
Q&A Response 

Q. How does the 3.357% price of the Ontario Power Generation’s Fair Hydro 
Trust’s first issuance of senior notes compare with the Ministry of Energy’s Fair 
Allocation Amount (FAA) assumptions?

A number of inputs will vary over the thirty-year life of the Global Adjustment (GA) 
refinancing program and will continue to be revised to reflect changing conditions (e.g., 
changes in interest rates). 

The Ministry analysis underpinning the 2017 Fair Allocation Amount (2017 FAA) 
included a 5.0% average interest rate over the life of the GA refinancing program (i.e., 
30 years).  Note: Navigant’s modelling of GA refinancing assumed an interest rate of 
4.5%.  In the development of the 2017 FAA the interest rate assumptions were revised 
to 5% based on consultations with OPG.       

On February 6, 2017, OPG announced that it was able to secure an interest rate of 
3.357% for the senior debt on its first issuance that has a 15 year term and a value of 
$500 million.  

OPG advises that the remainder of the debt is split between “subordinated” and “junior 
subordinated” debt. The effective interest rate will be the weighted average of these 
three series of debt (i.e., senior, subordinated and junior subordinated).  OPG is 
expected to finalize the pricing for the subordinated and junior subordinated debt within 
the next 48 hours. The pricing will be based in part on the pricing of the senior series. 


