
and to cooperating fully with regulatory &nd legal inguiries.”

Manhatian prosecutors are investigating Derwick and ProfEnargy for possibla
violatians of New York banidng law, paople famiiiar with the matter said,
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Meanwhile, peaple familiar with the matler said prosecuters in the Justics
Depariment's criminal fraud section aro veviewing the actlons of Derwick and
ProEnergy for possible violations of tha Foreign Corrupt Practices Act, which prohibits
offering foraign government officials improper payments in exchange for a business
advantage.

Federal proseculors are scrutinizing the differance between the prices ProEnergy
charged Derwick for its equipment and the prices Derwick ultimately charged the
Venezuelan government, one parson familiar with the matter said, The person said

that in some past FCPA cases, excessive margins have been used 0 conceal bribes
to foraign officials.

A tewyer for Derwick voluntarily contacied and met with federed prosacutors last
summer to discuss the FCPA investigation, a person familiar with the matter said.
Those prosecufors haven't requested documents from Derwick, tha person said.

"Ag we understand i, there has been a long-running investigation mnto ProEnergy, but

that doesn' aquate to an investigation into Derwick,"” Mr. Kaufmann wrote in alelter to
the Journal.

In Caracas, Mr, Betancoust said Derwick didn't bribe any Venezuslan officials. He said
Derwick won the contracts through competitive bidding because it made superior
offers. He also said the company’s margins were consistent with general industry
practice and reflacted the high financial risks taken on by Derwick during a difficu
time to da business in Venezuela.

A spokesman at Venezuela's information ministry declined to comment, while
spokesmen at the efectricity and energy ministries didr't return calls seaking comment,

Mr. Betancourt and a cousin, Pedro Trebbau, registered Derwick in Venezuela in 2009
and drew the attention of opponents of the Chavez regime bacause of the large
volume of business they did with the governmant.

Otto Reich, the top State Depariment official for Latin America during the
administration of President George W. Bush, filed a civil lawsuit in New York federal
court fast year, alleging Derwick's founding cousins damaged his consulfing business
by falsaty spreading the word that he was working for them. The lawsuit alleges
Derwick and the company's owners, among others, chtained contracts o build power
stattons in return for paying multimilion-doliar bribes to senior Venezusian: officials.

Mr. Kaufmann, a pariner with Lewis Baach PLLC, said the lawsuit is part of & smear

campaign against Derwick, motivated by politics and family squabbles, and lawyers for

Messrs. Betancourt and Trebbau have moved to dismiss it. "My clients categorically o
damage it has caused, Reich's lawsuit is laughable, and his allegations are wholly

without evidentiary foundation,” he wrote in a letter to the Journal.

The Manhaltan district aftorney's office, which has jurisdiction over violations of Mew
York state banling laws, is interested in Derwick's relationship with J.P. Morgan
Chasa (JPR 6.04%} & Co., according fo people familiar with the matter. investigators
hava interviewed potential witnesses aboul Eduardo Traviaso, a childhood frisnd of
Mr. Trebbau who worked at J.P, Morgan and served as Derwick's banker thera,
according to peopla familiar with the matter.

In March 2013, Mr. Travieso resigned from J.P, Morgan. In a report made public by
the Financlal Industry Regulatory Authority, an industry watchdog, J.P. Morgen alleged
Mr, Travieso had acted in a manner “inconsistent with the firm's policies and
procedures and may have violated applicable regulatory requirements, including using
his residentizl address as the maiting address for certain customer communications.”

Finra, which reporied this year that it has made a preliminary detennination to bring
disciplinary action against Mr. Travieso for "potential violatfons” of certain rules,
declined fo comment, as did 4.P, Morgan.

Aftempts to reach Mr, Travieso through his father, a Caracas lawyer, wete
unsuccessful, A message to Mr, Travieso sent through his Linkedin account went
unanswered, Mr. Travieso's lawyer declined to comment.

~—Kejal Vyas in Caracas and Justin Baer in New York confributed fo this article.

Write to Jose de Cordoba at jose.decordoba@wsi.com and Christopher M. Matthews
at christophermatthews@wsi.com




