
 

  

This indicative term sheet accompanies, is incorporated by reference in and forms part of the confidential shelf offering memorandum (the 

“confidential shelf offering memorandum”) dated January 22, 2018 of Fair Hydro Trust (the “Issuer”) and is subject to all of the restrictions, 

conditions and limitations set out in the confidential shelf offering memorandum. This term sheet and the confidential shelf offering 

memorandum constitute an offering of these securities only in those jurisdictions and to those persons where and to whom they may be 

lawfully offered for sale. The Issuer is not obligated to accept an offer to purchase the securities described herein. 

The summary below describes the principal terms of the Series 2018-1 Senior Notes (as defined below). Certain of the terms summarized below 

are subject to important limitations and exceptions. The following is not intended to be complete. Prospective investors should review the 

“Capital Markets Platform” and “Description of Senior Notes” sections of the confidential shelf offering memorandum which contain a more 

detailed description of certain terms of the Series 2018-1 Senior Notes and the trust indenture (the “Master Trust Indenture”) between the Issuer 

and BNY Trust Company of Canada, acting as trustee, dated December 21, 2017 (and to which the Series 2018-1 Senior Notes will be subject), 

as supplemented by the term senior series 2018-1 supplemental indenture to the Master Trust Indenture (the “Series 2018-1 Senior Supplemental 

Indenture”) pursuant to which the Series 2018-1 Senior Notes will be issued (together with the Master Trust Indenture, the “Indenture”). In the 

event of any inconsistency between this indicative term sheet and the confidential shelf offering memorandum, the terms of this indicative term 

sheet apply. Certain capitalized terms used and not otherwise defined in the summary below have the meanings given thereto in the confidential 

shelf offering memorandum. 

New Issue by Way of Private Placement                    January 22, 2018 

 

FAIR HYDRO TRUST 
●% SENIOR NOTES DUE MAY 15, 2033, SERIES 2018-1 

Indicative Term Sheet 

Issuer: Fair Hydro Trust, a special purpose trust established under the laws of the 

Province of Ontario. 

Issue: ●% Senior Notes due May 15, 2033, Series 2018-1 (the “Series 2018-1 Senior 

Notes”). 

Expected Credit Ratings: DBRS:  AAA(sf) 

Moody’s: Aa2(sf) 

Principal Amount: $●(1) 

Term: 15.25 years 

Launch Date: ●, 2018 

Pricing Date: ●, 2018 

Settlement Date: ●, 2018 (T+3) 

Interest Rate: ●% per annum (the “Series 2018-1 Interest Rate”) 

Issue Spread: +● bps (+/-● bps) versus Government of Canada curve interpolated between 

CAN ●% due ● and CAN ●% due ● 

+● bps (including a ● bps curve adjustment and +● bps delay adjustment), versus 

the CAN ●% due ● (priced at $● to yield ●%) 

_________________________ 

(1)  The Issuer may offer and sell Series 2018-1 Senior Notes having a principal amount greater than the amount shown above. In that event, the 

Principal Accumulation Amounts, the principal amounts of the Series 2018-1 Subordinated Notes and the Series 2018-1 Junior Subordinated Notes 

and the use of proceeds amount will be increased proportionately. 
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Issue Yield: ●% 

Issue Price: $● per $1,000 principal amount of Series 2018-1 Senior Notes. 

Agents Commission: $● per $1,000 principal amount of Series 2018-1 Senior Notes sold (payable 

from existing cash resources of the Issuer) 

Interest Payment Dates: The Interest Payment Dates for the Series 2018-1 Senior Notes are as follows: (i) 

prior to the occurrence of an Amortization Event, interest on the Series 2018-1 

Senior Notes shall be payable in equal semi-annual instalments (except the first 

interest payment) in arrears on May 15 and November 15 of each year, 

commencing May 15, 2018 (short first coupon); and (ii) following the occurrence 

of an Amortization Event, interest will be payable in arrears on the outstanding 

principal amount of the Series 2018-1 Senior Notes on each Payment Date 

thereafter at a rate equal to the monthly equivalent of the Series 2018-1 Interest 

Rate; that is, the interest rate that, when compounded monthly for six months on 

a stated outstanding principal amount, yields interest in an amount equal to the 

Series 2018-1 Interest Rate, multiplied by such outstanding principal amount and 

divided by two. 

The first interest payment on the Series 2018-1 Senior Notes will include accrued 

and unpaid interest for the period from, and including, the closing date of this 

Offering (the “Series 2018-1 Senior Notes Offering”) to, but excluding, the first 

Interest Payment Date. Subject to the occurrence of an Acceleration Event, the 

first interest payment will be in an amount equal to $● per $1,000 principal 

amount of Series 2018-1 Senior Notes.  

If an Interest Payment Date is not a business day in Toronto, then the payment 

will be made on the next business day with no adjustment. For any period less 

than a full semi-annual interest period, interest will be calculated on an 

actual/365 basis. The record date for each Interest Payment Date is the last day of 

the calendar month preceding such Interest Payment Date. 

“Amortization Event” means either an Acceleration Event has occurred with 

respect to the Series 2018-1 Senior Notes, or the outstanding principal amount of 

the Series 2018-1 Senior Notes has not been paid in full on the Expected 

Principal Payment Date (as defined below). An “Acceleration Event” means 

either (i) all Issuer Funding Obligations are declared due and payable in 

accordance with the provisions of the Master Trust Indenture, or (ii) the 

outstanding principal amount of the Series 2018-1 Senior Notes and all interest 

thereon is declared due and payable in accordance with the Indenture as a result 

of the occurrence of a Series 2018-1 Event of Default (as defined below). 

Principal Payment Dates and 

Principal Payment Amount: 

Subject to the occurrence of an Acceleration Event, the outstanding principal 

amount of the Series 2018-1 Senior Notes shall be due and payable on May 15, 

2033 (such Payment Date, the “Expected Principal Payment Date”). Following 

the occurrence of an Amortization Event, each Payment Date thereafter shall be a 

Principal Payment Date in respect of the Series 2018-1 Senior Notes and the then 

outstanding principal amount of the Series 2018-1 Senior Notes shall be due and 

payable on each such Payment Date. 

Principal Payment Default Date: May 15, 2035 
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Principal Accumulation Amounts: Subject to the occurrence of an Amortization Event, the Series 2018-1 Senior 

Notes shall have the Principal Accumulation Amounts for the Payment Dates 

specified in Appendix A hereto. 

Following the occurrence of an Amortization Event, the Principal Accumulation 

Amount with respect to each Payment Date thereafter shall be an amount equal to 

the outstanding principal amount of the Series 2018-1 Senior Notes. 

Subordination: Concurrent with the issuance of the Series 2018-1 Senior Notes, OPG will 

subscribe for (i) $● of ●% subordinated notes due May 15, 2033, Series 2018-1 

(the “Series 2018-1 Subordinated Notes”); and (ii) $● of ●% junior 

subordinated notes due May 15, 2033, Series 2018-1 (the “Series 2018-1 Junior 

Subordinated Notes”). The Series 2018-1 Subordinated Notes shall be 

subordinated to the Series 2018-1 Senior Notes (and all other Senior Funding 

Obligations), and the Series 2018-1 Junior Subordinated Notes shall be 

subordinated to the Series 2018-1 Senior Notes (and all other Senior Funding 

Obligations) and the Series 2018-1 Subordinated Notes (and all other 

Subordinated Funding Obligations), in each case in the manner described in the 

confidential shelf offering memorandum under the heading “Capital Markets 

Platform – Subordination Provisions”. 

Optional Redemption: The Series 2018-1 Senior Notes will be redeemable at the option of the Issuer, in 

whole or in part, at any time and from time to time, on not less than 15 nor more 

than 60 days’ notice at the redemption price specified below. At any time prior to 

the Par Call Date, the redemption price will be equal to the greater of (i) the 

Series 2018-1 Canada Yield Price and (ii) par, plus, in each case, accrued and 

unpaid interest to, but not including, the date of redemption. On or after the Par 

Call Date, the redemption price will be equal to par, plus accrued and unpaid 

interest to, but not including, the date of redemption. 

“Par Call Date” means November 15, 2032. 

“Series 2018-1 Canada Yield Price” means a price equal to the price of the 

Series 2018-1 Senior Notes calculated to provide a yield to the Par Call Date, 

compounded semi-annually and calculated in accordance with generally accepted 

Canadian financial practice, equal to the Government of Canada Yield calculated 

at 10:00 a.m. (Toronto time) on the third business day preceding the date of 

redemption, plus ●% per annum. 

“Government of Canada Yield” on any date means, in respect of the Series 

2018-1 Senior Notes being redeemed, the yield from the redemption date to the 

Par Call Date compounded semi-annually and calculated in accordance with 

generally accepted Canadian financial practice, which a non-callable Government 

of Canada bond would carry if issued in Canadian dollars in Canada at 100% of 

its principal amount on such date with a term to maturity equal to the remaining 

term to the Par Call Date (calculated from the date of redemption), such yield 

being the average of the yields provided by two major Canadian investment 

dealers specified by the Issuer. 
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Limited Recourse: The Series 2018-1 Senior Notes do not constitute a debt, liability or other 

obligation of, or interest in, OPG or any of its other affiliates (other than the 

Issuer). The Series 2018-1 Senior Notes are not a debt, liability or obligation of 

the Province of Ontario or any of its political subdivisions, agencies or 

instrumentalities. The Series 2018-1 Senior Notes will not be insured or 

guaranteed by the Province of Ontario, OPG or any of their respective affiliates 

or any other person or entity, except that the Province of Ontario has agreed to 

provide a limited guarantee in respect of the Series 2018-1 Senior Notes 

following the occurrence of certain events. See the confidential shelf offering 

memorandum under “Change of Law Protection Agreement”. The Series 2018-1 

Senior Notes will be limited recourse obligations, secured only by the collateral 

described in the confidential shelf offering memorandum. See the confidential 

shelf offering memorandum under the heading “Capital Markets Platform — 

Acceleration and Remedies — Limited Recourse” and “Risk Factors”. 

Use of Proceeds: The proceeds from the Series 2018-1 Senior Notes Offering will be used to 

refinance $● of indebtedness of the Issuer previously incurred to purchase an 

Investment Interest from the IESO pursuant to the Master Transfer and Servicing 

Agreement. See “Consolidated Capitalization”. Expenses of the Series 2018-1 

Senior Notes Offering are to be paid from existing cash resources. 

Ranking: Subject to the applicable payment waterfalls in the Master Trust Indenture, the 

Series 2018-1 Senior Notes will be direct, secured and unsubordinated 

obligations of the Issuer, and will at all times rank equally and proportionately 

with each other and all other Senior Funding Obligations issued by the Issuer 

from time to time pursuant to the Indenture, without discrimination or preference. 

Change of Law Protection 

Agreement: 

The Series 2018-1 Senior Notes are Approved Obligations under the Change of 

Law Protection Agreement. 

Series 2018-1 Events of Default: In addition to the Events of Default contained in the Master Trust Indenture and 

described in the confidential shelf offering memorandum, each of the following 

events constitute a “Series 2018-1 Events of Default”: 

(a) failure to pay interest on the Series 2018-1 Senior Notes when due, subject 

to a 5-day cure period; 

(b) failure to pay principal on the Principal Payment Default Date for the Series 

2018-1 Senior Notes; 

(c) breach of representation or warranty in the Series 2018-1 Senior 

Supplemental Indenture applicable to the Series 2018-1 Senior Notes, 

subject to materiality requirements and a 60-day cure period; 

(d) breach of a covenant in the Series 2018-1 Senior Supplemental Indenture, 

subject to materiality requirements and a 60-day cure period; and 

(e) an event occurs and as a result thereof, all or any portion of the principal 

amount of any other Senior Funding Obligation has been accelerated. 
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Acceleration upon a Series 2018-1 

Event of Default: 

Upon the occurrence of a Series 2018-1 Event of Default, the holders of Series 

2018-1 Senior Notes may, by Ordinary Resolution, declare the outstanding 

principal and all accrued and unpaid interest on the Series 2018-1 Senior Notes to 

be immediately due and payable, whether or not all Issuer Funding Obligations 

have been accelerated pursuant to the Master Trust Indenture. For a discussion of 

the consequences of such declaration, see the confidential shelf offering 

memorandum under the headings “Capital Markets Platform – Acceleration and 

Remedies” and “Risk Factors – If a Series of Senior Notes or all Senior Notes are 

accelerated, a holder of Senior Notes might receive payment of principal sooner 

or later than expected”. 

Rating Agency Condition: “Rating Agency Condition” means with respect to any action in respect of the 

Series 2018-1 Senior Notes subject to such condition, the Issuer shall deliver 

written notice of the proposed action to such Rating Agency or Rating Agencies 

at least 10 business days prior to the effective date of such action (or if 10 

business days prior notice is impractical, such advance notice as is practicable) 

and (i) the Rating Agencies shall not have informed the Issuer prior to the 

effective date of such action that such action will result in the reduction or 

withdrawal of the rating in effect with respect to the Series 2018-1 Senior Notes 

immediately before the taking of such action, or (ii) in the case of DBRS, or any 

successor thereto, DBRS shall have informed the Issuer in writing prior to the 

effective date of such action that such action will not result in the reduction or 

withdrawal of the rating in effect with respect to the Series 2018-1 Senior Notes 

immediately before the taking of such action. 

Additional Security: No Series Account will be established for the Series 2018-1 Senior Notes. No 

credit enhancement agreement or liquidity agreement has been entered into for 

the benefit of the Series 2018-1 Noteholders. 

Currency: Canadian dollars. 

Minimum Subscription: Minimum principal amount of $150,000. 

Form and Denomination: Book entry only through participants in CDS. The Series 2018-1 Senior Notes 

will be issued in multiples of $1,000. 

CUSIP/ISIN: CUSIP  – ● 

ISIN  – ● 

Agents: CIBC World Markets Inc. (joint lead and joint bookrunner), Goldman Sachs 

Canada Inc. (joint lead), RBC Dominion Securities Inc. (joint lead and joint 

bookrunner), BMO Nesbitt Burns Inc., Scotia Capital Inc., National Bank 

Financial Inc., TD Securities Inc., Morgan Stanley Canada Limited, HSBC 

Securities (Canada) Inc., Laurentian Bank Securities Inc., Desjardins Securities 

Inc. and Casgrain & Company Limited. 

 

Any statement contained in the confidential shelf offering memorandum or in any document incorporated or deemed 

to be incorporated by reference in the confidential shelf offering memorandum shall be deemed to be modified or 

superseded, to the extent that a statement contained herein or in any other subsequent document which is or is 

deemed to be incorporated by reference in the confidential shelf offering memorandum, modifies or supersedes such 

prior statement. The modifying or superseding statement need not state that it has modified or superseded a prior 

statement or include any other information set forth in the document which it modifies or supersedes. The making of 

such a modifying or superseding statement shall not be deemed an admission for any purposes that the modified or 

superseded statement, when made, constituted a misrepresentation, an untrue statement of a material fact or an 

omission to state a material fact that is required to be stated or that is necessary to make a statement not misleading 
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in light of the circumstances in which it was made. Any statement so modified or superseded shall not constitute a 

part of the confidential shelf offering memorandum, except as so modified or superseded. 

 

CIBC World Markets Inc., RBC Dominion Securities Inc. and Goldman Sachs Canada Inc. are each, directly 

or indirectly, a wholly-owned or majority-owned subsidiary or affiliate of a financial institution which is a 

lender to the Issuer and to which the Issuer is currently indebted under the terms of the Warehouse Facilities 

(as described herein). The Issuer may use a portion of the net proceeds of the Series 2018-1 Senior Notes 

Offering to repay certain indebtedness under the Warehouse Facilities. Consequently, the Issuer may be 

considered to be a “connected issuer” of certain of the Agents for the purposes of securities regulations in 

certain provinces. See “Relationship between the Issuer and the Agents”.  
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CAPITALIZATION 

 

On December 21, 2017, the Issuer entered into the following supplemental indentures under the Master Trust 

Indenture for the provision of an aggregate of approximately $1.56 billion in short term indebtedness (collectively, the 

“Warehouse Facilities”), of which a total of $1.179 billion is drawn as of the date hereof: 

 

(i) a warehouse senior series 2017-1 supplemental indenture with, among others, Royal Bank of 

Canada, as administrative agent for certain commercial paper conduit purchasers and financial 

institutions named therein, for the provision of an aggregate maximum principal amount of 

$800,000,000 floating rate variable funding Senior Notes, Series 2017-1 (“Senior Notes, Series 

2017-1”), of which $601,290,000 is drawn. See “Relationship between the Issuer and the Agents”; 

 

(ii) a warehouse subordinated series 2017-1 supplemental indenture with, among others, OPG for the 

provision of an aggregate maximum principal amount of $611,764,705.88 floating rate variable 

funding Subordinated Notes, Series 2017-1 (“Subordinated Notes, Series 2017-1”), of which 

$459,810,000 is drawn; and 

 

(iii) a warehouse junior subordinated series 2017-1 supplemental indenture with, among others, OPG for 

the provision of an aggregate maximum principal amount of $156,862,745.10 floating rate variable 

funding Junior Subordinated Notes, Series 2017-1 (“Junior Subordinated Notes, Series 2017-1”), 

of which $117,900,000 is drawn. 

 

The issuance of Senior Notes, Series 2017-1, Subordinated Notes, Series 2017-1 and Junior Subordinated Notes, 

Series 2017-1 under the Warehouse Facilities described above were used to acquire a $1.179 billion Investment 

Interest from the IESO on December 21, 2017. 

 

Concurrently with the issuance of the Series 2018-1 Senior Notes, OPG will also subscribe for the Series 

2018-1 Subordinated Notes and the Series 2018-1 Junior Subordinated Notes. 

 

The following table summarizes the capitalization of the Issuer as at the dates indicated before and after 

completion of the Series 2018-1 Senior Notes Offering. 

 

  

As at December 31, 

2017 before giving 

effect to the Series 

2018-1 Senior Notes 

Offering  

As at December 31, 

2017 after giving 

effect to the Series 

2018-1 Senior Notes 

Offering 

Cash and Cash Equivalents……………………………………….. 

 

Nil  $● 

Debt     

 Long-term debt, including current portion…………………….  Nil  $● 

 Short-term debt………………………………………………...  $1,179,000,000.00(2)  $● 

 Bank indebtedness……………………………………………..  Nil  $● 

Total Debt…………………………………………………………  $1,179,000,000.00(2)  $● 

 

Equity     

Equity………………………………………………………………  $10,000.01  $10,000.01 

Total Capitalization………………………………………………  $1,179,010,000.01(2)  $● 

__________________________ 
(2) Representing Notes outstanding as of the date hereof under the Warehouse Facilities as follows: (i) $601,290,000, or 51% of all short term 

debt, represented by Senior Notes, Series 2017-1; (ii) $459,810,000, or 39% of all short term debt, represented by Subordinated Notes, 

Series 2017-1 held by OPG; and (iii) $117,900,000, or 10% of all short term debt, represented by Junior Subordinated Notes, Series 2017-1 

held by OPG. 
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CERTAIN CANADIAN FEDERAL INCOME TAX CONSIDERATIONS 

 

In the opinion of Torys LLP and Osler, Hoskin & Harcourt LLP, the following summary describes the 

principal Canadian federal income tax considerations generally applicable under the Income Tax Act (Canada) (the “Tax 

Act”) to a holder who acquires Series 2018-1 Senior Notes as beneficial owner pursuant to the Series 2018-1 Senior 

Notes Offering and who, for purposes of the Tax Act and at all relevant times, deals at arm’s length and is not affiliated 

with the Issuer, and holds Series 2018-1 Senior Notes as capital property (a “Holder”). Generally, the Series 2018-1 

Senior Notes will be capital property to a Holder provided that the Holder does not acquire or hold the Series 2018-1 

Senior Notes in the course of carrying on a business or as part of an adventure or concern in the nature of trade. Certain 

holders who might not otherwise be considered to hold their Series 2018-1 Senior Notes as capital property may, in 

certain circumstances, be entitled to treat their Series 2018-1 Senior Notes and any other “Canadian security” (as defined 

in the Tax Act) owned by them in the taxation year of the election and all subsequent taxation years as capital property 

by making the irrevocable election permitted by subsection 39(4) of the Tax Act. Such holders are advised to consult 

their own tax advisors to determine whether such an election is available and desirable in their particular circumstances. 

 

This summary is not applicable to a holder: (i) that is a “financial institution” (as defined in the Tax Act for 

purposes of the “mark to market property” and “specified debt obligation” rules); (ii) an interest in which is a “tax shelter 

investment” (as defined in the Tax Act); (iii) that reports its “Canadian tax results” (as defined in the Tax Act) in a 

currency other than Canadian dollars; or (iv) that has entered into or will enter into a “derivative forward agreement” as 

defined in the Tax Act in respect of the Series 2018-1 Senior Notes. Any such holders should consult their own tax 

advisors with respect to an investment in the Series 2018-1 Senior Notes. In addition, this summary does not address the 

deductibility of interest by a holder who has borrowed money to acquire Series 2018-1 Senior Notes. 

 

On July 18, 2017, the Minister of Finance (Canada) released a consultation paper that included an 

announcement of its intention to amend the Tax Act to increase the amount of tax applicable to passive investment 

income earned through a private corporation. No specific amendments to the Tax Act were proposed in connection with 

this announcement and this summary does not consider the implications of this announcement. On November 18, 2017, 

the Minister of Finance (Canada) announced that the government intends to move forward with the planned amendments 

subject to further developments to address concerns of business owners the details of which are not yet available. 

Holders that are private corporations should consult their own tax advisors regarding the implications of these 

announcements with respect to their particular circumstances. 

 

This summary is based upon the facts set out in the confidential shelf offering memorandum, the current 

provisions of the Tax Act and the regulations thereunder (the “Regulations”), all specific proposals to amend the Tax 

Act and the Regulations publicly announced by or on behalf of the Minister of Finance (Canada) prior to the date hereof 

(the “Tax Proposals”) and counsel’s understanding of the current published administrative policies and practices of the 

Canada Revenue Agency. There can be no assurance that any Tax Proposals will be implemented in their current form or 

at all. This summary does not otherwise take into account or anticipate any changes in law or administrative policies and 

practices, whether by legislative, administrative or judicial action nor does it take into account provincial, territorial or 

foreign tax legislation or considerations, which may differ significantly from those discussed herein. 

 

This summary is not exhaustive of all possible Canadian federal income tax considerations applicable to an 

investment in the Series 2018-1 Senior Notes. Moreover, the income and other tax consequences of acquiring, holding or 

disposing of the Series 2018-1 Senior Notes will vary depending on the Holder’s particular circumstances, including the 

province or territory, or provinces or territories, in which the Holder resides or carries on business. Accordingly, this 

summary is of a general nature only and is not intended to be legal or tax advice to any particular Holder, and no 

representations with respect to the income tax consequences to any Holder are made. Investors should consult their own 

tax advisors for advice with respect to the tax consequences of an investment in the Series 2018-1 Senior Notes based on 

their particular circumstances. This summary does not address any tax considerations applicable to persons other than 

Holders and such persons should consult their own tax advisors regarding the consequences of acquiring, holding and 

disposing of Series 2018-1 Senior Notes under the Tax Act and any jurisdiction in which they may be subject to tax. 
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Foreign Exchange 

 

For purposes of the Tax Act, all amounts relating to the acquisition, holding or disposition of Series 2018-1 

Senior Notes must be expressed in Canadian dollars, including any interest, adjusted cost base and proceeds of 

disposition. For purposes of the Tax Act, amounts denominated in a currency other than the Canadian dollar generally 

must be converted into Canadian dollars in accordance with the Tax Act on the date such amounts first arose. A Holder 

may realize a capital gain or a capital loss on the disposition or deemed disposition of a Series 2018-1 Senior Note by 

virtue of fluctuations in the value of the U.S. dollar relative to the Canadian dollar. The amount of interest or other 

amounts required to be included in computing the Holder’s income for a taxation year will also be affected by 

fluctuations in the U.S. dollar relative to the Canadian dollar. 

 

Interest on Series 2018-1 Senior Notes 

 

A Holder that is a corporation, partnership, unit trust or any trust of which a corporation or partnership is a 

beneficiary will be required to include in computing its income for a taxation year all interest on the Series 2018-1 Senior 

Notes that accrues or is deemed to accrue to such Holder to the end of the particular taxation year or that becomes 

receivable or is received by the Holder before the end of that taxation year, including on a redemption or repayment on 

maturity, except to the extent that such interest was included in computing the Holder’s income for a preceding taxation 

year. 

 

Any other Holder, including an individual, will be required to include in computing its income for a taxation 

year all interest on the Series 2018-1 Senior Notes that is received or receivable by the Holder in that taxation year 

(depending upon the method regularly followed by the Holder in computing income), including on a redemption, 

purchase for cancellation, or repayment on maturity, except to the extent that the interest was included in the Holder’s 

income for a preceding taxation year.  

 

Any premium paid by the Issuer to a Holder on the redemption of a Series 2018-1 Senior Note or a purchase 

for cancellation of a Series 2018-1 Senior Note (other than in the open market in the manner any such obligation would 

normally be purchased in the open market by any member of the public), will generally be deemed to be interest received 

at the time by the Holder to the extent that such premium can reasonably be considered to relate to, and does not exceed 

the value at the time of the redemption of or purchase for cancellation of, the interest that, would have been paid or 

payable by the Issuer on the Series 2018-1 Senior Note for a taxation year ending after the redemption or purchase for 

cancellation, and to the extent such premium was not otherwise included in computing the Holder’s income for that 

taxation year or a previous taxation year. 

 

Where a Holder is required to include in income interest on a Series 2018-1 Senior Note that accrued before 

such Series 2018-1 Senior Note was acquired by the Holder, the Holder will be entitled to a deduction in computing 

income of an equivalent amount. The adjusted cost base to the Holder of the Series 2018-1 Senior Note will be reduced 

by the amount which is so deductible. 

 

If a Series 2018-1 Senior Note is purchased by a Holder at a discount from its face value, the Holder may be 

required to include an amount equal to such discount in computing income, either in accordance with the deemed interest 

accrual rules contained in the Tax Act and Regulations or in the taxation year in which an amount in respect of the 

discount is received or receivable by the Holder. Holders should consult their own tax advisors in these circumstances as 

the treatment of the discount may vary with the facts and circumstances giving rise to the discount. 

 

Disposition of Series 2018-1 Senior Notes 

 

On a disposition or deemed disposition of a Series 2018-1 Senior Note (including a redemption, purchase for 

cancellation or repayment at maturity), a Holder will generally be required to include in income any premium deemed to 

be interest and the amount of interest accrued, or deemed to have accrued, on the Series 2018-1 Senior Note from the 

date of the last interest payment to the date of disposition to the extent that such amount has not otherwise been included 

in the Holder’s income for the taxation year or a previous taxation year.  
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A disposition or deemed disposition by a Holder of a Series 2018-1 Senior Note will generally result in the 

Holder realizing a capital gain (or capital loss) equal to the amount by which the proceeds of disposition, net of any 

accrued interest or any amount deemed to be interest, exceed (or are exceeded by) the aggregate of the Holder’s adjusted 

cost base thereof and any reasonable costs of disposition.  

 

One half of any capital gain (a “taxable capital gain”) generally must be included in the Holder’s income for 

the taxation year of the disposition, and one half of any capital loss (an “allowable capital loss”) realized in a taxation 

year must be deducted from taxable capital gains realized in that year. Allowable capital losses in excess of taxable 

capital gains realized in a taxation year may be deducted from net taxable capital gains realized in the three preceding 

taxation years or any subsequent taxation year, subject to detailed rules contained in the Tax Act in this regard. A capital 

gain realized by an individual (other than certain specified trusts) may give rise to a liability for alternative minimum tax. 

 

Eligibility for Investment 

 

The Series 2018-1 Senior Notes would, if acquired on the date hereof and if they (i) are issued as part of a 

single issue of debt of at least $25 million and (ii) have an investment grade rating with certain rating agencies prescribed 

under the Tax Act, be qualified investments under the Tax Act for a trust governed by a registered retirement savings 

plan (“RRSP”), registered retirement income fund (“RRIF”), registered education savings plan (“RESP”), registered 

disability savings plan (“RDSP”), tax free savings account (“TFSA”) and deferred profit sharing plan (“DPSP”) (except 

for a trust governed by a DPSP to which the Issuer has made a contribution). 

 

Even if the Series 2018-1 Senior Notes may be qualified investments for a trust governed by an RRSP, RRIF, 

RESP, RDSP or TFSA, if the Series 2018-1 Senior Notes are “prohibited investments” (as defined in section 207.01 of 

the Tax Act) for an RRSP, RRIF, RESP, RDSP or TFSA, then a holder of the TFSA or RDSP, a subscriber of the RESP 

or an annuitant of the RRSP or RRIF, as the case may be, will be subject to a penalty tax as set out in the Tax Act. The 

Series 2018-1 Senior Notes would not be prohibited investments on the date hereof, provided (i) the holder of the TFSA 

or RDSP, the subscriber of the RESP or the annuitant of the RRSP or RRIF, as the case may be, deals at arm’s length 

with the Issuer within the meaning of the Tax Act, and (ii) does not have a “significant interest” within the meaning of 

subsection 207.01(4) of the Tax Act in the Issuer. Investors intending to hold the Series 2018-1 Senior Notes in a TFSA, 

RRSP, RRIF, RESP or RDSP should consult their own advisors as to whether the Series 2018-1 Senior Notes would be a 

prohibited investment in their particular circumstances. 

 

RELATIONSHIP BETWEEN THE ISSUER AND THE AGENTS 

 

CIBC World Markets Inc., RBC Dominion Securities Inc. and Goldman Sachs Canada Inc. are each, directly or 

indirectly, a wholly-owned or majority-owned subsidiary or affiliate of a financial institution which is a lender to the 

Issuer and to which the Issuer is currently indebted under the terms of the Warehouse Facilities. The Issuer may use 

a portion of the net proceeds of the Series 2018-1 Senior Notes Offering to repay certain indebtedness under the 

Warehouse Facilities. Consequently, the Issuer may be considered to be a “connected issuer” of certain of the 

Agents under applicable Canadian securities legislation. As of the date of this Term Sheet, the Issuer is in 

compliance with the terms of its indebtedness under the Warehouse Facilities. Since the indebtedness under the 

Warehouse Facilities was incurred, the financial position of the Issuer has not materially changed. As of , 2018, the 

Issuer had approximately $ outstanding under the Warehouse Facilities. CIBC World Markets Inc., RBC Dominion 

Securities Inc. and Goldman Sachs Canada Inc. have each advised that the decision to act as Agents for the Series 

2018-1 Senior Notes Offering was made independently of the lenders under the Warehouse Facilities and the lenders 

had no influence as to the determination of the terms of the distribution. None of CIBC World Markets Inc., RBC 

Dominion Securities Inc. and Goldman Sachs Canada Inc. will receive any benefit in connection with the Series 

2018-1 Senior Notes Offering other than its respective portion of the Agents’ commission payable by the Issuer. 

 

LEGAL MATTERS 

 

Certain Canadian legal matters in connection with the Series 2018-1 Senior Notes Offering will be passed 

upon by Torys LLP on behalf of the Issuer and by Osler, Hoskin & Harcourt LLP on behalf of the Agents.



 

  

 

APPENDIX A 

PRINCIPAL ACCUMULATION AMOUNTS AND PAYMENT DATES 

 

 

Payment Date 

Principal  

Accumulation Amount 

January 15, 2030 $ 

February 15, 2030 $ 

March 15, 2030 $ 

April 15, 2030 $ 

May 15, 2030 $ 

June 15, 2030 $ 

July 15, 2030 $ 

August 15, 2030 $ 

September 15, 2030 $ 

October 15, 2030 $ 

November 15, 2030 $ 

December 15, 2031 $ 

January 15, 2031 $ 

February 15, 2031 $ 

March 15, 2031 $ 

April 15, 2031 $ 

May 15, 2031 $ 

June 15, 2031 $ 

July 15, 2031 $ 

August 15, 2031 $ 

September 15, 2031 $ 

October 15, 2031 $ 

November 15, 2031 $ 

December 15, 2031 $ 

January 15, 2032 $ 

February 15, 2032 $ 

March 15, 2032 $ 

April 15, 2032 $ 

May 15, 2032 $ 

June 15, 2032 $ 

July 15, 2032 $ 

August 15, 2032 $ 

September 15, 2032 $ 

October 15, 2032 $ 

November 15, 2032 $ 

December 15, 2033 $ 

January 15, 2033 $ 

February 15, 2033 $ 

March 15, 2033 $ 

April 15, 2033 $ 

May 15, 2033 $ 

 


