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Maksymuik, Amanda (ENERGY) 

Subject: 
Location: 

Start: 
End: 
Show Time As: 

Recurrence: 

Meeting Status: 

Organizer: 
Required Attendees: 

Optional Attendees: 

Equitable Allocation Forecasts 
Teleconference 

Tue 04/11/2017 10:30 AM 
Tue 04/11/2017 11:30 AM 
Tentative 

(none) 

Not yet responded 

Kulasinghe, Meineka (MEDG/MRIS) 
Shear, Dan (ENERGY); Rehab, James (ENERGY); O'Riordan, Eamon (ENERGY); 
stephen.ashbourne@blakes.com; bryson.stokes@blakes.com; judy.wilson@blakes.com; 
Cayley, Daniel (ENERGY); Christie, Tim (ENERGY); Calwell, Carolyn (ENERGY/MEDEI/MRI); 
Kacaba, Jennifer (ENERGY) 
Malecki, Justin (ENERGY) 

Update: The teleconference has been updated to Aprilll th, 2017 (tomorrow) from 10:30 AM to 11:30 AM. 

The following line has been booked for the Equitable Allocation Forecasts conference call: 

Toll-free dial-in number: 1-866-633-1033 

Local dial-in number: 416-212-8013 

Conference ID: 3839784# 

Thanks, 

Meineka Kulasinghe 
Legal Secretary 
Ministries of Energy I Economic Development & Growth I 
Research, Innovat ion & Science I Infrastructure I Accessibility 

Legal Services Branch 

56 Wellesley Street West, 5th Floor 

Toronto, ON M7A 2E7 
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Maksymuik, Amanda (ENERGY} 

Subject: 

Start: 
End: 

Recurrence: 

Organizer: 

fair hydro - cap and trade -7:45pm 

Tue 04/11/2017 5:00 PM 

Tue 04/11/2017 5:30 PM 

(none) 

Kacaba, Jennifer (ENERGY) 

1 
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Maksymuik, Amanda (ENERGY) 

Subject: 
Location: 

Start: 
End: 

Recurrence: 

Meeting Status: 

Organizer: 
Required Attendees: 

Optional Attendees: 

Update 

Ontario Fair Hydro Plan 

199 Bay St. - 40th Floor, Blakes 

Man 04/10/2017 10:00 AM 
Man 04/10/2017 4:00PM 

(none) 

Accepted 

Calwell, Carolyn (ENERGY/MEDEI/MRI) · 
Rehab, James (ENERGY); Shear, Dan (ENERGY); Kacaba, Jennifer (ENERGY); Nelms, Scott 
(MOF); Hume, Steen (ENERGY); Christie, Tim (ENERGY); Leslie.Wong@opg.com; 
'MCAULEY Tyler -LAWDIV' (tyler.mcauley@opg.com); John.S.Lee@opg.com; 
JUDY.WILSON@blakes.com; Stephen.Ashbourne@blakes.com; 
Bryson.Stokes@blakes.com; 'Alan Hibben' (alan.hibben@rogers.com); 
Brad.Purkis@tdsecurities.com; Maharukh.Hilloowala@tdsecurities.com; 
Michaei.Wolff@tdsecurities.com; Harold.Holloway@tdsecurities.com; 'Niehaus, Katrina'; 
'Benaiah, Ian'; Nevison, Gary (Gary.Nevison@tdsecurities.com); Thom, Trevor 
(Trevor.Thom@tdsecurities.com); Akman, Steven (Steven.Akman@tdsecurities.com); 

Thompson, Susan (Susan.Thompson@tdsecurities.com); Manii, David 
(david.manii@tdsecurities.com); michael.boll@ieso.ca; Kim Marshall 
'Feldman, Michael'; 'Persaud, Donnie - Debt Capital Markets'; 'Hill, Krista'; 'Turnbull, 
Vickie'; 'Dal Bello, David'; 'Mansoori, Nina'; 'Sebastiana, Rocco'; 'Fitzpatrick, Michael F.'; 
Veinot, Cindy (TBS); 'Glenn Zacher'; 'O'Brian, Adam'; 'Emes, Aaron'; 'Peter Hamilton'; 
'JORDA Jenny -FIN & CCTRL'; maryanne.aldred@ontarioenergyboard.ca; Petsche, 
Nadine (TBS) 

This meeting has been extended from 2:00pm until 4:00pm. 

Hi Everyone, 

This will be a meeting to discuss the Ontario Fair Hydro Plan (OFHP). 

The meeting will be held at Blakes and the main contact on site will be Lindsay Dicks (416-863-4347 
or Lindsay.Dicks@blakes.com). Please inform Lindsay if there will be additional people attending 
from your group because she will need to pass this information along to their security desk. 

To the representatives from OPG, please forward this meeting invitation to your respective outside 
counsel for their attendance. 

Any materials available for this meeting will be provided in a future update. 

If you are unable to attend in person, please use the following conference call information: · 

1 





Toll-free dial-in number: 1-866-633-1033 
Local dial-in number: 416-212-8013 
Conference ID: 3164921# 

lfthere are any additional scheduling needs or updates, please contact Joseph Pau ( 416-326-1018 
or Joseph.Pau@ontario.ca). 

Thanks, 
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Maksymuik, Amanda (ENERGY) 

Subject: 
Location: 

Start : 
End: 

Recurrence: 

Meeting Status: 

Organizer: 
Required Attendees: 

Optional Attendees: 

Update 

Ontario Fair Hydro Plan 
199 Bay St. -40th Floor, Blakes 

Mon 04/10/2017 10:00 AM 

Mon 04/10/2017 4:00PM 

(none) 

Accepted 

Calwell, Carolyn (ENERGY/MEDEI/MRI) 
Rehob, James (ENERGY); Shear, Dan (ENERGY); Kacaba, Jennifer (ENERGY); Nelms, Scott 
(MOF); Hume, Steen (ENERGY); Christie, Tim (ENERGY); Leslie.Wong@opg.com; 
'MCAULEY Tyler -LAWDIV' (tyler.mcauley@opg.com); John.S.Lee@opg.com; 

JUDY.WILSON@blakes.com; Stephen.Ashbourne@blakes.com; 
Bryson.Stokes@blakes.com; 'Alan Hibben' (alan.hibben@rogers.com); 
Brad.Purkis@tdsecurities.com; Maharukh.Hilloowala@tdsecurities.com; 
Michaei .Wolff@tdsecurities.com; Harold.Holloway@tdsecurities.com; 'Niehaus, Katrina'; 
'Benaiah, Ian'; Nevison, Gary (Gary.Nevison@tdsecurities.com); Thom, Trevor 
(Trevor.Thom@tdsecurities.com); Akman, Steven (Steven.Akman@tdsecurities.com); 
Thompson, Susan (Susan.Thompson@tdsecurities.com); Manii, David 
(david.manii@tdsecurities.com); michael.boll@ieso.ca; Kim Marshall 
'Feldman, Michael'; 'Persaud, Donnie - Debt Capital Markets'; 'Hill, Krista'; 'Turnbull, 
Vickie'; 'Dal Bello, David'; 'Mansoori, Nina'; 'Sebastiana, Rocco'; 'Fitzpatrick, Michael F.'; 
Veinot, Cindy (TBS); 'Glenn Zacher'; 'O'Brian, Adam'; 'Emes, Aaron'; 'Peter Hamilton'; 

'JORDA Jenny -FIN & C CTRL'; maryanne.aldred@ontarioenergyboard.ca; Petsche, 
Nadine (TBS) 

This meeting has been extended from 2:00pm until 4:00pm. 

Hi Everyone, 

This will be a meeting to discuss the Ontario Fair Hydro Plan (OFHP). 

The meeting will be held at Blakes and the main contact on site will be Lindsay Dicks (416-863-4347 
or Lindsay.Dicks@blakes.com). Please inform Lindsay if there will be additional people attending 
from your group because she will need to pass this information along to their security desk. 

To the representatives from OPG, please forward this meeting invitation to your respective outside 
counsel for their attendance. 

Any materials available for this meeting will be provided in a future update. 

If you are unable to attend in person, please use the following conference call information: 
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Toll-free dial-in number: 1-866-633-1033 
Local dial-in number: 416-212-8013 
Conference 10: 3164921# 

If there are any additional scheduling needs or updates, please contact Joseph Pau (416-326-1 018 
or Joseph.Pau@ontario.ca). 

Thanks, 

2 
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Maksymuik, Amanda (ENERGY) 

Subject: 
Location: 

FW: Regular Legislative Check-Ins 

Teleconference: 1 855 318 4202 8635820# 

Start: 
End: 

Tue 03/28/2017 11:00 AM 
Tue 03/28/2017 11:30 AM 

Recurrence: (none) 

Meeting Status: Accepted 

Organizer: WILSON, JUDY 

The meeting at noon is in person here. 

-----Original Appointment-----
From: WILSON, JUDY [mailto:JUDY.WILSON@blakes.com] 
Sent: March-16-17 11:36 AM 
To: WILSON, JUDY; Calwell, Carolyn (ENERGY/MEDEI/MRI); Shear, Dan (ENERGY); Rehab, James (ENERGY); Johnson, 
Paul (ENERGY/MEDEI/MRI); STOKES, BRYSON 
Subject: Regular Legislative Check-Ins 
When: March-28-17 11:00 AM-11:30 AM (UTC-04:00) Caracas. 
Where: Teleconference: 1 855 318 4202 8635820# 

Please forward if I have left anyone off the invitation . 
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Bill 2017 

An Act to provide for the fair allocation of costs of electricity over time 

Preamble 
The Government of Ontario is committed to fostering the development of a clean, 
modern and reliable electricity system with a diverse supply mix. The Government is 
also committed to removing barriers to and promoting opportunities for renewable and 
clean energy projects .1 These commitments can only be achieved if costs are shared fairly 
amongst consumers, today and in the future. 

Electricity rates have risen for two key reasons. First, decades of under-investment in the 
electricity system resulted in the need to invest more than $50 billion in generation, 
transmission and distribution assets to ensure the system is clean and reliable. Second, 
the decision to eliminate Ontario ' s use of coal and produce clean, renewable power has 
created additional costs . 

The actions taken to achieve a clean, modern and reliable electricity system have resulted 
in significant costs to consumers today. The burden of financing these system 
improvements and funding key programs has unfairly fallen almost entirely on the 
shoulders oftoday' s consumers. 

Recognizing that the electricity infrastructure that has been built and the policy decisions 
that have been made will create benefits for years to come, costs should be allocated 
fairly over time, so that consumers in the future pay their fair share for the benefits that 
they receive from the investments already made. 

Therefore, Her Majesty, by and with the advice and consent of the Legislative Assembly 
of the Province of Ontario, enacts as follows: 

Interpretation 
Effect of invalidity, etc. 

CONTENTS 

PART l 
GENERAL 

1 FLS: please see the preamble of the Green Energy Act, 2009. 
;! FLS: please see opening flush ofs. 97A (4) of the Constitution Act, I 867 





103 . 
104. 
Schedule I 

Purpose 
Crown bound 
Protection and assurances 

PART Il 
FAIR ADJUSTMENT 

Fair adjustment, May 1, 2017 to April 30, 2018 
Fair adjustment, May 1, 2018 to April30, 2022 

PART III 
CLEAN ENERGY ADJUSTMENT 

Specified consumers to pay clean energy adjustment 
Irrevocability of clean energy adjustment 
Determination of clean energy adjustment 
IESO to issue remittance notice to electricity vendors 
Electricity vendor to invoice specified consumers 

Appointment 
Duties and powers 

PARTlY 
IMPLEMENTATION 

FINANCIAL SERVICES MANAGER 

F AJR ALLOCATION AMOUNT 

Financial Services Manager to calculate fair allocation amount 
FrNANCrNG PLAN 

Financial Services Manager to prepare Financing Plan 
Implementation of Financing Plan 

PARTY 
THE REGULATORY ASSET 

Interpretation, portion of regulatory asset 
Variance account 
IESO funding shortfall 
Regulatory asset established 
Transfer of regulatory asset 
Validity oftransfer 

PART VI 
THE INVESTMENT ASSET 

Interpretation, investment asset 
Investment asset established 
Transfer of investment interest 
Validity of transfer 
Investment asset owner may grant security interest 

PART VI 
MISCELLANEOUS 

Appointment of agent, invoicing or collection 
Not Crown agent 
Sequestration 
Choice of law 
Conflict 
No further approvals, etc. 
Immunity 
References in marketing materials and offering documents 
Non-application, Financial Administration Act, s. 28 
Regulations 

Commencement 
Short title 
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AMENDMENTS TO OTHER ACTS 

ELECTRICITY ACT. 1998 
AMENDMENTS TO ONTARIO ENERGY BOARD ACT. 1998 

PART Vll 
COMMENCEMENT AND SHORT TITLE 

Estimated finance amount 
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PART I 
GENERAL 

Interpretation 
Definitions 

l xx. ( 1) In this Act, 

"Board" means the Ontario Energy Board; ("French") 

"clean energy adjustment" means the amount determined under section 1 Oxx; ("French") 
[OLC Note- will need to check throughout the draft that references to CEA are clear as 

to whether it's the total CEA in respect of a reference period vs. the portion payable 
by a specified consumer. So far I have opted not to go with separate tenns (e.g. 
"aggregate CEA" vs. "CEA") because I'm hoping we can just be clear in each 
provision without resorting to more defined terms.] 

"clean energy benefits" means · the value of the benefits 
determined to be derived by r &G__Ol1Uiftle- t the specified consumers ~!!l~!! 
~~~!tl!m~as a result of the clean energy initiative, including as a result of past, 
present and expected future incurrences of clean energy costs; ("French") 

[OLC Note: Please confirm that the phrase "during the reference period" is accurate (i.e. 
we are looking at the benefits derived during that time period).] 

"clean energy costs" means~· :~;t::::;:;:~~~~ 
allocated to specified consumers ·. · . as a result of the 
clean energy initiative, including as a result of past, present and expected costs 
incurred in respect of, 

(a) 

(i) renewable energy generation or capacity, 

(iii) energy efficiency, 

(iv) natural gas generation and capacity, excluding contracts relating to 
amounts payable by the IESO under section 78.2 of the Ontario 





Energy Board Act, 1998 and excluding such other contraCts as may be 
prescribed, or 

(v) payments made or expected to be made under section 78.5 of the 
Ontario Energy Board Act, 1998, and 

(b) such other estimated costs as may be prescribed; ("French") 

"clean energy initiative" means the policies of the Government of Ontario related to, 

(a) fostering the growth of and investment in clean and renewable energy sources 
and technologies, 

(b) removing barriers to and promoting opportunities for clean and renewable 
energy sources and technologies, and 

(c) promoting conservation and demand management; ("French") 

"fair adjustment" means the ~~!!!~~~~~ rate payable for electricity in 
accordance with Part II; ("French") 

("French") 

"Financial Services Manager" means the Financial Services Manager appointed under 
section 13xx; ("French") 

"Financing Plan" means the plan prepared under section 16xx, as amended from time to 
time in accordance with this Act; ("French") 

3 FLS - this is similar to the definition of "electricity vendor" in the Ontario Rebate for Electricity Consumers Act, 
2016 

5 
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("French") 
[OLC Note: Does the definition of "funding obligation" need to be scoped a bit more 

narrowly; for example, incurrences for a particular purpose?] 

"IESO" means the Independent Electricity System Operator continued under Part II of 
the Electricity Act, 1998; ("SIERE") 

"investment asset" means the !l!!~m~M~m:m!!!:!!t:~~~~~as described in 
section 22xx; ("French") 

"investment rtH~I 

interest-t·R-t~~~~2!:!!~~ 

"invoice amount" means the amount, determined in accordance with subsections (2.1) 
and (2 .2) and the regulations, that is payable by a specified consumer for the 
provision of electricity in Ontario during a period of time specified on an invoice 
issued by an electricity vendor; ("French") 

"licensed distributor" means a person licensed under Part V of the Ontario Energy Board 
Act, 1998 to own or operate a distribution system; ("French") 

"licensed retailer" means a person who is licensed under Part V of the Ontario Energy 
Board Act, 1998 to retail electricity; ("French") 

"Minister" means the Minister of Energy or such other member of the Executive Council 
as may be assigned the administration of this Act under the Executive Council Act; 
("ministre") 

"Ontario Power Generation Inc." means the corporation incorporated as Ontario Power 
Generation Inc. under the Business Corporations Act on December 1, 1998; ("Ontario 
Power Generation Inc.") 

"prescribed" means prescribed by the regulations; ("prescrit") 
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"reference period" means, 

(a) the period beginning on May 1, 2017 and ending on October 31, 2017, 

(b) 

"refinancing" means a ele•n i@lil (l) repayment or repurchase of a funding obligation for 
cancellation by or on behalf of an investment . ·lillt.ooe. • owner by applying the net 
proceeds obtained by the owner incurring one or more other funding obligations; 
("French") 

"regulation" means a regulation made under this Act; ("reglement") 

"specified consumer" means, 

(a) a person who has an account with an electricity vendor for the supply of 
electricity in Ontario, receives an invoice in respect of the account and meets 
the criteria set out in subsection (2); or 

(b) such other person as may be prescribed; ("French") 

"sub-meter customer" means a person who is supplied electricity by a specified 
consumer, if an invoice for the electricity is issued to the person by the specified 
consumer, by an agent of the specified consumer or by a unit sub-meter provider 
providing unit sub-metering for the specified consumer; ("French") 
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Specified consumers 
(2) For the purposes of clause (a) of the definition of"specified consumer" in 

subsection (1), the person must meet any one of the following criteria: 

1. The person has a demand for electricity of 50 kilowatts or less, or such other 
amount as may be prescribed. 

2. The person annually uses not more than 250,000 kilowatt hours of electricity, 
or such other amount as may be prescribed. 

3. The person carries on a business that is a farming business for the purposes of 
the Farm Registration and Farm Organizations Funding Act, 1993 and either 
holds a valid registration number assigned under that Act or the has had the 
obligation to file a farming business registration form waived pursuant to an 
order made under subsection 22 (6) of that Act. 

4. The person's account with the electricity vendor relates to, 

1. a dwelling, 

u. a property within the meaning of the Condominium Act, 1998, 

111. a residential complex within the meaning of subsection 2 (1) of 
the Residential Tenancies Act, 2006, without regard to section 5 of that 
Act, or 

IV. a property that includes one or more housing units and that is owned or 
leased by a co-operative within the meaning of the Co-operative 
Corporations Act. 

5. The person satisfies such criteria as may be prescribed. 





/ 

Invoice amount 
(2.1) Subject to subsection (2.2) and the regulations, the invoice amount for a 

spec~&ied consumer includes the following amounts : 
·.r 

:c 
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· · 1. In circumstances where the electricity is provided by a licensed distributor or a 
licensed retailer, the following: 

1. The commodity price of the electricity used during the invoice period. 

11. The rates and charges set out in the applicable rate order issued by the 
Board under subsection 78 (3) ofthe Ontario Energy Board Act, 1998. 

111. Any adjustment on the invoice required under section 25 .33 of the 
Electricity Act, 1998. 

IV. The amount of any harmonized sales tax payable [by the consumer?] 
under Part IX of the Excise Tax Act (Canada); 

v. Any other amounts as may be prescribed. 

2. In circumstances where the electricityjs provided by the IESO, such amounts 
as may be prescribed. ("French") 

Same, exclusions 
(2.2) Except as otherwise prescribed by the regulations, the invoice amount does not 

include any of the following amounts: 

1. The balance of any amounts carried forward from previous invoices. 

2. Penalties or interest. 

3. Charges that do not relate to the use of electricity. 

4. Any of the following charges that may be set out in an order issued by the 
Board under subsection 78 (3) of the Ontario Energy Board Act, 1998: 

1. A fixed monthly service charge payable by a generation facility within 
the meaning of section 56 of the Ontario Energy Board Act, 1998 and 
classified as "micro FIT". 

11. A charge labelled as a "specific service charge" or "retail service 
charge". 
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111 . A rate rider. 

5. Any other prescribed amounts. 

[OLC Note: Consider the awkwardness of this term vs. "investment asset owner".] 

Effect of invalidity, etc.4 

2xx. (1) For greater certainty, all of the provisions of this Act remain in full force 
and effect, even if @JJlC ti)f Jlil(i)li provisions are held to be invalid, the intention of the 
Legislature being to give separate and independent effect to the extent of its powers to 
every provision contained in this Act. 

Purpose 
3xx. (1) The purposes of this Act are,5 

(a) to ensure that clean energy costs are fairly allocated among 
specified consumers over time and 
~~~~~~~~!!E:~~f:!lle~ifk]!;!®~Ci!!§t the fair allocation; and 

(b) to recognize that clean energy benefits have accrued and will accrue over time 
and will continue to benefit present and future electricity consumers in the 
Province. 

Crown bound 
4xx. This Act binds the Crown. 

4 FLS: this is from the Climate Change Mitigation and Low-carbon Economy Act, 2016 
5 FLS: Please see the Electricity Act, 1998 for much of the wording proposed in this section. 
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Prohibition 
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5xx. (1) The Crown shall not do anything that would, 

(a) hinder, delay, impair:_ or prejudice the charging, collection or remittance of the 
clean energy adjustment; 

(b) except as expressly permitted by this Act, reduce the amount of the clean 
energy adjustment · 
W!~~~·or 

(c) 

Clarification with respect to regulations 
(2) For greater certainty, the things prohibited under subsection (1) include the 

making or approving of a regulation under this Act. 
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PART II 
FAIR ADJUSTMENT 

Fair adjustment, May 1, 2017 to April 30, 2018 
Definitions 

6xx. (1) In this section, 

"average baseline invoice amount" means the average monthly invoice amount that 
would be payable by the representative non-retail consumer or representative retail 
consumer, as the case may be, under the average baseline rate; ("French") 

"average baseline rate" means the average rate that would be payable effective May 1, 
2017 by the class of consumers prescribed by the regulations under the Ontario 
Energy Board Act, 1998 for the purposes of subsection 79.16 ( 1) of that Act, as 
determined by the Board by applying the method prescribed by the regulations under 
clause 79.16 (1) (b) of that Act; ("French") 

"representative non-retail consumer" means a consumer who meets the following criteria: 

1. The consumer purchases electricity directly from Toronto Hydro . 
[OLC Note: What does "directly" add here? Is this supposed to convey that it is a "non­
retail" context because I don't think that is sufficiently clear.] 

2. The consumer has an account with Toronto Hydro that falls within the 
residential service rate classification as specified in a rate order made by the 
Board under section 78 of the Ontario Energy Board Act, 1998. 

3. The consumer is invoiced by Toronto Hydro on a monthly basis. 

4. The consumer is not invoiced by Toronto Hydro for electricity on an equal 
monthly payment plan or an equal billing plan. 

5. The consumer uses 750 kilowatt hours of electricity each month; ("French") 

"representative retail consumer" means a consumer who purchases electricity from a 
licensed retailer and meets the criteria set out in paragraphs 2 to 5 of the definition of 
"representative non-retail consumer"; ("French") 

[OLC Note: Do you think it's necessary to clarify that purchasing from a licensed 
retailer may include being invoiced by Toronto Hydro on behalf of the retailer, or is that 
sufficiently clear given that para. 2 above applies? This relates to my question above 
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about what we mean by "directly" in para. 1 of the previous definition. Would the 
purchase in the "retail" context be considered to be "indirect"? I don't think these words 
bring sufficient clarity.] 

"Toronto Hydro" means Toronto Hydro-Electric System Limited. ("French") 

Rate determination 
(2) [To m~o~r~e_;:E~ai~rl~y~~~~~~~~~~~m~~~and allocate the clean 

energy costs among present and future generations of specified 
consumers,] the rate for electricity payable for the period beginning on May 1 and ending 
on April30, 2018 is as follows : 
[OLC Note: Consider whether you want/need to include the phrase in square brackets 
here, given the proposed purpose provision, the preamble and the defmitions of the 
various relevant terms. If we keep this text here, we will want to double-check to ensure 
consistency throughout. IDD>: ~ s e <iltd<ill" e t(i) i&e~ tlfuii tam: l!la e. 

1. In the case of a specified consumer who purchases electricity directly from 
Toronto Hydro, the rate is the average rate that would be payable by the 
representative non-retail consumer in order for the representative non-retail 
consumer to receive a monthly invoice amount that is 25 per cent less than the 
average baseline invoice amount. 

2. In the case of a specified consumer who purchases electricity from a licensed 
retailer, the rate is the average rate that would be payable by the representative 
retail consumer in order for the [global adjustment charge included in the 
representative retail consumer's monthly invoice amount] to be reduced by the 
same amount as the reduction calculated under paragraph 1. 

[OLC Note: Not quite sure I have para. 2 right. Also will need to find correct wording to 
capture the GAM line item on the bill but want to make sure I have the overall concept 
correct first.] 

Sub-meter customers 
(3) A specified consumer who provides electricity to a sub-meter customer and any 

unit sub-meter provider who provides unit sub-metering for the specified consumer shall 
ensure that the rate payable by each sub-meter customer is the rate determined under 
subsection (2) . 

Determining rates 
(4) The rates mentioned in subsection (2) shall be, 

(a) determined by the Board no later than seven business days after the day this 
section receives Royal Assent; and 
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(b) effective as of the first day of the calendar month immediately following the 
determination. 

[OLC Note: Just thinking through subs . (4), does clause (b) say that if the Bill receives 
RA on June 1st. . . then the Board must determine the rates by June 8th ... and the rates 
would be effective as of July 1st. This isn't the outcome you want, is it? Don't you want 
the rates be effective May 1st?] 

Transition 
(5) Subsection (6) applies if, 

(a) an electricity vendor, specified consumer or unit sub-meter provider is unable, 
for technical or operational reasons to adapt its invoices to comply with this 
section by the time it issues its first invoice for electricity consumed on or after 
May 1, 2017; or 

(b) an electricity vendor, specified consumer or unit sub-meter provider issues its 
first invoice for electricity consumed on or after May 1, 2017 on a day before 
the day the Board determines rates under subsection (4) . 

Same 
(6) In the circumstances described in subsection (5), 

(a) the electricity vendor, specified consumer or unit sub-meter provider shall 
adapt its invoices as soon as possible and, in any event, no later than [August 1, 
2017]; and 

(b) the electricity vendor, specified consumer or unit sub-meter provider shall 
ensure that any specified consumer or sub-meter customer invoiced at a rate 
higher than the applicable rate determined by the Board receives the difference 
between the rate shown on their invoice and the applicable rate as a lump sum 
credit on the first invoice issued after the invoices have been adapted or by 
such other means as may be prescribed by the regulations . 

Fair adjustment, May 1, 2018 to April 30, 2022 
7xx. The Lieutenant Governor in Council may, [to more;;....;;.;fa;;i,;;.:rl~y..rF~~~~~~ 

, aev@Y @:eneloo , and allocate the clean energy costs ~~~!!!!1~m~~~~ 
among present and future generations of specified consumers,] make regulations 
prescribing the rates for electricity payable by specified consumers and sub-meter 
customers during the peiiod beginning on May 1, 2018 and ending on April30, 2022. 
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PART III 
CLEAN ENERGY ADJUSTMENT 

Specified consumers to pay clean energy adjustment 
~------~------~ 8xx. (1) Upon receipt of an invoice that includes a n atiiil<lll!IJiil:t ~til teS> aot 

energy adjustment, a specified consumer shall pay the ~!OO~~~~~!m~~!!!!!! 
the electricity vendor, as agent of the investment i~tete owners, in accordance 
with such terms of payment as may be specified in the invoice, which may include terms 
relating to late payment fees and interest charges. 

[OLC Note: In all places in the draft where we refer to "as agent of the investment asset 
owner", are we sure that there will always be an investment asset owner in existence at 
the time when these provisions need to be relied upon?] D: \'ies 

Same 
(2) For greater certainty, subsection (1) applies regardless of, 

(a) 

(b) 

owner' s respective interest in the investment asset. 

Same 
(5) The indebtedness mentioned in subsection (4) is a single and separate debt 

obligation owed by the specified consumer and may be enforced independently from any 
othe~ payment ob~igation or indebtedness owing by the specified consumer~~~!] 

Recovery from sub-meter consumers 
(6) A specified consumer who provides electricity to a sub-meter customer may 

recover the clean energy adjustment payable under this section from each sub-meter 
customer on a pro rata basis. 
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[OLC Note: Consider whether you want to say more about what we mean by "pro rata 
basis" or whether you want to provide for details to be included in the regulations.] 

Irrevocability of clean energy adjustment 
9xx. (1) The amount of the clean energy adjustment shown on an invoice issued to a 

specified consumer under this Act is determinative of the amount of the consumer' s 
indebtedness created by the adjustment and is irrevocable upon invoicing the consumer 
and may not be set off or by passed. 

Determination of clean energy adjustment 
lOxx. (1) The clean energy adjustment payable by all specified consumers in respect 

of a reference period shall be determined as follows: 

1. 

2. 

True up amount 
(2) For the purposes of paragraph 2 of subsection (1), the Lieutenant Governor in 

Council may make regulations prescribing the method for determining the true up 
amount, having regard to the following principles: 

1. The true up amount should serve to ensure that the collection of the clean 
energy adjustment is sufficient to pay the estimated finance amount when it is 
due. 



2. The method for determining the true up amount should take into account 
historical and reasonably foreseeable, 
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differences between amounts : w,oioed~ · and amounts collected due to various factors, 
including applicable taxes, consumer defaults and delays, billing lags 
and write-offs, and 

ii. variations in billings due to variations in electricity consumption. 
[OLC Note: What is the difference between "billings" and "invoices" ... also "amounts 

billed" vs. "amounts invoiced"? Can we just use "invoicing"?]~~~~~;;: 

[OLC Note: I have removed the reference to the EV's portion of the CEA being 
determined in accordance with the regulations. Please confirm this works.] 

Collection account 
(3) All of the following amounts received by the IESO shall, until paid to or for the 

benefit of the investment 'tmte ~s owner in accordance with subsection (5), be 
deposited promptly into an account established for the purposes of ge~o~e~ilM~i!!!:lil~~~~ 

those ~~~~~~ 

1. 

2. Payments made by specified consumers directly to the IESO as electricity 
vendor under subsection 8 (1 ). 
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IESO to remit 
(5) The IESO shall remit amounts received by it in respect of the clean energy 

adjustment to or for the benefit of the investment if.lli enesJ owners in accordance with 
the regulations. 
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Pro rating of payments 
(3) If an electricity vendor receives a payment made by or on behalf of a specified 

consumer in respect of amounts payable under one or more invoices and the amount paid 
is less than the total amount payable, the electricity vendor shall allocate the payment on 
a pro rata basis to the clean energy adjustment and other amounts payable under the 
relevant invoices in respect of electricity charges for the same invoice period. 

1. Payments received from or on behalf of specified consumers under subsection 
8 (1) . 

2. Portions of payments received from or on behalf of specified consumers under 
subsection 8 (1) that are allocated to the clean energy adjustment under 
subsection (3). 

3. Any proceeds arising from the exercise and enforcement of any rights and 
interests under or in respect of the investment asset. 

Remittance to IESO 
(5) Each electricity vendor shall remit amounts described in 

subsection (5) to the IESO for the benefit of the investment · owners 
~~~~~tin accordance with the regulations. 

Regulations 
( 6) If an electricity vendor fails, in the manner described in the regulations, to 

·comply with the requirements of this section, the electricity vendor shall take such steps 
as the regulations may prescribe. 
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PART IV 
IMPLEMENTATION 

FINANCIAL SERVICES MANAGER 

Appointment 
13xx. (1) Subject to subsections (2) and (3), Ontario Power Generation Inc. is 

deemed to be appointed as the Financial Services Manager for the purposes of this Act. 

Termination 
(2) The Minister may by written order terminate the appointment of an appointee as 

the Financial Services Manager if, 

(a) the Minister has advised the appointee that the Financing Plan is either 
inconsistent with or is being implemented in a manner that is inconsistent with 
the principles set out in subsection 16xx (2); 

(b) the appointee has been afforded a reasonable opportunity to consider and 
address the inconsistency; and 

(c) the appointee is unwilling or unable to address the inconsistency to the 
satisfaction of the Minister. 

Replacement 
(3) Upon terminating an appointment, the Minister may, in accordance with the 

regulations, appoint a new person or entity as the Financial Services Manager. 

Duties and powers 
14xx. (1) The Financial Services Manager shall perform the duties assigned to it 

under this Act and may administer the investment asset on behalf of the investment 
· e ·est own en . 

Same 
(2) The administration of the investment asset may include the following : 

1. Providing information, in accordance with the regulations, to the Board in 
respect of funding obligations and the determination of the clean energy 
adjustment in accordance with section 1 Oxx. 

2. Providing information to ~-~g~:li~~~~~~ the IESO, in respect of 
obligations under Part III. 

3. Such other matters as may be prescribed. 



Review of costs 
(3) The Board shall review the administrative costs of the Financial Services 

Manager in accordance with the regulations. 

FAIR ALLOCATION AMOUNT 

purposes of, 
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(a) fairly measuring and allocating the estimated clean energy costs and estimated 
clean energy benefits among the specified consumers in respect of sucheaffi reference 
period; and 

(b) 

Amount 
( 1.1) The fair allocation amount in respect of a 

reference period is the sum of the following amounts: 
[OLC Note: I'm struggling a bit to understand the distinction between the "calculation" 
and the "amount" when it comes to fair allocation. I expect these provisions and all 
references to "fair allocation" will need revision to ensure we are articulating the desired 
policy.] 

2. 
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[OLC Note: Consider whether para. 2 above and subs. (3) below should be combined 
somehow. I haven't had a chance to think this through yet.] 

Services Manager shall have regard to the following principles : 

1. Clean energy costs allocated to the specified consumers in respect of a 
reference period should be allocated in proportion to the clean energy benefits 
attributed to the specified consumers in respect of the reference period. 

2. 

3. The fair allocation calculation should include reasonable assumptions 
regarding the following: 

1. The time value of money or the rate of inflation, for the purpose of 
equating nominal amounts over time. 

11. The expected number of specified consumers in respect of each 
reference period. 

111. The expected electricity consumption rates in respect of each reference 
period. 

Allocation of fair adjustment 
(3) If, before the Financial Services Manager has calculated the fair allocation 

amount in respect of a reference period, a fair adjustment has been made under Part II in 
respect of the reference period, the calculation shall include a portion of the value of the 
fair adjustment in the fair allocation calculation in respect of each future reference period. 
[OLC Note: Not sure I understand subs . (3) --if the fair adjustment is done in advance, 
why wouldn't it be included as part of the current fair allocation calculation as well (i.e. 
not just future calculations)?] 

Amendments to the fair allocation calculation 
( 4) The Financial Services Manager may amend the fair allocation calculation from 

time to time, as the Financial Services Manager considers appropriate, having regard to 
the requirements of this Act. 



[OLC Note: Here and throughout, I'm not quite sure whether we should be referring to 
the "calculation" or the "amount".] 

Submission of fair allocation to Minister 
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(5) The Financial Services Manager shall provide to the Minister the asis 0r 
allocation calculation and any fair allocation e calculation. 

fair I 

Effective date 
( 6) The fair allocation calculation or an amendment to the fair allocation calculation 

takes effect on the day that is 30 days after the fair allocation calculation or the 
amendment, as the case may be, is provided to the Minister in writing. 

Publication 
(7) The Minister shall ensure that the fair allocation calculation and any amendments 

to it are made available to the public in a manner that the Minister considers appropriate. 

FINANCING PLAN 

this Act. 

Principles 
(2) In preparing the Financing Plan, the Financial Services Manager shall have regard 

to the following principles: 

1. 

payable during a reference period with the fair allocation amount determined in 
respect of the reference period under this Part as of the time of the incurrence, 
in each case after reducing the fair allocation calculation by the amount of any 
fair adjustment in respect of the reference period. 

[OLC Note: Need to consider further how para. 1 overlaps/conflicts with elements set 
out ins. 15xx above.] 

[OLC Note: Please confirm that the underlined "during a reference period" is correct.] 

2. Incurrences should be implemented in a manner tha the 
Financial Services Manager considers to be reasonable, o be· , cost effective 
and o tie eets prevailing market terms and conditions. 
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3. Reasonable assumptions should be made regarding such matters as may be 
prescribed. 

[OLC Note for reference: List of items for consideration in regulation: (a) anticipated 
IESO funding shortfalls and related transfer amounts; (b) the maturities of funding 
obligations; (c) the availability of refinancings, redemption opportunities and liquidity 
terms and conditions in order to achieve the objective contemplated in section X(l)(a); 
(d) the availability of currency and interest rate hedging facilities for the purpose of 
mitigating any differences between the expected finance amounts becoming due and 
payable during a reference period and the fair allocation amount for the reference period; 
(d) the amount and potential variability of interest rates and related financing costs; (e) 
available capital markets in which funding obligations may be incurred.] 

Amendments to approved plan 
(3) The Financial Services Manager may amend the Financing Plan at any time, 

without the approval of the Minister, subject to the requirements set out in this section. 

Limitation, first five year period 
(4) In respect of each reference period from May 1, 2017 to April30, 2022, no 

funding obligation shall be incurred that would become payable during the reference 
period and result in a clean energy adjustment in respect of the reference period unless, 
[OLC Note: Please confirm that the underlined "during a reference period" is correct.] 

(a) no fair adjustment has been made under Part II in respect of the reference 
period; or 

(b) if a fair adjustment has been made under Part II in respect of the reference 
period, the funding obligations incurred would not be payable during the 
reference period in an amount that exceeds the [difference between the fair 
allocation amount in respect of the reference period and the amount of the fair 
adjustment in respect of the reference period] . 

[OLC Note: Please confinn that the underlined "during a reference period" is correct.] 

Other reports 
(3 .1) The Financial Services Manager shall submit to the Minister such reports and 

infonnation as the Minister may require from time to time and shall, if required by the 
Minister to do so, examine, report and advise on any question relating to the Financing 
Plan. 

Confidentiality of plan, reports 
( 4) The Financing Plan and any report referred to in subsection (3 .1 ), including any 

document used in the preparation of the plan or a report, is deemed to be a record subject 
to clauses 18 ( 1) (c) and (d) of the Freedom of Information and Protection of Privacy Act. 
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Implementation of Financing Plan 
17xx. (1) The Financial Services Manager shall incur funding obligations ~~~~ 

!i!!!~t; in material conformity with the applicable Financing Plan. 

obligations and make transfers. 

Prohibition 
(3) The Financial Services Manager shall not provide for funding obligations to be 

incurred with any recourse to any assets of an electricity vendor, the Board, Ontario 
Power Generation Inc., the Province or the Lieutenant Governor in Council, except to the 
extent that any of these persons or entities may be liable to perform obligations or duties 
arising under this Act or under the express terms of a funding obligation.--J.iei,~;,;;;;;.:,;;; 

PARTV 
THE REGULATORY ASSET 

Interpretation, portion of regulatory asset 
18xx. If transfer · provides for the transfer of a portion of the 

regulatory asset, any references in this Part to the regulatory asset are deemed to be 
references to the portion of the regulatory asset transferred. 
[OLC Note: This is meant to assist with clarity in the subsequent provisions. Will 
consider further as drafting settles.] 
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1. 

2. 
issued to specified consumers for the month. 

3. 
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Same 
(2) 

consumers. 

Same, restrictions 
(2) ' 
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Same 
(2) Upon receipt of any payment in consideration for the transfer, 

(a) the IESO shall record the payment as a reduction of the IESO funding shortfall 
in the variance account; and 

(b) unless otherwise provided for in this Act, the IESO shall have no further right, 
title or interest in, or any obligations in respect of, the regulatory asset or in the 
investment asset created by the transfer. 

Validity of transfer 
23xx. (1) A transfer of a regulatory asset under this Act is a valid and enforceable 

sale and absolute transfer to the investment ·ateliest owner of the regulatory asse~ 

Same 
(2) Without limiting subsection (1), any transfer that by its terms is intended to 

constitute a sale or absolute transfer shall be treated for all purposes as an absolute 
transfer ofiESO's right to recover the IESO funding shortfall, and not merely as a 
security interest, and upon the absolute transfer the transferor shall retain no right, title or 
interest in the regulatory asset, including all rights to recover the IESO funding shortfall. 
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Deemed perfection, etc. 
(3) At the time a transfer of a regulatory asset is made, the transfer shall be deemed 

to have been and shall be perfected, vested, valid and binding as against the transferor 
and all other persons who have claims of any kind against the transferor. 

Priority of transfer 
( 4) Subsection (3) applies regardless of whether the persons who have claims have 

received notice of the transfer and the property rights and interests acquired by the 
transferee shall have priority over any liens in favour of those persons . 

PART VI 
THE INVESTMENT ASSET 

24xx. If a transfer under this Part provides for the transfer of an investment asset, any 
references in this Part to the investment interest are deemed to be references to the 
specific investment interest transferred. 

1. The right to impose, bill, invoice, collec eeow,e the clean 

2. 

energy adjustment from specified consumers, including the right to determine 
the amount of the clean energy adjustment in accordance with this Act. 

3. All rights and entitlements under such accounts as may be prescribed by 
regulation and all amounts on deposit in such accounts . 

4. The right to enforce the duties and obligations under this Act of each electricity 
vendor to impose, attribute, charge, bill and invoice the clean energy 
adjustment. 



30 

5. The right to enforce the duties and obligations under this Act of each electricity 
vendor to collect, receive and remit amounts received by it in respect of the 
clean energy adjustment, including all collections and the proceeds of any 
enforcement action undertaken by an electricity vendor to recover payment of 
the clean energy adjustment. 

6. 

7. All revenue, collections, claims, payments, money and proceeds of or derived 
from the rights described in paragraphs 1 to 6, regardless of whether such 
revenue, collections, claims, payments and proceeds are imposed, invoiced, 
collected and maintained together with or commingled with other revenue, 
collections, claims, payments, money and proceeds. 

(x) An investment interest is not affected by any failure to impose, attribute, invoice, 
accrue or collect the clean energy ad justment. 

No set off, etc. 
(2) The investment asset shall not be set off~m~~~~~~~:!!::J~ 

(a) by a consumer, an electricity vendor, an agent of the investment s::::::~;;;;;;g;;;;.;;;;;:;;;;;:;: 
owner or an owner of distribution system assets in the Province; 

[OLC Note: Consider whether underlined term should be defined.] 

(c) by any affiliate or successor of a person mentioned in clause (a). 

Exercise of rights 
(3) The rights of the investment asset owner to collect and enforce its rights and 

interests in, to and in respect of the investment asset against a specified consumer shall be 
exercised in accordance with section [xx] of the Personal Property Security Act. 



Collective action required ....---.,....--..... 
( 4) If the investment ·wtenes owner owns a right or interest in the investment 

asset that comprises less than the entire property right and interest constituted by the 
investment asset, the right or interest shall only be enforced by the investment . 
· mtt.en_eSij owner collectively and in coordination with all other investment ililiten_~ 

owners, and any agreement among that collective in furtherance of the collective action 
shall be valid and binding on the investment imten_e:s owner as a collective in 
accordance with its terms. 
[OLC Note: It seems that successors may need to be addressed here.]~=;,;,.,;;,;==~ 

~It< r iie ~i~Re.d t(i) Clea1l wi~b. moe.ess(i)r-s 

Validity of transfer 
27xx. (1) A transfer of an investment interest under this Act is a valid and 

enforceable sale and absolute transfer of the investment interest and confers upon the 
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inv~tm:ileat iiiLtteliMtt owne acquired a valid property right and interest in, to 
and under the applicable investment interest in accordance with the terms of the transfer. 
[OLC Note: Awkward that we occasionally have references to "owner of the investment 
interest" vs. "investment asset owner".]NTD: We have tried to refer consistently to 
"investment interest owner" rather than "investment asset owner". 

Same 
(2) Without limiting ~ubsection (1), a transfer that by its terms is intended to 

constitute a sale or absolute transfer shall be treated for all purposes as an absolute 
transfer of an investment irtt.e ·es~ owner's right, title and interest in, to and under an 
investment interest, and not merely as a security interest, and upon such absolute transfer 
the transferor shall retain no right, title or interest in the investment interest, subject to the 
transfer, including all rights to the investment interest arising after the transfer. 
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Deemed perfection, etc. 
(3) At the time a transfer of an investment interest is made, the transfer shall be 

deemed to have been and shall be perfected, vested, valid and binding as against the 
transferor and all other persons who have claims of any kind against the transferor. 

Priority of transfer, assignment, etc. 
(4) Subsection (3) applies regardless of whether the persons who have claims have 

received notice of the transfer and the property rights and interests acquired by the 
investment i telie owner shall have priority over any liens in favour of such other 
persons. 

Investment ~~!!!!!!!!!~ 
28xx. (1) An investment t_ene t _owner may grant a security interest over all or 

a specified portion of its right, title and interest in, to and under the investment interest to 
or in favour of any person to secure a funding obligation. 
[OLC Note: This section had become a bit confused through multiple rounds of changes. 
I have now attempted to remove duplication. Please review carefully to ensure that it 
contains the correct provisions .] 

Validity 
(2) A security interest granted under this Act shall be valid and enforceable in 

accordance with its terms . 

Perfection and priority of security interests 
(3) All provisions of the Personal Property Security Act shall apply to the investment 

asset and each investment interest on the basis that it is intangible personal property, 
except as otherwise provided for in this section, and any granting of a security interest by 
the owner of an investment interest to secure a funding obligation shall, subject to the 
terms of the funding obligation, give rise to a security interest in respect of which that 
Act applies and may be perfected by filing a financing statement under that Act on that 
basis . 

Proceeds 
( 4) All proceeds of an investment interest that are subject to the security interest and 

that are received by the applicable investment · !tre e:St owner shall immediately be 
subject to the security interest and shall be perfected without any physical delivery of the 
proceeds, registration of any financing statement or any further act. 

Perfection 
(5) The security interest shall be a continuously perfected security interest and shall 

have priority over any other lien, created by operation of law or otherwise, that may 
subsequently attach to the property rights and interests in the investment interest subject 
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to the security interest, subject to the written consent of the person to whom the security 
interest has been granted. 

Same 
( 6) The person to whom the security interest has been granted shall have a perfected 

security interest in revenues or other proceeds that are deposited in any ~·~~~~~5!§ 

~~~f6i~ll!*!~account of any electricity vendo , an agent of an electricity 
vendor or other person who may have commingled such revenues or other 
proceeds with other funds. 

PART VI 
MISCELLANEOUS 

Appointment of agent, invoicing or collection 
29xx. If a prescribed circumstance applies, the Lieutenant Governor in Council may 

by regulation appoint a person to carry out some or all of the obligations of an electricity 
vendor under this Act in the place of an electricity vendor with respect to invoicing or 
collection. 
[OLC Note: ENE LSB to consider whether this section should apply to unit sub-meter 
providers.] 

Not Crown agent 
30xx. For greater certainty, no agent appointed under this Act is an agent of the 

Crown for any purpose, despite the Crown Agency Act. 
[OLC Note: would there be any doubt about whether any investment asset owner is a 
Crown agent? Is that where this needs to be articulated instead?] 

Sequestration 
3lxx. (1) A court in the Province may, upon application by an investment 

m elies · . , owner or a secured party, order the sequestration and payment of the clean 
energy adjustment, collections and remittances, as applicable, for the benefit of the 
investment lil!t.e es.t . · _owner or secured party by any person or entity authorized to 
collect the clean energy adjustment, aclh1din defaults on any required remittance of the 
clean energy adjustment, collections or remittances. 

Same 
(2) An order under subsection (1) does not limit any other remedies available to the 

applicant. · 
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An order under subsection (1) shall remain in full force and effect despite any 
· · · proceedings with respect to the person or 

entity who is subject to the order. 

Choice of law 
32xx. The law governing, as applicable, the validity, enforceability, attachment, 

perfection, priority and exercise of remedies with respect to the transfer of an interest or 
right or creation of a security interest in the regulatory asset, the investment asset, the 
clean energy adjustment or the undertaking of the Crown under section x shall be the 
laws of the Province. 

Conflict 
33xx. The provisions of this Act and the regulations apply despite any provision of 

any other Act regarding the attachment, assignment or perfection, or the effect of 
perfection or priority of any transfer or security interest. 
[OLC Note: Please confirm that the underlined list of verbs is correct, taking into 
consideration the defined terms we are using in the draft Bill.] 

No further approvals, etc. 
34xx. Despite any requirement under any Act, no approvals, notices or authorizations 

other than those specified in this Act are required with respect to the actions to be taken 
in compliance with this Act, including actions to be taken under the Financing Plan or in 
relation to the · d..e.term"naui(i)lil G)[ !E(air AaUG):e:at· (j)lil 

Immunity 
35xx. (1) No action or other proceeding for damages shall be instituted against any 

employee of the Province, IESO, OPG or OEB for any act done in good faith in the 
execution or intended execution of any duty or authority under this Act or for any alleged 
neglect or default in the execution in good faith of any duty or authority under this Act. 

Same 
(2) Despite subsections 5 (2) and (4) of the Proceedings Against the Crown Act, 

subsection ( 1) does not relieve the Crown of liability in respect of a tort committed by a 
person mentioned in subsection (1) to which it would otherwise be subject. 

References in marketing materials and offering documents 
36xx. No person shall include, in marketing materials or offering documents relating 

to the financing of funding obligations, references to any rights, obligations, guarantees 
or undertakings arising under ·:S ~~ej)·oo unless the prescribed requirements, if any, are 
satisfied. 
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Non-application, Financial Administration Act, s. 286 

37xx. Section 28 of the Financial Administration Act does not apply with respect to 
any transaction or agreement or undertaking required, permitted, contemplated or 
authorized, directly or indirectly, under this Act. 

Regulations 
38xx. The Lieutenant Governor in Council may make regulations, 

(a) defining any term used in this Act .... 

(b) prescribing types of payment obligations that constitute funding obligations; 

(a) governing the calculation [true-up amount] and how the amount is to be 
applied to the clean energy adjustment. 

(b) governing the inclusion of under this Act on invoices, 
which may include requiring notice to be provided by electricity vendors to 
specified persons regarding the adjustments. 

[OLC Note: reg-making powers to be dealt with in subsequent draft] 

PARTVII7 

AMENDMENTS TO OTHER ACTS 

ELECTRICITY ACT, 1998 

200x. (1) Subsection 6 (1) of the Electricity Act, 1998 is amended by adding the 
following clauses: 

(q.0.1) to exercise the powers and rights and to perform the duties and obligations 
assigned to it under the Ontario Fair Hydro Plan Act, 2017 and to engage in 
activities to facilitate the implementation of the Ontario Fair Hydro Plan Act, 
2017, including, 

[OLC Note: Given that we are listing some FHA "objects" in the EA here, it would be a 
bit unusual to then prescribe additional FHA-related objects in the regulations under 
the FHA (as opposed to the regs under the EA). Would you want to list the FHA­
related objects of the IESO in the FHA proper, which would then make it more 
logical for additional FHA-related objects to be set out in the regs under the FHA? 
Same considerations apply to the OPG objects below (amendments to s. 53.1).] 

6 FLS -see s. 51 of the Electricity Act, 1998 
7 FLS: These amendments are drawn fi"om previous drafting contained in gov2016.146.e05 (which was drafted as 
amendments to the EA, 1998). 
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(i) entering into agreements or arrangements with any person for the 
purposes of the Ontario Fair Hydro Plan Act, 2017; 

(ii) engaging in activities related to making payments to and receiving 
payments as contemplated under the Ontario Fair Hydro Plan Act, 
2017 and to engage in related settlement activities; 

(iii) engaging in activities related to the creation, transfer and 
administration of the regulatory asset created under the Ontario Fair 
Hydro Plan Act, 2017, which activities may include, 

[OLC Note: Why is "creation" listed above? Isn't that fully accomplished through the 
statute?] 

(iv) incurring liabilities in relation to the regulatory asset 

(v) transferring the regulatory asset for consideration; 

(vi) acting as a recovery agent under the Ontario Fair Hydro Plan Act, 
2017; 

200.1xx (1) Subsection 25.33 (1) of the Act is amended by striking out "and" at 
the end of clause (a) and by adding the following clauses: 

(c) amounts paid to or received from a [prescribed?] financial services entity or [a 
financing entity prescribed under?] the Ontario Fair Hydro Plan Act, 2017 and 
any related amounts; and 

(d) amounts collected from consumers who are [specified consumers within the 
meaning of?] the Ontario Fair Hydro P !an Act, 2 017 in respect of the clean 
energy adjustment and any related amounts. 

(1.1) Subsection 25.33 (2) of the Act is amended by striking out "and" at the end 
of clause (a) and by adding the following clauses: 

(c) amounts paid to or received from a [prescribed?] financial services entity or [a 
financing entity prescribed under?] the Ontario Fair Hydro P !an Act, 2 017 and 
any related amounts; and 

(d) amounts collected from consumers who are [specified consumers within the 
meaning of?] the Ontario Fair Hydro Plan Act, 2017 in respect of the clean 
energy adjustment and any related amounts. 
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(2) Subsection 25.33 (3) of the Act is amended by adding the following 
paragraph: 

4. A consumer who is, 
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1. a [specified consumer within the meaning of?] the Ontario Fair Hydro 
PlanAct, 2017, or 

11. · prescribed by the regulations [made under the Ontario Energy Board 
Act, 1998}. 

[OLC Note: I'm not sure who the consumers under 4 ii would be ... why wouldn't they be 
prescribed under the EA? Or can we specify which consumers we're talking about? We 
can't give OEBA reg-making authority under the EA ... would need to do so under the 
OEBA] 

(3) Clause 25.33 ( 4) (b) of the Act is amended by adding "or as may be required 
under a regulation made under the Ontario Fair Hydro Plan Act, 2017 or the Ontario 
Energy Board Act, 1998" at the end. 

( 4) Subsection 25.33 (5) of the Act is amended by adding "or under the Ontario 
Fair Hydro Plan Act, 2017'' at the end 

201x. Section 53.1 of the Act is amended by adding the following subsections: 

Same, Ontario Fair Hydro Plan Act, 2017 
53.1 (1.1) In addition to the objects mentioned in subsection (1), the objects of 

Ontario Power Generation Inc. include exercising the powers and rights and performing 
the duties and obligations assigned to it under the Ontario Fair Hydro Plan Act, 2017 and 
engaging in activities to facilitate the implementation of that Act, including the 
following: 

1. Providing services on behalf of financing entities for the purposes of carrying 
out its obligations and activities in respect of that Act, subject to the right to be 
paid by a financing entity for services, including those services described in 
subsection (1.2). 

2. Providing equity contributions and loans to a financing entity. 

3. Exercising the powers and performing the duties of the Financial Services 
Manager under that Act. 

4. Issuing non-equity securities in Ontario Power Generation Inc. or one of its 
subsidiaries, for the purpose of raising funds to acquire debt or equity interests 
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in a financing entity whose activities are limited to the incurrence of funding 
obligations under that Act. 

[OLC Note -ENE LSB advises that it wishes to confirm whether OPG/Tory 's still needs 
or wants this provision.} 

Same, services 
(1.2) For the purposes of paragraph 1 of subsection (1.1), Ontario Power Generation 

Inc. may provide services including the following : 

1. The purchase and administration of investment assets on behalf of a financing 
entity and the negotiation, execution and delivery of any related agreements; 

2. The negotiation, execution and delivery on behalf of a financing entity of 
constating documents, financial services agreements, administrative services 
agreements, purchase and sale agreements, trust indentures, hedging 
agreements, credit enhancement agreements, servicing agreements, loan 
agreements, subordinated loan agreements, security agreements, underwriting 
agreements, agency agreements and any similar agreements. 

3. The negotiation, execution and delivery of any documents relating to a sale or 
offering of securities by a financing entity. 

4. The implementation and administration of any agreements to which a financing 
entity is a party. 

5. The acquisition, administration and sale of any other investments that may 
from time to time be made by a financing entity. 

[OLC Note: By "any other investment", do you mean "any investment other than an 
investment interest within the meaning of the OFHP A"?] 

6. The borrowing of money [on behalf of?] a financing entity. 

7. Administering the activities of a financing entity and preparing reports on 
behalf of a financing entity. 

8. Enforcing the rights of a financing entity. 

9. Engaging or employing any persons to assist in providing services to a 
financing entity and delegating its powers and duties to such persons. 

10. Performing any service that is incidental to the services set out in paragraphs 1 
to 9. 



Subsidiaries, etc. 
(1 .3) Ontario Power Generation Inc. may create one or more subsidiaries, trusts, 

partnerships or special purpose entities in order to more efficiently conduct its activities 
or achieve its objects. 

Deemed assets, entity 
(1.4) Subject to subsection (1.5) and despite any other provision of this Act, the 

Business Corporations Act or any other Act, 
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(a) the assets and liabilities of a special purpose financing entity shall not form 
part of the assets and liabilities of Ontario Power Generation Inc. or any of its 
subsidiaries; and 

(b) the assets and liabilities of Ontario Power Generation Inc. or any of its 
subsidiaries shall not form part of the assets and liabilities of a financing entity. 

Exception 
(1.5) Subsection (1.4) does not apply to a subsidiary of Ontario Power Generation 

Inc. in the case where the subsidiary is a special purpose financing entity. 

Definition, financing entity 
( 1. 6) For the purposes of this section, "financing entity" and "investment interest" 

have the meanings provided for in the Fair Hydro Plan Act, 2017. 

202x. Section 89 of the Act is amended by adding the following subsection: 

Exception 
(4) The requirement in subsection (1) to pay an amount to the Financial Corporation 

does not apply in respect of amounts payable to Ontario Power Generation Inc. or a 
subsidiary of Ontario Power Generation Inc. as a result of its functions as the Financial 
Services Manager under the Ontario Fair Hydro Plan Act, 2017. 

203x. Section 90 of the Act is amended by adding the following subsection: 

Exception 
( 4) The requirement in subsection ( 1) to pay an amount to the Financial Corporation 

does not apply in respect of amounts payable to Ontario Power Generation Inc. or a 
subsidiary of Ontario Power Generation Inc. as a result of its functions as the Financial 
Services Manager under the Ontario Fair Hydro Plan Act, 2017. 

[OLC Note: See subs. 14xx (3) of the main Bill above-- do you want to move this to 
become a consequential amendment or should it stay where it is? All fees charged by 
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OPG as the FSM shall be approved by the OEB before they are included in the 
calculation of clean energy adjustments.] 

AMENDMENTS TO ONTARIO ENERGY BOARD ACT, 1998 

204x. Subsection 1 (1) of the Ontario Energy Board Act, 1998 is amended by 
adding the following paragraph: 

6. To facilitate the implementation of the Ontario Fair Hydro Plan Act, 2017. 

205x. Subsection 70 (2.1) of the Act is amended by adding the following 
paragraph: 

4. The licensee is required to comply with the Ontario Fair Hydro Plan Act, 
2017. 

[OLC Note: Not sure why this needs to be specified as a condition of the licence if the 
requirements are already clearly imposed on these licensees under the OFHP A - am I 
missing something?] 

206x. Section 78.1 of the Act is amended by adding the following subsection: 

Same, limitation re Ontario Power Generation Inc. 
(3) The determination of a payment to Ontario Power Generation Inc. under this 

section shall not include any consideration of amounts related to activities of Ontario 
Power Generation Inc. carried out in relation to the Ontario Fair Hydro Plan Act, 201 7. 
[OLC Note: It seems to me that the rule is more about what can be included in the 
"amount ofthe payment", so I have drafted it as a limitation on the "amount of payment" 
rather than a limitation on the Order itself. Does this work?] 

Same 
(3 .1) The amounts referred to in subsection (3) include, without limitation, the 

following: 

1. Amounts related to the appointment of Ontario Power Generation Inc. as the 
Financial Services Manager under the Ontario Fair Hydro Plan Act, 2017. 

2. Amounts related to the charging of fees for performing duties as the Financial 
Services Manager. 

3. Amounts related to exercising the powers and performing the duties of the 
Financial Services Manager. 
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4. Amounts related to the consolidation of the assets and liabilities for accounting 
purposes of any special purpose financing entities established under and for the 
purposes of that Act. 

PART VII 
COMMENCEMENT AND SHORT TITLE 

Commencement 
103x. This Act comes into force on [insert commencement rule] 

Short title 
104x. The short title of this Act is the Ontario Fair Hydro Plan Act, 2017. 

SCHEDULE 1 
ESTIMATED FINANCE AMOUNT 

1. The sum of all amounts that are payable during the reference period by or on 
behalf of the investment asset owners to satisfy an obligation to repay, redeem 
or repurchase, or to provide for the repayment, redemption or repurchase, of all 
or a pmiion of the amount advanced to the owners under a funding obligation, 
excluding any payment made by applying the proceeds of a refinancing. 

[OLC Note: Throughout this section, please confirm that the underlined "during a 
reference period" is correct in each case.] 

2. The sum of all funding costs in respect of the reference period, determined as 
follows: 

1. Calculate the aggregate of all interest, scheduled principal and other 
periodic finance charges accruing, due and becoming payable or paid 
by or on behalf of investment assets owners during the reference period 
in respect of all funding obligations, including such amounts as may be 
prescribed. 

n. Calculate the sum of the aggregate of all amounts received by or on 
behalf of investment asset owners during the reference period in 
respect of all funding obligations and such other amounts as may be 
prescribed. 
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111. Subtract the amount calculated under subparagraph ii from the amount 
calculated under subparagraph i. 

3. The sum of all amounts payable during the reference period by or on behalf of 
investment asset owners to redeem, prepay or repurchase a funding obligation, 
including any premium, make-whole or other amount becoming payable under 
a funding obligation to give effect to the redemption, prepayment or 
repurchase. 

4. The balance of the fmance reserve at the end of the reference period, 
determined as follows : 

1. Calculate the sum of all amounts deposited by or on behalf of 
investment asset owners during the reference period in order to pre­
fund, collateralize, over-collateralize or establish reserves for the 
ultimate payment of funding obligations or for related contingencies 
specified in the Financing Plan. 

11. Calculate the sum of all amounts withdrawn by or on behalf of 
investment asset owners during the reference period from deposits 
previously made as described in subparagraph i. 

111. Subtract the amount calculated under subparagraph ii from the amount 
calculated under subparagraph ii . 

5. The sum of any other amounts payable during the reference period by or on 
behalf of investment asset owners that were incurred or committed to directly 
or indirectly in connection with the incurrence of funding obligations under the 
Financing Plan during the reference period, which may include such amounts 
as may be prescribed. 
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.C.O~flDENTIALAND PRIVILEGED 

Preliminary Draft for Discussion Purposes Only 

"Fair Hydro"- Part V.2 

Article 1 - Purpose 

IESO has entered into Power Contracts with Generators. The agreed-upon reference prices 
and future quantities set out therein were determined based on commitments made by IESO to 
provide Generators with long-term price certainty, so as to encourage the long-term 
construction and development of facilities for the purpose of generating electricity using 
sustainable, lower carbon-based technologies such as new gas-fired generation, renewable 
facilities, energy from waste and biomass, including under the Province's various procurement, 
standard offer andfeed in tariff programs (the "Green Generation Initiative"). The terms of the 
Power Contracts were intended to approximate the anticipated useful life of the related 
generation assets; however, it has been determined that the useful life of many of these assets 
will be well in excess of the actual term of the related Power Contracts and will extend over 
more than one generation of ratepayers. The long-term benefits of the Green Generation 
Initiative accrue over time and have benefited and will benefit present and future ratepayers of 
the Province. Currently, market prices for electricity are less than the reference prices set out 
in the Power Contracts, leaving a gap in funding which is funded by charging ratepayers a 
"Global Adjustment" (part of which is available to IESO to pay this shortfall). 

Each month, the IESO determines the Global Adjustment payable by consumers for the 
consumption of electricity in the Province. A component of the Global Adjustment is the 
amount by which the reference prices in the Power Contracts exceed the market price for 
electricity for the quantities of electricity specified under the Power Contracts for the relevant 
period. The relationship between the past, present and future benefits to Ratepayers from the 
Green Generation Initiative, on the one hand, and the costs of the Green Generation Initiative 
borne by past, present and future Ratepayers through their respective allocations of the Global 
Adjustment, on the other hand, do not necessarily reflect an equitable allocation of such 
benefits and costs over time, with the result that an adjustment may be appropriate to address 
inter-generational fairness considerations. Such an adjustment should reflect principles and 
parameters that can be applied from time to time in order to establish a reasonable basis for 
measuring and allocating the relative costs and benefits of the Green Generation Initiative 
across present and future Ratepayers. A plan to allocate such costs and benefits equitably 
across present and future Ratepayers may be developed based on those principles and 
parameters (a "Fair Allocation Plan"). 

If a Fair Allocation Plan determines that the equitable allocation of the Global Adjustment to the 
Ratepayers of a particular time period in respect of the Power Contracts should be reduced 
below the amount otherwise determined, the amount payable by such Ratepayers to Electricity 
Distributors in respect of such period, and in turn by the Electricity Distributors to the IESO, 
would, in the aggregate, be less than the amount payable by the IESO to the Generators under 
the Power Contracts in respect of such period. If the difference is greater than any net Power 
Contract surpluses available to IESO from earlier periods, IESO will have a funding shortfall. In 
order for IESO to cover such a funding shortfall for a period, IESO will need to obtain funding 
from another source, which could include funding from third party sources operating in public 
and private capital markets. If a funding obligation is incurred in order to enable the IESO to 
cover a funding shortfall during one period, the repayment of such funding obligation will be 
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required in a future period, and any related repayments, finance costs, hedging costs and other 
transaction costs will be incurred and may become payable in one or more other periods. 

It will be necessary to provide a reliable and committed source of cash flows to enable IESO to 
repay such funding obligations and to pay related funding costs with certainty when the funding 
obligations become due and payable. This Part imposes irrevocable and non-bypassable 
financial obligations of Ratepayers to pay amounts incurred in respect of such funding 
obligations when they become due and payable. Such financial obligations will constitute 
property rights and interests, which will take the form of the Regulatory Asset contemplated in 
this Part. The Regulatory Asset will be sold and absolutely assigned and will belong to one or 
more newly created financing entities, which in turn will finance their purchase of such 
Regulatory Asset by incurring funding obligations. The incurrence and payment of such funding 
obligations will be administered on behalf the financing entities by an administrative agent 
(initially OPG), under the Treasury Plan contemplated in this Part. The Treasury Plan will seek 
to reasonably match the payment obligations arising under funding obligations and borne by the 
future Ratepayers of the period in which such payment obligations become due, with the costs 
and benefits of the Green Generation Initiative attributed to such future Ratepayers under the 
Fair Allocation Plan. 

The purpose of this Part is to establish the basis upon which intergenerational fairness can be 
achieved by attributing the costs and benefits of the Green Generation Initiative to present and 
future Ratepayers on an equitable and cost effective basis. 

Article 2 - Definitions 

In this Part: 

"Absolute Assignee" means a person to whom a Regulatory Asset Owner assigns, 
transfers, conveys, sells, contributes, sets over, exchanges or disposes all or a specified 
portion (including a specified portion on a divided basis or by way of an undivided 
interest) of the transferring Regulatory Asset Owner's right, title and interest in , to and in 
respect of the Regulatory Asset. 

"Actual" means, in relation to costs, expenses or payments in respect of Funding 
Obligations during a Reference Period, the actual amount of such costs, expenses or 
payments paid or made (net of any Finance Reserve Withdrawals applied to pay such 
amounts), which amounts shall be recorded by the Administrative Agent whose records 
shall be determinative for the purposes of this Part in the absence of a manifest 
calculation error. 

"Additional Funding Charges" means, for a Reference Period, the fees, charges, 
expenses, costs, indemnities, reimbursements and other amounts (including any 
applicable tax amounts) that are or become payable by the Regulated Asset Owner 
during the Reference Period and that were incurred or committed to directly or indirectly 
in connection with the incurrence of Funding Obligations under the Treasury Plan 
(whether at the time of such incurrence or over the term of the Funding Obligation and 
whether directly or indirectly), including (without duplication and without limitation): (a) 
any payment required under an ancillary agreement entered into by, or by the 
Administrative Agent on behalf of, the Regulatory Asset Owner under the Treasury Plan; 
(b) any federal , provincial or local taxes, payments in lieu of taxes, franchise fees or 
license fees imposed on the Regulatory Asset Owner or incurred by on behalf of the 
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Regulatory Asset Owner under any obligation to pay tax gross-up amounts to 
counterparties under Funding Obligations; (c) any amounts payable to the 
Administrative Agent, including amounts payable to its advisors and outside counsel; (d) 
any amounts incurred to prepare, confirm, amend and implement the Treasury Plan; (e) 
any amounts payable to any Alternative Collection Agent or Alternative Invoicing Agent, 
including amounts payable to each's advisors and outside counsel; (f) any amounts 
incurred to make the calculations, determinations or confirmations to be made by or on 
behalf of the Regulatory Asset Owner; (g) any servicing fees and expenses; (h) any 
trustee fees and expenses; (i) any legal fees, expenses and disbursements; U) any 
accounting fees and expenses; (k) any administrative fees and expenses; (I) any 
placement fees, underwriting fees, fees and related issuing expenses; (m) any rating 
agency fees; and (n) any other related fees, charges, expenses, costs, indemnities, 
reimbursements and other amounts that are approved in good faith for recovery and 
payment under the Treasury Plan . 

"Administrative Agent" means [OPG] or, following any Replacement Event, such other 
person or persons who may be appointed as the administrative agent of the Regulatory 
Asset Owner under the Treasury Plan in compliance with the requirements set out in 
Schedule 2. 

"Alternative Collection Agent" means a person appointed under Section 5(11) and in 
compliance with the requirements set out in Schedule 2 to assume the collection 
activities and activities of any Electricity Distributor or IESO under Article 5, as agent for 
and on behalf of the Regulatory Asset Owner. 

"Alternative Invoicing Agent" means a person appointed under Section 4(8) to assume 
the invoicing and other activities of any Electricity Distributor under Article 4, as agent 
for and on behalf of the Regulatory Asset Owner. 

"Attribution Methodology"1 means the methodology specified in the Fair Allocation Plan 
for allocating the Period Transition Charges for a Reference Period to the individual 
Ratepayers of the applicable Ratepayer Group. 

"Collected Amount Adjustment" means, in respect of a Reference Period, the amount 
(which may be a negative amount) calculated by the Administrative Agent equal to (a) 
the Estimate of the Finance Amount for the ReferenceJrue-Uo Period , minus (b) the 
sum of all Transition Charge Collections for the ReferenceTrue-Up Period.2 

["Consumer Base" means, for a Reference Period, the total number of Ratepayers in the 
Ratepayer Group determined by the Administrative Agent as of the [third] Business 
Q.ay3Q1hJ day immediately preceding the first day of the Reference Period.] 

1Ak~yq~~~ti~~;,:,;illb~h;;;.;th~;~~~~j l costs will be spread across the rate base. For simplicity, overall costs could 
be spread across the rate base based on a per capita (ratepayer) concept. This would generally mean that all 
consumers who are invoiced in a month would pay the same Transition Charge, and to the extent that the invoiced 
amounts (i.e., the Transition Charges billed for a month) are higher or lower than the actual costs, due to a change 
in the Consumer Base, that difference should (among other things) be reflected in the True-Up calculation for the 
relevant reference period (see "Collected Amount Adjustment"). To the extent that a different allocation method is 
adopted (such as based on actual electricity use by individual consumers), the divisor for the Transition Charge 
will need to be modified. 

2 This would pick up adjustments based on actual collection experience, changes in the Consumer Base, changes 
in the actual costs (versus earlier estimates) included in the Transition Charge calculation, etc. 

;?,g+Q+§€)€,§231 07 566 7 
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"Disposition" means an assignment, transfer, conveyance, sale, contribution, set-over, 
exchange or other disposition of all or a specified portion (including a specified portion 
on a divided basis or by way of an undivided interest) of a Regulatory Asset Owner's 
right, title and interest in, to and under the Regulatory Asset to an Absolute Assignee. 

"Electricity Distributor" means, in respect of a Service Area, the distributor of electricity 
to residences located in such Service Area. 

"Electricity Distributor Remittances" means, for an Electricity Distributor on a Remittance 
Date, all Transition Charge Collections received by the Electricity Distributor prior to the 
Remittance Date and that have not otherwise been remitted to IESO or if applicable the 
Alternative Collection Agent in accordance with Section 5(3) , including the proceeds of 
any enforcement action undertaken by the Electricity Distributor or if applicable the 
Alternative Collection Agent to recover payment of Transition Charges in accordance 
with Article 5. 

"Electricity Invoice" means an invoice issued by an Electricity Distributor (or in its stead, 
an Alternative Invoicing Agent) in respect of electricity charges and related services and 
amounts incurred, assessed or attributed in respect of a residence located in the 
Electricity Distributor's designated Service Area. 

"Estimate" means, in relation to costs , expenses or payments in respect of Funding 
Obligations or any Finance Amount for a Reference Period, the estimated amount of 
such costs, expenses or payments determined by the Administrative Agent having 
regard to the applicable principles and parameters set out in Schedule 1, which 
estimated amounts shall be determinative as the applicable estimate for the purposes of 
this Part in the absence of a manifest calculation error. 

"Fair Allocation Plan" has the meaning given in Article 1. 

"Finance Amount" means, in respect of a Reference Period, the sum (without 
duplication) of the following amounts for the Reference Period: (a) Repayments ; (b) 
Funding Costs; (c) Redemption Amounts; (d) Finance Reserve Deposits; and (e) 
Additional Funding Charges. 

"Finance Receipts" means, for a Reference Period, all amounts received by or on behalf 
of the Regulatory Asset Owner during the Reference Period in respect of a Funding 
Obligation, including from any reimbursement of standby commitment fees or charges 
paid by a lender, any reimbursement of credit enhancement fees or charges paid by any 
credit enhancer, any reimbursement of liquidity fees or charges paid by any liquidity 
provider, any amounts (including any termination payments) paid to the Regulatory 
Asset Owner under derivatives and any withdrawal made or required to be made from a 
debt service reserve account or other account established under any indenture, ancillary 
agreement or other financing document relating to a Funding Obligation. 

"Finance Reserve Deposits" means, for a Reference Period, the amount by which (a) 
deposits made or to be made during the Reference Period in order to pre-fund, 
collateralize , over-collateralize or establish reserves for the ultimate payment of Funding 
Obligations or for related contingencies specified in the Treasury Plan, exceed (b) any 
Finance Reserve Withdrawals. 

~G+a~,S23 1 07566 7 
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"Finance Reserve Withdrawals" means, for a Reference Period, the amount withdrawn 
during the Reference Period from deposits previously made to pre-fund, collateralize , 
over-collateralize or establish reserves for the payment of Funding Obligations or to pay 
amounts in respect of related contingencies that had been specified in the Treasury 
Plan. 

"Funding Costs" means, for a Reference Period, the amount by which (a) the aggregate 
of all interest and other periodic finance charges accruing due and becoming payable or 
paid by or on behalf of the Regulatory Asset Owner during the Reference Period in 
respect of all Funding Obligations, including any standby commitment fees or charges 
paid to any lender, credit enhancement fees or charges paid to any credit enhancer, 
liquidity fees or charges paid to any liquidity provider, amounts (including any 
termination payments) paid under derivatives and any deposit amount made or required 
to fund or replenish a debt service reserve account or other account established under 
any indenture, ancillary agreement or other financing document relating to a Funding 
Obligation, exceeds (b) the aggregate of all Finance Receipts for the Reference Period. 

"Funding Obligation" means each payment obligation (including indebtedness, payment 
obligations arising under or in respect of derivatives, payment obligations owing to 
service providers, administrative agents, finance entity intermediaries, capital markets 
intermediaries, advisors, lenders, credit enhancement providers, liquidity providers, 
disbursement counterparties, regulatory agencies and rating agencies) incurred by or on 
be.b.aJLQLthe Regulatory Asset Owner under the Treasury Plan in order to fund a 
Funding Shortfall for a Reference Period, including any Refinancing of another such 
payment obligation . 

"Funding Shortfall" means, for a Reference Period, (a) the amount, if any, by which (i) 
the IESO Power Contract Net Payment for the Reference Periods, exceeds (ii) the GA 
Power Contract Contribution for Reference Period, minus (b) the IESO Applied Surplus 
for the Reference Period . 

"GA Power Contract Contribution" means, for a Reference Period, the aggregate of the 
payments to be made by the applicable Ratepayer Group in respect of the portion of the 
Global Adjustment attributable to the Power Contracts in accordance with the Fair 
Allocation Plan. 

"Generator" means a generator of electricity that is subject to this Act. 

"Global Adjustment" means the amount calculated from time to time under [Section • of 
the Electricity Ac~ , which includes among other things an amount determined in respect 
of the costs associated with the Green Generation Initiative, including amounts 
attributable to the Power Contracts. 

"Green Generation Initiative" has the meaning given in Article 1. 

"IESO Applied Surplus" means, for a Reference Period , the lesser of (a) the amount, if 
any, by which (i) the IESO Power Contract Net Payment for the Reference Periods, 
exceeds (ii) the GA Power Contract Contribution for Reference Period and (b) the IESO 
Unapplied Surplus on the last day of the immediately preceding Reference Period. 
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"IESO Power Contract Net Payment" means, for a Reference Period, the amount by 
which (a) the sum of amounts payable by IESO to the Generators to IESO under all 
Power Contracts for the Reference Period, exceeds (b) the sum of amounts payable by 
the Generators to IESO under all Power Contracts for the Reference Period. 

"IESO Power Contract Net Receipt" means, for a Reference Period, the amount by 
which (a) the sum of amounts payable by the Generators to IESO under all Power 
Contracts for the Reference Period, exceeds (b) the sum of amounts payable by IESO 
to the Generators to IESO under all Power Contracts for the Reference Period. 

"IESO Remittances" means, for a Settlement Date, all Electricity Distributor Remittances 
received by IESO or if applicable the Alternative Collection Agent prior to the Settlement 
Date and that have not otherwise been remitted to the Regulatory Asset Owner in 
accordance with Section 5(6), including the proceeds of any enforcement action 
undertaken by IESO or if applicable the Alternative Collection Agent to recover payment 
of amounts payable by Electricity Distributors to IESO in accordance with Article 5. 

"IESO Unapplied Surplus" means, at a particular time, the amount, if any, by which (a) 
the sum of (i) all IESO Power Contract Net Receipts for Reference Periods occurring 
prior to the time, and (ii) all GA Power Contract Contributions for Reference Periods 
occurring prior to the time, exceeds (b) the sum of (i) all IESO Power Contract Net 
Payments for Reference Periods occurring prior to the time, and (ii) all IESO Applied 
Surpluses for Reference Periods occurring prior to the time. 

"Period Transition Charge" means, for a Reference Period, the sum of (a) the Estimate 
of the Finance Amount and (b) the True-Up Amount in respect of the immediately 
preceding Reference Period . 

"Pledge" means a lien, mortgage, charge, right of set-off or security interest granted to 
or in favour of a Pledgee by a Regulatory Asset Owner in, to and over all or a specified 
portion (including a specified portion on a divided basis or by way of an undivided 
interest) of the Regulatory Asset. 

"Pledgee" means a person to whom [or for whose benefit] a Regulatory Asset Owner 
grants a Pledge. 

"Power Contracts" means long-term power contracts entered into by IESO with certain 
Generators, under which IESO has agreed to pay such Generators amounts, 
determined in respect of quantities of electricity over specified periods, to the extent that 
applicable market prices for such quantities of electricity during a specified period are 
less than specified reference prices for such quantities of electricity, and, 
correspondingly, Generators have agreed to pay IESO amounts if the market prices for 
such quantities exceed the applicable reference prices for such quantities.3 

"Province" means Her Majesty the Queen in rig.RtProvince of Ontario. 

"Ratepayer" means present and future [retail] consumers of electricity [in Ontariothe 
Province] who are [RPP][or OREC-eligible] consumers, which shall include all such retail 
consumers who are connected to the transmission and distribution system assets 
located in Ontario.the Provjnce and who are taking electric delivery service within 

3 Sh~~ld thi~ ~~~t~;;;pl~t~ th~ p~~~ibility of additional or amended power contracts? 

~+aoo~231 07566 7 
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Ontariotbe province_, whether or not such retail consumers produce their own electricity 
or purchase electric generation services from a provider of electric generation services 
other than the owner of the Province's transmission and distribution system assets and 
whether or not the transmission and distribution system assets continue to be owned or 
operated by Electricity Distributors or IES0.4 

"Ratepayer Group" means, in relation to a Reference Period , the Ratepayers who 
receive Electricity Invoices during the Reference Period. 

"Redemption Amount" means the amount payable by or on behalf of a Regulatory Asset 
Owner to redeem, prepay or repurchase a Funding Obligation, including any premium, 
make-whole or other additional amount becoming payable under the Funding Obligation 
to give effect to such redemption, prepayment or repurchase. 

"Reference Period" means (a) the period from (and including) the [Legislation 
Implementation Date] to (and including) June 30, 2017, (b) each six month period 
commencing [July 151 and January 1st] thereafter and (c) any other period specified as 
such in the Fair Allocation Plan. 

"Refinancing" means that a Funding Obligation is repaid or repurchased for cancellation 
by or on behalf of the Regulated Asset Owner by applying the net proceeds obtained by 
the Regulated Asset Owner incurring one or more other Funding Obligations. 

"Regulatory Asset" means the property right and interest described in Section 6(1 ). 

"Regulatory Asset Account" means (a) for an Electricity Distributor, any bank account 
into which the-aA Electricity Distributor deposits or receives Transition Charge 
Collections; (b) for IESO, any bank account into which IESO deposits or receives 
Electricity Distributor Remittances; and (c) if applicable, for the Alternative Collection 
Agent, any bank account into which the Alternative Collection Agent deposits or receives 
Transition Charge Collections, Electricity Distributor Remittances or IESO Remittances. 

"Regulatory Asset Owner" means, collectively, (a) IESO, to the extent that it bas 
retained any ownership interest in, to or under the Regulatory Asset and (b) each 
Absolute Assignee, to the extent that it bas acquired and owns any ownership interest 
(including a specified portion on a divided basis or by way of an undivided interest) in , to 
or under the Regulatory Asset, which together own the entirety of the Regulatory Asset 
and are required to exercise their individual rights of ownership in accordance with 
Section 6(7). 

"Related Generation Assets" means the [facil ities, plants and equipment] constructed, 
acquired or developed in connection with the Green Generation Initiative. 

"Related Rights" means all rights of any kind (whether in tort, contract or otherwise) of 
the Regulatory Asset Owner that attach or are attendant or incidental to any of the other 
property rights or interests that comprise the Regulatory Asset. 

"Remittance Date" means, in respect of an Electricity Distributor, each day on which it is 
required to remit Electricity Distribution Remittances to IESO or if applicable the 
Alternative Collection Agent in accordance with any Funding Obligation or, if no such 

4N~~dt~ d~~~~ib~~~~~~;:;;~ ~; i ~ ~f~~hion that is broad and not weakened by a bypass risk. 

2_g-1-Q+B~23 1 07566 7 
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day is specified in relation to any Funding Obligation, then the Business Day preceding 
each Settlement Date. 

"Repayment Obligation" means an obligation to repay, redeem or repurchase, or to 
provide for the repayment, redemption or repurchase (including by making a Finance 
Reserve Deposit) of, all or a portion of the amount advanced to the Regulatory Asset 
Owner under a Funding Obligation. 

"Repayment" means a payment by a Regulatory Asset Owner made to satisfy a 
Repayment Obligation, other than to the extent that the payment is made by applying 
the proceeds of a Refinancing. 

"Replacement Event" means any event specified as such in a Funding Obligation . 

"Service Area" means, in respect of an Electricity Distributor, the geographic area or 
region in which it is [permitted] . to distribute electricity to residences in accordance with 
this Act. 

"Settlement Date" means the [last Business Day of any month]. 

'Treasury Plan" means the written plan prepared by the Administrative Agent in 
compliance with Article 8 to set forth the basis upon which, among other things: (a) any 
Disposition may be made or effected; (b) any Funding Obligations may be incurred in 
order to fund a Funding Shortfall, including any Refinancing; (c) any Pledge may be 
given or effected; (d) any Funding Obligations may be redeemed, prepaid, repurchased, 
amended or otherwise effected; (e) any obligations for Additional Funding Charges may 
be incurred and paid; (f) any Repayments, Funding Costs and Redemption Amounts 
may be paid or provided for; (g) any Finance Reserve Deposits may be made; and (h) 
the cash flows arising from time to time or otherwise derived from the Regulatory Asset 
may otherwise be applied. 

"Transition Charge" means, in respect of a Reference Period, [one-sixth] of the Period 
Transition Charge, [divided by the Consumer Base5]. 

"Transition Charge Collection" means any amount received or deemed by this Part to 
have been received upon the collection of a Transition Charge paid by or on behalf of a 
Ratepayer, including any proceeds arising from the exercise and enforcement of any 
related rights and interests under or in respect of the Regulatory Asset. 

"True-Up Amount" means, in respect of a Reference Period, the amount (which may be 
a negative amount) calculated by the Administrative Agent equal to (a) the Estimate of 
the Finance Amount for the ReferenceLelale.d Tru~A!Q_ Period, minus (b) the Actual 
Finance Amount for the Referencesuch related True-Uo Period, plus (c) the Collected 
Amount Adjustment. 

'True-Up Period" means in relation to a Reference Period the period from and 
lncludinq the f3Q1hJ day immediately preceding the first day of the Reference Period to 
but excluding the f3Q1hJ day immediately preceding the last day of the Reference Period. 

23+G7.0913~23 1 07566 7 
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: undertaking of the Provincelieutenant Governor in Council" means the undertaking of 
the Provincelieutenan.LGovernor in Council_ given under Section 1 0(2). 

"Unrecovered Transition Costs" means the [unrecovered][unamortized] costs incurred in 
connection with the creation, adoption and implementation of the Green Generation 
Initiative, including any negative value of the Power Contracts and [other]. 

Article 3 -Transition Charges 

(1) Ratepayer Obligation to Pay a Transition Charge - Each Ratepayer shall pay each 
Transition Charge attributed to it and specified as such in any Electricity Invoice issued 
to such Ratepayer by its Electricity Distributor or by an Alternative Invoicing Agent under 
Section 4(1 ), in each case on the terms of payment specified in the related Electricity 
Invoice. 

(2) Indebtedness of Ratepayers- Until paid, a Transition Charge attributed to a 
Ratepayer and recorded in an Electricity Invoice shall-f, together with any applicable late 
payment fees and finance charges arising under the terms of the Electricity Invoice with 
respect to such Transition Charge,} constitute indebtedness of the Ratepayer to the 
Regulatory Asset Owner. Such indebtedness shall constitute a single and separate debt 
obligation owing by the Ratepayer, which subject to Article 5 may be enforced 
independently from any other payment obligation or indebtedness owing by the 
Ratepayer under the Electricity Invoice or otherwise. 

(3) No Set-Off or Reduction - A Ratepayer may not set-off or reduce (by counterclaim, 
defense or otherwise) the amount payable by it in respect of any Transition Charge, 
including any set-off against or in respect of any amount owing or becoming payable to 
such Ratepayer by its Electricity Distributor, the Regulatory Asset Owner or any other 
person. 

(4) Allocation of Ratepayer Payments- If an Electricity Distributor receives a payment 
made by or on behalf of a Ratepayer in respect of amounts due and payable under one 
or more Electricity Invoices that is less than the total amount payable thereunder, such 
payment shall be allocated on a pro rata basis to the payment of related Transition 
Charges and other invoiced amounts and the amount so allocated as a payment of 
related Transition Charges shall be deededdeemed to constitute a Transition Charge 
Collection. 

(5) Transition Charges are Irrevocable- The Transition Charges arising under or in 
respect of Funding Obligations incurred in compliance with:U.O.de.r the Treasury Plan 
(including any adjustments based on modifications to such Funding Obligations made in 
compliance with the Treasury Plan or as a result of amendments to the Treasury Plan 
made in accordance with Section 8(3)) are deemed to be irrevocable, f inal and effective 
without any further action. For greater certainty, a Transition Charge may include 
Finance Amounts for a Reference Period whether or not the payment of such Finance 
Amounts are inconsistent with the Fair Allocation Plan applicable at the time such 
payments are due and payable whether or not the related Funding Obligation was 
properly incurred in accordance withunder the Treasury Plan. In no case shall a Funding 
Obligation incurred under the Treasury Plan be affected by a subsequent amendment to 
the Fair Allocation Plan. 

2-J-W+-eeM231 07566 7 
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(6) [Anti-avoidance; No-by-pass- Transition Charges attributed to a Ratepayer in 
respect of any Finance Amount incurred under with the Treasury Plan applicable at the 
time the related Funding Obligation was incurred may not be avoided and shall be 
[non-by-passable]. ] 

Article 4- Invoicing of Transition Charges 

(1) Inclusion of Transition Charges in Electricity Invoices - Each Electricity Distributor 
and if applicable any Alternative Invoicing Agent shall, as an agent of the Regulatory 
Asset Owner, specify the Transition Charge to be attributed to a Ratepayer pursuant to 
Section 4(4) in respect of a related Reference Period in each Electricity Invoice issued 
by the Electricity Distributor or if applicable by the Alternative Invoicing Agent to the 
Ratepayer in respect of such Reference Period . Upon the inclusion of a Transition 
Charae in an Electricity Invoice the obligation to oay such amount shall be deemed to 
have been imposed on and billed to the applicable Ratepayer. 

(2) Calculation of the Period Transition Charge - Not later than one month prior to the 
first day of a Reference Period, [IES0]6 or if applicable the [Alternative Collection 
Agentf shall calculate the Period Transition Charge applicable to the Reference Period. 

(3) Calculation and Attribution of Transition Charges - Not later than 25 days prior to 
the first day of a Reference Period, [IESO] or if applicable the [Alternative Collection 
Agent] shall apply the Attribution Methodology to determine the Transition Charges to be 
attributed to the Ratepayers of the applicable Ratepayer Group. 

(4) Notice of Transition Charges- Not later than 20 days prior to the first day of a 
Reference Period, [IESO] or if applicable the [Alternative Collection Agent] shall inform 
each Electricity Distributor and if applicable any Alternative Invoicing Agent of the 
Transition Charges to be specified in the Electricity Invoices to be issued to each 
Ratepayer of the applicable Ratepayer Group who has a billing address in the Electricity 
Distributor's Service Area. 

(5) Adjustments -The amount of any Transition Charge attributed to a Ratepayer by 
[IESO] and specified as such in an Electricity Invoice shall be determinative of the 
amount of indebtedness created thereby and owing in respect of such Transition 
Charge, in the absence of any manifest calculation error. 

(6) Successors of Electricity Distributors -Any successor of an Electricity Distributor 
shall be bound by the requirements of Article 4 and shall perform and satisfy all duties 
and obligations of such Electricity Distributor under Article 4 in the same manner and to 
the same extent as such Electricity Distributor, including the obligation under Article 4 to 
impose, attribute, bill and invoice the Transition Charges. 

(7) Successors of IESO - Any successor of IESO shall be bound by the requirements of 
Article 4 and shall perform and satisfy all duties and obligations of IESO under Article 4 

.... "'''''''''''''''''''''''''''''''''''''"''''' ························································ ··-······· 
6 IESO's role will need to be discussed . Not sure if this mechanism is an IESO role or perhaps it's an OEB role . 

That will need to be discussed with the stakeholders. Currently, the rates for this class of customer are 
established by the OEB every six months having regard to the projections etc., of GA, and any variances from the 
prior period. This might end up fitting into that regime (although presumably we wouldn't want it to be built into the 
rate like GA is today- ie., it would be a separate line item). This section will also need to catch "bypass" customers. 

7 Should this be a designated government official, rather than an agent appointed by investors? 
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in the same manner and to the same extent as IESO, including the obligation to 
calculate and provide notice of Transition Charges. 

(8) Appointment of an Alternative Invoicing Agent - If a Replacement Event occurs in 
respect of any Electricity Distributor, the Regulatory Asset Owner shall be permitted, by 
an instrument in writing, to appoint an Alternative Invoicing Agent to perform some or all 
of the obligations and duties required to be undertaken by such Electricity Distributor 
under this Article 4, as and to the extent specified in such appointment. Upon 
acceptance of such appointment, the Alternative Invoicing Agent shall become obligated 
to perform such assumed obligations in replacement of such Electricity Distributor. Any 
Electricity Distributor that is replaced under this Section 4(8) shall promptly transfer all 
rights, powers, privileges and property interests in its possession or within its control in 
the performance of such obligations and duties to the Alternative Invoicing Agent and 
shall take such further actions, including the execution of instruments, necessary to give 
full and final effect to such transfer and to permit the Alternative Invoicing Agent to 
perform such obligations and duties on behalf of the Regulatory Asset Owner. 

(9) Regulatory Asset Owner has Standing -The Regulatory Asset Owner may bring 
actions against any Electricity Distributor, IESO, Alternative Invoicing Agent or any other 
person who may be authorized to issue Electricity Invoices to Ratepayers for a failure to 
impose, attribute, bill or invoice Transition Charges. Any court of the Province [and the 
OEB] shall have jurisdiction over any actions brought before it by a Regulatory Asset 
Owner in relation to any such failure. 

(10) Regulations- Regulations may be enacted for the purpose of specifying further rights, 
powers, privileges, duties and obligations that shall apply to IESO, any Electricity 
Distributor, any Alternative Invoicing Agent or any [Alternative Collection Agent] to 
ensure that Transition Charges are properly attributed to Ratepayers and specified as 
such in Electricity Invoices. 

Article 5 - Collections and Remittances 

( 1) 

(2) 

(3) 

Duty to Collect as Agent - Electricity Distributors or if applicable any Alternative 
Collection Agent shall, as an agent of the Regulatory Asset Owner, undertake [diligent 
efforts] to collect amounts owing by Ratepayers in respect of Transition Charges 
attributed to such Ratepayers in Electricity Invoices issued by the Electricity Distributor 
or if applicable such Alternative Collection Agent. 

Segregation of Transition Charge Collections - An Electricity Distributor or if 
applicable any Alternative Collection Agent shall [promptly] segregate Transition Charge 
Collections from other payments received by it from Ratepayers and deposit such 
Transition Charge Collections into its Regulatory Asset Account. Prior to and following a 
deposit of Transition Charge Collections having been made into its Regulatory Asset 
Account, the Electricity Distributor or if applicable any Alternative Collection Agent shall 
be deemed to hold such amounts in trust for the Regulatory Asset Owner. 

Electricity Distributor Remittances- On each [applicable Remittance Date], an 
Electricity Distributor shall remit all Transition Charge Collections received by it from 
Ratepayers in respect of the related Reference Period to or to the account of IESO or if 
applicable the Alternative Collection Agent. 

aJ.W+-§~23107566 7 
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(4) Duty to Collect Electricity Distributor Remittances- IESO or if applicable any 
Alternative Collection Agent shall, as an agent of the Regulatory Asset Owner, 
undertake [diligent efforts] to accept and collect Electricity Distributor Remittances. 

(5) Segregation of Electricity Distributor Remittances- IESO and if applicable the 
Alternative Collection Agent shall [promptly] segregate Electricity Distributor 
Remittances from other payments received or held by it and deposit such Electricity 
Distributor Remittances into its Regulatory Asset Account. Prior to and following a 
deposit of Electricity Distributor Remittances having been made into its Regulatory Asset 
Account, IESO or if applicable any Alternative Collection Agent shall be deemed to hold 
such amounts in trust for the Regulatory Asset Owner. 

(6) IESO Remittances- On each [Settlement Date], IESO and if applicable the Alternative 
Collection Agent shall remit all amounts on deposit in its Regulatory Asset Account to or 
to the account of the Regulatory Asset Owner. 

(7) Successors of Electricity Distributors -Any successor of an Electricity Distributor 
shall be bound by the requirements of Article 5 and shall perform and satisfy all duties 
and obligations of such Electricity Distributor under Article 5 in the same manner and to 
the same extent as such Electricity Distributor, including the obligation under Article 5 to 
collect Transition Charges and make remittances of Electricity Distributor Remittances. 

(8) Successors of IESO- Any successor of IESO shall be bound by the requirements of 
Article 5 and shall perform and satisfy all duties and obligations of IESO under Article 5 
in the same manner and to the same extent as IESO, including the obligation to collect 
Electricity Distributor Remittances and to remit IESO Remittances. 

(9) Owners of Distribution Assets - If any person other than an Electricity Distributor 
acquires distribution system assets in Ontariothe Province or invoices or collects 
electricity distribution rates in Ontariothe Province8 , then such person shall, if requested 
by the Regulatory Asset Owner, be obligated to act diligently to (a) facilitate the 
invoicing and collect of any Transition Charges applicable to Ratepayers in its applicable 
service area, including all consumers connected to the electricity distribution system 
assets and taking electric delivery service located within such service area; (b) allocate 
partial payments by Ratepayers as provided in this Part; (c) terminate service to 
non-paying Ratepayers on the same basis as termination of service is permitted for 
non-payment of electricity transmission and distribution rates; (d) exercise all 
enforcement rights of the Regulatory Asset Owner or Pledgee for the benefit of the 
Regulatory Asset Owner or Pledgee; and (e) remit any Transition Charge Collections to 
the Regulatory Asset Owner or Pledgee, as applicable. 

(10) Regulatory Asset Owner has Standing- The Regulatory Asset Owner and any 
Pledgee may bring actions against any Electricity Distributor, IESO, Alternative Invoicing 
Agent, any owner of electricity distribution system assets in Ontariothe Province or any 
other person who may be authorized to collect electricity distribution and use charges 
from Ratepayers for a failure to collect Transition Charges, remit or collect Electricity 
Distributor Remittances or remit IESO Remittances under Article 5. Any court of the 
Province [and the OEB] shall have jurisdiction over any actions brought before it by a 
Regulatory Asset Owner in relation to any such failure. 

8 This is in anticipation of a possible future restructuring of the distribution system. Also, this would cover 
any OREC-eligible customer (market participant) of IESO. 
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(11) Appointment of an Alternative Collection Agent- If a Replacement Event occurs in 
respect of any Electricity Distributor or IESO, the Regulatory Asset Owner shall be 
permitted, by an instrument in writing , to appoint an Alternative Collection Agent to 
perform some or all of the collection, segregation and remittance obligations otherwise 
required to be undertaken by such Electricity Distributor or IESO, as applicable, under 
Article 5, as and to the extent specified in such appointment. Upon acceptance of such 
appointment, the Alternative Collection Agent shall become obligated to perform such 
assumed obligations in replacement of such Electricity Distributor or IESO, as 
applicable. Any Electricity Distributor or IESO, as applicable, that is replaced under this 
Section 5(11) shall promptly transfer all rights, powers, privileges and property interests 
in its possession or within its control in, to i3fland over the Regulatory Asset, including its 
Regulatory Asset Account, to the Alternative Collection Agent and shall take such 
further actions, including the execution of instruments, necessary to give full and final 
effect to such transfer and to permit the Alternative Collection Agent to enforce the 
Regulatory Asset on behalf of the Regulatory Asset Owner. 

(12) No Set-off, etc.- The Regulatory Asset, including rights in Transition Charges, 
Transition Charge Collections, and the interests of the Regulatory Asset Owner, any 
Absolute Assignee and any Pledgee therein, may not be setoff or reduced (including by 
counterclaim , surcharge or defenseG by any Ratepayer, any Electricity Distributor, IESO, 
Alternative Collection Agent or any owner of distribution system assets in the Province 
[or any other person or in connection with any default, bankruptcy, reorganization or 
other insolvency proceeding of any Electricity Distributor, IESO, Alternative Collection 
Agent or any owner of distribution system assets in the Province, any affiliate or 
successor thereof or any other entity or otherwise.] 

(13) [Sequestration - If any Electricity Distributor, IESO, Alternative Collection Agent or any 
owner of distribution system assets in Ontariothe Province or any other person or entity 
authorized to collect Transition Charges, defaults on any required remittance of 
Transition Charge Collections, Electricity Distribution Remittances or IESO Remittances 
under Article 5, any court in the Province, upon application by a Regulatory Asset Owner 
or Pledgee and without limiting any other remedies available to the applying party, shall 
order the sequestration and payment of the Transition Charge Collections, Electricity 
Distribution Remittances and IESO Remittances, as applicable, for the benefit of the 
Regulatory Asset Owner or Pledgee.] [Such order shall remain in full force and effect 
notwithstanding any bankruptcy, reorganization, or other insolvency proceedings with 
respect to any Electricity Distributor, IESO, Alternative Collection Agent or any owner of 
distribution system assets in the Province or other person or entity authorized to collect 
Transition Charges, as applicable.] 

(14) Regulations- Regulations may be enacted for the purpose of specifying further rights, 
powers, privileges, duties and obligations that shall apply to IESO, any Electricity 
Distributor or any Alternative Collection Agent to ensure that rights, interests, 
entitlements, benefits and proceeds in, to, under and from the Regulatory Asset are of 
fully realized by the Regulatory Asset Owner. 

Article 6 -The Regulatory Asset 

(1) Composition- The Regulatory Asset shall constitute a property right and interest of the 
Regulatory Asset Owner in the following: 
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a. the present and future obligations and indebtedness of each Ratepayer to pay 
Transition Charges attributed to the Ratepayer from time to time in accordance 
with Article 2, together with all related late payment fees or interest charges 
arising in respect thereof under the related Electricity Invoices; 

b. the present and future obligations of each Electricity Distributor and if applicable 
the Alternative Invoicing Agent to impose, attribute, bill and invoice the Transition 
Charges in accordance with Article 4; 

c. the present and future obligations of each Electricity Distributor and if applicable 
the Alternative Collection Agent to remit amounts received by it in respect of 
Transition Charges as Electricity Distributor Remittances to or to the account of 
IESO or if applicable the Alternative Collection Agent in accordance with Article 
5, including all collections and the proceeds of any enforcement action 
undertaken by the Electricity Distributor or if applicable the Alternative Collection 
Agent to recover payment of Transition Charges in accordance with Article 4; 

d. the present and future obligations of IESO and if applicable the Alternative 
Collection Agent to accept Electricity Distributor Remittances and to remit IESO 
Remittances to or to the account of the Regulatory Asset Owner, in each case in 
accordance with Article 5, including all collections and the proceeds of any 
enforcement action undertaken by it to recover payment of Electricity Distributor 
Remittances in accordance with Article 4; 

e. all Transition Charge Collections; 

f. all rights and entitlements under each Regulatory Asset Account and all amounts 
on deposit in any such Regulatory Asset Account; 

g. all Related Rights; and 

h. all proceeds of or derived from the foregoing. 

The Regulatory Asset and the property rights and interests therein shall exist whether or 
not Transition Charges have been imposed, attributed, invoiced, accrued or collected 
and notwithstanding that the imposition, attribution, invoicing and collection of Transition 
Charges will depend on further actions that may not have occurred . 

(2) Validity of Dispositions - Despite any limitations or restrictions on a Disposition that 
may arise by contract or by operation of any applicable law of the Province [or any 
consent requirement applicable to a Disposition that may arise by contract or by 
operation of any applicable law of the Province] , a Disposition by a Regulatory Asset 
Owner made under the Treasury Plan shall be permitted and when made shall be valid 
and enforceable in accordance with its terms and shall be effective to confer upon the 
Absolute Assignee a valid property right and interest in, to and under the Regulatory 
Asset (or relevant portion thereof) in accordance with the terms of such Disposition [, 
provided that the description of Regulatory Asset in the agreement giving effect to the 
Disposition expressly refers to this Part]. [Other than as required by the Treasury Plan, 
no consent of any person shall be required to give effect to a Disposition.] Without 
limiting the foregoing, any Disposition that by its terms is intended to constitute a sale or 
absolute transfer shall be treated for all purposes as a true sale and absolute transfer of 
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the Regulatory Asset Owner's applicable right, title, and interest in, to and under the 
Regulatory Asset (or relevant portion thereof), and not merely as a Pledge thereof. A 
Disposition shall not be subject to recharacterization or challenge on any other basis 
and the validity of a Disposition shall not be affected or impaired by: (a) the commingling 
of revenuesTransition Charge Collections or other proceeds from Transition Charges 
with other amounts; (b) the retention of any interest (including any partial, residual or 
subordinated interest, whether direct or indirect) in the Regulatory Asset by the 
transferring Regulatory Asset Owner; (c) any right to repurchase the Regulatory Asset in 
favour of the transferring Regulatory Asset Owner; (d) any recourse that an Absolute 
Assignee may have against the transferring Regulatory Asset Owner; (e) any 
indemnification rights or obligations provided by the transferring Regulatory Asset 
Owner; (f) any obligation of the transferring Regulatory Asset Owner to collect and remit 
Transition Charge Collections on behalf of an Absolute Assignee, including but not 
limited to, any retention by the transferring Regulatory Asset Owner to bare legal title for 
the purpose of collecting Transition Charges; or (g) the ascribed or intended treatment 
of the Disposition by the transferring Regulatory Asset Owner or the Absolute Assignee 
on any different basis including for tax, financial reporting or other purposes. 

(3) Deemed Perfection and Priority of Dispositions -At the time a Disposition is made, 
the absolute assignment of the property rights and interest in the Regulatory Asset 
subject to the Disposition shall be deemed to have been and shall be perfected, vested, 
valid and binding as against the transferring Regulatory Asset Owner and all other 
persons who have claims of any kind (whether in tort, contract or otherwise) against the 
transferring Regulatory Asset Owner, irrespective of whether such persons have notice 
of the Disposition and the property rights and interests acquired by the Absolute 
Assignee under such Disposition shall have priority over any liens in favour of such 
other persons. 

(4) Validity of Pledges- Despite any limitations or restriction on a Pledge that may arise 
by contract or by operation of any applicable law of the Province [or any consent 
requirement applicable to a Pledge that may arise by contract or by operation of any 
applicable law of the Province], a Pledge by a Regulatory Asset Owner may be made to 
secure any Funding Obligation and when made shall be valid and enforceable in 
accordance with its terms and shall be effective to confer upon the Pledgee a valid 
security interest in, to and in respect of the Regulatory Asset in accordance with the 
terms of the Pledge[, provided that the description of Regulatory Asset in the agreement 
giving effect to the Pledge expressly refers to this Part]. Other than as required by the 
Treasury Plan, no consent of any person shall be required to give effect to a Pledge 
made to secure any Funding Obligation. 

(5) Deemed Perfection and Priority of Pledges- Any Pledge made by a Regulatory Asset 
Owner in accordance withrespect of a Funding Obligation incurred under the Treasury 
Plan shall be deemed to have been and shall be perfected, valid and binding from the 
time when the Pledge is made and shall be valid and binding as against the Regulatory 
Asset Owner making the Pledge and all other persons who have claims of any kind 
(whether in tort, contract or otherwise) against the pledging Regulatory Asset Owner, 
irrespective of whether such persons have notice of the Pledge and the security 
interests of the Pledgee under such Pledge shall have priority over any liens in favour of 
such other persons. All proceeds of the Regulatory Asset that are subject to such a 
Pledge that are received by the Regulatory Asset Owner shall immediately be subject to 
the such Pledge, and such proceeds shall be perfected, without any physical delivery 
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thereof, registration of any financing statement with respect thereto pursuant to the 
[PPSA] or any other further act. A Pledge shall be a continuously perfected security 
interest and shall have priority over any other lien, created by operation of law or 
otherwise, that may subsequently attach to the property rights and interests in the 
Regulatory Asset subject to the Pledge unless the Pledgee has otherwise agreed in 
writing. Any Pledgee shall have a perfected security interest in revenuesTransition 
Charge Collections or other related proceeds that are deposited in any Regulatory Asset 
Account or other account of any Electricity Distributor, IESO, Alternative Collection 
Agent or other person who may have commingled such revenues orTransjtion Charae 
Collections or such other proceeds with other funds. [A Pledgee shall cause a financing 
statement to be filed in respect of a Pledge for informational purposes only under the 
[PPSA]. 

(6) Enforcement of Property Rights -The rights of any Regulatory Asset Owner to collect 
and enforce its rights and interests in, to or in respect of the Regulatory Asset shall be 
exercised in the manner set forth in Article 5. 

(7) Collective Action Required - If a Regulatory Asset Owner's right and interest in the 
Regulatory Asset comprises less than the entire property right and interest constituted 
by the Regulatory Asset, such Regulatory Asset Owner shall only enforce such right and 
interest on a collective [and joint] basis with each other Regulatory Asset Owner, and 
any agreement among all of the Regulatory Asset Owners in furtherance of such 
collective action shall be valid and binding on each Regulatory Asset Owner and each 
Absolute Assignee, Pledgee and successor of a Regulatory Asset Owner in accordance 
with its terms. 

Article 7 - Establishment of the Fair Allocation Plan 

(1) Adoption of the Fair Allocation Plan- The Minister of Energy may by written order 
designate and adopt a Fair Allocation Plan in compliance with Article 7. The Fair 
Allocation Plan so designated and adopted shall be the Fair Allocation Plan for all 
purposes of this Part, except if amended, amended and restated or terminated by a 
further written order issued by the Minister of Energy [in compliance with Section •]. 

(2) Principles and Parameters -A Fair Allocation Plan shall seek to allocate Unrecovered 
Transition Costs across present and future Ratepayer Groups on a basis that the 
Minister of Energy, in its sole and absolute discretion, determines to be equitable, 
having regard to the following principles and parameters9: 

1. Unrecovered Transition Costs should be allocated over a period not to exceed 
the later of (a) the estimated remaining useful life of the Related Generating 
Assets and (b) the remaining term of IESO's commitments under the Power 
Contracts. 

2. The Fair Allocation Plan should specify the Reference Periods (e.g., 6 month 
periods), for the purpose of identifying applicable Ratepayer Groups and 

9 We have provided a few examples of what could be the basic principles. These will depend on market 
considerations, the Province's decision on the required amount of detail and the ability to sustain the 
legal basis for the program. These examples are not meant to suggest the appropriate balance -just illu 
strative to advance a discussion among the stakeholders. 

~756&.0231 07566 7 
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allocating among them responsibility to bear the Unrecovered Transition Costs 
on a relative basis over time. 

3. The share of Unrecovered Transition Costs allocable to a particular Ratepayer 
Group in respect of a Reference Period should be proportionate to a reasonable 
assessment of the benefits of the Green Generation Initiative to the Ratepayer 
Group over such Reference Period. 

4. The estimated Unrecovered Transition Costs to be allocated to a Ratepayer 
Group and any future Ratepayer Group at a particular time should not exceed 
the estimated value of the Related Generating Assets based on their remaining 
useful lives or terms, measured in respect of the period following such particular 
time. 

5. No future Ratepayer Group should bear an unreasonably disproportionate share 
of the Unrecovered Transition Costs. Except in exceptional circumstances or in 
the case of any backward-looking adjustment made as contemplated in 7, below, 
the share of the Unrecovered Transition Costs to be allocated under a Fair 
Allocation Plan to any future Ratepayer Group should have regard to [Insert 
formula if a year-over-year maximum amount is determined to be appropriate]1°. 

6. A reasonable estimate of the rate of inflation should be applied to equate the 
relative values of the nominal amount of Unrecovered Transition Costs to be 
allocable to Ratepayer Groups over time. 

7. Backward-looking adjustments to a Fair Allocation Plan may be made to achieve 
a fair distribution among Ratepayers of the benefits of the Green Generation 
Initiative to that Ratepayer Group over an applicable Reference Period, including 
to provide an abatement to one or more Ratepayer Groups to the extent that one 
or more earlier Ratepayer Groups are considered by the Minister of Energy to 
have borne an unfair share of the Unrecovered Transition Costs. 

(3) Attribution Methodology- The Fair Allocation Plan shall specify an objective 
methodology (the "Attribution Methodology") for the purposes of allocating the Period 
Transition Charges across all of the Ratepayers of a particular Ratepayer Group. The 
Attribution Methodology shall result in an attribution of such Transition Charges that are 
considered by the Minister of Energy to be equitable, and may have regard to such 
principles and parameters as may be further set forth in a Regulation. [may have regard 
to considerations such as their relative electricity usage rates and usage patterns; the 
relative geographic density of individual Ratepayer's residence [See basis for GA 
allocation method for other principles]] 

(4) [Confirmation][Review] of the Fair Allocation Plan - [OEB?] 

Article 8 -The Treasury Plan 

(1) Power to Prepare and Implement the Treasury Plan- +Rein compliance with a 
fwritt.e.n__ardel)LMQE_to confirm pro~es.s..l.Qf tb~ Miui~t~ll....o...~~ Administrative 
Agent shall prepare and propose the adoption of a Treasury Plan that is consistent with 
the principles, parameters, requirements and conditions set forth in Schedule 3, 

... ········-········-· ··························-······ 
1° Consider if a quantitative limit needs to be included in the legislation. 
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together with and subject to such conditions and requirements as may b€--SJ3ecified in a 
further written order of the Minister of Energy or in accordance with the Regulation . .. If 
the Administrative Agent is unwilling or unable to prepare and propose the adoption of a 
Treasury Plan, the Minister of Energy may by written order designate one or more other 
persons to prepare and implement such a Treasury Plan. 

(2) Required Terms and Conditions of the Treasury Plan- The Treasury Plan shall 
establish the basis for funding decisions that have the effect of allocating the 
Unrecovered Transition Costs across present and future Ratepayer Groups on a basis 
that is consistent with the Fair Allocation Plan. The Treasury Plan shall be consistent 
with the principles, parameters, requirements and conditions set forth in Schedule G.3... 
and such other conditions and requirements as may be specified jn a written order of the 
Minister of Eneray for in accordance with the Regulation] . 

(3) Power to Review and Approve the Treasury Plan -The Minister of Energy may,. by 
written order,. designate one or more persons to review and, if considered necessary, 
require and prescribe amendments of the Treasury Plan and to review and assess the 
consistency of the Funding Obligations incurred with such Treasurv Plan. and the 
Minister of Energy may specify conditions and requirements in respect of such review 
and prescriptions as may beio.._s.uch written order. The Administrative Ag.e.ot. or such 
Qther person(s) as may be designated by written order of the MinisJ.er of Eneray made 
pur-Suant to Section 8(1) shall make any such amendments to the Treasury Plan and 
submit a revised Treasury Plan to the [QEB] for aoomval within fthe time period 
specified in such written order.,.]trr•l days of such written orderUConsider periodic 
amenclments. to tbe Tre..asurv Plan following an annual revjew: provided that 
.amend.m~nts cannot affecUh.e exi.$1in_g__F____f.!_nding Obligations. C.o..!l.s.is:Ler thflie.vel o..f 
p_ve.rsight the. MoEIQEB will have over this pmce.ss?] 

W Awroval of Treasury Plan -The [OE.al shall have the power to and shall appmve or 
disappmve of the Treasurv Plan based solely on whether the Treasury Plan is 
consistent with (i) the principles. parameters requirements and conditions set forth in 
~gh,§,QJ,JJ§~~Jii) such other CQD.ditiP.U~iaQQ requirements as may be specified in a written 
order Qf the. Minister of Energy [Qr in accordance. with the Regulation] rand (iii) the Fair 
AIIQcation Planl. If the [QEBl.JID.Qr..QYes the TrnaJ?urv Plan.Jhen su.cb Treasury Pla..ILshal! 
be implemented by the Administrative Agent. If the OEB disappmves of the Treasurv 
Plan or otherwise fails to appmve the Treasurv Plan then the Administrative Agent shall 
re-submit the Treasury Plan with such amendments as the Administrative Agent shall 
wnsider necessary for the Treasurv Plan to be appmved by the OEB 

@ {4-t-Consistency with the Fair Allocation Plan - Funding Obligations should only be 
incurred if Repayments and Funding Costs would be borne by present and future 
Designated Ratepayers on a basis that is [generally] consistent with their respective 
allocations of the costs and benefits of the Green Generation Initiative contemplated in 
the Fair Allocation Plan. In that regard, at the time of setting the Fair Allocation Plan for 
any particular period, the aggregate amount payable during future Reference Periods on 
account of Funding Obligations incurred on or before the date on which a new Funding 
Obligation is incurred should not exceed the allocation of the costs and benefits of the 
Green Generation Initiative to the applicable Ratepayer Gmup contemplated in the Fair 
Allocation Plan . If, despite the foregoing, the Administrative Agent determines that the 
anticipated amount of any Repayment (together with payments of other Finance 
Amounts) to be made in respect of a Reference Period would materially exceed the 
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allocation of the costs and benefits of the Green Generation Initiative to the applicable 
Ratepayer Group under the then current Fair Allocation Plan, the Treasury Plan shall 
require the Administrative Agent to make diligent efforts to determine whether a 
Refinancing or deferral of such Repayment may be reasonably and cost-effectively 
effected based on then prevailing market terms, conditions an circumstances, if such a 
Refinancing or deferral is determined to be available the Treasury Plan shall require the 
Administrative Agent to make diligent efforts to implement such Refinancing or deferral 
on a basis that is consistent with the Fair Allocation Plan. 

@ Establishment of Specia.L__f_yrpose__Entities - If the implementation of the Treasurv 
Plan contemplates the establishment of one or more sw cial pUIQQ§e finance entities tQ... 
incur Funding Obligations under the Treasury Plan . as an AbsQiute Assjgnee and on a 
basis that limits the recQurse fm the payment Qf such Funding Obligations tQ such 
AbsQiute Assignee's interest in. tQ and under the RegulatQrv Asset the Administrative 
Agent shall have regard tQ the characteristics specified in Schedule 4 in establishing 
such soecial purpose entity 1 

ill {-at-Obligation to Apply IESO Remittances- The Administrative Agent shall ensure 
that amounts transferred to it under Article 5, as agent for and on behalf of the 
Regulatory Asset Owner, or otherwise in respect of or as proceeds from the Regulatory 
Asset shall only be applied or used to pay Finance Amounts when they are due and 
payable and for no other purpose. 11 

@ tat-Non-Recourse- The Treasury Plan shall be implemented so that Funding 
Obligations incurred shall be without recourse to or to any assets of the Electricity 
Distributors, IESO, any Alternative Invoicing Agent, and Alternative Collection Agent, the 
Admin istrative Agent, the OEB-Bf,. the Province Qr the Lieutenant GQvernQr in CQuncil, 
other than if and to the extent that such persons or entities are liable for the 
performance of obligations or duties arising under this Part.QI expressly pursuant to any 
Funding Obligation or obligation in relation to a Finance Amount. [All Funding 
Obligations shall contain a statement to the following effect: "Neither the full faith and 
credit nor the taxing power of the Province of Ontario is pledged to the payment of the 
principal of, or interest on, this [obligation] .] 

LID f+t-lncurrences are Binding - Despite any failure to adhere to the Treasury Plan or to 
comply with any requirement of this Part, all amounts payable or becoming due and 
payable by or on behalf of the Regulatory Asset Owner under or in connection with any 
obligation purporting to be a Funding Obligation , shall be deemed to be binding for the 
purposes of this Part, including in determining the amount of Transition Charges, 
despite any impairment or defect resulting from such failure . 

Article 9 - Compliance Matters 

(1) Right of the [OEB] to Inspect Books and Records - For the purpose of investigating 
compliance with the provisions of this Part, the [OEB] shall have the right, jurisdiction, 
power and authority to examine the books and records of any person who is or may 
become obligated or have duties that arise under this Part or any Funding Obligation. 

····· ······································-······· .. ···································-············· 
11 We need to work in the idea that there may be Finance Reserve Deposits or other amounts that remain after 

paying Finance Amounts . Those surplus amounts should be credited back to Ratepayers . 
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(2) Power to Investigate Compliance and Impose Regulatory Sanctions - Subject to the 
limitations set forth regarding the irrevocability of Transition Charges and the 
Undertaking of the Provincelieutenant Governor in Council, nothing in this Part shall (a) 
prevent or preclude the [OEB] from investigating the compliance of any person who is or 
may become obligated or have duties that arise under this Part [or any Funding 
Obligation] with the terms and conditions of this Part and requiring compliance by such 
person therewith; or (b) prevent or preclude the authority or any successor regulator 
from imposing regulatory sanctions against any person who is or may become obligated 
or have duties that arise under this Part for its failure to comply with the terms and 
conditions of this Part. 

(3) [Other Rating Settings - When setting other rates for or in respect of any person who 
is or may become obligated or have duties that arise under this Part, including any 
Electricity Distributor, IESO, Generator or the Administrative Agent, nothing in this Part 
shall prevent the [OEB] or any successor regulator from taking into account the 
collection by or attribution to such person of administrative or servicing fees in excess of 
the actual incremental costs incurred by such person of providing administrative or 
servicing services.] 

Article 10 - Undertaking of the Provineelieutenant Governor jn Council 

(1) No Action to limit, alter, or impair or terminate Transition Charges, the Regulatory 
Asset or Collections - The Provincelieutenant Governor in Council may not in any 
way take or permit any action to reduce, impair, postpone or terminate the obligation of 
Ratepayers to pay Transition Charges or impair the Regulatory Asset or the collection or 
recovery of Transition Charge Collections, either directly or indirectly. The 
-Pfevi.f:!Gelieutenant Governor in Council undertakes that the amount of Transition 
Charges determined hereunder shall not be subject in any way to reduction, impairment, 
postponement or termination as a result of any action taken or failure by the 
-Pfe.vi.A-eelieutenant Govern.ar in Council. 

(2) Undertaking and Agreement -The Provincelieutenant Governor in Council 
undertakes to and agrees with the Regulatory Asset Owner, including any Absolute 
Assignee from time to time, and any Pledgee from time to time, that the 
Provincelieutenant Governor in Council will not in any way take or permit any action that 
limits, alters or impairs the value of the Regulatory Asset or, except as required by the 
estimates and adjustments made in determining the True-up Amount, reduce, alter or 
impair Transition Charges that are imposed, collected and remitted for the benefit of the 
Regulatory Asset Owner, including any Absolute Assignee from time to time, and any 
Pledgee from time to time. 

(3) References to the Undertaking and Agreement - Any non-confidential reference to 
the Undertaking of the Provincelieutenant Governor in Council, including in marketing 
materials and other documentation authorized for use by the Administrative in 
connection with any Funding Obligation,. may be made provided . that [Add conditions to 
protect the Province] . 

Article 11 - Regulations 

Regulations may be made under this Part for the purposes described in Sections •,• ,• and • and 
may be promulgated for any of the following purposes: 
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(a) to set standards and measures regarding the commercially reasonable 
expectations of the Province associated with any Regulated Asset Owner 
incurring Funding Obligations or becoming obligated to pay any Finance Amount, 
including to establish guidelines regarding ali-in funding costs; permitted 
Additional Funding Costs; required maturities and redemption and termination 
rights of Funding Obligations; liquidity requirements, in each case to a Treasury 
Plan that is consistent in its effect with the Fair Allocation Plan; 

(b) to establish and empower one or more regulated entities to undertake 
decision-making activities with respect to this Part; 

(c) to set out reasonable expectations regarding the appointment or retention of 
advisors, agents, service providers, contract counterparties, including in relation 
to 'market terms and conditions' parameters; 

(d) to provide for audit and compliance standards applicable to those persons who 
are or may become obligated or have duties that arise under this Part [or under 
any Funding Obligation]; 

(e) to provide for any pre-vetting and approval requirements in relation to any 
incurrence by the Regulatory Asset Owner of any Funding Obligation or 
obligation to pay any Finance Amount; and 

(f) to provide for appeal and due process considerations in connection with the 
establishment, adoption, implementation and review of the Fair Allocation Plan or 
the Treasury Plan. 

Article 12- Miscellaneous 

(1) Choice of law- The law governing , as applicable, the validity, enforceability, 
attachment, perfection, priority and exercise of remedies with respect to the transfer of 
an interest or right or creation of a security interest in the Regulatory Asset, any 
Transition Charge or the Undertaking of the Province shall be the laws of Ontario11lli... 
Province. 

(2) Conflict of law- In the event of conflict between this Part and any other law of the 
Province regarding the attachment, assignment or perfection, or the effect of perfection, 
or priority of any Disposition or Pledge, this Part shall govern to the extent of the conflict. 

(3) No further acts or approvals required - Notwithstanding any provisions of any law of 
the Province to the contrary, no approvals, notices or authorizations other than those 
specified in this Part shall be required with respect to the actions to be taken in 
compliance with this Part, including under the Treasury Plan or in relation to the 
establishment of the Fair Allocation Plan, and the transactions and contracts authorized 
in or contemplated by this Part or the Treasury Plan, including the incurrence of any 
Funding Obligation, any Disposition , any Pledge or in the payment and performance of 
any attendant or incidental contract and any related expenses incurred to facilitate the 
preparation and implementation of the Treasury Plan. 

(4) Effect of invalidity after the Incurrence of any Funding Obligation - Effective on the 
date that a Funding Obligation is incurred under this Part, if any provision of this Part is 
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held to be invalid or is invalidated, superseded, replaced, repealed or expires for any 
reason, that occurrence shall not affect any action allowed under this Part that is taken 
by any person who is or may become obligated or have duties that arise under this Part 
[or under any Funding Obligation] and any such action shall remain in full force and 
effect. 

(5) Severability - If any Article, Section, paragraph or subparagraph of this Part or the 
application thereof to any person, circumstance or transaction is held by a court of 
competent jurisdiction to be unconstitutional or invalid, the unconstitutionality or invalidity 
shall not affect the constitutionality or validity of any other Article, Section, paragraph or 
subparagraph of this act or its application or validity to any person, circumstance or 
transaction, including the irrevocability of Transition Charges, the validity of the 
Regulatory Asset, the incurrence of any Funding Obligation, any Disposition, any 
Pledge, or the collection and recovery of Transition Charge Collections. To these ends, 
the Legislature hereby declares that the provisions of this Part are intended to be 
severable and that the Legislature would have enacted this Part even if any Article, 
Section, paragraph or subparagraph of this Part held to be unconstitutional or invalid 
had not been included in this Part. 
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Schedule 1 

Guidelines for Estimates 
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Schedule 2 

Requirements Applicable to Alternative 
Invoicing Agent/ Alternative Collection Agent 

[To be considered.] 
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Schedule 3 

Principles. Parameters, Requirements and Conditions for Establishing the Treasury Plan 

Sec-tien [X] Procedure to Adopt a 

~ Treasury Planyball have regard toJbe_JoiJowing principJes.parameters requirements and 
conditions·rconsider others.] 

(1) Submission of Treasury Plan The person(s) designated by written order of the 
Minister of Energy under Section 8(1) shall prepare a Treasury Plan and submit it to the 
Minister of Energy and any person designed by the Minister of Energy under Section 
8(2) to review such Treasury Plan ['Nithin the time period specified in such written 
order]/p..vithin [•] days of such written order]. Such person(s) shall implement any 
changes proposed under Section [X](3) and submit the revised Treasury Plan to the 
fOEB] for approval 'Nithin [within the time period specified in such written order]/[vv-i#l-i-fl­
[•] days of such 'oVritten order].the Treasurv Plan shall in resoect of each Reference 
Period. describe the allocations of Unrecovered Transition Costs to each Reference 
Group as contemplated by the Fair Allocation Plan: 

(2) Content of Treasury Plan ,t\ny Treasury Plan shall have regard to the follmving 
specifications:the Administrative Agent shall make a good faith estimate of the Funding 
Shortfalls for each Reference Period based on the terms of the Power Contracts and 
assu.ID.Q:tillns considered to be reasonabJe respecting forward market p.ri.ces for 
electricity· 

QJ the Administrative Agent shall describe alternative funding arrangements considered to 
be suitable for the ouroose of funding the estimated Funding Shortfalls including by 
reference to short term and/or long term Funding Obligations that could reasonably be 
incurred by Regulatorv Asset Owner for such purpose· 

W such Funding Obligations shall reflect quantities. maturities. payment obligations 
prepayment or redemption rights and such other features so that the effect of incurring 
such Funding Obligations would be that the payments made thereunder in r.es_pect of 
each Reference Period (including the anticipated Finance Amounts becomjngj)ayable jn 
mlatilln t.Q___~Uch Funding Obligations) would reasonably correspond to the alloca.!iQo_s of 
Unrecovered Transition Costs to the applicable Reference Group under the Fair 
Allocation Plan · 

{,~ the Treasury Plan shall reflect the outcome of a financial model that incorporates the 
assumptions and requirements specified in any contemolated Funding Obligation (e g, 
any limit on the maximum amount of Transition Charges attributed to a hypothetical 
Ratepayer relative to his or her monthly electricitv bill as prescribed by any rating 
.agency that ascribes its credit rating to or in res_pect of the Funding Obligation havinCL 
regard to the application of the Allocation Methodology)· [Consider what,QUJouts from 
OPG will be tested bv the OEB and when. The modelling in the Treasurv Plan may 
permit the OEB to check progress against the model from time to time. which may 
provide a basis for the MoEIOEB to require a review/amendment to the Treasurv 
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Plim_if fbe ongoing___QJJeration of the program results in significant deViation from 
the mocieLConsider wbether this flexibifitv is desirable.] 

{fil the Administrative Agent for and on behalf of each Regulatory Asset Owner shall seek 
to incur Funding Obligations from time to time on the best terms available at such time 
for a financing transaction of the size and type contemplated and having regarding to 
the following parameters· 

~ whether the Regulatory Asset Ownerfsl will require committed access to short 
term liquidity to cover estimated Funding Shortfalls prior to incurring fixed term 
Funding Obligations. and the amount and repayment terms of any such required 
JiQuiditv: provided that any Repayment required to be made under the terms of 
such short-term liquidity would not obligate a Regulatory Asset Owner to repay 
an amount jn relation to a Reference Perjod that would have the effect of the 
Treasury Plan permitting incurrences of Funding Obligations payable in such 
Reference Period that would exceed the allocations of Unrecovered Transition 
Costs to the applicable Reference Group under the Fair Allocation Plan · 

Q-e, the basis upon which the Administrative Agent will select the term to maturity of 
any other Funding Obligations: provided that any Repayments required to be 
made under the terms of such Funding Obligations shall not obligate a 
Regulatory Asset Owner to repay an amount in relation to a Reference Period 
that would have the effect of the Treasury Plan permitting incurrences of Funding 
Obligations payable jn such Reference Perjod that would exceed the allocations 
of Unrecovered Transition Costs to the applicable Reference Group under the 
Fair Allocation Plan· 

.c.. the basis upon which the interest rates applicable to such Funding Obligations 
would be determined· 

d.. the reference capital or finance market in which such Funding Obligation would 
be incurred. including markets outside of Canada if considered by the 
Administrative Agent to be appropriate in the circumstances: 

e.._ the currency of oayments under such Funding Obligations and if the Funding 
Qbljgatjons are denominated in a currency other than Canadjan dollars. the 
b9sis upon which the Adrnio.lstrat.iYe Ag~nt shall cause the fappli£ablel 
Regulatory Asset Owner to enter into hedging transactions to mitigate currency 
risk including acceptable minimum and maximum coverage levels havinCL 
regard to the availability of related derivatives having notional amounts 
corresponding to the repayment and maturity profile of such Funding 
Obligations: 

L the basis upon which the Administrative Agent will select counteroarties under 
any transaction to be entered into by a Regulatory Asset Owner including any 
payjng agent servicer cash manager. liquidity provider hedge counterparty. 
accQunt bank. lender. note truste..e. security trusle..e.__Raying _____ ag_e.n!. 
registrar/transfer agent financial services agent arranger or manager· 

flo the basis upon which the Administrative Agent will manage counteroarty risk 
including by providing for maximum counteroarty exposure limits having regard 
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to concentration credit and other identified risks with respect to individuaL 
.CQU nte.rR.ad:jes or co_u_ntries_;_ 

h.. ihe__b_as_is_u_pon which the Administrative Agent will negotiate and settle Finance. 
Amounts including the amount of any Redemption Amounts Finance Reserve 
Deposits and Additional Funding Charae.s: 

ill a. A description of hmv the incurrence of Funding Obligations by present and future 
Designated Ratepayers will bethe. basis upon which Funding Obligations may be. 
redeemed prepaid. repurchased or otherwise affected having regard for the need to 
minimize. debt service charges and other Funding Costs and the need to maintain a 
stable. funding platform to finance the Funding Shortfall fmm time to time on a basis that 
is consistent with their respective~ allocations of costs and benefits as contemplated 
ffi.Unre.cove.red Transition Costs to applicable Reference. Grou.p.s under the Fair 
Allocation Plan; 

&.- The form, amount and timing of Funding Obligations under the Treasury Plan; 
aOO 

@ the. basis upon which any Repayments. Funding Costs and Redemption Amounts will be. 
paid. including any defeasance. sinking fund or through other reserves or liquiditv 
facil itie.s · 

LID the basis upon which fees. charges expenses costs. indemnities reimbursements and 
other amounts payable. to or for the. benefit of the. Administrative. Agent and other agents 
and service providers to the Regulatory Asset Owne.rfsl may be. determined. allocated 
and paid· 

{1QJ the tjmjng and basis upon which Finance Reserve Qeposits and Finance Reserve 
Withdrawals may be made· 

{ill e:-the entities involved in the incurrence of Funding Obligations and execution of the 
Treasury Plan.basis upon which any obligations for any other Additional Funding 
Charges may be. incurred and paid· 

{d1 Review of Treasury Plan The Minister of Energy, or the person(s) designated by 
'Nritten order of the Minister of Energy under Section 8(2), shall review the Treasury Plan 
submitted in accordance 'Nith Section [X](1) and propose any changes to such Treasury 
Plan that are necessary or desirable to align the Treasury Plan 'v'lith the requirements 
set out the [Minister's Order]. 

{4) ~~-~~~ The [0€8] shall have the power to and shall approve or 
disapprove of the Treasury-P-lan based solely on whether the Treasury Plan includes the 
specifications contemplated under Section [X](2) and whether those specifications 
[accord with] the assumptions, conditions, requirements and standards set out in th-e­
Treasury Plan and the order(s) of the Minister of Energy issued under Section 8(1) and 
8(2). If the [OEB] fails to approve or disapprove any Treasury Plan \Vithin [30] days of 
[receiving such Treasury PlanJ,-12 the Treasury Plan is deemed to have been approved. 

~.:. -GeR-sffief-whetJ:J.e.r--tl=le-Mi-Aiste-r:'-s-er-Elef-sf::lmJ-Itj-se-t-etJ-t-.Hme~-eaGh-G-f-st~nte-mi*Jte-s-9y-t-Ais­
Section [X] , or 'Nhether these time periods should be hard coded into the legislation . 
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{1.21 the bas.i.s.JJ.gon whjch the cash flows arising from time to time or otherwise derived from 
the RegulatOJy As_p_et may otherwis_e__be applied. includjnq in relatiQn to aoy co..l!DteJParty 
enforcement and realization scenario: 

L1J} the transmittal to [the IESO] of information related to the amounts to be included in the 
determination of the Period Transition Charae for a Reference Period ~ 

t:IAJ the basis upon which any Disposition may be made or effected by a Regulatory Asset 
Owner. including parameters for determining the purchase price for the interest in the 
Regulatorv Asset that is the subject matter of such Disposition. and any consents and 
releases that may be usefully obtained in connection with such Disposition~ 

{151 a description of each special purchase entity that will purchase the Regulatory Asset 
fl:.o.m.Jhe IES.Q. including pro_posed caJJitaliz_atio.n. governance_.___a.nd cestrictions__Qn their 
powers and activities having regard to the parameters in Sche.d!.!le 4· and 

{16_) 1hB basis on which any Pledge may be given or effected 

Se-Gtion [X] 
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Preliminarv Draft for Discussion Purooses Only 

S..ctl.edule 4 

Creation of tRe--{OPG Financing Entity.a.ny Special Puroose Entity to become a Regy_[atory 
Asset Owner] 

(1) Grea-tion of the [OPG Financing Entity] The person(s) designated by •.vritten order of 
the Minister of Energy under Section 8(1) t~plement a Treasury Plan may [create] 
one or many entities, each known as a "OPG Financing Entity" having regard to tho-­
fo.I.Jevving principles:Powers and Abilities· 

23107566 7 

a. No part of the revenue or assets of a OPG Financing EntityRegulatorv Asset 
Owner shall enure to the benefit or be distributable to its trustees, officers or 
directors, as the case may be, or any other private persons, except as may be 
provided for actual services rendered ; 

b. OPG Financing EntityEa__ch__B_egulatory Asset Owner shall be authorized to: 

i. issue bondsincur the Funding Obligations contemplated by a Treasury 
Plan and use the proceeds thereof to purchase or acquire, and to own , 
hold and use the Regulatory Asset; 

ii. contract for servicing of the Restructuring Asset and any bonds 
contemplated by a Treasury Plan and for administrative services;__aru:i 

iii. pledge the Regulatory Asset to secure bonds contemplated by a 
Treasury Plan.the Funding Obligations incurred by the Regulatorv Asset 
Owner;_ 

c. So long as any Go-nBsE.unding Obligations contemplated under a Treasury Plan 
are outstanding , OPG Financing Entitythe Regulatorv Asset Owner shall not be 
authorized to merge or consolidate, directly or indirectly, with any person or 
entity~~ 

d. OPG Financing Entitythe Regulatorv Asset Owner shall not have the power or 
authority to incur or guarantee or otherwise become obligated to pay any debt or 
obligations other than what is contemplated under a Treasury Plan~~ 

e. OPG Financing Entitythe Regulatorv Asset Owner shall cause the proceeds of.. 
any bond issuance contemplated under a Treasury Planobtained by incurring 
any Funding Obligation to be placed in one or more separate accounts and used 
only to purchase the Regulatory Asset and pay any costs as provided for in a 
Treasury Plan~,;,_ao,d 

f. gg§.Q long as the Regulatory Asset is pledged to secure eentJ.s....i-swed-tlru:lBF-a­
Treasury Act, the OPG Financing EntityFundinq Obligations the Requlatorv 
Asset Owner must apply revenues from the collection of Transition Charges only 
to repay Go-nBssuch Funding Obligations and other costs as provided for in a 
Treasury Plan. 



(2) Governance of [OPG Financing Entity] /\ person or persons that effect the creation 
ef-GP--G Financing Entity shall design the ge-vernance of Q.P.G Financing 
€-ffii.tyRegulatorv Asset Owner - The Regulatory Asset Owner shall shall be created 
having regard to the following principles:[OPG to confirm if SPE will be a tnist or 
another tvee of entitv.l 

23107566 7 

a. [Number of trustees] 

b. [Replacement of trustees; vacancies; appointment of successors] 

c. [Removal of trustees for neglect of duty or misconduct] 

d. [Quorum and meetings] 

e. [Fiduciary duty] 

f. [Isolation, separateness and other "non-consolidation" and "bankruptcy 
remoteness" criteria] 

g. [Delegation of powers and duties to administrative agents] 

h. [Delegation of powers and duties to administrative agents] 

\ 
.\ 

I 
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A proposal to create Legislation. 

Fair Hvdro Plan Act. 2017. if enacted 

EXPLANATORY NOTE TO BE ADDED BY LEGISLATIVE COUNS'E 
FINAL BILL PRIOR TO INTRODUCTION. ::> ;! 

.............. -
NOTES: What follows is ENERGY's FIRST OPTION for deferring the Global 
Adjustment. It attempts to take the Global Adjustment Provisions at face value and 
makes incremental changes to add the necessary "lines in" and "lines out" that are 
required to fund the deferral of GAM through payments to be made by a new Fair 
Hydro Financing Trust (or designated entity) to be established by OPG. The plan is 
to have OPG establish the trust, but to ring-fence the trust from the rest of OPG's 
assets (that's my understanding of it) but to allow OPG to make decisions which 
leverage its ability to earn a return. OPG is responsible for injecting equity and 
equity and loans would also be provided by the OEFC. Both these sources would be 
only partial (approximately 5% from OPG, 41% from OEFC or thereabouts) 
capitalization. The rest of the funds would come from the Trusts' :fmancing 
activities (it would enter into or be the subject of structured :fmancial transactions 
such as securitization deals). This is all still evolving and this description is just to 
give you a sense of what we're working with. The drafting instructions won't reflect 
the :fmancial interac~ions with the market yet. 

The Second option is to is meant to give us all an alternative approach to consider. 
The plan would be to chose one or the other, or elements of each, in order to create 
the best pro,.duc,! m_?ving forward~ _ _ _ _ _ _ _ _ _ J. --l.~-~lll_att_e_~---~~mt: .~0.~.~--- __ __ __ _ ___ _) 

/' ~( ':::./ 
[Insert expla"uatory note.] 

This draft has not been edited. FYI, I'm referring to the borrowing entity/thingy as 
"TBD" in the drafting. 

E LECTRICITY A CT, 1998 

1. Section 1 of the Electricity Act, 1998 would be amendedby adding the 
following clause: 
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( d.l) to continue, create or facilitate the continuance or creation of initiatives that are 
reasonably likely to reduce or to support the reduction of greenhouse gas, 1 

including initiatives relating to electricity conservation and efficiency or to the 
use of cleaner energy sources and technologies, and to provide mechanisms for 
mitigating related costs to consumers; 

[Placeholder for possible purpose relating to other rate mitigation pending further 
discussion .. .I think we need to reconcile whatever text ENE wants to add re rate-"' ..... 3 
mitigation in particular with the existing clause (f). Ideally, we'll be able to reconcile the 
two in a single clause. Certainly we don't want there to be two purposes clauses or! 
electricity prices that each have a different "take" on pricing. Maybe pricing should come 
out of (f) and we deal with pricing in a new, separate clause that could also address rate 
mitigation strategies.] ntd- ·'Jr: Aareed. lets trv this new "(J " -

(f) tci protect the interests of consumers with respect to. 
j. 

ate 
av in a manner consistent with 

CO/'i,;.'tUill~ 
"\ ) 

·i:yl;;;;;dj;c!;·~o)~;il,e ii?SO to be-:afi;ted to.~·~ 6 ii): 
4 ) 

r a.l ~- ~r into agreements or to make other arran <>en~ents with the Fair II vdro l .... -...... J _________________________ ....... ,,,_,,_,,,,,, _____________________ ,,, ............... , ________________ :Q ___________ ,,,,,,,_,,, __________ ,,, .............. ,,, _______ ,, ................. - ...... - .. . 

Financing Trust or the entity designated under Part x for the put]Joses of 
conducting its activities under section 25.33 and the Regulations: [ntd-jpr: 
alternatively, i[vou don't want to refer to section-references. then perhaps 
" .. .{(n- the purpose o(conduciing its rate-mitigation activities provided for in 
this Act.?! 

1 FLS: Sees. 7 1 (2) para. 2 oftbe Climate Change ... Act. 



(a.2) to engage in activities related the making and receiving of payments from. the 
Fair Hvdro Financing Trust- or the entity designated under Parf X. as required 
under this Act, and to engage in related settlement activities: 

(a.3) to engage in activities related to the sale or disposition of regulatory assets 
refened to in section 25 .33 for the purposes of assisting the Government of 
Ontario with its policies related to rate mitigation: ~ . / 

t :; 

.. y 
x .. (1) Subsections 25.33 (1) and (2) of the Act are repealed and t~ ~ollowing 

substituted: t!D ·) i\._.j 

,. ....:«:! 

In order to help see all of the amendments in context and accommodate tweaks in the 
opening flushes, I've just remade subsections (1) and (2). However, that won't work if 
you may or will want to bring GGRA and the bonowing amendments into force at 
different times, so please let me know asap if you intend or may intend for that to be the 
case . . {i1td-jpr: I don't think we need to do that- hrini;-GGR...4 amendments in at a 
di · erent time than the Rate 111/iti ation measures. 
works well./ " 

Electricity pricing adjustments 
Adjustments by IESO 

3 I 

(1) The IESO shall, through its billing and settlement systems, make adjustments in 
accordance with the reglilations that ensure that, over time, payments by such classes of 
market participants in Ontario as are prescribed by regulation, subject to subsection (2.1 ), 
reflect, 
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(a) amounts paid to generators, the Financial Corporation and distributors, whether 
the amounts are determined under the market mles or under section 78.1 , 78.2 
or 78.5 of the Ontario Energy Board Act, 1998; 

(b) amounts paid to entities with whom the IESO has a procurement contract, as 
determined under the procurement contract; 

(c) amounts received by the IESO, directly or indirectly, from the Gre~u~e-.Gas 
Reduction Account established under section 71 of the Climate Ch n -
Mitigation and Low-Carbon Economy Act, 2016 for the ftmdingKf~ gree ouse 

' '\.~1 

gas reduction initiatives under this Act or the Ontario Energy,;Bo e,c{Act, 1998 
for which the costs would otherwise be borne in whole or ·~ ;art by consumers; 

/'" ' . 
1. Re the underlined, given that this clause is about prescribed market participants, is the 
reference here to consumers correct?"---------------------------------------'/: _________________________ ___ __ . -{F..?.':.~~~e..~_:__~_?~~:}_t~li~ ......................•......... __) 
2. That said, remind me why we need to include the phrase "for which the costs would 
otherwise be borne . .. " at the end at all? Isn' t that also the case with clauses (a) and (b) 
except that they don't say so expressly? [ntd-[pr: A I ' Tiz re ards to (a· and (b' 
which are existing clauses, the IESO ispaving'tlte. ' nmts to the entities 
(generators. contract-counter parties, etc.) l'i'Mfe' {m'-fc i through (e). the amoums are 

i'"\ / 

ti?~~'";J&~eJ:~.i?_i~:r:;:;:;!~~~:;; 
; ' ~ 

(d) amounts received by1ilie · - ., directly or indirectly, from the [[Fair Hvdro 
Financing ·rrust or designif'ted entity under section 53.6.2.]TBD] <mder 
[vvhateyer the authority 'lvil1 require TRD to give money to the IESO; 
instmctions Pt::"fldi:ngf; and 

7 
Your instructions so far don't suggest that the amounts would be received indirectly; 
please provide further information. [ntd-jpr: For now. that's correct: the l£5'0 would be 
receivil r tht?-~ an·i·;·;urrts directlv ;~on1 the i'inancincr Trust or desi. rna ted entitv. · 

.. ... :.: ,; 

mounts paid to the [f.?irJ]yQJ.:gJ::ill?ll£ingTr.u.J;JQI~~<;§1gn!l.:t949JJtit:y::mf}] 
under, 

(i) subsection ( 1.1) [authority requiring pa;onent back to TBD of 
pri1~cipal/intereJt], 

(ii) subsection (1.1). 
Jauthority Tequiringpaymentbad.,to :T-I~D of operating costs]" 

-{ Formatted: Normal, No bullets or numbering 



[ntd-jpr: these next provisions (1.1) through (1.9) mav be moved: They relate to the 
IESO 's obligation to receive amounts fi·om the Fair Hwlro 
Financing Trust or designated entitv and to make pavments to the 
trust or entity. I've in:s·erted them here {or now. 1 

s I 

relation to a : ittd- · t:: ~'ll()f!Jt! ~ve ex ress tit a ·ments on a . · · {~~':...~~.!l==~~!..<:.~t.: ~?.!9.. __________ _) 
numthlv basis?[ 

(c) The full amm.mt of anv costs relating to,Jhe 
as are approved bv the Board; [nttl-:iP.r:§}t~lll H,...,.d e C.:X:P/~e5j$:f!liS tl~: !Jl.~Q ~fll!/t_il!f:. - Hm •••• CF~-r~-;tt~d : F~~t: B~;;; ·- m m ) 

· payments on a monthlv basis?! J . y . 
f4)J:\l1.Y9th9L?J!.JQ1!Ilt? ... ~~!i Dl?Y. .. h.9 .. PI95~~JP9c~ t.l.5.P.li.!Yh9 . .m?PIQY9~t.l?.yJJJ9_.!29ll.I~t 

WHETHE1c PAYJ.\fENT OBLIGATIONS IS CORR.ECT: 
-WE 11~ULY NE:'h"'D THERE TO B~ ~~1.LE: IESO'S ROLE IS A COLLEC1ING 
AGENTAS OPPOSJW TO A J!Af.MEitJ1' 0BLIG'ATION TO P.4Y. h"'X.E"R(1SIN6' A 
REGULATORY RIGHT TH.AJ.JS~D ON BEJL4LF OF BOND-HOLDh"RS. 

# ' .\ • .11 
G'AM IN REVERSE { H1l:f,THER WE C4N GIVE TRUST THE LINE INTO THE 
GENERATORS INCOME. ?' 
-THEN: OPG TJJ, 'GHT-/ABOUT A "WAREHOfJ...WNG"- IESO 'S PRE-
BORROWIIVG ,.t. T . '- IESO WOULD DRAW ON ITS LINE OF CRED fLOC -
IB'SO WOULD--.\ . 
-WANJ:iJ."' f.I:TNSli .P.: JHATIESO HAS THE POWB'll TO ACT THE COLLEC110N 

, ,;;.' ' 
A GB.ivT ON BEHALF 0 F THE TRUSJ: DO WE NEED AlV /;,'XPRJ:'SS' 
AVi.'HORrJ'Y TO 1>1KE ON IHE WAREHOVSING 
-PRi~_ h']~ ACTIVITIES Formatted: Font: Italic 



I 6 

Regulatorv Assets, 
(1.2) The follow-ing amounts shall be deemed to be regulatory assets with a right of 

recovery until the amounts are disposed of pursuant to subsection (1.3).: 

(a) Anv and all amounts refenecl to in clause (1.1) (a) which are bonowed bv the Trust 
or the entitv during the clefenal period and payable for the month for the pm:poses of 
providing near-term relief to prescribed electricitv consumers: 

(b) Any and all amounts refem:d to in clause (1.1) (b) ofanv interest costs oydi'l;!~ 

c ;;~~~~;~~!~;e~=-~:.~a~:::'~"Sr::'" _(} ______ _______ __ _ _____ ___ _______ __ ______ __LJ'.GL _______ _ 
tht:e.9P.9.I~ti.9.I!9.IJll~t1f\gS<:mGJ:!..t .. Qf.!hGJ=.t:ll.§.L_'!o~~PPI9..Y.£s! ... R.Y.Jh9. ... I?.~!..<uliP.. > l{ _ ;·~1 

cl The full amount of anv and all other costs or true-u s which .n1a~ rescribed bv 
the regulations. / ... ~. A. 

:.7 
7 
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{OLC Counsel, the instruction is that we need to ensure absolute certainty (or as much 
certainty as we can provide) around the "pay back" provisions (right o(trust to 
recover). This has to be "baked iu" with as much detail aromul the pay back 
obligations I liabilitv of cousumers as possible. 
The other overarching principle. is that those who bene (it are required to pay back, -­
Thus, putting these two principles together. then our intention is that as far as we can 
do we must nsure that with absolute clari 'that the ull amount borrowed · ·rest, 
o . eratin ¥/etc costs have to be aid 1zo matter what rom the JESO, tlistribut ·Siftntl't) 
ultimatelv those consumers 1vlw bene u. N11J-I 'm not uite sure whether e ·e i:es 
to "distributors" will stav in. For /lOW. lets keep them in the places I've releren ed 
them. Jlw concern is that by re(erenciug them we create credit and ofil,d·'finilncia/ 
ri'Sks tor distributors due to the obligations (debt owing to the TtztSti&bentiti>) includine 
the enduring nature o(those obligations./ r-' , ')' 
WHI:THFR THERE IS ENOUGH REFERENCE TN REG.: .SSET SECTION TO 1HE 
REVENUE STREANI FROM THE PARTICUUVZ GROUP OE CCtlNSUMERS: 
SHOULD THE INTRO LANGUAGE THAT THE R " . ASSEP IS THAT PORTION 
OF THE REV STREA1v1 REPRESENTING A B. C. D. dv not sure we neeed to go 
that far m the importance of that link could be stren~efted •. making reference to that 

tV \,;1 I ·, 

revenue stream······ that JOrtion of the revenue str' tha t,'rdates to customers/consumers· -
amount equal to a.b.c. and d.) 

(1.4) 

relation··toj ·,: · tivities; 
e w"air fi\;(fro Financin Trust or designated entit shalL in addition to the 

?111PJlJ!ts:~r5ferr.f:_~lJQ_in!i.l.!bB.99.Ji.gn(J.J}_i!_n~LCL4.l,_h_<!Y.£tb_g_right!QI9._QQY_9..r.:i.nJ\!ll. 
_<p_ly __ , JQ_!:lll_Ql:>_~nni ng an~Lm<.!Wl.g.~m_<e.!l!..f_Qfit.§_?.IlJ1._92Ul\:?Ufi._i!t;~I_C.lLWhi<::.lL1!f9._U_l9.1!If.C.Q 

~~'"'~lJ'-'~ ... '11~_In!,'iLQI.Jhc.:B.1:ttitY ... iiJ .. I9.1!!tignJo i!fi. !!9tl:titi.£fi_gng_~Yhic._h!!l~G-~1?.PIQYC.QPY_thc.. 

(1.6) 
Board; 
For greater certaintv. the amounts refeiTed to in subsections (1.3), (1.4) and (1.5) 
are deemed to be debts owing to the Fair Hvdro Financial ·rrust or the Entitv by 
the IESO, distributors and consumers until such amounts have been. :fullv paid and 
fully discharged jlzttf-il!..r~·J t(Jred .wit~ .. "{uJlv tlisr;h.tcr.r;e.4" btit]'nt .. tl(Jt .~ltr.e f(i~ 
works- can we have it as an NTD (or clients (and other.s) to consider?/. 

···---···-·- ·--- J 

•·· · -·· · -1 Formatted: Indent: Left: 0.5'', No bullets or 
numbering 





Confidential- Solicitor & Client Privileged- Draft for Discussion Purposes Only 

A proposal to create Legislation. 

Fair Hydro Plan Act, 2017, if enacted 

EXPLANATORY NOTE TO BE ADDED BY LEGISLATIVE COUNSEL)EO ANY 
FINAL BILL PRIOR TO INTRODUCTION. l ·. -) 

[insert explanatory note.] 
9 . 

ELECTRICITY ACT, 1998 I ' 

1. (1) Section 1 of the Elec~icity Act, 1998 would be~ded! y
1 ;~ding the 

following clause: v . 
[Note: GGRA provisions have been removed for now. Please confirm if they should be 

· · ·····~ ... ../ 
re-inserted.] 

t:~ 
I. . 

(2) Clause 1 (f) of the Act would be stl(U ){out ,a d the following substituted: 
: ; 

(f) to protect the interests of consuhi'ers 'fh respect to the adequacy, reliability 
and quality of electricity serVile; . ,'J 

(f 1) h 
' ;. f1(/ )J , . 'th h . th fi . to protect t e mterests'·o ~umers w1 respect to t e pnces ey pay or 

electricity, incl din(i;ro!ection of those interests through theHydro fmancing 
initiative; ~; · ~- · ! 

[Note: Since the Hydro financing initiative is a defmed term and is clearly required to be 
implemented under the new substantive provisions of the Act, I'm still not sure why this 
needs to be addressed in the purpose clause. However, I have included a purpose 
provision as per your instructions.] 

.t•=·-- y 
! ~~ 

x/ ubsectiorl 2 (1) of the Act would be amended by adding the following !I •-../ 

defi i~io~ . . . . 

"Fmanclhg Entity" means the trust established by Ontano Power GeneratiOn Inc. under 
clause XX (a) or the entity prescribed for the purposes of clause XX (b); ("French") 

"hydro financing initiative" means those policies of the Government of Ontario related to 
its decision to [t:~f.:ig_<m.<;g <lQ~li1_iQggf(!Jg\?gLf\gj~I-~Il.119JJ,~~~tl'~:t."~~.;,;-:tz·>:9i;t~~~' .... 
eJeci:r-1ett')'--eensu·R1er.s·-ttre-aflooaretl··fairJ.y-t:J"ie:r-l:iine-;··htkH:rg-i:li.fe-ili.>ceunt-fl-l.e-H&17fui-Ji-re 
of OO'h :;oer~e~: oLmd tecl1:1clogie!l for alectrio:t)'; ("French") 

. ... Comment [ESPl]: The wording needs to worked 
on but we are suggesting tying the definition to what 
we are committing to (i.e., refinancing/deferral of 
GA). 
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[Note: I have applied the precedent of the "smart metering initiative" as per your 
instructions. Just want to reiterate my concern that the reference to government policies 
is really vague (which initiative/ policies? At which point in time?) and I think this could 
cause lots of confusion, particularly if the policies evolve over time. It could also have 
unintended consequences.] 

[Note: To consider-- by describing the initiative as we have in the above definition, we 
are potentially linking the deferred amount to amounts that would otherwise be paid for 
by consumers as part of the GA. If the deferred amounts are not all about "the useful life 
of new sources and technologies" then the description of the initiative should likely be' :; 
broadened. (For example, if some of the deferred amount may be used to cover high . >' 
wholesale p1ices, one could argue that the initiative is NOT about allocating costs fairly 
over time ... it's just about pushing the cost increase to future consumers without/-) 
considering what is "fair" across the generations.] ; .. ' ~-

/ y 
x. (1) Subsection 6 (1) of the Act would be amended b~~ing : e following 

clauses: ' 
f. 

(q.l) to enter into agreements or arrangements with the Financing Entity; 
'1' 

• 0 

(q.2) to engage in activities related to makirf~klP.ayn1eJi s to and receiving payments 
from the Financing Entity under Parl-,.Y.2, asJequired under this Act, and to 
engage in related settlement activi_t.i/s; 

Note: Is some of this covered already by clause (i)? Could we address this by expanding 
upon clause (i)? Trying to understand whether there is any potential overlap.] 

(q.3) to engage in activitie/r€lat~)th~ [sale/disposition/conveyance/assignment] 
of the [right/regulatory asset] created under section XX, which activities may 

0 ;-::::; , ........ d 
mclude, <:, .. • 

[:Note: As discussed, plt?aS.t': COf!-frrm terminology.] 

/ . 

(i) · eu ~liabilities in relation to the [right/asset]; 

(ii)~tselling/assigning/disposing of?] the [right/asset] to the Financing 
. :~-::Ei1ti ty; 

) 
• kfii) assigning [the right/asset] to third parties; 

[Note: I don' t understand (iii) --I thought the rights to the asset were being assigned to 
the trust and nobody else?] 

(q.4) acting as a recovery agent for the Financing Entity in relation to [the 
right/asset]; 



x. (1) Subsections 25.33 (1) and (2) of the Act would be repealed and the 
following substituted [TBD]. 
I[Note: As per our telephone discussion today (March 27), there seems to be ongoing 
debate about the policy direction: 

1. Do you want to amend the GAM so that the money received from the FE and the 
money recovered by the FE are part of the initial GA calculation? 

3 

2. Do you want to leave the GAM section as is and add a requirement (in a new section) 
for the IESO to conduct additional adjustments for a subset of the payments referred to in 
s. 25 .33? This second adjustment would be engaged in after the existing GAM is ~r · . ) 
calculated. So it would be a further adjustment of what has already been adjuste_~ und~ -
the GAM. tCi ; T 

.P. <l 
Until this fundamental question is answered, we are removing the proposed amendments 
to s. 25.33.]1 ~- 1 Y 

.... ~~ . -

X. Subsection 53.1 (1) of the Act would be repealed and the onoting 
' T substituted: ; 

Ob_jects of Ontario Power Generation Inc. .:) 
53.1 (I) The objects of Ontario Power Generation Inc. include, in addition to any 

other objects, the following: ~. '"</ ... 
[Note: I know that the words "in addition to any other objects" appears in the current 
provision, but it seems very odd. This suggests that the objects are unlimited, which 
doesn't seem to be the intention but I could be wrong.] 

" V' il , I.Z:,. Jd 

I. Owning and operating generation facilities . 
"""~ ;_\, jY 

2. Establishing, operating and supervising the activities of entities for the 
purposes of supporting and promoting the government's hydro financing 
initiative. ,./ 

3. Provid~g::Bfa ial and other support to the IESO in its activities in relation to 
l t\'Jly!:lro fu;iancing initiative. 

4.\~nga~::·;~ such financing, borrowing, lending and related activities and 
".@!'!l~ctions to support the IESO with short-term or long-term fmancing.j 

Comment [ESP2]: GA refinancing should be 
kept separate from existing GA calculation - GA 
will continue to be calculated as normal (it will need 
to be as Class As and Class Bs will still pay GA as 
they do currently). 

And current position is that the OEB (i.e. , not IESO) 
that makes adjustments to RPP consumers bills and 
publishes the modifier to be used for RPP-eligible 
bills. 

IESO is responsible for the flow of money to and 
from the SPY to and from OEB/LDCs/Retailers. 
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5. Providing equity, not exceeding the prescribed amount, to support the 
fmancing capacity of the Financing Entity. 

Subsidiaries 
(1.1) Ontario Power Generation Inc. may create one or more subsidiaries in order to 

more efficiently conduct its activities or achieve its objects. 

x. Section 53.2 of the Act would be repealed and the following substituted: 

Rights of the Minister1 

53.2 (1) The Minister, on behalf of Her Majesty in right of Ontario, may ac<J. · · .e, 
hold, dispose of and otherwise deal with securities or debt obligations of, oratcy ot)i~r 
interest in, Ontario Power Generation Inc. or any of its subsidiaries. rp ;:; :<.) 7 

Agreements /:··:.·.... Y 
(2) The Minister, on behalf of Her Majesty in right of Ontamo, may ¢nter into any 

agreement or arrangement that the Minister considers necessary or ll).d:lental to the 
exercise of a power under subsection (1). f :' 

x. The Act would be amended by adding t!.Je fo o ~ Part: 

PARnvd ~ .... 
HYDRO FJNA~f~~~~HTIATIVE 

[Note: TBD where to place this Part within the Act and how to structure this Part. 
Temporaty number (e.g. Al, A2, A3 etc.) has been used for now.] 

_(!} 

Fina~cing Entity, esta{li~ e·· or'prescribed 
Al. (1) For the purpo~e of ccomplishing the hydro fmancing initiative, the Minister 

may, :>"' 

(a) direc,t:-Oht.a ' · ower Generation Inc. to establish and operate a trust; or 
( .) 

~ire~~ ·o~ario Power Generation Inc. to [oversee? Administer?] an entity 
.. ; pre~ribed by the regulations. 
[Note: Would the direction of the Minister include any additional instructions re timing 
etc.?] 

Duty of Ontario Power Generation Inc. 
(2) Ontario Power Generation Inc. shall 'comply with the direction of the Minister t ..... H • • 

1 FLS -this provision is based on s. 49 of the Act 

Comment [ESP3]: Is this authority necessary ­
would OPG not always already have to comply with 
Such a direction? 



'[Note: Once OPG takes action under Al in accordance with the Minister's direction, 
what happens if at some point in the future, the Minister wants a different entity to take 
over the role of the FE? Is this a concern that needs to be addressed?] 

Object of Financing Entity 
A2. (1) The object of the Financing Entity is to finance the amounts required to 

accomplish the hydro fmancing initiative. 

5 

[Note: We are imposing several obligations on the Financing Entity (FE). As a practical 
matter, how will these obligations be enforced? Who will be responsible for meeting 
these obligations? (e.g. would there be directors or officers of the trust?). Or will the ~' . -~ 
OPG be responsible for me~ting these ?bligations as the body that establishes/m~age~ 
the trust or oversees the des1gnated entlty?] /

1 
; T 

Activities . ···-., 
{() . '\) 

(2) To achieve the object, the Financing Entity shall engage i.J:).f't1ie .foll<;>w1ng 
acti viti es: ;~~- / 
[Note: Just want to confirm that this should be "shall" and not "may".] / 

/ 

1. Borrowing funds from the Financial Corporatio 
entities t as may be prescribed?]. • 

such other persons or 

l 
2. Investing funds . 

,r 
3. Making payments and loans to th~rESO;er such other entity as may be 

prescribed in accordance with)h9>regl)lations [or an order of the Board]. 
[Note: I think it would be best to specify whether the rules would be set out in a reg or in 
a Board order to avoid confusion.] . 
[Note: Should the "loans" language be removed, since you noted that the IESO is not 
"borrowing" from the FE?f- ,.::7 

4. Receiving pa, ~n~om the IESO or such other person or entity as may be 
prescribed · acd~dance with the regulations. 

~-

5. rin~- ~~~rties or debt [in the manner prescribed?]. 

:6. Engaging in any activities, including entering into such transactions, 
. ~ agreements, or arrangements, as may be prescribed _by, and in accordance with_, 

the regulationsJ 

Board review of expenditures, etc. 
A3. (1) The Financing Entity shall, at least 60 days after the end of each fiscal year, 

submit its expenditures relating to its operations for the fiscal year including the expenses 

.. · { Comment [ESP4]: Consider the wording re 

L e-~-~~~-~?.~--~-~: .. ~~--~? .. ~-~~~~~--~--~-c~!.~.~-~-: ..................................... . 
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it has charged to Ontario Power Generation Inc. or the IESO, or that it has been charged 
by the Financial Corporation, in relation to those operations, to the Board for review. 
[Note: The list of items that have to be reported on could be more prescriptive (e.g. 

specifying specific amounts to be set out) or it could also allow for the Board to specify 
what it wants to see in the report. Let me know if you'd like to adjust the wording of the 
requirement.] 

Board recommendations, etc. 
(2) The Board may review the expenditures and charges refened to in subsection (1) 

and make recommendations to the Financing Entity as are appropriate in order to ensure 
the :Q..qnsist~llQY:~Y.:iJJ:tthe govemin_g_kg.!rcg,_I:<2.g]Jjrem.;:_fl!§.ii_~,Jll~:.sonstraints o;~ OPQ ) 
2m:rowin.g)jr~it::'~!::~f{i?.i<?~l:G.P~l'''ti0?~~ ~!~~!~fi]'_i!~1ilg~r1'_l.t:)~l~'?f'.<~~~-~~·~i}~il5'l.~i_f_ig:-~;~!'!i'Z .. i? .... ~~4~p<:>. . ...... .. · · 
protect consumers. _ -~ j ) 
[Note: Rather than saying "in order to protect consumers", should this say "in order to 
achieve the object of the FE"? Or perhaps this could just be deleted altogether with no 

-·· y 
need for replacement language.] ,t~ '., 

Deemed assets, entity, ~ )1
1 

A4. Despite any other provision of this Act or the B~ust~s Corporations Act, the 
assets and liabilities which are resident in and form papt::,of th~roperty of the Financing 
Entity shall not form part of the assets and liabilities of <,D~ta"rio Power Generation Inc. or 
any of its subsidiaries for any purpose. _, f't= · f 

·[Note: You posed a question about excluding an OPG subsidiary from this rule. Please 
instruct.] 1 -

"• J 

0BTrA1NiNG F INANCING 
I \( _; 

[Note: It will be important to read all of the provisions that follow against the provisions 
in the existing Act, to ensure there is no overlap/confusion being created due to potential 
interactions between existing authority and new authority. The drafting focus so far has 
just been to get the relevant substantive provisions into the draft without evaluating how 
they fit into the broader scheme of the Act.] 

1 . 

Ontario Powep Ge e tion Inc. to obtain financing 

Comment [ESPS]: We need a new section eitl1er 
in the Part V.2 or in the 25.33/34/35s that sets out the 
constraints on OPG borrowing: 

!.Requirement that GA refinancing be completed 
within the committed to 30-year period; 

2.Requirement that surpluses in collections are 
applied to repay GA borrowing; and 

3.Cap the amount to be recovered from ratepayers 
in any given year at I 0 per cent of the average I 
total bill (based on IESO's forecast at the time of 

l~-~-~~~~~~~~~~}_:_ __________ ~-------···---·' 

AS. fl) The IESO may direct Ontario Power Generation Inc. to cause the Financing 
Entity to engage in any of the following activities in order to accomplish the hydro 

~:~in1lU:~;~~~~~~ai~~ti~i,li0~:W0liiCiOPd'~calis~ili~FE;;!0Ci0ili~s~- ~88? .. lio-w is ·· ··[ft·~~~t:~~~~:~~~:,~:;~~~:::~~t~~:.~ J 
this different from "directing"?] j Comment [ESP7]: Why is IESO directing OPG I 

I here? Does it have the authority to do so (other than 
~ as set out here)? ·--. 

I. Financing, borrowing or lending to provide the IESO with short-term or long-
term fmancing. 
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2. [Purchasing/receiving/obtaining the right created under section XX] and 
making any payments to the IESO that relate to the IESO's activities in support 
of the hydro fmancing initiative. 

[Note: Not sure if the regulated assets would always be "purchased" or if other 
terminology might be needed. Please advise.] 

3. Collecting from the IESO amounts that the IESO is required to pay in relation 
to its activities in support of the hydro fmancing initiative. 

4. Assigning its [the IESO's?] rights to all or part of the regulatory assets ~ 
established under section XX:XX. ~r 

[Note: What is para. 4 about? If this is about forcing OPG to make the FE do things, 
then does this belong in the list? I thought that it was only the IESO that would be , 
assigning the rights to the FE] ~-' .! ,. ., 

5. Such other activities as may be prescribed. r ... ,. \ 
At . j 

r . '! 
Same y 

(2) Ontario Power Generation Inc. shall comply with /'~ection under subsection (1) 
within the time specified in the direction [and any prescribed rules?]. _, .. - , 
IESO to enter into transactions {.,{;):I 

A6. (1) The IESO shall, ~ order to support t&(acli'i _,;vement of the hydro fmancing 
initiative, enter into transactions with the Financ{p~~!jft1ty or any other entity for such 
amounts as are necessary to support the hydt·l'finaJtcing initiative. 
[Note: My understanding is that the need for "or any other entity'' stems from the need to 
allow for the IESO to obtain temporary fmancing in the immediate term, before it is able 
to access the FE. Do you want to narrow this so that the IESO is only authorized to do 
this before the FE is up and running? Or do you want to keep it available on an ongoing 

' ::>'<'"' •-·•••u •'7 

bas1s?] · ·· · 

Same / 
(2) In entering il tran actions under subsection (1), the IESO shall comply with the 

regulations. ~- , 

{ ~IGH~OF RECOVERY [CREATION OF REGULATORY ASSET] 

[Note re the following provisions: 
I found a provision dealing with the concept of "regulatory asset" in Bill 210 from 2002 
(sees. 79.13 of the OEBA). It deems certain things to be regulatory assets but does not 
say much more. On the phone, you noted that the term "regulatory ~sset" does not have 
any legal meaning on its own but is just an accounting term that has been used to describe 

' ... , 
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ihe statutorily created right of recovery. However, you also said that there may be a need 
to use this term in order to convey the intended meaning from an accounting perspective. 

In order to ensure that the drafting captures the policy intent, please answer/address the 
following questions: 

1. Should we be creating a statutory right of recovery or deeming certain amounts to be a 
regulatory asset? You said you'd consult on whether the regulatory asset terminology is 
important to flag in the Bill. 

C
~ . 

' . . 
~~ ·l 

2. You said you're not sure whether or not the Act will require the IESO to seW assign ' 
the right. Please instruct. If it is optional for the IESO to seW assign, then it seems that 
the right could in theory remain with the IESO (unless you are saying that the ·statute can . 
just create the right of the FE to recover without any need for the right to be assigned/sold 
by the IESO .. . in which case please explain why we need to deal with the ~ 
sale/assignment at all). Please clarify. /' j' 

.. ./ 
3. I'm assuming that if we are creating a right, then the right must be held by someone 
(e.g. the IESO) before it can be assigned/sold? So should the right be created in the Act 
for the IESO (e.g. the IESO has a right to recover the amounts from distributors and 
prescribed consumers) since the IESO would then seWassign/transfer the right to the FE? 
The FE must also have the right to recover from the IESO itself, so that creates an extra 
complication. ;yc- ··· r 

· 4. Should there be some indication of when the right of recovery/regulatory assets will 
no longer continue to exist (e.g. once all of the amounts have been paid?). I notice that 
your instructions below about the debt indicate that the debt is no longer owing once the 
amounts are paid, but do we need to indicate that the regulatory asset also ceases to exist 
at that point? !':::::; ""'.:~;;' 

,y 

Right of recovery created 7' 
A7. A right to ;ifov~tlie following amounts in full from the IESO, distributors and 

prescribed con/»~e~ r reated. 
:\ :1 

The [deferred amount]. 

. I amounts of costs relating to the operation or management of the Financing 
Entity, as are approved by the Board. 

[Note: How will the Board be approving these costs? Is this related to the expenditure 
report submitted to the Board? That provision dealing with Board expenditures doesn't 
refer to any approval taking place ... just a review and recommendations.] 
[Note: Need to mention expenditures?] 



3. Other amounts as may be prescribed or as may be approved by the Board. 
:Note: Are you going to be saying anything about how the interest will be calculated? 

Sale [and/or?] assignment of [right? Regulatory assets?] 

9 

AS. (1) The IESO [may? Shall?] , in accordance with the regulations, sell [and/or?] 
convey to the Financing Entity the right to recovery created established under section A 7 
on such terms and conditions as are provided for by the Financing Entity. 
[Note: Your instructions include the terms "sell", "assign" and "convey"-- which are 
correct?] 
[Note: Your instructions suggested that something other than the "regulatory assets" may 
need to be assigned to the FE. Are you referring to the "warehousing" liabilities assumed .. · 
by the IESO in the early days? What else would need to be assigned? Could these items.· ·· 
be listed above in A7 or is there a reason why they need to be kept separate?] ,(7 ! Y 
Sale deemed final f' · ,t --1 · 

(2) The sale and conveyance referred to in subsection (1) is deemed t<f · . final for all 
purposes. _ 
[Note: What is this intended to achieve? Is this based on precedent language that has 
b.een interpreted to have the desired effect?] ··· ··· /!' 

Debts 
(3) For greater certainty, the [amounts to whicb, the ' E ha~ right of recovery] are 

debts owing by the IESO, distributors and prescr~be~s{miers to the Financial Entity 
until the amounts have been fully paid and fully cilisc~ed. 
[Note: Why is subs. (3) necessary? Isn't it inherent in the sale of the regulatory assets 
that the FE would have acquired the future right to collect these amounts? Perhaps it is 
unclear that the amount can be collected from not just the IESO but from others down the 
chain. But isn't that what the "right of recovery" section above is meant to cover?] 

.1'-

[Note: I haven' t checked to see ho~ othe'r similar provisions dealing with debts are 
drafted. Not sure we need the "for greater certainty" and also not sure what the 
distinction is between "fully paid" and "fully discharged". This provision will need 
further consideration. You also noted that you may want to specify who determines 
when all obligations have b~en satisfied.] 

~-­

IESO to re¢Q.vef a~ohnts 
A9. £rhe IESO :SJfall recover the amounts set out in section A 7 from distributors and 

prescribru c7 ers, in accordance with [ ... ]: 

Note: how are the requirements that would determine recovery for this subsection meant 
to interact with the GAM reg? 

[Note: The following two subsections are placeholders. You noted that the provision is 
going to have to evolve to deal with consumers who exit the grid (disconnect) completely 



10 

either because they leave the province or they decide to generate their own electricity 
and completely disconnect. You also want to be able to prescribe methods of ensuring 
that the amounts required cannot be "by-passed". I'll need to understand what is meant 
by "by-passed".] · 
Distributors liable 

(x) The IESO and distributors are entitled to compensation for any shortfall in 
relation to the amounts the IESO must pay to generators, the Financial Corporation or 
other persons including prescribed persons, under section 25.33 resultingji-om the 
IESO 's activities under the hydro financing initiative. (':; .? 

Consumers liable ·~, /. :~ 
(A) Prescribed consumers are required to contribute towards the amount of any}7 

compensation referred to in subsection (4) in accordance with the amounts and methods 
prescribed by the regulations and such amounts shall not be by;c~~~~cf· ~\----::·" 

USE OF FUNDS TO REDUCE ELECTR1CITY""l3ILLS ·. 
. ~f 

[Note: Depending on how things land with s. 25.33, this might be a place to explain how 
the transactions between the IESO and the FE translate into reduction in the electricity 
bills ofRPP consumers. Regulations could specify how the IESO would ensure that the 
short-term rate reductions that flow from the FE amounts are only received by the 
targeted class of consumers and that this same class of consumers is the only class 
responsible for the repayment of FE funds in the long-term.] 

- '--:.':§1 

ONTARIO ENE BO, RD ACT, 1998 

x. Subsection 1 (1) of the O'ntar{!£n~rgy Board Act, 1998 would be amended by 
adding the following paragraph':· · ; ··· ·' 

.. ~ '{ ;i 

6. To facilitate 'j~~~~:ri~ation of the [hydro fmancing initiative]. 
[Note: Would need to link with defmition in the EA or else spell out the defmition here -
TBD.] / 

r 
x. Section 21.1:1 of}lne Act would be amended by adding the following paragraph: 

1.~ !{ \ 

' _,-. . '··· J 
!Hearings 

1 
- .. .:> 

(1.1) A directive may specify whether the Board is to hold a hearing, the 
circumstances under which a hearing may or may not be held and, if a hearing is to be 
held, the type of hearing to be held and the time within which it must be held.! ,' 

The underlined is what makes this different from the other provisions in the Act that 
basically have the same wording. There are already a number of places in the Act where 
you have this type of hearings provision re directives (e.g., s. 27.2 (7)). If you basically 
want the same authority in each instance, then the wording should be consistent in each 

Comment [ESPS]: Do we need this new 1.1? 

Could we not use or amend existing: 

27.1 (1) The Minister may issue, and the Board shall 
implement, directives that have been approved by 
the Lieutenant Governor in Council that require the 
Board to take steps specified in the directives to 
promote energy conservat!on, energy efficiency, load 
management or the use of cleaner energy sources, 
including alternative and renewable energy sources. 
2002, c. 23, s. 4 (4). 
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case. There are already some discrepancies between the current provisions (e.g., s. 27.2 
(7) talks about types of hearings, whereas s. 28 (2) doesn't) . Differences in wording will 
typically be presumed to be differences in meaning. So, the question is what you're 
intending to authorize in each case, and whether differences are intended. If you want the 
same thing everywhere, it should all be worded the same. Let me know. 

[Note: Waiting for confirmation whether amendments to s. 78.7 are needed. Please 
advise.] 

x. Section 79,16 (3) of the Act would be repealed and the following substitJtfe<l· 
~- ( J 

Adjustment to eliminate variances )~'- / -; 
(3) In determining rates under clause (1) (b), the Board shall take into acco~1it . 1 Y 

balances in variance accounts established under section 25.33 of the Electri~fy 4 (:t; ~' 
1998 and, subject to section X of that Act, make adjustments with a ~~ew o clirniilating 
those balances within 12 months or such shorter time periods as tp.t'M:iniiter Jfay direct. 
[Note: Please let me know what section the highlighted portion is supposed to refer to ... 
is it the provision that says the IESO has the 30 year period to pay off the amount in the 
variance account for the hydro financing initiative? I wonder if this is confusing and 
whether the amendment to subs. (3) above works .. . it almost seems unnecessary to say 
that the Board has to "take into account" this balance, given that we are setting up a 
bunch of very specific rules about what has to be done by various entities in order to 
eliminate this amount. What would the Board be expected to do with information about 
thie vruianoo acoount? Fo<eonsiderntion.].!~ :ci ' 

I/Y 
Timing ·'<. 11 

xx. This Act would come in torr'· ·e if a roved on citlH.'r a date s ecificd in the 
l.ated b 'the Government. 

./ 

·········· · xx. ThisActw(} . lco~n~4ntofoFceQn linsert commeneement-rulel 
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STATUTORY AMENDMENTS 

The following is preliminary and is based on our current understanding of the proposed 
structure and objectives. For example, we have assumed that the structure will not entail the 
insertion of a new Holdco between OPG and the Province. As these aspects are refined, some of 
the suggested amendments described below may not be needed and other aspects that we are not 
aware of may need to be considered. Accordingly, these suggested amendments are provided for 
discussion purposes and are subject to change. We would welcome the opportunity to work with 
OPG and the Ministry on refining the scope and substance of required legislative and regulatory 
amendments. 

A. Amendments to Implement Structure 

Certain Electricity Act, 1998 amendments would be needed to implement the anticipated 
structure (which we understand, as noted above, would not include a Holdco), as follows: 

Section 53.1(1): Amend to permit owning and operating generation facilities through 
subsidiaries (not only directly through OPG). In addition, amend to permit OPG to 
administer, manage, loan moneys to and have a beneficial interest in, if applicable, 
Financing Trust. 

Section 53.2: Amend to permit the Minister to acquire, hold, dispose of or otherwise 
deal with securities or debt obligations of, or any other interest in, OPG or any 
subsidiaries. This is to accommodate possible variations to the financing structure 
that may be desirable over time. 

Section 53.• (new): New statutory section to permit the Minister to enter into 
arrangements relating to an exercise of powers under 53.2. 

Section 53.• (new): New statutory section providing that creditors of Financing 
Trust have no recourse to the assets of OPG or any of its subsidiaries (other than 
Financing Trust, if applicable). In addition, consideration should be given as to 
whether the Act should be amended so that the Financing Trust cannot be wound up 
or liquidated. 

B. Miscellaneous Corporate Items to Address 

OPG Articles: Amend the OPG's articles to remove the private company 
restrictions. 

MOA with Province: Consider whether any amendments to OPG's MOA with the 
Province are required to contemplate the Financing Trust. 

C. Amendments Under Electricity Act to Implement GA Smoothing 

23010854.3 



-2-
PRIVILEGED & CONFIDENTIAL 

Based on our understanding that the global adjustment smoothing mechanism is in.tended to 
benefit residential and small business customers only and that the Minister will be responsible 
for determining how much global adjustment smoothing is to be applied in a given month, if any, 
amendments to the Electricity Act, 1998 and Ontario Regulation 429/04 (Adjustments Under 
Section 25.33 of the Act) would be needed to implement the mechanism, as follows: 

(i) Electricity Act: 

230 10854.3 

Section • (New): Establish a new power for the Minister to make directives to the 
IESO in relation to the global adjustment smoothing mechanism and, particularly, for 
purposes of establishing global adjustment smoothing amounts from time to time 
(expected to be monthly). To the extent possible, the directive power should be 
drafted so as to limit the ability for a future Minister to require the IESO to do 
anything that would materially and adversely affect the Financing Trust or its lenders. 
[NTD: While our understanding is that the Minister would direct this, we note 
from other materials we have seen that OPG may instead be recommending a 
formula approach. It is not clear what the formula would look like, where it 
would be set out or how it would be applied and by whom] 

Paragraph 25.33(1): This section says that IESO shall make adjustments in 
accordance with the regulations to ensure that, over time, payments by prescribed 
classes of market participants reflect amounts paid to OPG, OEFC and distributors, 
as well as amounts paid to entities with whom IESO has a procurement contract. Add 
new subsection (c) so as to require IESO to ensure that, over time, payments by 
prescribed classes of market participants also reflect amounts paid to Financing 
Trust. [NTD: Not certain this is needed if only to benefit residential and small 
business consumers, who are not market participants. May be needed in 
reference to payments from distributors and retailers] 

Paragraph 25.33(2): This section says that distributors and retailers shall make 
adjustments in accordance with the regulations to ensure that, over time, payments 
by prescribed classes of consumers reflect amounts paid to OPG, OEFC and 
distributors, as well as amounts paid to entities with whom IESO has a procurement 
contract. Add new subsection (c) so as to require distributors and retailers to ensure 
that, over time, payments by prescribed classes of consumers also reflect amounts 
paid to Financing Trust. 

Note: As described below, the regulation will need to include new requirements for 
the IESO to record the global adjustment smoothing amounts in one or more variance 
accounts and to use those amounts to offset amounts otherwise recorded in the 
variance accounts under Section 25.33(3) of the Act. For context, we note: 

o Section 25.33(3) says that adjustments under (1) or (2) relating to electricity 
consumed by consumers whose rates are determined by the OEB under s. 
79.16 of the OEB Act (i.e. RPP Customers) shall instead be made in 
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accordance with the regulations to one or more variance accounts established 
and maintained by the IESO. 

o Section 25.33(4) says IESO, distributors and retailers shall make and receive 
such payments, set-offs and credits as may be required or permitted by the 
regulations with respect to consumers described in (3), i.e. RPP Customers. 

o Section 25.33(5) says that IESO shall establish and maintain such variance 
accounts as may be needed to record all amounts payable or receivable by it 
under 25 .33. 

(ii) 0. Reg. 429/04 (Adjustments Under Section 25.33 of the Act): 

230[0854.3 

Section 1(1): Consider adding definitions for "Financing Trust" and "global 
adjustment smoothing amount" or such other terms as may be preferred. 

Section 1.2(1) (New): Add section providing that, for the purposes of this 
Regulation, the global adjustment smoothing amount for a month is the amount 
determined by the IESO in accordance with a directive from the Minister under 
section • of the Electricity Act in respect of the month. [NTD: See above note re 
use of Minister directives] 

Section 1.2(2) (New): Consider adding a section providing that the IESO shall 
publish the global adjustment smoothing amount for a month by no later than the 
lOth business day of the following month [to align with general publication 
requirements for global adjustment under s. 1.1(2)]. 

Section 10(1): Amend formula for calculating Class B GA rate by subtracting the 
global adjustment smoothing amount for a month from "M", which is the total 
amount of the global adjustment for the month. The global adjustment smoothing 
amount could be designated as "X", such that the formula would be (M-X-N)/(P-Q). 
Define "X" as the global adjustment smoothing amount for the month as determined 
by the IESO in accordance with the Minister's directive under section • of the 
Electricity Act for the month. [NTD: See above note reuse of Minister directives] 

Section 10.1 (New): Add new section to deal with adjustments under subsection 
25.33(3) of the Act, i.e. in respect of RPP consumers. This section should require the 
IESO to establish, within the variance account(s) it maintains pursuant to subsection 
25.33(3) of the Act, one or more subaccounts in which it shall record the global 
adjustment smoothing amounts applicable to the classes of consumers described in 
subsection 25.33(3) of the Act. This section must also specify that the IESO shall 
apply the amounts recorded in the subaccounts against the balances in the variance 
accounts for purposes of section 79.16(3) of the OEB Act. 

o Note: This is a key aspect because, when the OEB determines RPP rates, it 
must take into account the balances in the variance accounts established by the 
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IESO under s. 25.33 of the Electricity Act and make adjustments with a view 
to eliminating the balances within 12 months. This proposed new section 10.1 
causes the IESO to reduce (in the near term) the variance account balances by 
the global adjustment smoothing amounts, as provided by Financing Trust, 
thereby enabling the OEB to determine RPP rates that, despite being lower for 
RPP consumers in the near term, still eliminate the relevant variance account 
balances within 12 months. 

Paragraph 11(2)2.ii: Amend the formula for calculating the allocation of global 
adjustment for a month to a licensed distributor that is a market participant by 
subtracting the global adjustment smoothing amount for a month from "M", which 
has the same meaning as under section 10(1). The global adjustment smoothing 
amount could be designated as "X", such that the formula would be [(M-X-N) x 
(R+S-T)]/(P-Q). Define "X" as suggested under section 10(1). 

Paragraph 11(2)3: Amend the formula for calculating the allocation of global 
adjustment for a month to each Class B market participant by subtracting the global 
adjustment smoothing amount for a month from "M", which has the same meaning 
as under section 10(1). The global adjustment smoothing amount could be 
designated as "X", such that the formula would be [(M-X-N) x U]/(P-Q). Define 
"X" as suggested under section 10(1). 

Paragraph 16(7)4: Consider amending the description of "Global Adjustment" that 
is required to be included on certain invoices so as to inform consumers that their 
portion of the global adjustment for the month (i) may have been reduced by the 
application of a global adjustment smoothing amount from the Financing Trust, or 
(ii) may include amounts payable to the Financing Trust in respect of global 
adjustment smoothing amounts previously applied. 

Section 20(1): This section establishes an obligation for the Ontario Electricity 
Financial Corporation and every licensed distributor that is a market participant to 
give the IESO such information as the IESO may require for the purposes of the 
Regulation in the form specified by the IESO and before the expiry of the period 
specified by the IESO. Consider amending to extend this obligation to the Financing 
Trust. 

Section 20(6): This section provides that on request by the OEB, the IESO, a 
licensed distributor, an embedded generator, a retailer or the OEFC shall give the 
OEB such information relating to this Regulation as the OEB may require, in the 
form and within the period specified by the OEB. Consider amending to extend this 
obligation to the Financing Trust. 

D. Amendments Under OEB Act to Implement Cost Recovery for Financing Trust 

Amendments to the· Ontario Energy Board Act, including amendments to 0. Reg. 95/05 (Classes 
of Consumers and Determination of Rates) and the introduction of a new regulation, would be 

23010854.3 
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needed to implement a cost recovery process for the Financing Trust in relation to the global 
adjustment smoothing mechanism, potentially with limited OEB oversight, as follows: 

(i) Ontario Energy Board Act: 

23010854.3 

Section 78(3.3): This provision establishes an obligation for the OEB, when 
determining rates for the retailing of electricity, to take into account balances in 
variance accounts established under section 25 .33 of the Electricity Act and to make 
adjustments "with a view to eliminating those balances within 12 months or such 
shorter time periods as the Minister may direct." Consider whether any amendments 
are needed, and confirm this works with the framework being proposed. 

Section 78.7 (New): We understand that the Province may want the OEB to have an 
oversight role. One possible approach would be to establish a new statutory section 
establishing that the IESO shall make payments to the Financing Trust with respect to 
the internal administrative costs incurred by the Financing Trust in connection with 
the purchase and management of the Regulatory Asset and the Financing Trust. Such 
payments by the IESO would need to be made in accordance with the order of the 
OEB then in effect, which orders shall be made by the OEB in accordance with rules 
prescribed under a new regulation. 

o The new regulation would need to be clear that the OEB does not have 
jurisdiction to consider the principal amount or any interest, financing costs, 
third party fees or expenses. Rather, OEB 's role would be limited to 
considering the internal administrative costs of the Financing Trust and 
ensuring the Financing Trust receives an appropriate fee for its services, all of 
which would be recovered by the Financing Trust from the IESO, which 
would collect those amounts in the global adjustment. Note that, if this 
approach is accepted, the IESO and distributors and retailers would need the 
authority to collect such amounts as part of the GA and IESO would need the 
authority to pay such amounts to the Financing Trust. As such, additional 
amendments would be needed under 0. Reg. 429/04. 

Note: Section 79.16 of the OEB Act does not require changes, but the significance of 
this provision should be understood. 

o Section 79.16 gives the OEB responsibility for determining electricity 
commodity prices for eligible consumers. Eligibility is determined under Reg. 
95/05 (Classes of Consumers and Determination of Rates), which is also 
known as the Regulated Price Plan (RPP) Regulation. 

o Section 4(2) of the RPP Regulation defines RPP-eligible consumers as low 
volume consumers (i.e. those who annually use less than 150,000 kWh or 
such other amount as prescribed), consumers with demand of 50 kW or less, 
residential consumers that have accounts with distributors, consumers who 
annually use 150,000 to 250,000 kW of electricity, and consumers who have 
accounts with distributors if in the farming business. 
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o Paragraph 6( 1 )3 of the RPP Regulation provides that "In determining the rates 
(for RPP-eligible consumers), the Board shall forecast the cost of electricity to 
be consumed by the consumers to whom the rates apply, taking into 
consideration adjustments required under section 25.33 of the Electricity Act, 
1998 and shall ensure that the rates reflect those costs." 

o The Ontario Energy Board has developed a Regulated Price Plan Manual 
(revised February 16, 2016) to describe the processes and methodologies it 
uses for determining electricity commodity prices that are charged to RPP 
consumers pursuant to Section 79.16 of the OEB Act and paragraph 6(1)3 of 
the RPP Regulation. 

(ii) 0. Reg. 95/05 (Classes of Consumers and Determination of Rates) 

Paragraph 6(1)3: Amend so as to require the Board, when forecasting the cost of 
electricity to be consumed by the consumers to whom the rates apply, to take into 
consideration not only the adjustments required under section 25.33 of the Electricity 
Act but also the application or prior application of global adjustment smoothing 
amounts determined by the IESO in accordance with Minister directives under 
section • of the Electricity Act, and to ensure that the RPP rates reflect those 
amounts. [NTD: See above note reuse of Minister directives] 

(iii) New Regulation (Payments to the Financing Trust) 

23010854.3 

If the OEB is to be given the role of reviewing and approving the recovery of OPG' s 
internal administrative costs for the Financing Trust under the potential section 78.7 
(see above), then this regulation should describe the process and criteria pursuant 
through which the OEB would determine the amounts that the IESO would be 
required to collect through the global adjustment, in accordance with section 25.33 of 
the Electricity Act, and pay to the Financing Trust in respect of the provision of 
global adjustment smoothing amounts. This part of the regulation should establish: 

o any reporting requirements from the Financing Trust and/or the IESO to the 
OEB in connection with the global adjustment smoothing mechanism; 

o the frequency of the OEB making determinations under this part of the 
regulation; 

o the process through which the OEB shall make these determinations, which 
should be a streamlined administrative process rather than a public hearing 
process or, if a hearing is needed, then the scope of the proceeding should be 
clearly and narrowly constrained so as to deter intervenor involvement, 
lengthy proceedings and reduce/eliminate risk to recovery by Financing Trust; 

o the basis for the OEB 's determinations as to the payments that shall be made 
to the Financing Trust, which should specify that: 

• the Financing Trust shall recover its prudently incurred internal 
administrative costs on a forecast basis each year; 

• the Financing Trust shall receive an appropriate fee each year (with 
some guidance as to what would be appropriate); and 
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• the approved payment amounts shall be collected by the IESO through 
the global adjustment and paid to the Financing Trust in accordance 
with the order of the OEB then in effect. Note that 0. Reg. 429/04 
would likely need amendments to permit IESO (and distributors and 
retailers) to collect these amounts through the global adjustment. 
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Ontario Power Generation 

Terms necessary for OPG to consolidate the Global Adjustment Trust 

Issue No. Requirements 
Directive 1 The Trust must be undertaken by OPG as a business initiative on its merits. 

A Shareholder Directive is to be limited to direct OPG to investigate the 
option of establishing a Trust vehicle to administer, finance and operate the 
Global Adjustment plan and the operation of that Trust and the control, risk 
and rewards of that Trust will determine its consolidation into OPG as a 
business enterprise 

Trust 2 The Trust should not operate in a predetermined way such that OPG does 
not have decision-making authority over the Trust's ongoing activities after 
its formation (i.e . should not operate on 'autopilot'). 

3 OPG must, have the ability to appoint and remove the Trustee (or Board of 
Trustees), with no veto right by the Province. 

4 No party shall have the ability to remove OPG from its ro le and authority in 
the Trust. 

5 The Province cannot have the right to be able to veto OPG's decisions about 
the relevant activities of the Trust. OPG must have the power over the 
relevant activities of the Trust and be compensated. The relevant activities 
of the Trust include (but are not limited to) the evaluation and decisions on 
financing alternatives, duration, and the strategy to minimize financing costs. 

6 OPG must have the power to determine or change operating and financing 
policies of the Trust, which will affect the variability of risks and returns. 

7 OPG must have the power to establish operating and capital budgets of the 
Trust. 

8 The Province or its agencies must not directly or indirectly fund (through 
debt or equity) more than 50% of the following: 

a. The Trust 
b. Any of OPG's investments in the Trust 
c. The most subordinated debt of the Trust 

9 OPG must own greater than 50% of the most subordinated debt and must 
be no less than 5% of the subordinated debt of the Trust. Such ownership 
must be financed entirely by OPG through operating cash flows or external 
debt, without assistance from Provincial sources. 

10 OPG must have the ability to earn variable returns by exercising its authority, 
which shall be accomplished as follows: 

a. The cash flow from the restructured asset shall include interest 
determined based on a relevant benchmark that is appropriate 
relative to the restructured asset, plus an appropriate margin 
consistent with the relevant market and other risks 



b. OPG shall have the authority to determine the financing 
strategy, which will vary the financing costs with the objective of 
enabling the Trust to achieve a more favourable return 
compared to the benchmark for interest on the restructured 
asset 

c. The Trust shall establish classes of liabilities (senior, 
subordinated and the most subordinated). The classes would 
allow the Trust to delineate financing of lower risk investment 
and investment that wou ld bear higher residual risk. The 
delineation would limit OPG's self-funded investment to a 
reasonable level in order to allow OPG to remain a self-
sustaining entity. 

d. OPG shall, through its ownership of the most subordinated 
liability, be able to capture and retain the pricing difference 
between cost of financing and benchmark for interest on the 
restructured asset, or any residual risk of restructured asset. 
The targeted return of the subordinated liability should be 
reflective of the underlying risks and compensate holders for 
active management that would be required. 

e. OPG should participate in the detailed design of the above and 
the Trust documentation to ensure that it has substantive power 
and variabil ity, which will allow OPG's Board of Directors to 
evaluate the opportunity as a business initiative instead of 
through a shareholder directive] . 

Defined Forced Majeure for emergency events (e.g. unlikely credit market 
event or disruption where it is not possible to borrow from the market at a 
reasonable rate) , OEFC may provide bridge financing beyond the 
designated percentage. 

Legislation 11 The Legislation must require interest, carrying and administrative costs to be 
paid to the Trust on a monthly basis, so that the Trust is able to recognize 
appropriate revenue to offset any ongoing costs. 

12 The Legislation must dictate the manner in which the restructured asset 
would be determined, collected, and the period of collection, so that the 
determination of the restructured asset will not be subject to the Province's 
decisions on an ongoing basis, but determined based on a formula. 
Alternatively, the Legislation may allow for an adjustment to the pre-
determined deferral formula based on specific parameters that would limit 
the adjustment to the restructured asset. Adjustments beyond the specific 
parameters would require approval by the Board of Trustee. 

13 The Legislation must be written to avoid legal or constitutional challenges 
and be seen as virtually unchangeable to reduce the cost of borrowing and 
with a specific formula which determines the deferral amount. Should a 
future government alter or repeal the legislation , the debt held in support of 
the deferred amounts would become payable by the Province directly, not by 
OPG or the Trust. 

14 The spirit of the above terms should be reflected in the Trust Indenture 
Agreement as well as Legislation, wherever possible. 
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GLOBAL ADJUSTMENT DEFERRAL 

POTENTIAL FRAMEWORK FOR THE "REGULATED ASSETS" 

EXECUTIVE SUMMARY 

• Each month where the IESO does not collect the full GA amount, the IESO shall 
establish a deferral account pursuant to the legislation and record in the account the 
amount that it has deferred and which will be collected in future (each such deferral 
account would be a "Regulatory Asset"). 

• The IESO would then sell the Regulatory Asset to the Financing Trust (the "Trust") in 
exchange for a payment equal to the GA amount not collected in respect of that month. 
Note that this right to sell the Regulatory Asset would need to be explicitly permitted by 
the legislation as this type of sale has not, to our knowledge, been authorized by the OEB 
previously. 

• The Trust would then be required to apply to the OEB for approval to clear and recover 
amounts from time to time from the Regulatory Asset (i.e., the deferral account). 

• A specific regulation would be promulgated setting out the basis upon which OEB would 
make its decision to approve the clearance and recovery of amounts from the Regulatory 
Asset (i.e., the deferral account). Specifically, the OEB's discretion would be limited to 
ensuring the accuracy of amounts recorded in the Regulatory Asset (i .e., the deferral 
account). 

• OEB would be granted broader discretion to consider prudence when approving costs of 
the Trust arising from OPG' s internal costs. 

DETAILED ANALYSIS OF REQUIRED CHANGES TO LEGISLATION AND 
REGULATION 

• If necessary, establish authority for the OEB to license the Trust and a requirement for 
the Trust to obtain such a license from the OEB in order to make the Trust an DEB­
regulated entity (s. 57 of the OEB Act) 

o Direct or otherwise require the OEB to issue a license to the Trust on an expedited 
basis, subject to limited conditions 

• Establish authority for the OEB to determine payment amounts for the Trust (strictly in 
accordance with the following bullet), together with a requirement for the IESO to make 
payments to the Trust in accordance with the order of the OEB then in effect (similar to 
the framework that applies in respect of OPG' s payment amounts for prescribed 
generation under s. 78.1 of the OEB Act) 

• Require the OEB to make orders determining payment amounts for the Trust in 
accordance with rules to be prescribed by regulations and create a new regulation that 
sets out limitations on the OEB 's discretion in establishing those payments (similar to 0. 
Reg. 53/05 in respect of OPG's payment amounts). Under the regulation: 

23054298. 1 
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o Require the IESO to establish the deferral accounts (i.e., the Regulatory Assets) to 
record the amount of uncollected GA 

o Require the Trust to record in the Regulatory Assets (i.e., the deferral accounts 
purchased from the IESO): (a) interest costs on amounts borrowed to acquire the 
Regulatory Assets, and (b) financing and third party transaction costs . 

o Require the Trust to establish another deferral account and record therein 
administrative costs of the Trust payable to OPG 

o Require the OEB, in making an order determining payment amounts for the Trust, 
to ensure that the Trust recovers the balances recorded in each of the deferral 
accounts as long as the OEB is satisfied that the amounts have been accurately 
recorded in the accounts (similar to rules under s. 6 of 0. Reg. 53/05 in respect of 
OPG's payment amounts). 

• 

• 

• 

Consider allowing the OEB to consider prudence only in respect of 
reviewing internal administrative costs of the Trust payable to OPG. 

Consider specifying the timing for recovery of the balances in each of the 
deferral accounts, i.e. once a balance is approved for recovery, over how 
long a period will the Trust recover that balance? 

Consider further prescribing the form, methodology, assumptions and/or 
calculations that the OEB shall be required to use in making orders 
determining payment amounts for the Trust, such as requiring the OEB to 
make these determinations by delegated authority and/or without a 
hearing, specifying the frequency with which such orders must be issued 
and specifying the information needed from the Trust to enable the OEB 
to make its determinations from time to time. 

• As noted above, the IESO would be required to make payments to the Trust in 
accordance with the order of the OEB then in effect. To do so, the IESO would need to 
be authorized to collect, through the Global Adjustment, the amounts it needs to make 
payments to the Trust in accordance with such orders of the OEB. This would require 
amendments to s. 25.33 of the Electricity Act and to 0. Reg. 429/04 to enable the IESO 
to collect the relevant amounts from distributors, retailers and directly from market 
participants that are connected directly to the IESO-controlled grid. 

• [NTD: Need to establish mechanism through which determinations are made (such 
as Minister directives or otherwise) as to whether and how much smoothing should 
be obtained by IESO from the Trust and applied to reduce the global adjustment in 
a particular period, as well as the timing for commencing recovery by the Trust of 
principal amounts.] 

23054298.1 
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• [NTD: Through a separate process associated with the existing Rate Protection 
Plan, the OEB would be expected to incorporate the impacts of the smoothing 
mechanism into rates for customers that are subject to RPP rates.] 

23054298. 1 
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OPG Confidential 
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GLOBAL ADJUSTMENT AMOUNTS TO BE FINANCEABLE 

The IESO currently has a right to collect GA monthly from ratepayers through provisions in the 

Electricity Act_ 1998. It is proposed that collection of a certain portion of the monthly GA be 

deferred for collection in the future, and that the right to recover the deferred GA from 

ratepayers be used as a basis for structured financing/securitization . 

The current proposal is for a trust to be created as a financing vehicle (the "Trust") in 

connection the deferred GA. The Trust will finance the deferral of the GA by purchasing the 

right to recover such deferred GA from the IESO for the principal amount of the GA being 

deferred. For example, if the amount of GA that is being deferred is $200 million in a given 

month, the Trust will purchase from the IESO the right to future recovery of the deferred GA 

and the associated financing costs (including interest and transaction costs) for $200 million in 

cash. 

The Trust is expected to finance these purchases from the IESO through a combination of senior 

secured financing raised in the capital markets and subordinated financing from OPG (the 

funding for which will mostly be from equity injections from the OEFC/Province). 

For accounting purposes, OPG will need to have the ability to direct the activities of the Trust, 

through a services agreement and/or through the Trust's constating document. 

Based on securitized financing raised by utilities in the US (backed by utility cost recovery 

orders) and the current regulatory framework in Ontario, the legislation in Ontario would need 

to be amended to provide the following, at a minimum : 

1. The IESO will be empowered to create an asset (the "Regulatory Asset") consisting 

of all right, title and interest in and to: 

23020589.3 

(a) right to recover from and bill Ontario electricity ratepayers for: 

(i) the principal amount of GA that is being deferred for collection; 

(ii) all interest and other financing costs incurred in respect of the deferral of the 

GA (whether through senior debt raised in the public markets or 

subordinated debt raised from OPG or others); and 
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(iii) (subject to the comments in paragraph 5 below in respect of OPG's internal 

administrative costs only) all fees, expenses and other administrative costs 

associated with such financing, including up-front and ongoing financing 

costs and any indemnity payments; 

all on such repayment/amortization schedule as agreed by the IESO and any 

purchaser of such right (or pursuant to a pre-defined schedule/formula in the 

legislation that covers all of the purchaser's principal, interest and ongoing financing 

costs on a monthly basis); and 

(b) all revenues, collections, claims, rights to payments, money or proceeds arising 

from the rights and interests set out in paragraph (a) above, regardless of 

whether such revenues, collections, claims, rights to payments, money or 

proceeds are imposed, billed, received, collected or maintained together with or 

commingled with other revenues, collections, rights to payments, payments, 

money or proceeds. 

2. The IESO may dispose of the Regulatory Assets created from time to t ime on such 

terms as the IESO determines in accordance with the terms of directives to be issued 

to the IESO f rom time to time by the Minister [Torys NTD: While our understanding 

is that the Minister would direct this, we note from other materials we have seen 

that OPG may instead be recommending· a formula approach. It is not clear what 

the formula would look like, where it would be set out or how it would be applied 

and by whom], provided that any such disposition shall be a true sale and absolute . 

transfer of the IESO's right, title and interest in and to a Regulatory Asset to the 

purchaser of the Regulatory Asset. [Torys NTD: part of being able to convey a 

property interest in a chose in action (which the regulatory asset would represent 

since the aspect that makes it a "regulatory asset" is the ability to recover the 

amount recorded in the account) is the ability to convey all legal and equitable 

interests - this would include the right to collect. But if the right to record and 

recover is created by legislation, can the IESO fully assign a legislative right? This 

issue may be resolved by having the IESO collect the Regulatory Assets on behalf 

of the purchaser thereof (perhaps as an agentfor the purchaser)] 

3. The Regulatory Assets will not be subject to any set-off, counterclaim or other 

defence by the IESO or any successor or affiliated entity thereof. 

23020589.3 
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4. The legislation will need to recognize the Regulatory Assets as amounts that may be 

recovered by the IESO (e.g. it could be designated as a "GA Deferral" and would be 

included in the amounts collectible by the IESO through the GA collection 

mechanism, and would include interest and financing costs) . 

5. The purchaser of the Regulatory Asset will have the right to require the IESO (or any 

successor) to collect the principal amount of GA deferred, together with interest, 

financing and administration costs, on the agreed repayment/amortization schedule. 

[NTD: In the LIPA securitization rate order, if the entity that is authorized to collect 

rates to service the bonds ends up defaulting, there is the ability to request a court 

to order "sequestration" and payments of amounts owing to the owner of the 

Regulatory Asset. Consider whether to include a similar right here. Alternatively, 

consider whether a security interest over the moneys collected by the IESO could 

be provided to the purchaser.] 

OEB would be provided with oversight over the internal administrative costs 

collected by the Financing Trust. This could be accomplished by (a) providing the 

purchaser of the Regulatory Asset with the right to require the IESO or a successor 

to collect only the principal amount of GA together with interest and financing costs 

and third party fees and expenses, and (b) requiring the IESO to collect amounts 

through the global adjustment and make payments to the purchaser of the 

Regulatory Asset with respect to the internal administrative costs incurred by the 

purchaser in connection with the purchase and management of the Regu latory Asset 

and the Financing Trust, in accordance with the order of the OEB then in effect. 

Under this mechanism, the OEB would be required to review the purchaser's 

internal administrative costs through a streamlined process and issue such orders in 

accordance with rules to be prescribed under a new regulation under the OEB Act, 

which would clearly limit the OEB's scope of review and could establish the basis for 

the purchaser to receive an appropriate fee for its services. 

6. In the event that any action is taken or permitted by the Province or any regulatory 

authority that limits, alters, or impairs [Torys NTD: the legislation would have to 

limit the authority of independent quasi-judicial tribunals like the OEB for this to 

be effective, also deal with any statutory provisions relating to liability against the 

Crown] the value of a Regulatory Asset or reduces the ability of the IESO or the 

purchaser of the Regulatory Asset to collect or recover the costs associated 

therewith, the owner of the Regulatory Asset and the holders of any bonds or other 
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securities issued to finance the purchase of the Regulatory Asset, will have a right of 

action against the Province for any damages suffered as a result of such 

· amendment. 

[NTD: Additional details, if necessary, could be built into regulations under the statute.] 

[NTD: Any external review, e.g. by the OEB, should be limited to the amount of GA deferred 

and the time period for recovery. The financing program itself should not be subject to OEB 

or other regulatory review, as this would add significant risk to bondholders, challenging the 

financeability of the st ructure.] [Torys NTD: Our understanding is that these aspects were t o 

be for the Minister to determine, and that OEB review would best be limited to considering 

t he internal administrative cost s of the Trust in managing Regulatory Assets] 
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GLOBAL ADJUSTMENT AMOUNTS TO BE FINANCEABLE 

The IESO currently has a right to collect GA monthly from ratepayers through provisions in the 

Electricity Act 1998. It is proposed that collection of a certain portion of the monthly GA be 

deferred for collection in the future, and that the right to recover the deferred GA from 

ratepayers be used as a basis for structured financing/securitization. 

The current proposal is for a trust to be created as a financing vehicle (the "Trust") in 

connection the deferred GA. The Trust will finance the deferral of the GA by purchasing the 

right to recover such deferred GA from the IESO for the principal amount of the GA being 

deferred. For example, if the amount of GA that is being deferred is $200 million in a given 

month, the Trust will purchase from the IESO the right to future recovery of the deferred GA 

and the associated financing costs (including interest and transaction costs) for $200 million in 

cash . 

The Trust is expected to finance these purchases from the IESO through a combination of senior 

secured financing raised in the capital markets and subordinated financing from OPG (the 

funding for which will mostly be from equity injections from the OEFC/Province). 

For accounting purposes, OPG will need to have the ability to direct the activities of the Trust, 

through a services agreement and/or through the Trust's constating document. 

Based on securitized financing raised by utilities in the US (backed by utility cost recovery 

orders) and the current regulatory framework in Ontario, the legislation in Ontario would need 

to be amended to provide the following, at a minimum: 

1. The IESO will be empowered to create an asset (the "Regulatory Asset") consisting 

of all right, title and interest in and to: 
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(a) right to recover from and bill Ontario electricity ratepayers for: 

(i) the principal amount of GA that is being deferred for collection; 

(ii) all interest and other financing costs incurred in respect of the deferral of the 

GA (whether through senior debt raised in the public markets or 

subordinated debt raised from OPG or others); and 



OPG Confidential 
For Discussion Purposes Only 

DRAFT: February 17, 2017 

(iii) (subject to the comments in paragraph 5 below in respect of OPG's internal 

administrative costs only) all fees, expenses and other administ rative costs 

associated with such financing, including up-front and ongoing financing 

costs and any indemnity payments; 

all on such repayment/amortization schedule as agreed by the IESO and any 

purchaser of such right (or pursuant to a pre-defined schedule/formula in the 

legislation that covers all of the purchaser's principal, interest and ongoing financing 

costs on a monthly basis); and 

(b) all revenues, collections, claims, rights to payments, money or proceeds arising 

from the rights and interests set out in paragraph (a) above, regardless of 

whether such revenues, collections, claims, rights to payments, money or 

proceeds are imposed, billed, received, collected or maintained together with or 

commingled with other revenues, collections, rights to payments, payments, 

money or proceeds. 

2. The IESO may dispose of the Regulatory Assets created from time to time on such 

terms as the IESO determines in accordance with the terms of directives to be issued 

to the IESO from time to time by the Minister [Torys NTD: While our understanding 

is that the Minister would direct this, we note from other materials we have seen 

that OPG may instead be recommending a formula approach. It is not clear what 

the formula would look like, where it would be set out or how it would be applied 

and by whomt provided that any such disposition shall be a true sale and absolute 

transfer of t he IESO's right, title and interest in and to a Regulatory Asset to the 

purchaser of the Regulatory Asset. [Torys NTD: part of being able to convey a 

property interest in a chose in action (which the regulatory asset would represent 

since the aspect that makes it a "regulatory asset" is the ability to recover the 

amount recorded in the account) is the ability to convey all legal and equitable 

interests - this would include the right to collect. But if the right to record and 

recover is created by legislation, can the IESO fully assign a legislative right? This 

issue may be resolved by having the IESO collect the Regulatory Assets on behal_f 

of the purchaser thereof (perhaps as an agent for the purchaser)] 

3. The Regulatory Assets will not be subject to any set-off, counterclaim or other 

defence by the IESO or any successor or affiliated entity thereof. 
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4. The legislation will need to recognize the Regulatory Assets as amounts that may be 

recovered by the IESO (e.g. it could be d~signated as a "GA Deferral" and would be 

included in the amounts collectible by the IESO through the GA collection 

mechanism, and would include interest and financing costs). 

5. The purchaser of the Regulatory Asset will have the right to require the IESO (or any 

successor) to collect the principal amount of GA deferred, together with interest, 

financing and administration costs, on the agreed repayment/amortization schedule. 

[NTD: In the LIPA securitization rate order, if the entity that is authorized to collect 

rates to service the bonds ends up defaulting, there is the ability to request a court 

to order "sequestration" and payments of amounts owing to the owner of the 

Regulatory Asset. Consider whether to include a similar right here. Alternatively, 

consider whether a security interest over the moneys collected by the IESO could 

be provided to the purchaser.] 

OEB would be provided with oversight over the internal administrative costs 

collected by the Financing Trust . This could be accomplished by (a) providing the 

purchaser of the Regulatory Asset with the right to require the IESO or a successor 

to collect only the principal amount of GA together with interest and financing costs 

and third party fees and expenses, and (b) requiring the IESO to collect amounts 

through the global adjustment and make payments to the purchaser of the 

Regulatory Asset with respect to the internal administrative costs incurred by the 

purchaser in connection with the purchase and management of the Regulatory Asset 

and the Financing Trust, in accordance with the order of the OEB then in effect. 

Under this mechanism, the OEB would be required to review the purchaser's 

internal administrative costs through a streamlined process and issue such orders in 

accordance with rules to be prescribed under a new regulation under the OEB Act, 

which would clearly limit the OEB's scope of review and could establish the basis for 

the purchaser to receive an appropriate fee for its services. 

6. In the event that any action is taken or permitted by the Province or any regulatory 

authority that limits, alters, or impairs [Torys NTD: the legislation would have to 

limit the authority of independent quasi-judicial tribunals like the OEB for this to 

be effective, also deal with any statutory provisions relating to liability against the 

Crown] the value of a Regulatory Asset or reduces the ability of the IESO or the 

purchaser of the Regulatory Asset to collect or recover the costs associated 

therewith, the owner of the Regulatory Asset and the holders of any bonds or other 
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securities issued to finance the purchase of the Regulatory Asset, will have a right of 

action against the Province for any damages suffered as a result of such 

amendment. 

[NTD: Additional details, if necessary, could be built into regulations under the statute.] 

[NTD: Any external review, e.g. by the OEB, should be limited to the amount of GA deferred 

and the time period for recovery. The financing program itself should not be subject to OEB 

or other regulatory review, as this would add significant risk to bondholders, challenging the 

financeability of the structure.] [Torys NTD: Our understanding is that these aspects were to 

be for the Minister to determine, and that OEB review would best be limited to considering 

the internal administrative costs of the Trust in managing Regulatory Assets] 
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STATUTORY AMENDMENTS 

The following is preliminary and is based on our current understanding of the proposed 
structure and objectives. For example, we have assumed that the structure will not entail the 
insertion of a new Holdco between OPG and the Province. As these aspects are refined, some of 
the suggested amendments described below may not be needed and other aspects that we are not 
aware of may need to be considered. Accordingly, these suggested amendments are provided for 
discussion purposes and are subject to change. We would welcome the opportunity to work with 
OPG and the Ministry on refining the scope and substance of required legislative and regulatory 
amendments. 

A. Amendments to Implement Structure 

Certain Electricity Act, 1998 amendments would be needed to implement the anticipated 
structure (which we understand, as noted above, would not include a Holdco), as follows: 

Section 53.1(1): Amend to permit owning and operating generation facilities through 
subsidiaries (not only directly through OPG). In addition, amend to permit OPG to 
administer, manage, loan moneys to and have a beneficial interest in, if applicable, 
Financing Trust. 

Section 53.2: Amend to permit the Minister to acquire, hold, dispose of or otherwise 
deal with securities or debt obligations of, or any other interest in, OPG or any 
subsidiaries. This is to accommodate possible variations to the financing structure 
that may be desirable over time. 

Section 53.• (new): New statutory section to permit the Minister to enter into 
arrangements relating to an exercise of powers under 53.2. 

Section 53.• (new): New statutory section providing that creditors of Financing 
Trust have no recourse to the assets of OPG or any of its subsidiaries (other than 
Financing Trust, if applicable). In addition, consideration should be given as to 
whether the Act should be amended so that the Financing Trust cannot be wound up 
or liquidated. 

B. Miscellaneous Corporate Items to Address 

OPG Articles: Amend the OPG's articles to remove the private company 
restrictions. 

MOA with Province: Consider whether any amendments to OPG's MOA with the 
Province are required to contemplate the Financing Trust. 

C. Amendments Under Electricity Act to Implement GA Smoothing 

23010854.3 
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Based on our understanding that the global adjustment smoothing mechanism is intended to 
benefit residential and small business customers only and that the Minister will be responsible 
for determining how much global adjustment smoothing is to be applied in a given month, if any, 
amendments to the Electricity Act, 1998 and Ontario Regulation 429/04 (Adjustments Under 
Section 25.33 of the Act) would be needed to implement the mechanism, as follows: 

(i) Electricity Act: 

23010854.3 

Section • (New): Establish a new power for the Minister to make directives to the 
IESO in relation to the global adjustment smoothing mechanism and, particularly, for 
purposes of establishing global adjustment smoothing amounts from time to time 
(expected to be monthly). To the extent possible, the directive power should be 
drafted so as to limit the ability for a future Minister to require the IESO to do 
anything that would materially and adversely affect the Financing Trust or its lenders. 
[NTD: While our understanding is that the Minister would direct this, we note 
from other materials we have seen that OPG may instead be recommending a 
formula approach. It is not clear what the formula would look like, where it 
would be set out or how it would be applied and by whom] 

Paragraph 25.33(1): This section says that IESO shall make adjustments in 
accordance with the regulations to ensure that, over time, payments by prescribed 
classes of market participants reflect amounts paid to OPG, OEFC and distributors, 
as well as amounts paid to entities with whom IESO has a procurement contract. Add 
new subsection (c) so as to require IESO to ensure that, over time, payments by 
prescribed classes of market participants also teflect amounts paid to Financing 
Trust. [NTD: Not certain this is needed if only to benefit residential and small 
business consumers, who are not market participants. May be needed in 
reference to payments from distributors and retailers] 

Paragraph 25.33(2): This section says that distributors and retailers shall make 
adjustments in accordance with the regulations to ensure that, over time, payments 
by prescribed classes of consumers reflect amounts paid to OPG, OEFC and 
distributors, as well as amounts paid to entities with whom IESO has a procurement 
contract. Add new subsection (c) so as to require distributors and retailers to ensure 
that, over time, payments by prescribed classes of consumers also reflect amounts 
paid to Financing Trust. 

Note: As described below, the regulation will need to include new requirements for 
the IESO to record the global adjustment smoothing amounts in one or more variance 
accounts and to use those amounts to offset amounts otherwise recorded in the 
variance accounts under Section 25.33(3) of the Act. For context, we note: 

o Section 25.33(3) says that adjustments under (1) or (2) relating to electricity 
consumed by consumers whose rates are determined by the OEB under s. 
79.16 of the OEB Act (i.e. RPP Customers) shall instead be made in 
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accordance with the regulations to one or more variance accounts established 
and maintained by the IESO. 

o Section 25.33(4) says IESO, distributors and retailers shall make and receive 
such payments, set-offs and credits as may be required or permitted by the 
regulations with respect to consumers described in (3), i.e. RPP Customers. 

o Section 25.33(5) says that IESO shall establish and maintain such variance 
accounts as may be needed to record all amounts payable or receivable by it 
under 25.33. 

(ii) 0. Reg. 429/04 (Adjustments Under Section 25.33 of the Act): 
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Section 1(1): Consider adding definitions for "Financing Trust" and "global 
adjustment smoothing amount" or such other terms as may be preferred. 

Section 1.2(1) (New): Add section providing that, for the purposes of this 
Regulation, the global adjustment smoothing amount for a month is the amount 
determined by the IESO in accordance with a directive from the Minister under 
section • of the Electricity Act in respect of the month. [NTD: See above note re 
use of Minister directives] 

Section 1.2(2) (New): Consider adding a section providing that the IESO shall 
publish the global adjustment smoothing amount for a month b'y no later than the 
lOth business day of the following month [to align with general publication 
requirements for global adjustment under s. 1.1(2)]. 

Section 10(1): Amend formula for calculating Class B GA rate by subtracting the 
global adjustment smoothing amount for a month from "M", which is the total 
amount of the global adjustment for the month. The global adjustment smoothing 
amount could be designated as "X", such that the formula would be (M-X-N)/(P-Q). 
Define "X" as the global adjustment smoothing amount for the month as determined 
by the IESO in accordance with the Minister's directive under section • of the 
Electricity Act for the month. [NTD: See above note reuse of Minister directives] 

Section 10.1 (New): Add new section to deal with adjustments under subsection 
25.33(3) of the Act, i.e. in respect of RPP consumers. This section should require the 
IESO to establish, within the variance account(s) it maintains pursuant to subsection 
25.33(3) of the Act, one or more subaccounts in which it shall record the global 
adjustment smoothing amounts applicable to the classes of consumers described in 
subsection 25.33(3) of the Act. This section must also specify that the IESO shall 
apply the amounts recorded in the subaccounts against the balances in the variance 
accounts for purposes of section 79.16(3) of the OEB Act. 

o Note: This is a key aspect because, when the OEB determines RPP rates, it 
must take into account the balances in the variance accounts established by the 
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IESO under s. 25.33 of the Electricity Act and make adjustments with a view 
to eliminating the balances within 12 months. This proposed new section 10.1 
causes the IESO to reduce (in the near term) the variance account balances by 
the global adjustment smoothing amounts, as provided by Financing Trust, 
thereby enabling the OEB to determine RPP rates that, despite being lower for 
RPP consumers in the near term, still eliminate the relevant variance account 
balances within 12 months. 

Paragraph 11(2)2.ii: Amend the formula for calculating the allocation of global 
adjustment for a month to a licensed distributor that is a market participant by 
subtracting the global adjustment smoothing amount for a month from "M", which 
has the same meaning as under section 10(1). The global adjustment smoothing 
amount could be designated as "X", such that the formula would be [(M-X-N) x 
(R+S-T)]/(P-Q). Define "X" as suggested under section 10(1). 

Paragraph 11(2)3: Amend the formula for calculating the allocation of global 
adjustment for a month to each Class B market participant by subtracting the global 
adjustment smoothing amount for a month from "M", which has the same meaning 
as under section 10(1). The global adjustment smoothing amount could be 
designated as "X", such that the formula would be [(M-X-N) x U]/(P-Q). Define 
"X" as suggested under section 10(1). 

Paragraph 16(7)4: Consider amending the description of "Global Adjustment" that 
is required to be included on certain invoices so as to inform consumers that their 
portion of the global adjustment for the month (i) may have been reduced by the 
application of a global adjustment smoothing amount from the Financing Trust, or 
(ii) may include amounts payable to the Financing Trust in respect of global 
adjustment smoothing amounts previously applied. 

Section 20(1): This section establishes an obligation for the Ontario Electricity 
Financial Corporation and every licensed distributor that is a market participant to 
give the IESO such information as the IESO may require for the purposes of the 
Regulation in the form specified by the IESO and before the expiry of the period 
specified by the IESO. Consider amending to extend this obligation to the Financing 
Trust. 

Section 20(6): This section provides that on request by the OEB, the IESO, a 
licensed distributor, an embedded generator, a retailer or the OEFC shall give the 
OEB such information relating to this Regulation as the OEB may require, in the 
form and within the period specified by the OEB. Consider amending to extend this 
obligation to the Financing Trust. 

D. Amendments Under OEB Act to Implement Cost Recovery for Financing Trust 

Amendments to the Ontario Energy Board Act, including amendments to 0. Reg. 95/05 (Classes 
of Consumers and Determination of Rates) and the introduction of a new regulation, would be 

23010854.3 
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needed to implement a cost recovery process for the Financing Trust in relation to the global 
adjustment smoothing mechanism, potentially with limited OEB oversight, as follows: 

(i) Ontario Energy Board Act: 

23010854.3 

Section 78(3.3): This provision establishes an obligation for the OEB, when 
determining rates for the retailing of electricity, to take into account balances in 
variance accounts established under section 25.33 of the Electricity Act and to make 
adjustments "with a view to eliminating those balances within 12 months or such 
shorter time periods as the Minister may direct." Consider whether any amendments 
are needed, and confirm this works with the framework being proposed. 

Section 78.7 (New): We understand that the Province may want the OEB to have an 
oversight role. One possible approach would be to establish a new statutory section 
establishing that the JESO shall make payments to the Financing Trust with respect to 
the internal administrative costs incurred by the Financing Trust in connection with 
the purchase and management of the Regulatory Asset and the Financing Trust. Such 
payments by the JESO would need to be made in accordance with the order of the 
OEB then in effect, which orders shall be made by the OEB in accordance with rules 
prescribed under a new regulation. 

o The new regulation would need to be clear that the OEB does not have 
jurisdiction to consider the principal amount or any interest, financing costs, 
third party fees or expenses. Rather, OEB's role would be limited to 
considering the internal administrative costs of the Financing Trust and 
ensuring the Financing Trust receives an appropriate fee for its services, all of 
which would be recovered by the Financing Trust from the JESO, which 
would collect those amounts in the global adjustment. Note that, if this 
approach is accepted, the JESO and distributors and retailers would need the 
authority to collect such amounts as part of the GA and JESO would need the 
authority to pay such amounts to the Financing Trust. As such, additional 
amendments would be needed under 0. Reg. 429/04. 

Note: Section 79.16 of the OEB Act does not require changes, but the significance of 
this provision should be understood. 

o Section 79.16 gives the OEB responsibility for determining electricity 
commodity prices for eligible consumers. Eligibility is determined under Reg. 
95/05 (Classes of Consumers and Determination of Rates), which is also 
known as the Regulated Price Plan (RPP) Regulation. 

o Section 4(2) of the RPP Regulation defines RPP-eligible consumers as low 
volume consumers (i.e. those who annually use less than 150,000 kWh or 
such other amount as prescribed), consumers with demand of 50 kW or less, 
residential consumers that have accounts with distributors, consumers who 
annually use 150,000 to 250,000 kW of electricity, and consumers who have 
accounts with distributors if in the farming business. 
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o Paragraph 6(1)3 of the RPP Regulation provides that "In determining the rates 
(for RPP-eligible consumers), the Board shall forecast the cost of electricity to 
be consumed by the consumers to whom the rates apply, taking into 
consideration adjustments required under section 25.33 of the Electricity Act, 
1998 and shall ensure that the rates reflect those costs." 

o The Ontario Energy Board has developed a Regulated Price Plan Manual 
(revised February 16, 2016) to describe the processes and methodologies it 
uses for determining electricity commodity prices that are charged to RPP 
consumers pursuant to Section 79.16 of the OEB Act and paragraph 6(1)3 of 
the RPP Regulation. 

(ii) 0. Reg. 95/05 (Classes of Consumers and Determination of Rates) 

Paragraph 6(1)3: Amend so as to require the Board, when forecasting the cost of 
electricity to be consumed by the consumers to whom the rates apply, to take into 
consideration not only the adjustments required under section 25 .33 of the Electricity 
Act but also the application or prior application of global adjustment smoothing 
amounts determined by the IESO in accordance with Minister directives under 
section • of the Electricity Act, and to ensure that the RPP rates reflect those 
amounts. [NTD: See above note reuse of Minister directives] 

(iii) New Regulation (Payments to the Financing Trust) 

2301 0854.3 

If the OEB is to be given the role of reviewing and approving the recovery of OPG's 
internal administrative costs for the Financing Trust under the potential section 78.7 
(see above) , then this regulation should describe the process and criteria pursuant 
through which the OEB would determine the amounts that the IESO would be 
required to collect through the global adjustment, in accordance with section 25.33 of 
the Electricity Act, and pay to the Financing Trust in respect of the provision of 
global adjustment smoothing amounts. This part of the regulation should establish: 

o any reporting requirements from the Financing Trust and/or the IESO to the 
OEB in connection with the global adjustment smoothing mechanism; 

o the frequency of the OEB making determinations under this part of the 
regulation; 

o the process through which the OEB shall make these determinations, which 
should be a streamlined administrative process rather than a public hearing 
process or, if a hearing is needed, then the scope of the proceeding should be 
clearly and narrowly constrained so as to deter intervenor involvement, 
lengthy proceedings and reduce/eliminate risk to recovery by Financing Trust; 

o the basis for the OEB 's determinations as to the payments that shall be made 
to the Financing Trust, which should specify that: 

• the Financing Trust shall recover its prudently incurred internal 
administrative costs on a forecast basis each year; 

• the Financing Trust shall receive an appropriate fee each year (with 
some guidance as to what would be appropriate); and 
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• the approved payment amounts shall be collected by the IESO through 
the global adjustment and paid to the Financing Trust in accordance 
with the order of the OEB then in effect. Note that 0. Reg. 429/04 
would likely need amendments to permit IESO (and distributors and 
retailers) to collect these amounts through the global adjustment. 
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The Proposed Fair Hydro Act 

May 3, 2017 

Purpose 

• Purpose is to walkthrough the main elements of the legislation. 

• The Act consists of two components: 
- Part 1: Legislation to provide for the fair allocation of costs of electricity 

over time\ 

- Part 2: Legislative amendments for social programs 

• The proposed Fair Hydro Act, 2017 would be an omnibus bill with 2 
schedules: the Ontario Fair Hydro Plan Act, 2017 and amendments 
to the Ontario Energy Board Act, 1998 

08/05/2017 
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Part 1 -Overview of Legislation to Provide for the 
Fair Allocation of Costs of Electricity Over Time 

1. Ontario Fair Hydro Plan Act - Fundamental Principles 
2. Brief Overview of the Legislation 
3. Stakeholder Consultation and the Process to Prepare the Legislation 
4. Building Blocks of the Legislation 

- What costs are part of the program? 

- How are the costs allocated fairly amount ratepayers now and in the future? 

- What consumers does the program apply to? 

- How is the program financed? 

4. How the Legislation Works 
Clean Energy Initiative 

Clean Energy Costs and Benefits 

Clean Energy Adjustments 

Fair Adjustment 

Fair Allocation Amount 

Regulatory Asset and the Investment Asset 

Issuance and Payment of Debt 

Financing Plan 

5. Who Does What 
Minister of Energy 

Role of OPG 

Role of IESO 

Role of LOGs 

Role of OEB 3 

Ontario Fair Hydro Plan Act- Fundamental 
Principles 

The actions taken by the Government of Ontario to achieve a clean , modern, and 
reliable electricity system have resulted in significant costs. The burden of financing 
the electricity system improvements and fund ing key programs has unfairly fallen on 
the shoulders of today's consumers. 

The proposed Ontario Fair Hydro Plan Act (OFPA) is founded on the principle that 
costs related to the development of a clean , modern and reliable electricity system 
(with a diverse supply mix) ought to be charged to those consumers, today and in the 
future , who will be the beneficiaries of those costs. 

The Government of Ontario is committed to ensuring that the costs of financing these 
investments are allocated fairly among present and future generations of consumers. 

The challenge inherent in the development of the legislation was the need to balance 
several key factors: the fundamental principles of the program, the program's desired 
accounting treatment, ratepayer interests , expectations of the financial markets , 
financeability, and legal considerations. 
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Stakeholder Consultation and the Process to 
Prepare the Legislation 

The development of the Ontario Fair Hydro Plan Act was preceded by extensive consultation, on an 
ongoing basis, with representatives from the Ontario Energy Board (OEB), IESO, Ontario Power 
Generation (OPG), the Ontario Provincial Controller's Office Division (OPCD), the Ministry of Energy, 
the Ministry of Finance, dealers, investment advisors and Canadian (and in some cases U.S.) 
counsel for each of the involved parties. 

As appropriate, other Ministries were circulated with drafts of the legislation and consulted on 
particular issues. 

Several drafts of the legislation were circulated among stakeholders and several mark-ups of draft 
legislation were received in response. 

Lengthy face to face meetings also took place with stakeholders and their counsel both as a group 
and individually. 

Legislative counsel were involved on a daily basis and produced multiple versions of the legislation. 

A steering committee chaired by the Deputy Minister met and were briefed weekly on the status of 
the legislation (i.e., the "Rate Mitigation Implementation Group" consisting of senior executives of the 
Ministry of Energy, Cabinet Office, Ministry of Finance, Treasury Board Secretariat, OFA, OPCD, 
OPG, OEB and IESO. 

Brief Overview of the Legislation 
Fair Allocation 

Legislation is based on the principle that the costs incurred to move to a clean, modern and 
reliable electricity system creates benefits that will be experienced by multiple generations of 
Ontario ratepayers and, therefore, in the interest of fairness, those costs should be shared by 
those multiple generations. 

The legislation does two things: (i) it establishes the fundamental elements of the fair allocation 
program, and, (ii) it puts the mechanisms in place to permit the financing of periodic shortfalls in 
revenue that are created by the fair allocation of electricity costs over multiple generations. 

With respect to the "fair allocation", the legislation identifies: 
- What costs ought to be more fairly allocated ("clean energy costs"); 

5 

Mechanisms to allocate costs fa irly among generations of consumers ("fair adjustment" and "fair allocation"); 

- The consumers to whom the program applies ("specified consumers"); 

How the program is funded (borrowing on the strength of the revenue stream from consumers); and 

- The roles of various provincial entities in the program (i.e., Minister of Energy, Ontario Energy Board, IE SO 
and OPG). 
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Brief Overview of the Legislation - Financeability 

In order to ensure the financeability of the program, considerable portions of the legislation are 
devoted to dealing with the "nuts and bolts" of what is required for successful financing including, 

The quantification of the value of the regulatory asset; 

The transfer of the regulatory asset to the (OPG) financing entity (which creates the "investment asset"); 

The establishment of the "invoicing" process that ensures the investor 's "line of sight" to the investment 
asset; 
The establishment of an OPG financing plan to ensure, among other things, an appropriate program of 
financing the shortfalls that are created by the deferred collection of revenues; and 

Provisions setting out the way in which the financings are backed by amounts payable by specified 
consumers. 

Building Blocks of the Legislation - What 
Costs are Part of the Program? 

In order to achieve its purpose, the legislation establishes the following "building 
blocks": 

Clean Energy Initiative- This is the term used to describe the Government of Ontario's 
policies to foster growth and investment in and remove barriers and promote opportunities for 
clean and renewable energy sources and technologies and promoting conservation and 
demand management. The "clean energy costs" under the legislation arise from the "clean 
energy initiative". 

- Clean Energy Costs -These are costs (attributable to the "clean energy initiative") that are to 
be more fairly distributed among generations of consumers. 

- Clean Energy Benefits- These are the value of the benefits derived by the "specified 
consumers" (including the clean energy costs). 

- Clean Energy Adjustments -This is adjustment to a consumer invoice on a monthly basis to 
repay principal, interest and other financing. 
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Building Blocks of the Legislation - How 
are the Costs to be Allocated? 

Fair Adjustment- This is the adjustment that gives the "relief' to certain specified 
consumers during the period from July 1, 2017 to June 30, 2021 (including this 
program's portion of the 25 per cent reduction). 

• Fair Allocation Amount- This is the concepUmechanism by which the fair distribution 
of "clean energy costs" (including , for example, financing costs, the cost of the power 
contracts, and the costs of the fair adjustment) is calculated and implemented. 

9 

Building Blocks of the Legislation -What Groups 
of Consumers Does the Program Apply To? 

Specified Consumers- This is the defined group of consumers to whom the 
legislative program applies. These consumers are persons who have an account 
with an electricity vendor for the supply of electricity in Ontario and, 
- Have a demand for electricity of 50 kilowatts or less (or as otherwise prescribed) ; 

- Annually use not more than 250,000 ki lowatt hours of electricity (or as otherwise prescribed) ; 

- Carry on a farming business (basically pursuant to the Farm Registration and Farm 
Organizations Funding Act) ; 

- Have an account with an electricity vendor that is for a "dwelling", condominium property, 
residential complex or co-operative housing;· or 

- Are otherwise prescribed. 

10 
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Building Blocks of the Legislation - How is the 
Program Financed? 

The ability to engage in the fair distribution of clean energy costs among the specified 
consumers requires financing during periods where the collection of the clean energy 
costs is, as part of the fair allocation, deferred to later years (thereby creating a 
revenue shortfall). A series of complex provisions are required to: 
- (i) Enable the financing , and 

- (ii) Meet requirements known to be important to rating agencies and investors. 

Regulatory Asset- This is fundamentally IESO's right to recover the revenues that it 
has deferred collecting because the clean electricity costs are being allocated across 
generations of ratepayers. 

Investment Asset- This is the asset that results when the regulatory asset is 
transferred to the (OPG) financing entities. 

The (OPG) financing entities will fund the acquisition (transfer) of the investment 
asset in the capital markets. 

How the Legislation Works - Clean Energy 
Initiative 

The "clean energy initiative" concept is set out by definition. Its purpose is to 
establish the fundamental basis for the legislation. 

The definition is self-explanatory and is as follows: 

11 

"clean energy initiative" means the policies of the Government of Ontario related to, 

a) eliminating coal generation and fostering the growth of and investment in 
clean, modern and reliable energy sources and technologies, 

b) removing barriers to and promoting opportunities for clean and renewable 
energy sources and technologies, 

c) promoting conservation, demand management and energy efficiency; and 

d) investing in energy infrastructure to ensure a clean, modern and reliable 
system; 

12 
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How the Legislation Works - Clean Energy 
Costs and Benefits 

"Clean energy costs" are those costs that arise from the "clean energy initiative" and 
are allocated to the specified consumers for past, present and expected costs . 

The costs included in the "clean energy costs" include estimated amounts to be paid 
by IE SO in adjustments made under section 25.33 of the Electricity Act (basically, 
the Global Adjustment provisions) which relate to contracts for, 

- Renewable energy generation or capacity; 
- Conservation and demand management, including shortage; 
- Energy efficiency; and 
- Natural gas generation and capacity (excluding certain contracts under section 78.2 of the 

Ontario Energy Board Act or as prescribed); and 
- Payments made under section 78.5 of the Ontario Energy Board Act. 

Other such costs to be included in "clean energy costs" may be prescribed 

These are the costs to be distributed fairly among the specified consumers through 
the "fair allocation amount". 

How the Legislation Works- Fair Allocation 
Adjustment 

The fair adjustment provisions are set out in Part II of the legislation. 

13 

Part II establishes that the rate that will be payable by "specified RPP consumers" 
from May 1, 2017 to April 30, 2018 for the first fair adjustment is the rate that would 
be required from this program to contribute to that consumer to receiving a total a 
monthly invoice amount that is 25 per cent lower than the monthly invoice amount for 
that consumer under the "comparison rate". The comparison rate is a rate to be 
determined by the OEB using the method prescribed by regulation under s 
79.16(1)(b) of the OEBAct. 

Part II includes a transition provision in circumstances where for technical or 
operational reasons invoices cannot be adapted in time for the issuance of the first 
invoices under the program (i.e., adaptation of invoices must be implemented by 
August 1, 2017 followed by a subsequent lump sum credit to the consumer once the 
invoice is adapted). 

The Lieutenant General in Council is given the authority after April 30, 2018 to make 
regulations prescribing the rate for electricity (and therefore prescribing the "fair 
adjustment" until June 30, 2021 ). After June 30, 2021, regulations will have regard to 
the fair allocation amount and clean energy adjustments. 
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How the Legislation Works- Fair Allocation 
Amount 

The Minister sets the fair allocation amount. 

The establishment of the "fair allocation amount" is required to, 
- Fairly measure and allocate the estimated clean energy costs (and the clean energy 

benefits) among the "specified consumers" for applicable "reference periods"; and 

- Take into account (in the fair allocation) funding obligations (financing) that have been 
incurred (largely arising from the redistribution of cost across generations of consumers) . 

The "fair allocation amount" is to have regard to: 
- Clean energy costs and allocating the appropriate proportionate amount of the clean energy 

benefits to the "specified consumers" (in the applicable "reference periods"); 

- Reasonable assumptions regarding the time value of money, the number of consumers in the 
"reference period"; and · 

- Expected electricity consumption for the reference period. 

15 

How the Legislation Works- Regulatory Asset and 
Investment Asset 

IESO will have a funding deferral resulting from the reduction in amounts collected 
from specified consumers during the first 4 years because of the fair adjustment. The 
IESO's funding deferral will be financed indirectly through the debt capital markets. 

The Act enables the financing of this IE SO funding deferral, on an ongoing basis, by 
establishing the funding deferral as a "regulatory asset". In simple terms, the 
regulatory asset is IESO's right to recover the revenues that it has deferred collecting. 

IE SO will then legally transfer portions of this right to recover revenues to the (OPG) 
financing entities. 

The (OPG) financing entity that receives the transfer of the right to recover revenues 
acquires a right to impose, invoice and collect those regulatory charges (called the 
"clean energy adjustments"). This is generally described in the legislation as the 
"investment asset". 

The (OPG) financing entity will need to finance its acquisition (from IE SO) of the 
investment asset, and it will do so in the capital markets. 

16 

08/05/2017 

8 



How the Legislation Works- Issuance and 
Payment of Debt 

Debt securities and related funding obligations will be incurred by one or more (OPG) 
financing entities. These entities will be managed by OPG, as the financial services 
manager. 

The financings will be backed primarily by the "clean energy adjustments" payable by 
specified consumers. The "clean energy adjustments" will track the actual payment 
obligations incurred by the financing entities when they become due and payable. To 
ensure intergenerational fairness, these amounts will be managed by OPG to align 
with the "fair allocation amounts" ascribed to each of the next 60 six month periods 
ending in 2047 (or such later period as prescribed) . 

IE SO and each electricity distributor will act as agent fo r the financing entities to 
impose, invoice and collect the clean energy adjustments, which will be channeled 
through to pay each financing entity's related funding obligations. 

To support the program, the Government of Ontario will be expected to provide 
certain performance guarantees, indemnities and bond-purchase covenants. The 
terms of these obligations will be worked out over time in connection with the 
marketing of financings through OPG. The goal will be achieve highest rated 
securities, although that will largely depend on issues such as the strength of the 
Government of Ontario's undertakings not to adversely affect the program through 
subsequent legislation. 

How the Legislation Works- Financing Plan 

The Financing Plan is prepared by the Financial Services Manager (OPG). 

17 

The Financing Plan is the plan which is intended to set out when a "funding 
obligation" (financing) should be incurred so that the (OPG) financing entity can raise 
money to acquire the "investment interest" from IESO. 

There are rules that apply to the Financing Plan: 
- It must align with the "estimated finance amount" that will become due and payable 

during a "reference period"; 
- It must take into account the "fair allocation" and any "fair adjustment"; 
- It must plan to implement the financing in a reasonable and cost effective manner that 

reflects prevailing market terms and conditions; and 
- It must be based on certain reasonable assumptions set out in regulations (for 

example, related to anticipated I ESO shortfalls, maturity of funding obligations, 
availability of refinancings, redemption opportunities and liquidity, and similar 
assumptions). 

18 
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How the Legislation Works- Financing Plan 
(Continued) 

The (OPG) Financial Services Manager must incur fund ing obligations in conformity 
with the applicable Financing Plan. 

The Financing Plan will guide OPG's decisions regarding the repayment terms of the 
debt securities to be issued by financing entities. The Financing Plan will also deal 
with fundamental issues, such as the alignment (using derivatives) of any foreign 
currency obligations incurred by financing entities with the Canadian dollar cash flows 
arising through the clean energy adjustments. 

How the Financing Structure Works 

8 
,/ : 

Rate / : Authorize the 
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// : regulatory asset 
/ : 
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Who Does What- Role of the Minister of Energy 

Determine the "fair allocation amount" applicable for each reference period . The fair 
allocation amounts will be set for all reference periods at the beginning of the 
program, based on reasonable expectations and forecasts at that time. 

Who Does What- Role of the OPG 

• As financial services manager, OPG will be responsible for the following 
under the Act: 

- Prepare and implement Financing Plan. 

- Establish and administer the financing entities. 

- Capitalize the financing entities by acquiring subordinated debt and equity, as 
required to achieve OPG's accounting and capital ~arkets objectives. 

- Estimate and "true up" periodic finance amounts, to be passed through as 
regulatory charges in the form of Clean Energy Adjustments. 

21 
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Who Does What- Role of IESO 

Calculate and record IESO funding shortfalls from time to time in a variance account, 
giving rise to a right of recovery from specified consumers to the extent not funded 
through the financings. 

Transfer the IESO's rights of recovery to (OPG) financing entities, in consideration for 
cash payments made by the financing entities from the proceeds of their financings. 

Coordinates the collection of "clean energy adjustments" from Electricity Distributors. 

Remit "clean energy adjustments" to (OPG) financing entity, for payment of financing 
entity funding obligations. 

Fund initial interest costs and expenses during the first 4 years. 

23 

Who Does What- Role of LDCs 

Obligation to invoice specified consumers. 

Collect, as agent of the investment interest owners, "clean energy adjustments" from 
specified consumers. 

Hold money received for clean energy adjustments in trust until remittance to the 
IE SO. 
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Who Does What- Role of the OEB 

Determine and set rates to account for fair adjustments, fair allocations and clean 
energy adjustments (monthly adjustments). 

Determine and set rates and process to allow IESO to recover funding shortfalls (to 
the extent' such amounts are not transferred to an (OPG) financing entity and 
financed in the capital markets) . 

. Review the administrative costs of OPG in connection with the administration of the 
program. 

Part 2 -Overview of Legislative Amendments 
for Social Programs 

• As part of the proposed Ontario Fair Hydro Plan, the Ministry of Energy is 
proposing amendments the Ontario Energy Board Act, 1998 (OEBA) to 
enable the following measures: 

25 

- Enhancing and providing tax-based funding for Rural or Remote Electricity Rate 
Protection (RRRP) through new enhanced rate protection for residential 
customers with high distribution rates; 

- Enhancing and providing tax-based funding for the Ontario Electricity Support 
Program (OESP); and 

- Creating a new First Nation On-Reserve Delivery Credit and providing for tax­
based funding. 
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Overview of RRRP and Broadened Distribution 
Rate Protection 

Section 79 of the Ontario Energy Board Act would be amended to provide the Ministry the authority 
to prescribe, through regulation , classes of consumers whose cost would be transferred from the 
rate-base to the tax-base. 

If the proposed legislative amendments are approved, the government intends to propose 
regulatory amendments that would prescribe Hydro One's R2 customers as receiving RRRP from 
appropriated funds effective July 1, 2017. This would fulfill the government's intention to transfer 
the majority of the costs of administering the RRRP program to the tax-base. 

In addition, Energy is proposing legislative amendments that would broaden rate protection by 
creating a new distribution rate protection program to complement RRRP. This new program would 
be funded through tax payers. 

Distribution rate protection would be extended to eligible residential customers served by LDCs 
with the highest distribution costs . 

- Proposed legislative amendments would enable a maximum monthly base distribution charge to established 
through regulations. 

If the proposed legislative amendments are approved, the government intends to prescribe by 
regulation both program details and the residential customers eligible for broadened distribution 
rate protection served by the following LDCs: 

- Hydro One (R1 and R2 rate classes), Algoma Power, Atikokan Hydro, lnnPower, Chapleau Public Utilities 
Commission, Sioux Lookout Hydro, Lakeland Power (Parry Sound service territory) and Northern Ontario 
Wires Inc. 

Ontario Electricity Support Program 

27 

Proposed legislation related to the Ontario Electricity Support Program (OESP) would 
shift program funding from the rate base to the tax base. · 

- Tax-based funding would only kick in once the existing OESP variance account is depleted, 
which is expected to happen in the fall of 2017. 

To allow for the existing program structure to stay in place until tax-based funding 
kicks in, proposed new legislation would only come into force via a proclamation 
Order in Council, on a date to be determined. 

- This would ensure that existing OEB authorities remain in place while ratepayer funding is 
being used. 

In addition, a new authority to allow the OEB and the Ministry of Community and 
Social Services (MCSS) to share data on customers to support increased 
participation in the OESP program among Ontario Works and Ontario Disability and 
Support Program clients would be put in place. 

- Information Privacy Commissioner (I PC) staff were consulted, and customer consent is 
reflected. 

- This information sharing component will come into force at Royal Assent, allowing OEB and 
MCSS to begin this process quickly, and support increasing OESP participation levels. 
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First Nations Delivery Credit 

Energy is proposing legislative amendments that would establish a first Nation 
Delivery Credit for On-Reserve Consumers. This new program would be funded 
through tax payers. 

The proposed First Nation Delivery Credit would provide: 
- All prescribed on-reserve consumers with a credit for the entirety of their delivery line or with 

a credit for the monthly service charge. 

- The costs that are covered by the delivery credit are also described in legislation. 

If the proposed legislative amendments are approved, the government intends to 
propose regulatory amendments that would: 

- Establish the class of customers eligible; 

- Determine what is considered on-reserve; and 

- Determine the method of calculating the delivery credit. 
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Context 

• 

• 

Electricity costs are increasing as the necessary investments are made to decarbonize and 
modernize the province's electricity infrastructure (i.e., $35 billion+ investment in cleaner generation 
and $15.5 billion investment in Hydro One transmission and distribution systems). 

Ontario has taken a number of actions to lower electricity costs for all consumers by: 
Deferring investments in generation (e.g. , new build nuclear) , improving market efficiency (e.g ., wind 
dispatch) and decreasing the cost of renewable procurements (e.g. , GEIA renegotiation , decreasing FIT 
prices). · 

Increasing cost effectiveness and improving efficiency by adopting new electricity market approaches (e.g ., 
competitive LRP, no new NUG contracting). 

• Following the 2016 Throne Speech , actions were announced to further reduce electricity costs by: 
Providing an 8% rebate ($11/month savings), updating RRRP ($45/month savings) , expanding ICI (up to one­
third savings for participants) and suspending the LRP II and the EFWSOP (up to $3.8 billion in cost 
savings). 

• On November 28, 2016, the Minister of Energy announced the need for changes in how electricity 
resources are procured, the need for wholesale market renewal and greater electricity consumer 
choice. 

• The Ministry of Energy is currently updating its Long-Term Energy Plan (LTEP), which provides an 
opportunity to consider a range of policy changes to how the Ontario energy sector operates. 
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Options 

• In recognition of the costs borne by ratepayers related to decarbonizing and 
modernizing the province's electricity sector, options for further rate mitigation include: 

1. Global Adjustment (GA) Smoothing - Provide significant and immediate rate relief through cost 
deferral of the GA. 

2. Electricity Support Programs to Help the Most Vulnerable- Provide a greater focus on 
vulnerable consumers: 

Rural or Remote Electricity Rate Protection (RRRP) Enhancement (Delivery Charge Relief); 

Ontario Electricity Support Program (OESP) Expansion ; 

LDC Affordability Fund; and 

First Nations Rate. 

Low Income Conservation I 

3. Ontario Energy Board (OEB)- Identify opportunities for OEB red-tape reduction and future 
LDC efficiencies and rates. 

4. Ontario Power Generation (OPG) :- Find further efficiencies in operations and pass on savings 
to rat_epayers. 

5. Independent Electricity System Operator (IESO)- Modernize Ontario's electricity market 
through electricity Market Renewal initiatives: 

I'):-: 
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GA Smoothing - Options 

• Place holder 
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1. GA Smoothing- Implementation Models (UPDATE) 

• The Province continues to consider mechanisms to finance and administer GA 
smoothing. 

• Two leading options are under consideration: 

- Option A: Create a new special purpose entity, independent from the Province that would be 
dedicated to GA smoothing ; and 

- Option 8: Make changes to IESO I OPG in order to enable it to assume responsibility for GA 
smoothing. 

f'):.., 

t?ontario 5 MINISTRY OF ENERGY 



CONFIDENTIAL 

1.· GA S~oothing - Option A: New Entity 

• The diagram outlines a implementation approach that includes a new entity, which would hold the 
debt and the receivable from ratepayers. 

_____. Early year fund flow 

-..Future Repayment Mechanism 

I'~ t > vr Ontario 

The OEB oversees the new entity, as well as the GA 
smoothing mechanism on an ongoing basis. 

(I) The New Entity funds part of the GA and (a) would 
have a legislative right to recover associated principle, 
interest and administrative costs from customers 
(settled via service agreement with IESO). 

® 
® 

6 

Electricity Consumers pay IESO a portion of the GAin 
early years. In the future, the New Entity recovers 
principle, interest and administrative costs fro 
consumers . Customers bill presentation remains 
unchanged (costs should diminish in early years). 

The IESO pays generators (in early years), partially 
from consumers and partially financed by the New 
Entity. (b) The IESO provides collection services to 
New Entity under a service contract. 

Generators continue to receive payments from IESO 
according to existing contract I regulatory structures. 

The OFA or a 3rd party lender funds the GA shortfall in 
early years and receives payments from the New 
Entity as debt is repaid. (c) Debt is subject to a 
contract between the New Entity and the lender. 

MINISTRY OF ENERGY 
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1. GA Smoothing - Option A: New Entity 

Framework and Oversight 

• Legislative framework to establish constraints and limit authority of the new entity taking either a prescriptive or 
flexible approach . 

• Ontario Energy Board could be empowered to approve GA smoothing schedule and oversee operations of the New 
Entity (compensation etc.). 

Governance 

To achieve the desired accounting treatment, the entity would have to be structured as follows : 

While the Province would choose the first board of directors or trustees , future directors or trustees would be 
selected in accordance with a mechanism created at the time the entity is created . The Province would have 
no ongoing role in appointments or in selection of key personnel , including the CEO. 

The Province would not have a determining vote in the entity's business decisions. 

The Province would have no recourse to the entity's assets and would not be responsible for the debt. 

The Province could not diss·olve the entity and having access to its assets and obligations. 

The Province would not be able to change the mission or mandate of the entity, once it is created. 

The Province would have no right to approve business plans or budgets or to require amendments to them. 

The Province would not be able to alter the terms of the entity's debt arrangements. 

The Province would not be able to affect the debt by controlling the entity's financial and operating policies. 

The Province would not have input into the operational and financial policies of the entity, including 
accounting , personnel, compensation , collective bargaining or deployment of resources. For example, 
legislation like the Broader Public Sector Executive Compensation Act, 201 4 would not apply. 

As a result: 

Staff would not be OPS employees. 

Oversight would not be provided by Offices of the Legislature (AG, FAO etc.). 

The Freedom of Information and Protection of Privacy Act would not apply. 
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1. GA Smoothing- Option B: IESO 

• 

• 

Make changes to IESO in order to enable it to assume responsibility for GA Smoothing . 

Need to determine whether it is likely that IESO could be sufficiently transformed in order to meet the 
following accounting tests: 

Government Business Enterprise (GBE) Treatment: consistent with OPG and Hydro One, this treatment would 
require consolidation of only net income and equity (as opposed to line-by-line consolidations currently applied 
to IESO). This test includes the following components: 

o Separate entity; 

o Power to contract in own name; 

o Sue and be sued ; 

o Delegated financial I operational authority to carry out a business; 

o Sells goods and services to individuals and organizations outside of the government reporting entity as its principal 
activity; and 

o Can , in the normal course of its operations, maintain its operations and meet its liabilities from revenues received from 
sources outside of the government reporting entity. 

• Legislative changes would be required in order for IESO to take on an expanded mandate, and deal 
with substantial financia l assets and liabilities. 

• Enhancements to the OEB would also be necessary in order to ensure proper oversight of the GA 
Smoothing mechanism. 

For example, ability to review and approve rolling 5 year smoothing schedules submitted by 
IESO. 
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1. GA Smoothing - Other Considerations 

Recovery Mechanism 

Province will need to explore different recovery/ administrative options. 

DRC/RRP/Tax Rebate. 

CONFIDENTIAL 

Consider whether a one-time, exit payment would be charged to ratepayers that are leaving the electricity 
system in order to recover foregone deferred charges. 

Financing . 

While 3rd party financing would help to meet accounting control tests , the cost may be high 

o The Province may need to internally test the market to determine potential cost of 3rd party financing I 
securitization . 

Potential risks that 3rd parties will likely consider when determining cost of capital include: 

o Legislative framework (recovery mechanism) ; 

o Interest rate changes; and 

o Future electricity demand I customers. 

Contractual/ Legislative Agreements 

Either the New Entity or IESO would need a legislative right to recover the principle, interest and 
administrative costs from customers. 

Form of an IESO collection services agreement would need to work within IESO's legislative framework, while 
providing sufficient comfort to the New Entity I 3rd party. 

We need to consider whether the Province's ability to change legislation undermines the governance choices 
that we make to achieve the accounting control analysis 
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2a. RRRP Enhancement -Accelerating Fixed Rate Benefit 

Currently, LDCs recover their costs through a combination of a fixed monthly charge and a volumetric charge based on 
kilowatt hours used. As a result, customers of the same LDC will be charged different amounts for distribution based on 
their consumption level. 

However, the OEB has made a determination to establish fixed distribution rates for residential consumers, in 
recognition that the majority of distribution costs are irrespective of the volume of consumption. The OEB believes 
moving to fixed rates will: 

Enable residential customers to leverage new technologies, manage costs through conservation , and better understand 
the value of distribution services. 

Establish a fairer way to recover the costs of providing distribution service. 

Provide greater revenue stability for distributors , which will position them for technological change in the sector, remove 
any disincentive to promote conservation , and help with their investment planning . 

Fixed rates will be set at the average consumption level for a rate class in order to recover the same amount of revenue 
as the mix of fixed and variable charges does today. As a result, below-average volume consumers will experience cost · 
increases and above-average volume consumers will experience cost decreases. 

The OEB is gradually phasing-in the move to fixed rates in order to mitigate the impact of these increases to below­
average volume consumers. Most LDCs will receive fully fixed rates in 2019. Hydro One will be transitioned over a 
longer timeframe (2022-2023). 

I'~ . 

t?ontario 

Hydro One's density-based rate classes and recent re-allocation of costs between the classes results in significant impacts 
for Hydro One low volume consumers. Providing the longer timeframe allows for the impact of the change to be held at 
less than 10% for low volume customers at the 1Oth percentile of consumption. 
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2a. RRRP Enhancement 
Impacts 

Accelerating Fixed Rate Benefit 

Hydro One has estimated that if it accelerated the move to fixed rates effective 2017, the rates would be as follows : 

R1 : $55.70/month- the same cost as a customer who consumes 955kWh/month today. 

R2: $64.64/month , when factoring in the $60.50 RRRP support- the same cost as a customer who consumes 1200kWh/month today. 

Using sample customer data provided by Hydro One, it is estimated that approximately 2/3rds of Hydro One R1 and R2 customers would 
experience cost increases if this was implemented: 

R1: -146k customers would see cost decreases, and -298k customers would see cost increases. 

R2: -117k customers would see cost decreases, and _-217k customers would see cost increases. 

However, support from the fiscal plan can be used to accelerate the move to fixed rates for those high volume consumers who benefit­
leaving low volume consumers to experience no change. 

Hydro One estimates this would cost $64 million. If the move was expanded to include Hydro One Urban (UR rate class) and 
Seasonal customers, the cost would be -$90 million . 

When layering on the current RRRP support of $242 million, program costs are between $306-$332 million. 

As the move to fixed rates was completed, fiscal plan support for these customers could be w ithdrawn . 

.Acceleliated Fioced Rate Benefit Friscallmpact 

2018 2019 2020 2021 2022 

Fixed Rate Enhancement* $64M-$90M $52-$72M $38M-$54M $26M-$36M $13M-$18M 

Total RRRP** (inclusive fixed rate 
$306-$332M $300-$320M $293-$309M $287-$297M $281 M-$286M enhancement, excluding Algoma Power & 

Hydro One Remotes) 

2023 

$0 

$275M 

t > r Ontario 
*Range depends on if just R1 & R2 or all rate classes. Cost decrease is 
estimated evenly, which could change based on Hydro One future rate 11 
impacts. 

**Assumes 2.6% annual increase as estimate of 
average distribution rate increase MINISTRY OF ENERGY 



2a. RRRP Enhancement 
Ratepayer Impacts 

CONFIDENTIAL 

Hydro One Mid-Density (R1) 

Under this option, R1 customers will not pay more than $55.70 for distribution service. Customers with costs below 
this threshold experience no change. 

$100.00 

$90.00 

$80.00 

$70.00 -

$60.00 

$50.00 

$40.00 

$30.00 

$20.00 

$10.00 
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Total Bill* 
Pre-Benefit: $116.59 

Post-Benefit:: $116.59 
Benefit Amount: $0 

500 kWh- Pre 500 kWh - Po!:t 
Enhance Enhance 

Total Bill* 
Pre-Benefit: $197.55 
Post-Benefit: $195.07 
Benefit Amount: $2.48 

•.:-., $1.07 '·" i 

Enhance Enhance 

__ ! 

Total Bill* 
Pre-Benefit: $440.42 
Post-Benefit: $403.7 4 

Benefit Amount: $35.57 

2500 kWh Pre 
!l-

2500 kWh PostJ 
Enhance Enhance e 

o Distribution Cost ;_'\New Benefit 

r'~ Note: Rates are for 2017 

t?ontario 12 
* Includes Electricity, Delivery, and Regulatory 
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2a. RRRP Enhancement -
Ratepayer Impacts 

Hydro One Low-Density (R2) 

Under this option R2 
b 

. ' customers -11 
su Sldy. Customers wit WI not pay more than $ h costs below this threshold ex ~4.64, after accounting for the .. penence no change anginal $60.50 RRRP 

Total Bill* 
Pre-Benefit: $471 _51 

$200.00 . 
Total Bill* Post-Benefit: $420 67 

Pce-Beoefit $201 .94 E' istiog RRRPo $66.so 
$ 180.00 

$160.00 -

$ 140.00 -
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Pre-Benefit: $112_09 
Post~Benefit: : $112.09 
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Benefit Amount: 0 

- .. _ --...:=-. -
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2b. Ontario Electricity Support Program (OESP) Expansion 

• The OESP is an income-tested, application based program that lowers the electricity costs of the 
mo~t vulnerable consumers by providing a rebate directly on their electricity bills. 

• The OESP provides basic benefits to most elig ible consumers and enhanced benefits to Indigenous 
customers and customers with electric heat and certain medical devices. 

• OESP funding is collected from a charge levied on all electricity ratepayers. Based on current level 
of program up-take and funding collection , OESP program benefits could be increased across the 
board by 50%. This would mean: 

- Single low income consumers would see an increase from $30 to $45/ month ($540/year); 

- Families of fou r with electric heat could see an increase from $55 to $82.50/month ($990/year); and 

- Indigenous, Metis, and Inuit consumers would also see benefit increases at the ·same level as those with 
electric heat and medical devices. These benefits could range from $67 to $113/month. 

o The Ministry is also considering options to support a "Delivery" line credit for Indigenous consumers. This would 
cost -$18 million/year and would save Indigenous consumers between $75 and $1 00/month (see slide 25 for 
more detail). 

• Greater focus and support can be placed on lower income Ontarians by funding OESP through the 
tax base. This would also reduce costs for all consumers as a result of eliminating the OESP 
charge. 

- Average residential customer savings: $0.83/month; and 

- Average industrial customer savings: $1 .1 0/MWh. 
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2b. OESP Expansion (cont'd) 

Potential changes to the OESP income thresholds was also considered , however, changes to the income thresholds at this 
point could potentially bring the OESP out of alignment with other existing social programs. 

An OESP income threshold change could result in individuals and households that receive OESP, which is targeted to low­
income individuals, not being eligible for other social assistance programs offered by the Province targeted to low income 
individuals/households. 

The credit and income threshold amounts for the OESP program were guided by other social assistance programs that are 
delivered within the Province, and the Province's Poverty Reduction Strategy, which has an underlying principle to measures 
poverty consistently in programs across government. One of the key measurement tools this Strategy uses is the Low Income 
Measure (LIM). 

Feedback OEB received was that LIM is the method preferred by the Ministry of Finance and the preferred tool of low-income 
advocates. 

OESP consequently adopted LIM as the income threshold to determine el igibility for OESP, and recommended its use for all energy 
assistance programs. It is also used for the OEB's Low Income Energy Assistance Program (LEAP). 

In the design of the OESP, the Ontario Energy Board and E~JERGY 'Norked 'Nith other ministries that deliver social assistance 
programs across the Province to ensure the OESP was broadly consistent with existing social programs , including the OESP 
income thresholds . 

o The OESP income thresholds are based on the LIM (Lov.' Income Measure) a measure published by Statistics Canada 
that takes into account total household income as 'Nell as total household size. 

Rather than changing the OESP income thresholds at this point, several measures could be taken that include: 

The "LDC Affordability Fund" may help a segment of the population that do not qualify directly as low income butare 
struggling to pay their utility bills. 

The OEB could be asked to explore whether the OESP income thresh_olds need to be updated as part of a regular program 
review. 
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2b. OESP Expansion -Fiscal Impacts 

1'):...: . 

2017 program costs assume the are based at current program sign-up rate of 30% of eligible consumers increases to 45%. 
Cost projections assume the program grows to 100% of eligible consumers by 2022 and remains at that level. 

At the time of program design, it was estimated that 40-50% participation would be high for an application-based program 
delivered through electricity bills. However OESP can be enhanced by working to ensure the program uptake is as close as 
possible to 100%: 

- Streamlining the application process to make it easier and quicker to get through; 

- Putting in place a more aggressive communications strategy to make sure people are aware of the program; 

Increasing funding for key partner agencies to work directly with individuals who are applying ; and 

Exploring automatic OESP qualification for those who receive provincial programs (e.g., ODSP). 

OEB is currently exploring options for simplifying the OESP process, including exploring options with MCSS on auto-enrol lment 
options , discussing options to provide online alternative options to the elim inate wet signature consent forms with the federal 
government, and working with partners to do open houses to better reach vulnerable consumers. 

Table below shows estimate of program costs up to 2022: 

.,, 

i®lli~lk 
®!iSS · tatllls C§ll!le ~$Ml} 

,r5Q% 
ear 

($MI) ~$M~ 

2017 $108 $54 $162 
2018 $150 $75 $225 
2019 $186 $93 $279 
2020 $215 $108 $323 
2021 $243 $122 $365 
2022 $272 $136 $408 
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2b. OESP Expansion - Considerations 

Considerations 

Framework: Nevv legislation would be Changes to legislation I regulation may be required to establish and define the 
ability to use tax funding for the parameters of a tax based OESP. The scope of changes would depend on the 
implementation I delivery mechanisms. This may reveal additional considerations, including possible assessment as 
a tax credit. 

Implementation: If the OEB continues to deliver program, financial flow-through mechanisms would need to be 
considered in consultation with IESO and LDCs. Likely to be modeled after processes used for the Ontario Rebate 
for Electricity Consumers (OREC). 

· Alternative Delivery: If the OESP was funded by the tax base, it could also be explored 'Nhether the OESP could be.:~ : · 
better delivered as a provincial program via the tax system. This may help ensure that the program's participation 
rate is as high as possible, and could expand coverage to the estimated 142,000 lm.v income households that do not 
receive an electricity bill. 

Transition to Social Assistance: Moving OESP to the tax base can be a transitional step in folding this program 
into a reform of social and disability assistance programs and enhancement of MGSS' Social Assistance 
Management System moving for.vard. 

Additional Enhancements: The enhanced credit could be expanded to include additional eligibility categories of 
customers. For example, a new "Low Density Consumer" category could be introduced that provides Hydro One R2 
and/or R1 customers (highest distribution rates) who are already OESP eligible with the enhanced credit. 

Variance Account: The OEB has been collecting program funding in excess of program costs and has accrued a 
positive balance. This balance must be addressed when moving to the tax base. 

Treatment as Income: If OESP amounts are increased, it will need to be confirmed that the credit is not treated as 
taxable income. This was addressed in the current iteration of the OESP. 
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c. Low Income Conservation Benefit Program 
As tance Program Enhancement 

Home 

Existing low-· come programs delivered by LDCs and IESO help qualified residential customers and social and/or assisted 
housing provide ·mprove their energy efficiency. 

Home Assistance Program and the Retrofit Program (Social Housing stream) . 

the Climate Change Action Plan (CCAP) to retrofit social housing. 

ENERGY is currently working with IE 
residential customers: 

to explore options to enhance and/or expand the existing Home Assistance Program or 

Participants could receive incentives for impr d weatherization measures, appliances and lighting controls (e.g ., new or upgraded 
furnace and central AC; windows/doors; washer/ rs , heat pumps (for electrically-heated residential customers) . 

The incremental funds would enable deeper measures 

The new program would be delivered through LDCs and/or I and could include education and awareness initiatives. 

The budget estimate below is illustrative and reflects a doubling of th 015 spending for the Home Assistance Program , which 
was $20 million. 

Calendar Year 2017 2018 2020 2021* 2022* 

Current Budget ($Million) 10 10 

Fiscal Year 2017/18 2018/19 2019/20 

Proposed New Budget($ Million) 22.5 40 40 

*Note: The Conservation First Framework extends to 2020. 
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2c. Establishing a New LDC Affordability Fund 

Electricity customers who meet the definition of low-income are eligible for energy efficiency incentives through the 
Home Assistance Program, delivered by I,..DCs under the Conservation First Framework. 

Some electricity customers who struggle to pay their utility bills do not meet the definition of a low-income household 
and therefore are not eligible for the Home Assistance Program. 

Establishing an "Affordability Fund" for LDCs could provide a means to help struggling customers who do not qualify 
for low income programs and cannot upgrade their homes without financial assistance. 

Over time the Fund could help these customers get back on track with their bills and also save on disconnection costs. 

The Fund would be targeted to customers on an as-needed basis (vs. marketed as an open-intake program). 

ENERGY is currently in discussions with the Electricity Distributors Association and several LDCs to determine the 
feasibility of establishing a Fund and to identify a willing funding partner(s) . 

To allow for funds to flow in 2017/18 2016/17, ENERGY would sign a Transfer Payment Agreement (TPA) with a 
qualified third party/ies to administer the Fund. 

LDCs would apply for funding and redistribute support to those customers that meet the targeted eligibility criteria. 

• Recipients could receive measures similar to those available in the Home Assistance Program (weatherization, 
energy efficient appliances and lighting controls). 

As an illustration, with $200 million, the estimated reach of the fund could be 15,000 to 65,000 households, depending on 
measures and uptake. 
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2d. First Nations Rate - Context 

In .June 2016, pursuant to s.35 of the OEB Act, the Minister issued a letter directing the OEB to prepare a report 
providing "advice on options for an appropriate electricity rate (or rate assistance) for on-reserve First Nations electricity 
consumers. " 

In order to inform its report, the OEB engaged with First Nations, including remote communities , the distributors serving 
them , and consumer groups such as the Low Income Energy Network, in a series of meetings across the province. It also 
established an Advisory Committee with the Chiefs of Ontario's Grievance Committee. 

48 First Nations attended meetings held in the Fall of 2016 in London, Couchiching First Nation, Sudbury, Toronto and 
Thunder Bay. The OEB also held sessions with Local Distribution Companies (LDCs) and consumer groups. 

The OEB provided its report to the minister on December 29 , 2016. 

The OEB report recommended: 

Eliminate the delivery charge for all on-reserve First Nations residential customers and eliminate the monthly service 
charge for customers of licensed distributors which charge a bundled rate ; 

o The OEB estimates this would provide residential customers an average monthly benefit of $85 at a total annual cost of 
$13 to $20 million or 11 cents a month for a typical residential electricity·consumer. 

Automatically qualify on-reserve First Nations residential customers (-21 ,500 customers) . 

Enable greater information sharing between distributors and band councils to identify all on-reserve First Nations 
customers. 

Continue to provide assistance through OESP and LEAP to eligible on-reserve First Nations customers . 

The OEB suggested the program should be funded from the tax base as it is targeted to a particular segment of the 
provincial population, or, if rate based , to use a province-wide charge. 

t'):..: 

t?ontario 20 MINISTRY OF ENERGY 



CONFIDENTIAL 

3. OEB- Red-Tape Reductions I LDC Efficiencies and 
Rates 

Leveraging the OEB 

The Ontario Energy Board (OEB) has a mandate to regulate the electricity distribution sector in the public interest, 
ensuring the financial viability of the sector while promoting reliable service to customers at just and reasonable 
rates. 

The OEB, through the Renewed Regulatory Framework for Energy (RRFE), has since 2012 attempted to move the 
distribution sector towards a performance/outcomes-based regulatory framework. 

While new reporting requirements such as the LDC performance scorecard are positive developments, RRFE does not 
tie these system performance expectations to LDC financial performance. 

Performance based options have the potential to indirectly in cent consolidation (in a manner that returns benefits to 
consumers) , improve customer experienc.e, and potentially reduce Return On Equity (ROE) in an equitable manner 
in the event performance expectations are not met. 

Encouraging shared partnerships on services between utilities will help reduce costs in the back end and encourage 
further innovation for small to medium sized utilities. 

Opportunities 

• 

• 

ENERGY could help promote or accelerate these efforts by asking the OEB to look at opportunities to further drive 
LDC efficiencies and productivity. 

In parallel, the OEB could be instructed to review business cases behind its own regulatory requirements to reduce 
"red tape" and eliminate costs that LDCs indicate are creating pressures on operating expenses. 

This could be done through the Minister's letter, the LTEP Implementation Directive, s. 35 of the Ontario Energy 
Board Act, 1998, and/or the 2017 Mandate Letter and other agency business planning processes. 
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3. OEB - LOC Efficiencies and Rates (Performance 
Incentives) (cont'd) 

CONFIDENTIAL 

Considerations 

Sector: 

• 

Exact bill reduction levels are unknown, but real OM&A and some capital cost avoidance can reasonably be expected. 

Could indirectly incent consolidation if LDCs feel they are unable to adequately manage their assets in light of 
tightening requirements . 

Any initiatives that have a direct impact on LDC profitability could affect the value of Hydro One. 

There is a tension between requiring productivity enhancements and creating firm performance standards. LDCs 
have to invest to maintain system levels, but also finding cost efficiencies , which is an incentive for innovation. The 
Ministry and the OEB may have to also explore reducing regulatory burden/barriers on LDCs so they have the tools 
available to satisfy new performance expectations. . 

Regulatory: 

• The OEB is the electricity distribution sector's independent regulator and as such is responsible for establishing rate-
setting mechanisms in line with its statutory objectives. 

The Ministry would engage with OEB to align on approach , and provide only high-level direction so as to respect OEB's 
role in determining implementation specifics. 

The OEB would likely need to conduct policy hearings and stakeholder consultations on these initiatives, though Ministry 
could request new rules be in place for next major LDC rate cycle. 

LDCs are resistant to peer comparison for a variety of historical and service territory issues. OEB econometric 
analysis has generally supported limiting peer comparisons. As comparisons would be an important component of 
benchmarking performance standards, the Ministry may experience sector push back. 

• Updating rate-setting mechanisms and regulatory processes could create regulatory uncertainty and limit LDC activity. 
The OEB has revised its processes multiple times over the past 15 years. 

!'):., 

t?ontario 22 MINISTRY OF EN ERGY 



CONFIDENTIAL 

4. OPG - Operational Efficiencies 

Provide expectation that OPG meet more aggressive cost targets, improving efficiency by ~$3/Megawatt hour (MWh). 

Considerations 

OPG recently submitted its 2017-19 business plan to the Province for concurrence. That plan includes the following: 

Enterprise total generating cost increasing from $48/MWh in 2016 to an average of $55/MWh over the plan period. 

An average residential monthly bill increases of $1.05/month annually from 2017-2021 . 

Much of this increase is due to the Darlington refurbishment project, which increases costs and reduces OPG's generation over 
the planning period . 

OPG has also shared its stretch targets for total cost of generation, which average $52/MWh over the 2017-19 plan, a ~$3/MWh 
reduction (5-6%) relative to its $55/MWh business plan targets. 

The Province could provide instructions to OPG to focus on its stretch target as part of the Minister's Concurrence letter. This is a 
public document that OEB would likely review and incorporate as part ofOPG's current rate application. 

Consistent with regulations under the Ontario Energy Board Act, OPG is seeking smoothed rates for nuclear as part of its 2017-
2021 rate application. 

As a result, the benefit to ratepayers of reducing generation costs is uncertain. 

Given that the application extends beyond the business plan period, and to ensure OPG does not delay costs beyond the planning 
horizon, the Province may want to provide additional direction for out year expenditures. 

If OPG is unable to meet more aggressive cost targets, this could impact net income, and the Province's fiscal plan . 

The total cost of $3/MWh based on OPG's forecast production of 7 4 TWh/yr is about $240 million per year. 

The Province could work with OPG to craft language in the concurrence letter in order to avoid setting unintended precedents for 
future rate application processes. 

r'~ 

t?ontario 23 MINISTRY OF ENERGY 



CONFIDENTIAL 

5. IESO- Market Renewal 

Continue to move forward with Independent Electricity System Operator's (IESO) Market Renewal initiatives: 

Market Renewal encompasses projects such as a single-schedule system (from the current two-schedule system), more 
frequent intertie scheduling to better align with other jurisdictions and a day-ahead market. There will be up front capital 
costs to enable the initiative. IESO is currently assessing these costs. 

Moving to "technology-agnostic" procurements will provide new opportunities for innovation and modernization and 
ensure ratepayers receive the best prices possible. 

Considerations 

Changes related to IESO's Market Renewal initiatives, reflected in HOEP and uplifts, are estimated to save up to $300 
million per year, starting in 2021 , leading to a reduction of: 

About $1/month or less than 1% at current retail prices for a typical residential bill ; and 

About $1.30/MWh at current ail-in prices for industrial and SME electricity consumers. 

The IESO's Market Renewal is a broad initiative that will impact illl aspects of Ontario's electricity market. Ontario has 
had a uniform price since market opening. 

Adopting a technology-agnostic stance will lower the overall cost of providing electricity service by selecting the most 
cost-effective resources to fulfill various system needs. 

The IESO estimates that the total implementation cost- including a 15% contingency and net of avoided costs- will 
be $150 million. The bulk of the costs (capital) would only be recovered once the project has been implemented and 
as the benefits are being realized . 
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GA Smoothing- Cost Breakout 

• 

• 

The allocation of GA costs in 2016 is compared to the proportion of generation in the graph below . 

This cost breakdown will evolve over time as 2 ,181 MW of contracted generation comes online in 
the coming years. 

2016 GA Cost: $12.3 billion 2016 Generation: 155 TWh 

7% 2% IB Nuclear 5,053 

o Hydro 1,473 

D Natural Gas 985 

•Wind 1,552 

DSolar 1,630 

IZI Biomass, Landfill 278 
and Byproduct 

D Conservation 467 

l§l lEI Program 60 

DOEFC* 842 

*OEFC indicates the cost of generator contracts managed by the OEFC which include contracts for natural gas, hydro and biomass generators. 

91 

36 

13 

10 

3 

1 

**Conservation measures, not quantified here, serve to reduce Ontario energy demand. Actual electricity generation would be larger than 155 TWh in the absence of conservation programs. 
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GA Smoothing - Residential Bills Lowered 25o/o (with Tax-
Base Funded 8o/o Rebate and S0cial Programs) 

• Total bill below is based on a revised IESO forecast. See footnotes for more information. 

21!l'ru8 2([)at9 
172 175 178 189 

Total Bill (excludes HST) 145 153 155 158 168 

Impact of GA Financing -27 -25 -22 -25 

Impact of Tax-Basing Social Programs -2 -2 -2 . -3 

Subtotal 123 128 133 140 

8% rebate -10 -10 -11 -11 

HST 16 17 17 18 

Revised _Bill (includes HSlJ 163 129 134 139 147 -·--- --· --~---- --· ·--------
Change from Total Bill (includes HST) -43 -41 -39 -42 

Year-oyer-Year Change -21% 4% 4% 6% 

Change from Forecast -25% -23% -22% -22% 

91 95 
-22 -20 -19 -21 

Impact of Tax-Basing Social Programs -3 -3 . -3 -3 

Revised Total (excludes HST) 90 65 69 66 71 
Change from Total Bill (exc ludes HST) -26 -24 -22 -24 

Yea~ove~YearChange -27% 6% -5% 8% 

Change from Forecast -28% -26% -25% -25% 

Tax-Basing Social Programs 362 409 450 

187 
165 

-17 

-3 

146 

-12 

19 

153 
-34 

4% 

-18% 

96 
-14 

-3 
79 

-17 

11% 

-18% 

Notes: Based on IESO's revised OPO forecast as of December 2016. Includes the cancellation of LRP II and EFW, expansion of ICI. Does not include smoothed OPG rates. Above residential bill 
is based on a 750 kWh per month Toronto Hydro customer. "Social programs'! refers to existing RRRP and OESP. While initiatives would take several months to implement, the above estimate for 
2017 reflects a full -year impact The 8% rebate above represents savings compared to status quo due to the reduction in the sub-total from GA financing . Fiscal savings as result of GA 
Smoothing. 
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GA Smoothing (Borrow $5 billion in 2017) 
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Total Change in Accumulated Debt ($billion) 5 5 4 5 4 4 3 4 4 3 4 4 3 3 2 2 1 1 -2 -2 -3 -3 -4 -5 -5 -6 -6 -6 -6 -7 

Notes: Assumes 30 year financing period and a nominal interest rate of 5.12% per year (compounded annually). Ratepayer GA payments increase annually beyond 2017 at inflation with GA 
over-payments capped at $7.5 billion above the true cost of GAin any given year. IESO forecast is based on IESO's revise,d OPO forecast as of December 2016. Includes the cancellation of 
LRP II and EFW, expansion of ICI. Does not include smoothed OPG rates . Above residential bill is based on a 750 kWh per month Toronto Hydro customer. 
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A Smoothing - Residential Bills Lowered 33°/o (with Tax-
Sa Funded 8o/o Rebate and Social Programs) 

Total BJII (includes H 

Total Bill (excludes HST} 

Impact of GA Financing 

Impact of Tax-Basing Social Progra m 

Subtotal 

8% rebate 

HST 

Revised Bill (includes HST) 

Change from Total Bill (includes HST} 

Year-over-Year Change 

Change from Forecast 

Impact of GA Financing 

Impact of Tax-Basing Social Programs 

163 

145 

_ Revis~~ Total (~eludes HST) --·----·---~- -~- 90 
Change from Total Bill (includes HST} 

Year-over-Year Change 

Change from Forecast 

Tax-Basing Social Programs 

172 175 189 

153 155 158 168 

-40 -37 -35 -37 

-2 -2 -2 -3 

110 115 120 128 

-9 -9 -10 -10 

14 15 16 17 

116 121 126 135 
----~~----- ~~~-~~~-----~~ 

-3 

54 

-37 

-39% 

-40% 

-54 

5% 

-31% 

-34 

8% 

-52 

5% 

-29% 

88 

-54 

7% 

-29% 

2(!)2(!) 

95 

-30 

-3 

61 

187 

165 

-28 

-3 

135 

-11 

18 

142 ----·- ---
-45 

5% 

-24% 

2024 

-26 

14% 

Notes: Based on IESO's revised OPO forecast as of December 2016. Includes the cancellation of LRP II and EFW, expansion of ICI. Does not include smoothed OPG rates. Above residential bill 
is based on a 750 kWh per month Toronto Hydro customer. "Social programs" refers to existing RRRP and OESP. While initiatives would take several months to implement, the above estimate for 
2017 reflects a full-year impact. The 8% rebate above represents savings compared to status quo due to the reduction in the sub-total from GA financing. Fiscal savings as resu lt of GA 
Smooth ina. 
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Smoothing (Borrow $7 billion in 2017) 
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GA Smoothing, pre-tax ($/month) 
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Notes : Assumes 30 year financing period and a nominal interest rate of 5.12% per year (compounded annually) . Ratepayer GA payments increase annually beyond 2017~t 2.7 p entage 
points above inflation with no limit on GA over-payments. IESO forecast is based on IESO's revised OPO forecast as of December 2016. Includes the cancellation of LRP II and EF , ansion 
of ICI. Does not include smoothed OPG rates. Above residential bill is based on a 750 kWh per month Toronto Hydro customer. 
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GA Smoothing - Residential Bills Lowered 25°/o (with Tax­
Base Funded 15°/o Rebate) 

Total bill below is based on a revised IESO forecast and is adjusted by the Ministry to reflect the proposed expansion of RRRP and OESP. 
See footnotes for more information . 

Social Programs Expansion 
Total Bill (includes HST) 

Total Bill (excludes HST) 
·Impact of GA Financing 
Subtotal 
15% rebate 
HST 
Revised Bill (i~cludes HST)_ ___ 

Change from Total Bill (includes HST) 
Yea~ove~YearChange 

Change froni Forecast 

Social Programs Expansion 

Total (excludes HST) 

Impact of GA Financing 

163 173 
145 153 

-21 

132 
-20 

17 
163 130 -- - ~·---- --~-- -

-43 
-20% 

-25% 

90 
-17 

90 74. 

0.7 
176 179 191 
156 158 169 
-18 -16 -18 
137 143 150 
-21 -21 -23 
18 19 20 

135 140 147 ---- -------- -------- . _..._ __ ----
-41 -39 -44 
4% 4% 5% 

-23% -22% -23% 

-15 -13 -15 

79 76 81 Revised Total (exclud~s HSTL_~~­
Change from Total Bill (includes HST) 
Year-over-Yea r Change 

··----- ------· -----------
-18 -15 

-17% 6% 

Change from Forecast -19% -16% 

-13 
-4% 

-15% 

-15 
7% 

-16% 

ill9-2(l) 

262il 
1.2 

188 
167 
-10 

157 
-24 
20 

15 
-34 

4% 
-18% 

89 
-9 

10% 
-8% 

Notes : Based on IESO's revised OPO forecast as of December 2016 and adjusted by the Ministry to estimate a 1,500 kWh consumer connected to Toronto Hydro. Includes the cancellation of LRP II and EFW, expansion of 
ICI. Does not include smoothed OPG rates. Above residential bill is based on a 750 kWh per month Toronto Hydro customer. "Social programs" refers to existing RRRP and OESP. While initiatives would take several months 
to implement, the above estimate for 2017 reflects a full -year impact. The 8% rebate above represents savings compared to status quo due to the reduction in the sub-total from GA financing. 
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GA Smoothing (Borrow $4 billion in 2017) 
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GA Smoothing - Considerations (Accounting Treatment: 
Does Province Control Entity?) 

Defining the Government Reporting Entity 

• The government reporting entity should comprise government components and those organizations 
that are controlled by the government. 

Determining Whether Control Exists 

• Control is the power to govern the financial and operating policies of another organization with 
expected benefits or the risk of loss to the government from the other organization's activities. 

• Whether a government controls an organization is a question of fact that must be determined by 
reference to the definition of control described in the prior paragraph and the particular circumstances 
of each case. 

• Requires the application of professional judgment based on the definition of control and the 
substance of the relationship. 

• It is the preponderance of evidence that would be considered in assessing whether a government 
controls an organization. 
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GA Smoothing - Considerations (Accounting Treatment: 
Does Province Control Entity?) (cont'd) 
Indicators of Control 

• There are certain indicators that provide more persuasive evidence of control: 

• 

Government has the power to unilaterally appoint or remove a majority of the members of the governing body 
of the organization; 

Government has ongoing access to the assets of the organization , has the ability to direct the ongoing use of 
those assets, or has ongoing responsibility for losses; 

Government holds the majority of the voting shares or a "golden share" 1 (1) that confers the power to govern 
the financial and operating policies of the organization ; and 

Government has the unilateral power to dissolve the organization and thereby access its assets and become 
responsible for its obligations. · 

Other indicators that may provide evidence of control exist when the government has the power to: . 
Provide significant input into the appointment of members of the governing body of the organization; 

Appoint or remove the CEO or other key personnel; 

Establish or amend the mission or mandate of the organization; 

Approve the business plans or budgets for the organization and require amendments; 

Establish borrowing or investment limits or restrict the organization's investments; 

Restrict the revenue-generating capacity of the organization , notably the sources of revenue; and 

Establish or amend the policies that the organization uses to manage, such as those relating to accounting , 
personnel , compensation , collective bargaining or deployment of resources. 
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Overview of RRRP Enhancement - Options 

P~ogram 

Envelope for 
H1 ($M)* 

(Status Quo) RRRP program for R1 and R2 customers of Hydro 
$242M 

One (as of January 2017) 

(1) Accelerates move to fixed distribution rates for those 
customers expected to see a reduction in costs.*** $306-$332M 

(2) Increase total RRRP envelope to reduce R2 and R1 
distribution costs at 1 OOOkWh/month to Algoma Power costs $292M 
at 1 OOOkWh/month 

(3) Change RRRP program to a volumetric-based tiered 
benefit program where rebate will be dependent on customer 
consumption levels 

(3a) . Assume total RRRP program envelope of $300M and 
distribute to R2 & R1 based on tiered-benefit levels. . Tiered-benefit levels: divide customer base into 3 equal 
buckets . Allocate $300M to each bucket in proportion to 

$300M 

contribution of H1 distribution revenues. . Assume fixed current $60.50 rebate no longer applies 
equally to all R2 customers. 

(3b) . Expand RRRP program envelope and distribute to both R2 & 
R 1 customers based on tiered-benefit levels. $54 2M . Tiered-benefit levels determined in same manner as 3(a) . . Assume fixed current $60.50 still applies to all R2 customers 

•All option costs are inclusive of status quo RRRP, except 3(a) which assumes a phaseout of the program. 
-only if left on ratebase. Will increase based on yearly expansion. 
·-Based on Hydro One estimates. Consumer benefit is total costs subtract the cap amount. 
Note: figures do not include -$50M in RRRP costs currently supporting Algoma Power and Hydro One Remotes 
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Monthly Rebate for R2:1ow density 
consumers 

(+/-from status quo) 

$60 .50/month 

Distribution costs capped at 
$64.64/month. Benefit begins at 
1 ,200kWh/month 

$66.61/month 
(+$6.11 /month) 

750kWh or less: $37.65 
(-$22.85) 

750 to 1,200 kWh: $44.74 
(-$15.76) 

1,200 kWh or more: $60.69 
(+$0.49) 

750kWh or less: $81.66 (+$21.16) 

750kwh to 1 ,200 kWh :$91 .90 
(+$31.40) 

1,200 kWh or more: $114.95 
(+$54.45) 

35 
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Monthly Rebate for R1: Monthly cost to 
medium-density customers ratepayers** 

$0 $1.58/month 

Distribution costs capped at 
$55.70. Benefit begins at $2.07/month 
955kWh/month. 

$4.91/month $1.90/month 

600Kwh or less: $16.05 ' 

600kwh to 1 ,OOOKwh: $19.22 $1.90/month 

1 ,OOOkwh or more: $25.67 

600 kWh or less: $23.19 

600kwh to 1,000 kWh: 
$27.76 $3.20/rrJOnth 

1,000 kWh or more: $37.09 
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·All RRRP Options - Fiscal Considerations 

Ratepayer Impacts 

Some consumers with low consumption may still have proportional higher distribution rates. These customers will 
experience bill pressures both from the transition to fixed rates and from expected general rate increases (for which 
they are responsible for an increasing proportion). 

• Hydro One distribution rates are expected to climb in coming years. The projected 2017 fixed rates of $64.64 (R2) 
and $55.70 (R1) will rise through the transition period. Therefore customers who receive a benefit will still 
experience bill increases. 

Fiscal Impacts 

Having the original RRRP subsidy remain on the rate-base allows for program expansion from the fiscal plan while 
avoiding an additional $242M tax-base impact. 

Hydro One is expected to submit its cost of service application for 2018 and beyond (3-5 years) in spring 2017. The 
rate increases requested in this application could potentially increase the proposed fixed rate significantly, which 
would have significant impact on fiscal requirements and ratepayer impacts. 

• Cost for Hydro One to implement and to upgrade customer billing systems is likely material. Those costs would 
ultimately be passed back to the customers of those LDCs. 

• The Ministry will need to consider how consumption thresholds and/or benefit levels rise alongside the expected rise 
in distribution rates. 

There is a high risk of entrenching externa l subsidies , as there is no clear path to transition away from subsidies and 
toward a more sustainable, cost-based rate framework. 
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All RRRP Options- Implementation Considerations 

LDCs would track credit variances in a variance account and settle amounts with the IESO, which receives taxpayer 
funding from ENERGY/MoF in the same manner as the 8% rebate happens today. 

Whi le this new program would build on exiting transfer payment protocols in use under the ORECA, it would be 
complex for Hydro On to implement, as CIS upgrades are likely needed. 

Depending on the option chose, OEB estimates that the implementation would take at least 6 months or more, 
following finalized regulations, given need to change customer billing systems and determine settlement procedures. 

• RRRP focuses on ameliorating differences in distribution costs, not the entire Delivery line of the residential bill 
which also includes transmission and line loss costs. 

Eligibility for RRRP is currently determined by LDC density levels. Hydro One R1 has similar density levels to some 
other LDCs (e.g., lnnPower). Thus if the intention is to limit expansion to just Hydro One R1, a new eligibility criteria 
would have to be developed (legal and regulatory risks would need to be explored). 

• New legislation would be required to establish this program. Legal and regulatory risks (particularly with regards to 
legal authority and to the Ontario Energy Board's role in setting rates and incenting efficiencies) require further 
analysis. 

Some options may impact OEB rate-setting processes and create disincentives towards Hydro One productivity and 
performance improvements . 

Providing a tax-based subsidy outside of exiting rate setting mechanism reduces incentives for customers and 
distributors to engage on operating costs and capital planning . 

The development of an appropriate program can be initiated through a letter to the Ontario Energy Board vias. 35 
of the Ontario Energy Board Act, 1998. 
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First Nations Rate Assistance - c .ontext 

• 

• 

On-reserve First Nations customers face unique challenges that impact electricity affordability, such 
as the poor quality of the housing stock on-reserve. These challenges result in significantly higher 
electricity consumption levels and cos.ts. 

First Nations living on reserve are particularly vulnerable low-income consumers: the average 
income is considerably lower compared to First Nations living off reserve and compared to non­
Indigenous populations*: 

Average income of First Nations on reserve in Ontario: $21 ,100 

Average income of First Nations off reserve in Ontario: $31,527 

Average income of Non-Indigenous people in Ontario: $42 ,506* 

Median incomes on smaller reserves can fall below $10,000 (e.g., Cat Lake FN). 

• Employment rates also differ between on-reserve First Nations, off-reserve First Nations and Non-
Indigenous individuals, as well as other indices of social vulnerability**: 

54% of Indigenous people over 15 years old and living on-reserve in Ontario are unemployed or not in the 
labour force. 

The on-reserve unemployment rate is 18.3% compared to 6.4% in Ontario generally. 

67% of families residing on-reserve are single parent families, compared to the Canadian equivalent of 19%. 

*Note: Average income for those aged 15 and older in 2010 
** Note: 2006 Census data 
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OEB First Nations Rate Report - Background 

• 

• 

• 

• 

• 

Through the First Nations-Ontario Political Accord and Canada's Truth and Reconciliation 
Commission's Calls to Action , there is a renewed spirit to work together on issues of mutual 
interest, including resource benefits sharing , the treaty relationship, and jurisdiction . 

First Nation and Political-Territorial Organization leaders have advocated for the review of delivery 
charges associated with transmission and distribution assets within the context of historical 
grievances and the need for electricity rate relief for on-reserve customers. 

The Minister committed to consider options for addressing the issue at the Apr. 18, 2016 First 
Nations-Ontario Energy Table meeting. 

In June 2016, pursuant to s.35 of the OEB Act, the Minister issued a letter directing the OEB to 
prepare a report providing "advice on options for an appropriate electricity rate (or rate assistance) 
for on-reserl!e First Nations electricity consumers." 

In order to inform its report, the OEB engaged with First Nations, including remote communities, the 
distributors serving them, and consumer groups such as the Low Income Energy Network, in a 
series of meetings across the province. It also established an Advisory Committee with the Chiefs 
of Ontario's Grievance Committee. 

• · 48 First Nations attended meetings held in the Fall of 2016 in London , Couchiching First Nation , 
Sudbury, Toronto and Thunder Bay. The OEB also held sessions with Local Distribution Companies 
(LDCs) and consumer groups. 

• The OEB provided its report to the minister on December 29, 2016. 
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- Formatted: Highlight 

Electricity Amendment Act, 2016 (Proceeds Recycling) 

EXPLANATORY NOTE 

[Insert explanatory note.] 

This draft has not been edited. 

ENE to confirm consultation plans with MOECC and MOF (and CLB?) 

E LECTRJCITY A CT, 1998 

1. Section 1 of the Electricity Act, 1998 is amended by adding the following 
clauses: 

( d.l) to continue, create or facilitate the continuance or creation of initiatives that are 
reasonably likely to reduce or to support the reduction of greenhouse gas, 1 

including initiatives relating to electricity conservation and efficiency or to the 
use of cleaner energy sources and technologies, and to provide mechanisms for 
mitigating related costs to consumersL ____ ____ __ ______ _______ __ _____ _______ ___ ___ __ ____ ___ __ _____ .. --· 

(d.2) to establish one or more mechanisms to facilitate the Government of Ontario's 
policy to smooth electricitv prices and to recover fi-om consumers the costs associated 
with such activities. including policies designed to ensure that those consumers who 
benefit from investments made in generation. conservation, demand-management and 

Comment [JPRl]: This portion of the drafting 
relates to the legacy GGRA work that we had done 
over the summer. It is a bit of a template for the 
work we're doing now w ith GAM refinan cing. 

energy efficiency bear an appropriate share of those costs;fJ.l_~tf·)J!!::_!_{~~~ -~!~IY.__l!N_e_c;!_!~ - - --- - _ .. -· {'-F_o_rm_a_tt_e_d_: _Fo_nt_:_Bo_ld ______ ___, 
designed to provide further authority context (or Government to be able to establish 
rate-(GA) smoot/zing mechanisms, including mechanisms which [rei-allocate the value 
.fitture benefits to todav's consumers ("intergenerational fairness" is the organizing 
principle).. {Ill{/ costs associated with future benefits to future consumers. This is m m nm• __ .-·{>=F=o=rm=a=tt=e=d=: =Fo=nt=: =Bo=ld========< 
consistent with our CLB advice Oil the GAM proposals.l._ __ __ _____________________ ____________________ _ .. -· {'-F_o_rm_a_tt_e_d_: _Fo_nt_:_na_li_c _ _____ _, 

Ntd-jpE flic _Q},.~~ _ (:~~1)-~~-t- _ }'~ ~~~--~!~~~~~-~!!!~ . .'!~~- .:(()_~~~?-~~ _()~~-!'0'_()_ ~~X ~ll_'!!~K~~- ~_()_!h~----_ _.- -· Formatted: Not Highlight 
_. existing 'global adjustment mechanism (GAM) provisions (including related regulation- -- ·- Formatted: Not Highlight 
.m.aking authbritv) associated with ENERGY' s rate smoothing .§_t:J.~~!~S)': ________________________ ______ .. -·{Formatted: Not Highlight 

1 FLS: Sees. 71 (2) para. 2 ofthe Climate Chang;e .. Act. 
~ •. l 
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1) IESO Makes payments to and from a newly-established entity (e.g. •--- .--- Formatted: Font: Not Bold, Not Highlight 
comoration or trust) designed to borrow large sums of money on b~~f;alfof _____________ .--.. _ >=Fo~r~m~att~e~d~: ~N~um~be~re~d~+~L~ev~e~l:~l,;;+~~~< 

CODSLfl11ers and to pay ammmts to the IESO to allow the IESO to pay those ~~~~~~~t~ c!i:e~ ~li~~;d ~t~ ~-~;. ~:I~d:nt 
ammmts into GAM as an offset to the amounts that consumers would otherwise at: os· 

--------------- -- --------------
have to pay (similar to the GGRA idea but instead of receiving money from ------1 Formatted: Font: Not Bold, Not H1ghhght 
Govemment's GGRA (an account within the cr:fUJ:lJ?. .~~I}_l~-~~!!l~~~y:J!"~!~ -~!! ___________ .. -{ Formatted: Font: Not Bold, Not Highlight 
entity which deals at arms length from both Govemment and the IESO. Dan 
Shear is to instruct on the entity. The real difference between the pavment flows 
between the IESO under the GGRA scenario versus "the entity" scenario is that 
for the latter, the IESO would also be collecting amounts to .l~P~~ -~~~-~~!!!:L ________ ___ .. -{ Formatted: Not Highlight 
(including capital and interest charges) for the amount the entity bonows. Those 
amounts are collected from consumers. Significant amow1ts would need to be 
borrowed in order to lower consumers GAM-related costs up-front to give them an 
appreciable (25 or 30 percent) total bill reduction. The repayment schedule would 
increase over time and add to both the cost at the later end (see deck (Feb 6117 
version) at slides 5 - 9 for an indication of how the bill impact would look for 
average consumers over the next 15 to 20 years.). 

•----- ----------------- - - ------------------ - --------------------------------- -------------------- ------ ---- ---- - ---------- ---- -----
_ . .-·{Formatted: Font: Bold 

I[NTD-JPR: We need to amend the IESO Fees-maldng provision [at s.25.1 to ensure _______ / Comment [JPR2]: I'm still considering whether 
we need to address the IESO 's "Fees" provisions 
which could be designed to recover any amounts 

x. (2) Section 25.1 of the Act is amended by adding the following subsection: related to the costs associated with GAM 
refinancing: it may be redundant to the IESO's GAM 
cost-recovery authority specified below. However, it 
may be an important "back-stop" to the GAM-
related authori ties to ensure that stray amounts not 
easi ly relatable to the borrowed funds (such as a 
share of the new entity's administrative operating 
expenses) can be recovered. 

Formatted: Not Highlight 

· (2) the IESO shall establish a fee to recover from consumers [all or a portion .. __________ ~ __ ... ___________________________________________________________________________________ -------------------------, 
of? the[ administrative. operational and management costs of the Financing ~i,\ 

Subsidiary to the fmancing or refmancing of all or a portion of the amounts ':i;:\. 
otherwise payable by consumers pursuant to section 25.33 and the regulations. '-:::.\ 
inc] uding but not lin1ited to all or a portion of the adm.injstration and operating \\ Formatted: Not Highlight 

'. 
Formatted: Not Highlight expenses of the entity [corporationl referred to in x. \ 

'. 
Formatted: Font: Bold 

(2.1) The IESO shall establish and maintain separate accounts reflecting the amounts 
collected from consumers and paid to the entity referred to s.53.x of the Act._ _______ .----{ Formatted: Not Highlight 
from any other books or accounts related to its operations or the fees that it 
collects for those purposes. 

x. (1) Clause 25.33 (l)(a) of the Act is amended bv adding "the entity 
[corporation/referred to in section x", after "Financial Corporation" and replace 
"under section 78.1, 78.2 or 78.5" with "under 78.1, 78.2, 78.5 or·l78.6"l _____________________ / ___ _ Comment [JPR3]: See in OEBA-related 

amendments: new s.78.6 to deal with IESO 
payments to new entity and OEB oversight. 



x. (1) Subsection 25.33 (1) of the Act is amended by striking out "and" at the 
end of clause (a), by adding "and" to the end of clause (b) and by adding the 
following clause: 

I 
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(c) amounts received by the IESO, directly or indirectly, from the Greenhouse Gas 
Reduction Account established under section 71 of the Climate Change 
Mitigation Smoothingand Low-Carbon Economy Act, 2016 for the funding of 
greenhouse gas reduction initiatives under this Act or the Ontario Energy 
Board Act, 1998 for which the costs are. or would otherwise be. borne in whole I 
or in part by consumers -l__ ________ _____ ____ ___ ______ ________________ ____ __ _________ ____ ________ ______ _______ _ 

(d) amotmts received by the IESO. directly or indirectly, from [the entity refened 

Comment [JPR4]: This relates to potential 
GGRA funding via GAM. 
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greenhouse gas reduction initiatives under this Act or the Ontario Energy 
Board Act, 1998 for which the costs are, or would otherwise be, borne in whole 
or in part by consumers . 

OLC Counsel:, next we need to require that dish·ibutors make adjustments in their 
account which recognize the funds (amounts) received from the IESO that are 
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contracts and generators or classes of contracts and generators as may be prescribed.! _________ / 

Financing Subsidiary funding, separate payments and tracking, 
(5 .2) For the P-Urposes of ensuring that amounts received from the Financing Subsidiary 
are paid toward the costs consumers are otherwise required to bear pursuant to section 
25 .3 3, the IESO shall, on behalf of consumers or the Financing Subsidiarv. 
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• - -- - ------ ---- ------ - ------ -- --- ---------------- -- --- ---- --- ------- -- ----- - -- -- -- ---- - ------- --- --------------------------------- --- -- {Formatted: Font: Not Bold 

[next, back up at the legislative level, could we next track this through to the reg. ___ ___ _____ ___ __ Formatted: Not Highlight 

making authority ill S.J14(J.J)(O l _.--- Formatted: Font: Italic I . -- -- ------------- ---- -------- --- ------ ------------ --- --- -- ------------------- - '--------------' 

Regarding whether we need to specify that adjustments under (c) may be made only with 
respect to certain classes of consumers, my current take is that I don't think so, and this is 

Why: ..._- ---- - - - ---------- - - - ---- - -- - - ---------- - --------- - - -- - --- - ------------------- - -- --- - ----- --- - --------- ---- --------- -- ~ '----·(LF_o_rm_a_tt_ed_:_Fo_n_t:_lta_li_c -----~ 
• Both s. 25.33 (1) and (2) make clear in their opening flushes that the adjustments 

may be with respect to certain, but not all, market participants/consumers. 
• S. 114 (1.3) (f) (i) provides authority to prescribe classes of market participants 

and consumers to whom adjustments will apply. 
• S. 114 (1.3) (f) (ii) is a bit different, but still refers to classes of 

consumers/distributors/retailers in respect of which prescribed adjustments would 
be made. 

• S. 114 (2) confirms that a regulation made under s. 114 (1) or (1.3) may be general 
or particular in its application. 

Of course, we could be more express, but that would inevitably draw attention to the fact 
that the consumers who may receive the benefit of the adjustment and the consumers 
paying for the initiatives don ' t exactly line up. Just to keep it in mind, there are two sets 
of consumers we're talking about here .. . the ones who are funding the initiatives (ie, the 
"consumers" referred to in clause (c)), and the ones who would be within a class that 
would get the benefit of the adjustment that all consumers pay (the consumers who would 
be within the prescribed class). I think you're only prescribing the latter. Happy to 

discuss.j ___ ____ _____ -- --- -______________ _ ----- ---- ------------------------------------------------ -- ---------------------------- --- - ;omd_ menf tG[AMJPR9]k: Relates to the legacy GGRA 
.1Un mg o war . 

(3) Section 25.33 of the Regulation is amended by adding the following 
subsection: 

Additional requirements 
(9) The Lieutenant Governor in Council may, by regulation, require the IESO, a 

distributor, retailer, generator or any other licence holder to take the steps prescribed by 
the regulations in the manner and time prescribed by the regulations, in order to 
implement or facilitate the implementation of the adjustments for the amounts referred to 
in clauses (1) (c), (l)(d) and (l)(e).-flfi:EI-(2) (c), (2)(d) and (2)(e). 

I 
1. Given the potential breadth of application of this provision, I thought it better to 
"surface" it into the provision itself, and not just deal with it in the reg-making provision. 
Again, my earlier caveats apply .. . it's hard to know in the abstract what this would and 
wouldn't authorize. Obviously not something that would conflict with the Act. Long 
story short, without specifics there's no guarantee that this'lllet you do what you need it 
to do, at the end of the day. 
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2. The fact that this is specific to clauses (c) may attract comment, e.g., why would you 

need this for clauses (c) and not for clauses (a) or (b)? l· --------·- ·- -- ----- ---·-·-···-------···----------------- ~~~"~~~~~~~~r Relates to the legacy GGRA 

x. (1) Subclause 114 (1.3) (f) (ii) of the Regulation is amended by adding "under 
subsection 25.33 (2)" after "that must or may be made". 

TBD whether s. 114 (1.3) (f) (i) and (ii) need fwther amendment, given the inclusion of 
the new clause (c) ins. 25.33 (1) and (2). I don't see anything at this point that would 
need changes. [ntd-jpr: Thanks. OLC Counsel:- could we also consider s.1140.3)(f) 
(rom the perspective o{s.25.330 )(d). (e) and (2)(d) , (e) . L __________________________________________________ .--{ Formatted: Font: Italic 

(2) Subsection 114 (1.3) of the Regulation is amended by adding the following 
clause: 

(g.O.l) requiring the IESO, a distributor, retailer or generator or any other licence 
holder to take specified steps, including [ ... ], in order to implement or facilitate 
the implementation of the adjustment of the amounts referred to in clauses 
25.33 (1) (c) and (2) (c), and prescribing the mallller in which and the timing 
by which the steps must be taken, 

Please provide examples, if possible, so that we can consider, (a) whether this reg 
authority is sufficient, and (b) whether to refer to the examples expressly. 

TBD whether s. 114 (1.3) (f) (xii) - (xv) are to be amended in any way. They provide 
authority to require that various actors provide information to various other actors "for 
the purposes of section 25.33 or a regulation made under this clause". If your clients are 
interested in a reporting requirement relating to the actual GHG reduction initiatives, then 
I think that if that authority doesn't ah-eady exist elsewhere, it could be added, but not 
here. As I read it, this is really reporting in respeCt of the adjustments, set-offs, credits, 
payments, etc. 

• Just a flag, in case it matters, that a couple of these information-sharing sub clauses 
are subject to s. 114 (6) of the Act, which deals with agreements to the contrary. 

0NTAR10 ENERGY BOARD ACT, 1998 

x. Subsection 1 (1) of the Ontario Energy Board Act, 1998 is amended by adding 
the following paragraph: 

6. To facilitate the implementation of the policies of the Government of Ontario 
respecting climate change mitigation smoothingand greenhouse gas reduction. 
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respecting the smoothing,()f.~!~.'?:f:!·j~!!'Y. R!!~~-~: ...... ...... _______ ___ .... .. .._ .. ..... --- ....... ... . / Formatted: Font: Not Bold 

x. Section 2 of the Act is amended by adding the following paragraph: 

7. To facilitate the implementation of the policies of the Govermnent of Ontario 
respecting climate change mitigation smoothingand greenhouse gas reduction. 

.. ·····{ Formatted: Indent: Left: 0", First line: 0" 

x. Section 27.1 of the Act is amended by adding the following paragraph: 

Hearings 
(1.1) A directive may specifY whether the Board is to hold a hearing, the 

circumstances under which a hearing may or may not be held and, if a hearing is to be 
held, the type of hearing to be held and the time within which it must be held. 

The underlined is what makes this different from the other provisions in the Act that 
basically have the same wording. There are already a number of places in the Act where 
you have this type of hearings provision re directives (e.g., s. 27.2 (7)). If you basically 
want the same authority in each instance, then the wording should be consistent in each 
case. There are already some discrepancies between the cunent provisions (e.g., s. 27.2 
(7) talks about types of hearings, whereas s. 28 (2) doesn't). Differences in wording will 
typically be presumed to be differences in meaning. So, the question is what you're 
intending to authorize in each case, and whether differences are intended. If you want the 
same thing everywhere, it should all be worded the same. Let me know. 

lx. The Act is amended by adding the following section: !.. ..... .... .._ .... .............. .._ ...... ..... _.. 

.Payments to the Entity, etc. 

78.6 £D.}!l.~.!~-~Q~?h?}J.I~i~~~:P:~x~~~!~:!~:!h~:~~~~:~~f~~:~:4:!~:0:~~~:g~fili~:::::::::: :-. 
Electricitv Act. 1998 with respect to amounts bonowed bv that entity for the purposes of -. 
mitigating their electricity prices: 

lnter·est, etc .. 
c22 The mso.silaY1iTiakei~v11~e~i5.i0 -ih"e-eri1:-it\i .retei~~:eJ-i0 -ii1. Pai:i ·x· 0riile.£iec·t~~ic"iiV __ _ 

Act. 1998 with respect to any interest paid or payable by the entity in respect of the 

Comment [JPRll ]: This next section combines 
the IESO's authority (requirement) to make 
payments to the entity and to recover amounts from 
consumers in accordance with the OEB-supervised 
(approved) payments and cost recovery schedule. 
It's a light-handed way of putting the OEB in a 
supervisory role without licensing. The IESO has to 
annually report on the payments to I from the entity 
and amounts collected from consumers, including 
any month-to-month/year-to-year variances. 
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amounts borrowed by that entitv on behalf of consumers for the purposes of mitigating 
their electricity prices: 

Amount and timing of payments, 
(3) The amount and timing of the payments referred to in subsection (1) shall be 

Clients: option 1: approved bv the Board? 
:option 2: prescribed bv the Regulations? 
:option 3: a function of the fmancial contracts and other arrangements referred to 
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(3) The payments referred to in subsections (1) and (2) are deemed to be debts payable to 
or accounts receivable of the entitv and not those of the IESO: 

IESO to collect 
(4) The IESO shall collect from consumers the amounts referred to in subsection (1) and 
(2) on behalf of the entity. and recover those amounts fi"om consumers, on behalf ofthe 
entity. over time. in accordance with the regulations or any order of the BoardLIJ!.tf..-iR!.·: ___ ___ .---- - {..._F_o_rm_a_tt_e_d_: _Fo_n_t:_Bo_ld ______ ~ 
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(5) For the purposes of this section, the IESO shall establish one or more variance or 
deferral accounts to separately track, administer and pay the amounts referred to in this 
section. 
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February 27, 2017 

Mr. Serge Imbrogno 
Deputy Minister, 
Ministry of Energy 
4'h Floor, Hearst Block 
900 Bay Street 
Toronto, Ontario 
M7A2E1 

Dear Deputy: 

ONTARIO 
GENERATION 

Below is a summary ofOPG's preliminary views on the implementation ofthe Province's proposed 
Global Adjustment Smoothing Account and financing structi.ue. These views are contingent on the 
proposed terms and conditions that were sent to the Ministry of Energy on February 21, 2017. 

Understanding that the finalization of the legal terms, the Trust indentures, financing structure and 
other detailed terms will take several months and will involve collaboration between legal counsel, 
input :liom capital markets, parties involved and other stakeholders, this letter is intended to provide the 
guideline and :fi:amework which could form the foundation of the plan. 

Please do not hesitate to contact me if you have any questions regarding this summary. 

Sincerely, 

Mr. Ken Hartwick 
Chief Financial Officer and Senior Vice President, Finance 
Ontario Power Generation 
W: 416-592-6985 
C: 647-544-6985 
ken. hartwick@ opg.com 

cc. JeffLyash, President and CEO, OPG 

Background: 

The Province has indicated that it will take steps to reduce electricity bills in the near term. It has 
identified reductions in the Global Adjustment Charge (GAC) charged to electricity customers as a 
means to achieve its policy goals. The Province is proposing to temporarily reduce the amount of the 
GAC charged to electricity customers (primarily RPP-eligible customers). The exact quantum and 
duration of the program is still not known but based on discussions with the Province GAC charges of 
approximately $2-5B per year for the next 5-10 years would be deferred and collected over future 
periods commencing after the deferral period. A combination of senior debt and subordinated debt 
(mainly sourced by additional equity :fiom the shareholder) would be issued to fund the amount 
deferred. The financing cost of the debt and other costs of running the program would form part of the 
amounts recovered fi·om customers over the term of the program. 

The Province has requested that OPG administer the GAC deferral, because of OPG's participation in 
the market, regulatory knowledge and the potential ability to consolidate the activity and accounting 
with OPG. Given the significant amount of financing required for the GAC deferral, OPG has 
developed a financing structure (depicted below) to : 

• restrict the risk to OPG; 
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• maximize the cost-effectiveness of the Trust or the Special Purpose Vehicle ("SPV") 
financing vehicle; and 

• allow for consolidation into OPG financial statements. 

The success of this structure is dependent on achieving a number of objectives which are reviewed in 
the following sections: 

A. Ability to Recognize an Asset and Record Revenue 
B. Ability to Consolidate the SPV into OPG 
C. Ability to Finance 
D. External Assessment 
E. Risk Summary 

All of the percentages shown in the graphic below are indicative and will be highly dependent on the 
legislation that the Province will enact: 

Process: 

Sub Debt 49% of 
GAFundinc 

Senior Debt 51% 
of GA funding 
requirement 

Customers 

Energy bills 
excluding GA 
funding 

Generators 

The IESO will effectively sell the 'right to collect' deferred future revenue from ratepayers (GA 
Recovery Right asset) to the SPV in return for cash proceeds. In order for the SPV to purchase this 
asset the SPV will obtain the financing from two key sources: 51% directly from capital markets and 
49% as subordinated debt fi·om OPG. OPG will obtain 44% of this financing as an equity injection 
fi·om the Province and 5% fi·om capital markets. 

A. Ability to Recognize an Asset and Record Revenue 

Accounting Requirements under International Financial Reporting Standards (IFRS) 
1) It is our understanding that the IESO and KPMG have concluded that the sale of this ' right to 

collect' fi.lture revenue (or regulatory asset) is not a financing transaction and will not be recorded 
as a financial liability. Based on that conclusion, the right to collect will be accounted for as an 
intangible asset in the SPV. 

2) In order to the SPV to record this right as an intangible asset, the right must meet the following 
conditions: 

• The intangible asset must be separable and arise from a contractual or legal right (i.e. 
mandated by the Legislation and SPV Indenture Agreement). 

• The SPV must have the control and power to obtain future economic benefits fi·om the 
intangible asset. 

• The SPV must be able to demonstrate that the intangible asset is purchased at fair value. 
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3) In order for the SPY to recognize appropriate revenue to offset any ongoing costs, the Legislation 
must require interest, carrying and administrative costs to be paid to the SPY on a monthly basis. 
This may result in additional amounts to be deferred to achieve the desired customer impact. 
Payment of revenue to the SPY is also important to service the interest expenses of the debt. 

B. Ability to Consolidate the SPV into OPG under I FRS 

OPG 'Contt·ol' of the SPY- Accounting Requirements 
1) In order to meet the accounting definition of' control ', accounting guidance must be considered. 

There are no bright lines to determine whether OPG has exposure, or rights, to variable returns 
from its involvement with the SPY, or whether it has the ability to affect the returns of the SPY 
through its power over the SPY. Rather, all facts and circumstances are considered when assessing 
whether an entity has control over another entity. Based on the relevant accounting guidance 
under IFRS

1 
OPG has proposed terms necessary to demonstrate that OPG has control over the 

SPY. OPG's external auditors, Ernst & Young, has provided their concurrence that based on the 
information provided to them to date that the fo llowing conditions should permit consolidation of 
the SPY by OPG. 

Directive: 
1. The SPY must be undertaken by OPG as a business initiative on its merits. A 

Shareholder Directive is to be limited to direct OPG to investigate the option of 
establishing a SPY vehicle to administer, finance and operate the Global Adjustment plan. 
The control, risk and rewards of that SPY will determine its consolidation into OPG as a 
business enterprise. 

SPY: 
2. The SPY should not operate in a predetermined way such that OPG does not have 

decision-making authority over the SPY's ongoing activities after its formation (i.e. 
should not operate on 'autopilot') . 

3. OPG must have the ability to appoint and remove the Trustee (or Board of Trustees), with 
no veto right by the Province. No party shall have the ability to remove OPG from its 
role and authority in the SPY. 

4. The Province cannot have the right to veto OPG's decisions about the relevant activities 
of the SPY. OPG must have the power over the relevant activities of the SPY and be 
compensated. The relevant activities of the SPY include (but are not limited to) the 
evaluation and decisions on financing alternatives, duration, and the strategy to minimize 
financing costs. OPG must have the power to establish operating and capital budgets of 
the SPY. 

5. OPG must have the power to determine or change operating and financing policies of the 
SPY, which will affect the variability of risks and returns. 

6. The Province or its agencies must not directly or indirectly fund (tlu·ough debt or equity) 
more than 50% .of the following: 

• The SPY 
• Any of OPG's investments in the most subordinated debt of the Trust 

7. OPG must own greater than 50% of the most subordinated debt and targeted to be no less 
than 5%1 of the total debt of the SPY. Such ownership must be financed entirely by OPG 
tlu·ough operating cash flows or external debt, without assistance from Provincial sources. 
A quantitative analysis should be performed at a later date to corroborate the 
appropriateness of the 5% tlu·eshold to support that the 5% subordinated debt investment 
is sufficient to absorb most of the expected variability in the SPY. 

8. OPG must have the ability to earn variable returns by exercising its authority, which shall 
be accomplished as follows: 

1 While the rest of the letter refers to a 10% investment in the most j unior subordinated debt with OPG owning 5%, it should be 
noted that OPG should own more than 50% of the most subordinate debt. For simplicity, the degree to which OPG's ownership 
beyond 50% is not shown in this letter. 
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a. The cash flow fi-om the restructured asset shall include interest determined based 
on a relevant benchmark that is appropriate relative to the restructured asset, plus 
an appropriate margin consistent with the relevant market and other risks 

b. OPG shall have the authority to determine the financing strategy, which will 
vary the financing costs with the objective of enabling the SPV to achieve a 
more favourable return compared to the return from the restructured asset 

c. The SPV shalf establish classes ofliabilities (senior, subordinated and the most 
subordinated). The classes would allow the SPV to delineate financing oflower 
risk investment and investment that would bear higher residual risk. The 
delineation would limit OPG's self-funded investment to a reasonable level in 
order to al low OPG to remain a self-sustaining entity. 

d. OPG shall, tlu·ough its ownership of the most subordinated liability, be able to 
captme and retain the pricing difference between cost of financing and 
benchmark for interest on the restructmed asset, or any residual risk of 
restructured asset. The targeted return of the subordinated liability should be 
reflective of the underlying risks and compensate holders for active management 
that would be required. 

e. OPG should participate in the detailed design of the above and the SPV 
documentation to ensure that it has substantive power and variability, which will 
allow OPG's Board of Directors to evaluate the opportunity as a business 
initiative instead of through a shareholder directive. 

Nothwithstanding the above, under certain Defined Forced Majeure for emergency events 
(e.g. unlikely credit market event or disruption where it is not possible to borrow from the 
market at a reasonable rate), the OEFC may provide bridge financing beyond the 
designated percentage for a defined period. The relevant terms should ensure that this 
temporary measure does not detract from the rights ofOPG to direct all of the relevant 
activities of the SPV. Additionally, OPG should not be protected from risk ofloss by the 
OEFC with respect to its subordinated investment, nor should it lose its right to derive the 
residual returns should such bridge financing be required. 

Legislation 
9. The Legislation must require interest, carrying and administrative costs to be paid to the 

SPV on a monthly basis, so that the SPV is able to recognize appropriate revenue to offset 
any ongoing costs. 

10. The Legislation must dictate the manner in which the restructured asset would be 
determined, collected, and the period of collection, so that the determination of the 
restructured asset will not be subject to the Province's decisions on an ongoing basis, but 
determined based on a formula. Alternatively, the Legislation may allow for an 
adjustment to the pre-determined deferral formula based on specific parameters that 
would limit the adjustment to the restructured asset. Adjustments beyond the specific 
parameters would require approval by the Board of Trustees. 

11 . The Legislation must be written to avoid legal or constitutional challenges and be 
irrevocable to reduce the cost of borrowing and with a specific formula which determines 
the deferral amount. As irrevocability would be difficult under Canadian law one 
mitigation would be to provide a Provincial guarantee which only applies with 
cancellation or amendment of the legislation. 

12. The spirit of the above terms should be reflected in the SPV Indenture Agreement as well 
as Legislation, wherever possible. 

2) The Trust is expected to be financed as follows: 
• 51% senior secured debt from external markets 
• 39% senior subordinated debt from OPG (via Province equity inj ection into OPG) 
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• 10% junior subordinated debt fi·om OPG (5% fi·om external markets and 5% fi·om Province 
equity injection into OPG). 

When assessing control, an investor shall consider the nature of its relationship with other parties 
and whether those parties are acting on the investor's behalf (i.e. they are 'de facto agents') . If 
OPG is assessed to be a 'de facto agent' of the Province, it will compromise the ability for OPG to 
consolidate the Trust. The split above is to meet the following conditions to ensme that OPG is 
not considered a 'de facto agent' of the Province: 

• The Province or its agencies must not directly or indirectly fund (through debt or equity) 
more than 50% of the following: 

o The Trust 
o Any ofOPG's investments in the most sub01:dinated debt of the Trust 

• OPG must own greater than 50% of the most subordinated debt and targeted to own no 
less than 5% of the total debt of the Trust. Such ownership must be fmanced entirely by 
OPG through operating cash flows or external debt, without assistance fi·om Provincial 
sources. 

3) The Province will need to conclude on whether OPG still meets the definition of a Government 
Business Enterprise as defined under Public Sector Accounting Board standards in order to obtain 
the prefeiTed consolidation treatment after the transaction. We also recommend that the Province 
to undertake the analysis deemed necessary to confirm the accounting treatment in its consolidated 
Public Accounts, including if the recognition of the intangible asset would result in an offsetting 
liability in the Public Accounts. 

C. Ability to Finance 

Prope1iy Right or Right to Collect 
Legislative Requirements for Financing 
The GA Recovery Right must be structmed to encompass the following elements: 
• Right to recover fi·om and bill Ontario electricity customers for (1) the principal amount of GA that 

is being deferred, (2) all interest and other financing costs incmred in respect of the deferral of the 
GA, (3) all fees, expenses and other administrative costs associated with such financing; 

• Repayment/amortization schedule as agreed by the IESO and any purchaser of such GA Recovery 
Right (or pursuant to a pre-defined schedule/formula that covers all of the pmchaser's principal, 
interest and ongoing financing costs on a monthly basis); 

• Repayment/amOiiization schedule must include a tTUe up mechanism to ensure all costs associated 
with the deferral can be recovered fi·om customers; 

• IESO may dispose of the GA Recovery Right, provided that any such disposition shall be a true 
sale and absolute transfer to the purchaser of the IESO's right, title and interest in and to the GA 
Recovery Right; 

• Purchaser will have the right to require the IESO (or any successor) to collect the principal amount 
of GA Recovery Right, together with interest, financing and administration costs, on the agreed 
repayment/amortization schedule; 

• Right must be irrevocable and, if amended by future governments, debt holders have the right of 
action against the government to recover the amount outstanding including interest, fees, expenses 
and any damages resulting fi·om the amendment; 

• GA Recovery Right will not be subject to any set-off, counterclaim or other defence by the IESO 
or any successor or affiliated entity; and 

• Make certain amendments to the Electricity Act to allow OPG to implement the SPV financing 
structure (e.g. allowing OPG to create subsidiaries and holding companies, and to have a beneficial 
interest in the SPV, etc). This would provide flexibility to accommodate possible variations to the 
financing structure that may be desirable over time. 

Detailed legislative requirements are specified in the attachments as follows: 
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Attachment 1 Legislative requirements to allow deferral of global adjustment amounts to be 
financeable 

Attachment 2 Statutory amendments 

The propose dfi fi h SPV' mancmg structme or t e IS: 

Ris)i Profile Source % of !fotl!) Funding 
~e_quirementSj__ 

Tranche A Senior Debt The least risky Capital Markets 51% 
Tranche B Sub Debt In between OPGviaOEFC 39% 

A&C 
Tranche C Sub Debt ) The most risky OPGviaOEFC 5% 

OPGvia 5% 
Capital Markets 

SPV structme is used to accomplish the following: 
• SPV holds right to charge customers for the benefit of debt holders; 

• Allows the financing vehicle to be ring-fenced from OPG as an SPV structure is set up as 
generally single purpose entities with no other operations that could add risk to the SPV, dilute 
debt holder rig?ts, allow parties from other operations to claim rights to the future recovery 
:fi·om customers or allow these other parties to initiate bankruptcy proceedings; 

• Enables SPV to potentially get a higher credit rating than OPG; 
• Supports consolidation with OPG provided accounting requirements are satisfied; 

This approach supports a number of objectives of the GA Recovery Right: 
• 51% external senior debt supports separation of the SPV fi·om the Province 
• 5% junior subordinated debt establishes OPG's "at risk" equity which supports separation of 

the SPV from the Province 

• Subordinated debt provides flexibility to the financing structure and additional credit support 
to external debt holders 

• Subordinated debt sourced from OPG (mainly funded by equity injection :fi·om the Province) 
minimizes impact on OPG credit metrics reducing risk of an OPG rating downgrade that could 
result in the SPV being consolidated directly with the Province as the SPV would be 
considered an arm of the Province. 

Recent transactions used as precedents are: 

Duke Energy Florida Project Finance LLC 
June 2016 
5 series of bonds totalling USD$1.3B 
Weighted average life from 2 to 19 years with interest rates fi·om 1.2% to 3 .I% 
Credit rating AAA 

Utility Debt Securitization Authority 
Sponsored by Long Island Power Authority 
March 2016 
Amount issued USD$0.6B 
Weighted average life of 12 years and weighted average yield of2.7% 

August 2016 
Amount issued USD$0.5B 
Weighted average life of7 years and weighted average yield of2.0% 

Credit rating AAA 
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Cumulative outstanding (including previous issuances): USD$4.2B 

D. External Assessment 

Shakerhill Partners, an external advisor, identified the following items in an assessment of the structure 
and financeability of the structure: 

• The structure is financeable however there are a number of significant risks to the structure: 
o Canadian and Ontario law does not provide the same protection to property right as exists 

in the US federal and state constitutions to limit the ability of governments to adversely 
impair contracts to the detriment of the holder; 

o Legislation could mitigate some ofthe risks - deferred recovery asset to be "uncapped", 
regular semi-annual true up to ensure recovery, Province provides sufficient committed 
liquidity to the IESO so that temporary shortfall in recovery does not affect payments to 
SPY, term of the deferral recovery substantially exceeds the longest maturity of debt of 
the SPY and that true-up mechanism take account of potential for currency, interest rate 
and duration mis-match between the debt of the SPY and the recovery mechanism; 

o Size ofthe program may be too large for Canadian securitization market requiring access 
to the US securitization market; 

• Final maturity of debt should not exceed 30 years from inception of the program 
• True up mechanism should be designed such that the forecast of recovery is less than 10% of 

the customer bill under downside scenarios to limit growth of the deferral balance as a higher 
portion ofthe customer bill increases the political risk to debt holders which could result in a 
lower credit rating and potential impact on financeability 

• Securitized debt products are specialized and price at a premium to other fixed rate 
instruments however a successful program supported by a strong credit rating this premium 
could shrink over time to a minor spread over Provincial debt 

• OPG's credit rating should be maintained provided sufficient equity is inj ected to maintain 
credit metrics 

• While the structure is not expected to impact the Province there are risks that the program 
could negatively impact the rating agencies view of the Province's financial management. 

E. Risk Summary 

i. Consolidation 

ii. 

iii. 

• 

• 

• 

• 

Elements ofthe proposed structure were established to support consolidation of the SPY into 
OPG. These items may not be sufficient to establish OPG as risk owner of the SPY and the 
SPY may need to be consolidated directly with the Province. 
Financeability 

The legislation establishing the structure and the property right for recovering the financing 
and associated costs may not be adequate for financing purposes resulting in more expensive 
financing or an inability to obtain the required external financing. 
Cost of Financing 

Future governments may enact legislation that changes the right of the SPY to recover 
amounts fi·om customers. 
The right to recover amounts fi·om future customers must be irrevocable and subject to full 
recovery fi·om the government in the event that future governments reduce or eliminate the 
recovery. A legal structure that is weaker than the precedent US transactions increases the 
risk to debt holders and the cost of financing. 

• Interest rates on bonds in the securitization market are higher than equivalent rated bonds. 
Rate for a AAA securitization credit is about 50 bps higher than GOC (rated AAA) for a 5 
year term. This difference is attributable to the specialized structure of the bond, smaller 
investor pool for this bond, smaller size of the market and higher perceived risks of the bond. 

• Any regulator involvement must not be seen to modify any terms of debt issued or the 
property right securing the debt as this would increase risk to debt holders . 
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• It may not be possible to issue debt to match the terms of the deferred asset so shorter term 
debt would be used which raises risk to re-finance the maturing debt as the market may no 
longer be interested in this product. As well, underlying reference interest rates may be higher 
and the market may require a higher spread to invest in this product. 

• With the GA Recovery Right program continuing for I 0 years, debt issued over this period is 
subject to changes in both the underlying reference interest rates and appetite of the market for 
this product. 

iv. OPG Credit Rating 

• Minimizing the impact of significant additional debt on OPG's credit rating is dependent on 
higher EBITDA arising from earned income on the GA Recovery Right in excess of external 
debt. Ability of the SPV to record revenue reflecting the growth in asset value. 

• Potential OPG credit rating downgrade if legislative structure is not adequate to support long 
term recoverability, inability to record revenue from growth in asset value or agencies view 
equity injection as debt. 

• OPG credit rating downgrade could result in loss ofGBE status or result in SPV being 
consolidated directly with the Province. 
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LEGISLATIVE REQUIREMENTS 
TO ALLOW DEFERRAL OF 

Attachment 1 

GLOBAL ADJUSTMENT AMOUNTS TO BE FINANCEABLE 
The IESO currently has a right to collect GA monthly from ratepayers through 
provisions in the Electricity Act, 1998. It is proposed that collection of a certain 
portion of the monthly GA be deferred for collection in the future, and that the right to 
recover the deferred GA from ratepayers be used as a basis for structured 
fmancing/securitization. 

The current proposal is for a trust to be created as a financing vehicle (the "Trust") in 
connection the deferred GA. The Trust will finance the deferral of the GA by 
purchasing the right to recover such deferred GA from the IESO for the principal 
amount of the GA being deferred. For example, if the amount of GA that is being 
deferred is $200 million in a given month, the Trust will purchase from the IESO the 
right to future recovery of the deferred GA and the associated fmancing costs 
(including interest and transaction costs) for $200 million in cash. 

The Trust is expected to finance these purchases from the IESO through a 
combination of senior secured financing raised in the capital markets and 
subordinated financing from OPG (the funding for which will mostly be from equity 
injections from the OEFC/Province). 

For accOlmting purposes, OPG will need to have the ability to direct the activities of 
the Trust, through a services agreement and/or through the Trust' s constating 
document. 

Based on securitized financing raised by utilities in the US (backed by utility cost 
recovery orders) and the current regulatory framework in Ontario, the legislation in 
Ontario would need to be amended to provide the following, at a minimum: 

1. The IESO will be empowered to create an asset (the "Regulatory Asset") 

consisting of all right, title and interest in and to: 

(a) right to recover from and bill Ontario electricity ratepayers for: 

(i) the principal amount of GA that is being deferred for collection; 

(ii) all interest and other financing costs incurred in respect of the 

deferral of the GA (whether through senior debt raised in the 

public markets or subordinated debt raised from OPG or others); 

and 

(iii) (subject to the comments in paragraph 5 below in respect of 

OPG's internal administrative costs only) all fees, expenses and 

other administrative costs associated with such financing, 

including up-front and ongoing financing costs and any indemnity 

payments; 

Page 9 



White Paper 
Global Adjustment Deferral -Discussion Paper 
Ontario Powe1· Generation (OPG) 

all on such repayment/amortization schedule as agreed by the IESO and 
any purchaser of such right (or pursuant to a pre-defined schedule/fonnula 
in the legislation that covers all of the purchaser's principal, interest and 
ongoing fmancing costs on a monthly basis); and 
(b) all revenues, collections, claims, rights to payments, money or 

proceeds arising from the rights and interests set out in paragraph (a) 

above, regardless of whether such revenues, collections, claims, rights 

to payments, money or proceeds are imposed, billed, received, 

collected or maintained together with or commingled with other 

revenues, collections, rights to payments, payments, money or 

proceeds. 

2. The IESO may dispose ofthe Regulatory Assets created from time to time 

on such terms as the IESO determines in accordance with the terms of 

directives to be issued to the IESO from time to time by the Minister, 

provided that any such disposition shall be a true sale and absolute 

transfer of the IESO's right, title and interest in and to a Regulatory Asset 

to the purchaser of the Regulatory Asset. 

3. The Regulatory Assets will not be subject to any set-off, counterclaim or 

other defence by the IESO or any successor or affiliated entity thereof. 

4. The legislation will need to recognize the Regulatory Assets as amounts 

that may be recovered by the IESO (e.g. it could be designated as a "GA 

Deferral" and would be included in the amounts collectible by the IESO 

through the GA collection mechanism, and would include interest and 

financing costs). 

5. The purchaser of the Regulatory Asset will have the right to require the 

IESO (or any successor) to collect the principal amount of GA deferred, 

together with interest, financing and administration costs, on the agreed 

repayment/amortization schedule. [NTD: In the LIPA securitization rate 

order, if the entity that is authorized to collect rates to service the 

bonds ends up defaulting, there is the ability to request a court to order 

"sequestration" and payments of amounts owing to the owner of the 

Regulatory Asset. Consider whether to include a similar right here. 

Alternatively, consider whether a security interest over the moneys 

collected by the IESO could be provided to the purchaser.] 

OEB would be provided with oversight over the internal administrative 
costs collected by the Financing Trust. This could be accomplished by (a) 
providing the purchaser of the Regulatory Asset with the right to require 
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the IESO or a successor to collect only the principal amount of GA 
together with interest and financing costs and third party fees and 
expenses, and (b) requiring the IESO to collect amounts through the global 
adjustment and make payments to the purchaser of the Regulatory Asset 
with respect to the internal administrative costs incuned by the purchaser 
in connection with the purchase and management of the Regulatory Asset 
and the Financing Trust, in accordance with the order of the OEB then in 
effect. Under this mechanism, the OEB would be required to review the 
purchaser's internal administrative costs through a streamlined process and 
issue such orders in accordance with rules to be prescribed under a new 
regulation under the OEB Act, which would clearly limit the OEB's scope 
of review and could establish the basis for the purchaser to receive an 
appropriate fee for its services. 

6. In the event that any action is taken or permitted by the Province or any 

regulatory authority that limits, alters, or impairs the value of a 

Regulatory Asset or reduces the ability ofthe IESO or the purchaser ofthe 

Regulatory Asset to collect or recover the costs associated therewith, the 

owner of the Regulatory Asset and the holders of any bonds or other 

securities issued to finance the purchase of the Regulatory Asset, will 

have a right of action against the Province for any damages suffered as a 

result of such amendment. 
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Attachment 2 

STATUTORY AMENDMENTS 

The following is preliminary and is based on our current understanding of the 
proposed structure and objectives. For example, we have assumed that the structure 
will not entail the insertion of a new Holdco between OPG and the Province. As these 
aspects are refined, some of the suggested amendments described below may not be 
needed and other aspects that we are not aware of may need to be considered. 
Accordingly, these suggested amendments are provided for discussion purposes and 
are subject to change. We would welcome the opportunity to work with OPG and the 
Ministry on refining the scope and substance of required legislative and regulatory 
amendments. 

A. Amendments to Implement Structure 

Certain Electricity Act, 1998 amendments would be needed to implement the 
anticipated structure (which we understand, as noted above, would not include a 
Holdco), as follows: 

Section 53.1(1) : Amend to permit owning and operating generation 
facilities tlu·ough subsidiaries (not only directly through OPG). In 
addition, amend to permit OPG to administer, manage, loan moneys to 
and have a beneficial interest in, if applicable, Financing Trust. 

Section 53.2: Amend to permit the Minister to acquire, hold, dispose of or 
otherwise deal with secmities or debt obligations of, or any other interest 
in, OPG or any subsidiaries. This is to accommodate possible variations 
to the fmancing structme that may be desirable over time. 

Section 53.• (new): New statutory section to permit the Minister to enter into 
arrangements relating to an exercise of powers under 53 .2. 

Section 53.• (new): New statutory section providing that creditors of 
Financing Trust have no recomse to the assets ofOPG or any of its 
subsidiaries (other than Financing Trust, if applicable). In addition, 
consideration should be given as to whether the Act should be amended so 
that the Financing Trust cannot be wound up or liquidated. 

B. Miscellaneous Corporate Items to Address 

OPG Articles: Amend the OPG's articles to remove the private company 
restrictions. 

MOA with Province: Consider whether any amendments to OPG's MOA 
with the Province are required to contemplate the Financing Trust. 

C. Amendments Under Electricity Act to Implement GA Smoothing 
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Based on our understanding that the global adjustment smoothing mechanism is 
intended to benefit residential and small business customers only and that the Minister 
will be responsible for determining how much global adjustment smoothing is to be 
,applied in a given month, if any, amendments to the Electricity A ct, 1998 and Ontario 
Regulation 429/04 (Adjustments Under Section 25.33 of the Act) would be needed to 
implement the mechanism, as follows: 

(i) Electricity Act: 

Section • (New): Establish a new power for the Minister to make directives to 
the IESO in relation to the global adjustment smoothing mechanism and, 
particularly, for purposes of establishing global adjustment smoothing amounts 

from time to time (expected to be monthly) . To the extent possible, the 
directive power should be drafted so as to limit the ability for a future Minister 
to require the IESO to do anything that would materially and adversely affect the 
Financing Trust or its lenders. [NTD: While our understanding is that the 
Minister would direct this, we note from other materials we have seen that 
OPG may instead be recommending a formula approach. It is not clear what 
the formula would look like, where it would be set out or how it would be 
applied and by whom] 

Paragraph 25.33(1): This section says that IESO shall make adjustments 
in accordance with the regulations to ensure that, over time, payments by 
prescribed classes of market participants reflect amounts paid to OPG, 
OEFC and distributors, as well as amounts paid to entities with whom 
IESO has a procurement contract. Add new subsection (c) so as to require 
IESO to ensure that, over time, payments by prescribed classes of market 
participants also reflect amounts paid to Financing Trust. [NTD: Not 
certain this is needed if only to benefit residential and small business 
consumers, who are not market participants. May be needed in 
reference to payments from distributors and retailers] 

Paragraph 25.33(2): This section says that distributors and retailers shall 
make adjustments in accordance with the regulations to ensure that, over 
time, payments by prescribed classes of consumers reflect amounts paid to 
OPG, OEFC and distributors, as well as amounts paid to entities with 
whom IESO has a procurement contract. Add new subsection (c) so as to 
require distributors and retailers to ensure that, over time, payments by 
prescribed classes of consumers also reflect amounts paid to Financing 
Trust. 

Note: As described below, the regulation will need to include new 
requirements for the IESO to record the global adjustment smoothing 
amounts in one or more variance accounts and to use those amounts to 
offset amounts otherwise recorded in the variance accounts under Section 
25.33(3) of the Act. For context, we note: 

o Section 25.33(3) says that adjustments under (1) or (2) relating to 
electricity consumed by consumers whose rates are determined by 
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the OEB under s. 79.16 ofthe OEB Act (i.e. RPP Customers) shall 
instead be made in accordance with the regulations to one or more 
variance accounts established and maintained by the IESO. 

o Section 25 .33(4) says IESO, distributors and retailers shall make 
and receive such payments, set-offs and credits as may be required 
or permitted by the regulations with respect to consumers described 
in (3), i.e. RPP Customers. 

o Section 25.33(5) says that IESO shall establish and maintain such 
variance accounts as may be needed to record all amounts payable 
or receivable by it under 25.33. 

(ii) 0. Reg. 429/04 (Adjustments Under Section 25.33 of the Act) : 

Section 1(1): Consider adding definitions for "Financing Trust" and 
"global adjustment smoothing amount" or such other terms as may be 
preferred. 

Section 1.2(1) (New): Add section providing that, for the purposes of this 
Regulation, the global adjustment smoothing amount for a month is the 
amount dete1mined by the IESO in accordance with a directive from the 
Minister under section • of the Electricity Act in respect of the month. 
[NTD: See above note reuse of Minister directives] 

Section 1.2(2) (New): Consider adding a section providing that the IESO 
shall publish the global adjustment smoothing amount for a month by no 
later than the 1Oth business day of the following month [to align with 
general publication requirements for global adjustment under s. 1.1(2)]. 

Section 10(1): Amend formula for calculating Class B GA rate by 
subtracting the global adjustment smoothing amount for a month from 
"M", which is the total amolmt of the global adjustment for the month. 
The global adjustment smoothing amount could be designated as "X", 
such that the formula would be (M-X-N)/(P-Q). Define "X" as the global 
adjustment smoothing amount for the month as determined by the IESO in 
accordance with the Minister's directive under section • of the Electricity 
Act for the month. [NTD: See above note reuse of Minister directives] 

Section 10.1 (New): Add new section to deal with adjustments under 
subsection 25.33(3) of the Act, i.e. in respect ofRPP consumers. This 
section should require the IESO to establish, within the variance 
account(s) it maintains pursuant to subsection 25.33(3) of the Act, one or 
more subaccounts in which it shall record the global adjustment 
smoothing amounts applicable to the classes of consumers described in 
subsection 25.33(3) of the Act. This section must also specify that the 
IESO shall apply the amounts recorded in the subaccounts against the 
balances in the variance accounts for purposes of section 79.16(3) of the 
OEB Act. 
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o Note: This is a key aspect because, when the OEB determines RPP 
rates, it must take into account the balances in the variance 
accounts established by the IESO under s. 25 .33 of the Electricity 
Act and make adjustments with a view to eliminating the balances 
within 12 months. This proposed new section 10.1 causes the 
IESO to reduce (in the near term) the variance accolmt balances by 
the global adjustment smoothing amounts, as provided by 
Financing Trust, thereby enabling the OEB to determine RPP rates 
that, despite being lower for RPP consumers in the near term, still 
eliminate the relevant variance account balances within 12 months. 

Paragraph 11(2)2.ii: Amend the formula for calculating the allocation of 
global adjustment for a month to a licensed distributor that is a market 
pmiicipant by subtracting the global adjustment smoothing amount for a 
month from "M", which has the same meaning as under section 1 0(1 ). 
The global adjustment smoothing amount could be designated as "X", 
such that the formula would be [(M-X-N) x (R+S-T)]/(P-Q). Define "X" 
as suggested under section 1 0(1 ). 

Paragraph 11(2)3: Amend the fonnula for calculating the allocation of 
global adjustment for a month to each Class B market pmiicipant by 
subtracting the global adjustment smoothing amount for a month from 
"M", which has the same meaning as under section 10(1). The global 
adjustment smoothing amount could be designated as "X", such that the 
fonnula would be [(M-X-N) x U]/(P-Q). Defme "X" as suggested under 
section 1 0(1 ). 

Paragraph 16(7)4: Consider amending the description of"Global 
Adjustment" that is required to be included on certain invoices so as to 
inform consumers that their portion of the global adjustment for the month 
(i) may have been reduced by the application of a global adjustment 
smoothing amount from the Financing Trust, or (ii) may include amounts 
payable to the Financing Trust in respect of global adjustment smoothing 
amounts previously applied. 

Section 20(1): This section establishes an obligation for the Ontario 
Electricity Financial Corporation and every licensed distributor that is a 
market participant to give the IESO such information as the IESO may 
require for the purposes of the Regulation in the form specified by the 
IESO and before the expiry of the period specified by the IESO. Consider 
amending to extend this obligation to the Financing Trust. 

Section 20(6): This section provides that on request by the OEB, the 
IESO, a licensed distributor, an embedded generator, a retailer or the 
OEFC shall give the OEB such information relating to this Regulation as 
the OEB may require, in the fonn and within the period specified by the 
OEB. Consider amending to extend this obligation to the Financing Trust. 
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D. Amendments Under OEB Act to Implement Cost Recovery for Financing 
Trust 

Amendments to the Ontario Energy Board Act, including amendments to 0. Reg. 
95/05 (Classes of Consumers and Determination of Rates) and the introduction of a 
new regulation, would be needed to implement a cost recovery process for the 
Financing Trust in relation to the global adjustment smoothing mechanism, potentially 
with limited OEB oversight, as follows: 

(i) Ontario Energy Board Act: 

Section 78(3.3}: This provision establishes an obligation for the OEB, when 

determining rates for the retailing of electricity, to take into account balances in 
variance accounts established under section 25.33 of the Electricity Act and to 
make adjustments "with a view to eliminating those balances within 12 months 
or such shorter time periods as the Minister may direct." Consider whether any 

amendments are needed, and confirm this works with the framework being 
proposed . 

Section 78.7 (New): We understand that the Province may want the OEB to have 
an oversight role. One possible approach would be to establish a new statutory 
section establishing that the IESO shall make payments to the Financing Trust 
with respect to the internal adm inistrative costs incurred by the Financing Trust 
in connection with the purchase and management of the Regulatory Asset and 

the Financing Trust. Such payments by the IESO would need to be made in 
accordance with the order ofthe OEB then in effect, which orders sha ll be made 
by the OEB in accordance with rules prescribed under a new regulation. 

o The new regulation would need to be clear that the OEB does not have 
jurisd iction to consider the principal amount or any interest, financing 
costs, third party fees or expenses. Rather, OEB's role would be limited 
to considering the internal administrative costs ofthe Financing Trust 
and ensuring the Financing Trust receives an appropriate fee for its 
services, all of which would be recovered by the Financing Trust from 
the IESO, which would collect those amounts in the global adjustment. 
Note that, if this approach is accepted, the IESO and distributors and 
retailers would need the authority to collect such amounts as part of the 
GA and IESO would need the authority to pay such amounts to the 
Financing Trust. As such, additional amendments would be needed 

under 0 . Reg. 429/04. 

Note: Section 79.16 ofthe OEB Act does not require changes, but the 
significance ofthis provision shou ld be understood. 

o Section 79.16 gives the OEB responsibility for determining electricity 

commodity prices for eligible consumers. Eligibility is determined under 
Reg. 95/05 (Classes of Consumers and Determination of Rates), which is 
also known as the Regulated Price Plan (RPP} Regulation. 

o Section 4(2} ofthe RPP Regulation defines RPP-eligible consumers as low 
volume consumers (i.e. those who annually use less than 150,000 kWh 
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or such other amount as prescribed), consumers with demand of 50 kW 
or less, residential consumers that have accounts with distributors, 

consumers who annua lly use 150,000 to 250,000 kW of electricity, and 
consumers who have accounts with distributors if in the farming 

business. 
o Paragraph 6(1}3 of the RPP Regulation provides that " In determining the 

rates (for RPP-eligible consumers), the Board shall forecast the cost of 

electricity to be consumed by the consumers to whom the rates apply, 
taking into consideration adjustments required under section 25.33 of 
the Electricity Act, 1998 and shall ensure that the rates reflect those 
costs." 

o The Ontario Energy Board has developed a Regulated Price Plan Manual 
(revised February 16, 2016} to describe the processes and 

methodologies it uses for determining electricity commodity prices that 
are charged to RPP consumers pursuant to Section 79.16 of the OEB Act 

and paragraph 6(1)3 of the RPP Regulation. 

(ii) 0. Reg. 95/05 (Classes of Consumers and Determination of Rates) 

Paragraph 6(1)3: Amend so as to require the Board, when forecasting the 
cost of electricity to be consumed by the consumers to whom the rates 
apply, to take into consideration not only the adjustments required under 
section 25.33 of the Electricity Act but also the application or prior 
application of global adjustment smoothing amounts determined by the 
IESO in accordance with Minister directives under section • of the 
Electricity Act, and to ens].lre that the RPP rates reflect those amounts. 
[NTD: See above note reuse of Minister directives] 

{iii) New Regulation (Payments to the Financing Trust) 

If the OEB is to be given the ro le of reviewing and approving the recovery of 
OPG's internal administrative costs for the Financing Trust under the potential 
section 78.7 (see above), then this regulation should describe the process and 
criteria pursuant through which the OEB would determine the amounts that the 

IESO would be required to collect through the globa l adjustment, in accordance 
with section 25.33 of the Electricity Act, and pay to the Financing Trust in 
respect of the provision of global adjustment smoothing amounts. This part of 
the regulation should establish: 

o any reporting requirements from the Financing Trust and/or the IESO to 

the OEB in con nection with the global adjustment smoothing 
mechanism; 

o the frequency of the OEB making determinations under this part of the 

regulation; 
o the process through which the OEB shall make these determinations, 

which should be a stream lined administrative process rather than a 
public hearing process or, if a hearing is needed, then the scope of the 
proceeding should be clearly and narrowly constrained so as to deter 
intervenor involvement, lengthy proceedings and reduce/eliminate risk 
to recovery by Financing Trust; 
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o the basis for the OEB's determinations as to the payments that sha ll be 
made to the Financing Trust, which should specify that: 

• the Financing Trust shall recover its prudently incurred internal 
administrative costs on a forecast basis each year; 

• the Financing Trust sha ll receive an appropriate fee each year 
(with some guidance as to what would be appropriate); and 

• the approved payment amounts shall be collected by the IESO 
through the global adjustment and paid to the Financing Trust in 
accordance with the order of the OEB then in effect. Note that 
0. Reg. 429/04 would likely need amendments to permit IESO 
(and distributors and retailers) to collect these amounts through 
the global adjustment. 
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(2) Subsection 25.33 (2) of the Act is amended by striking out "and" at the end 
of clause (a), by adding "and" to the end of clause (b) and by adding the following 
clause: · 

(c) amounts received by the IESO, directly or indirectly, from the Greenhouse Gas 
Reduction Account established under section 71 of the Climate Change 
Mitigation Smoothingand Low-Carbon Economy Act, 2016 for the fi.mding of 
greenhouse gas reduction initiatives tmder this Act or the Ontario Energy 
Board Act, 1998 for which the costs are, or would otherwise be, borne in whole 
or in part by consumers. 

OLC Counsel:, next we need to require that distributors make adjustments in their 
account which recognize the funds (amounts) received from the IESO that are 
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paid by the entity (the bonowed funds) in order to combine those amounts with 
the amounts that consumers will pay under clause 25.33(2)(a): 

(d) amounts received by the IESO, directly or indirectly, fromf~~l!-~!~g ______ _____ __________ .--{ Formatted : Font: Not Bold 

Subsidiary for which the ~osts lare, or would otherwise be, borne in whole or in __ / 
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(i) Consumers who participate in the Board' s Regulated Price Plan 
established under section 79.16 of the Ontario Energy Board Act, 

Comment [JPR6] : These are the costs related to 
GAM which consumers are otherwise responsible 
for. but for which the amounts paid out by the new 
entity are being used. in part, to address (lower). 
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(ii) Consumers who are eligible to participate in the Board' s Regulated 
Price Plan established under section 79.16 of the Ontario Energy Board 
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[ntd-jpr: one o(the purposes of our GA-related work is to reflect the 
'' \ · ... 

· "intergenerational" nature o(the benefits (and costs) that we're attempting to 
reallocate. I've tried to tailer an object (mocked-up above as an amendment to s.2) .__ ____ \_ 

x. Section 25.33 is amended by adding the following subsection after subsection (5): 

[OLC Counsel:. below I'm trying to clarify that (or the GGRA funds received by the 
IESO, that the IESO may be reqii.ired (via regulation -amendments to 0. Reg. 429104) 
to settle certain contracts and classes of contracts with certain generators and classes 
o(generators using GGRA amounts. This is to ensure that Govemment can always 
track the GGRA funds as specifically and separately as required in. order to match 
those amounts paid out o(the GGRA with the GHG~lowering initiatives which the 
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(5 .1) If required by the regulations, the JESO shall separately track and account for the 
amounts it receives pursuant to clause 25 .33(l)(c) and to direct such amotmts to the 
contracts and generators or classes of contracts and generators as may be prescribed.! ____ _____ / 

Comment [JPR8]: This is just preserving the 
GGRA-traacking/tracing to specific FIT and GEIA 

Financing Subsidiary funding, separate payments and tracking, 
(5.2) For the pul])oses of ensuring that amounts received from the Financing Subsidiary 
are paid toward the costs consumers are otherwise required to bear pursuant to section 
25.33, the IESO shall, on behalf of consumers or the Financing Subsidiary, 

(a) allocate amounts received from the Financing Subsidiary toward the amounts 
otherwise payable by consumers under section 25.33(1) in accordance withl!J!!! ______ : 
(or clients.: need instructions here: the schedule approved by the Board? ___ __ ____ _____ . 
Altemativley, do we plan to place instructions right in the legislation? 
Consider.[ 

~' 
' " 

(b) recover the amounts [tztd_:i,tl~es_f! a~·e. thf! ~mou_'!!~ -~()_r!_m~ed by !1!_£!. flna~Jci!!g _s_t~b _j .;.· 
including interest costs/ to be paid by the IESO to the Financing Subsidiary 
pursuant to subsection 25 .33(2) from consumers in accordance with [ntd {or 
clients: need instructions here: the schedule approved by the Board? 
Altemativley. do we plan to place instructions right in the legislation? 
Cons ider.l _________ ____ _________ ______ ___________ ___ __ ____ __ ____ ~ __ __________ __ _____ _____ ______ __ ____ ___ ____ ____ ; , 

.... 

(c) recover the amounts. on behalf of the Financing Subsidiary. of administrative, /. 
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(1) that consumers would otherwise bear; 
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(v) any variances between the amounts reflected in subclauses (i) and Formatted: Numbered+ Level: 1 + 
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True up, 
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Entity funding, distributors, separate payments and tracking, 
(5.3) Ifregui.red by the regulations, distributors and retailers shall separately track and 
account for the amounts received from the IESO, and payments it makes to the IESO, the 
entity [corporation/ referred to under Part X of the Act, pursuant to clause 25.33(1)(d) o1· 
(e), and to direct such amotmts to the entity [corporationl in such manner as may be 
prescribed. 

. . . - . - ·- • I 

Instructions ({or ensuring reg-making authority can capture what it needs to! how 0.; 
Reg. 429104 would need to reflect (track separatelv) both the amounts relatell to GGRA. 
funding and I or {imded via refinancing (settlements with the new "Entity!') 
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•----------- ---------- -- ----------------- ------- ---- -- --- --- --- --------- ---------- --- ------------ --- -------- ------- --------------- --- -- { Formatted: Font: Not Bold 

[next, back up at the legislative level, could we next track this through to the reg. _____________ / Formatted: Not Highlig~t 

making autfzori(JJ ill S.Jl4(1.3)(0 l - __ / Formatted: Font: Italic I -- -- -- ---- -- ----------------- ----------------------- ----- -- -------- ------------
Regarding whether we need to specify that adjustments under (c) may be made only with 
respect to certain classes of consumers, my current take is that I don't think so, and this is 
why: ._ _________ __________________________ ______ __ ___ ___ ________________ __________ __ ________ ____ ______ ___ __ _______ __ _____ ___ I--_--{ Formatted: Font: Italic 

• Both s. 25.33 (1) and (2) make clear in their opening flushes that the adjustments 
may be with respect to certain, but not all, market participants/consumers . . 

• S. 114 (1.3) (f) (i) provides authority to prescribe classes of market participants 
and consumers to whom adjustments will apply. 

• S. 114 (1.3) (f) (ii) is a bit different, but still refers to classes of 
consumers/distributors/retailers in respect of which prescribed adjustments would 
be made. 

• S. 114 (2) confirms that a regulation made under s. 114 (1) or (1.3) may be general 
or particular in its application. 

Of course, we could be more express, but that would inevitably draw attention to the fact 
that the consumers who may receive the benefit of the adjustment and the consumers 
paying for the initiatives don't exactly line up. Just to keep it in mind, there are two sets 
of consumers we're talking about here ... the ones who are funding the initiatives (ie, the 
"consumers" referred to in clause (c)), and the ones who would be within a class that 
would get the benefit of the adjustment that all consumers pay (the consumers who would 
be within the prescribed class). I think you're only prescribing the latter. Happy to 

discuss.\ ______ __ _ -------------------------_-------------_ ------------------------ ----- --------- ----- -__ __ ------- ------ -----------___ Comment [JPR9]: Relates to the legacy GGRA 
funding of GAM work. 

(3) Section 25.33 of the Regulation is amended by adding the following 
subsection: · 

Additional requirements 
(9) The Lieutenant Governor in Council may, by regulation, require the IESO, a 

distributor, retailer, generator or any other licence holder to take the steps prescribed by 
the regulations in the manner and time prescribed by the regulations, in order to 
implement or facilitate the implementation of the adjustments for the amounts referred to 
in clauses (1) (c), (l)(d) and (l)(e),-arul-(2) (c), (2)(d) and (2)(e). 

I 
1. Given the potential breadth of application of this provision, I thought it better to 
"surface" it into the provision itself, and not just deal with it in the reg-making provision. 
Again, my earlier caveats apply .. . it' s hard to know in the abstract what this would and 
wouldn't authorize. Obviously not something that would conflict with the Act. Long 
story short, without specifics there's no guarantee that this'lllet you do what you need it 
to do, at the end of the day. 
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2. The fact that this is specific to clauses (c) may attract comment, e.g., why would you 

need this for clauses (c) and not for clauses (a) or (b)? L. ·---- -·----··-------·----- -- ----------- ··- ----- --'····- ~~~n~~~~~~:~r Relates to the legacy GGRA 

x. (1) Subclause 114 (1.3) (f) (ii) of the Regulation is amended by adding "under 
subsection 25.33 (2)" after "that must or maybe made". 

TBD whether s. 114 (1.3) (f) (i) and (ii) need further amendment, given the inclusion of 
the new clause (c) ins. 25 .33 (1) and (2). I don't see anything at this point that would 
need changes. [ntd-jpr: Thanks. OLC Counsel:- could we also consider s.JI40.3)(0 

,J..:.[!--"·o'""m"'-'-'th~e"""p~e::.:.1-"''S<C..p-"'ec""t""il'-"'e;..:o~f--"s"'. 2"-'J'-'---=-3 3=-(._,l ..L-)'-"(d"-'-)L.., ...,(e'-'-)--"a""n""d'-'(-=2.L.2G'-"d"'),_, '-=(e;LC) .,_,.1 ... ______________________ ___ . _______ __________ ________ ---{ Formatted: Font: Italic 

(2) Subsection 114 (1.3) of the Regulation is amended by adding the following 
clause: 

(g.O.l) requiring the IESO, a distributor, retailer or generator or any other licence 
holder to take specified steps, including [ ... ], in order to implement or facilitate 
the implementation of the adjustment of the amounts refened to in clauses 
25.33 (1) (c) and (2) (c), and prescribing the manner in which and the timing 
by which the steps must be taken, 

Please provide examples, if possible, so that we can consider, (a) whether this reg 
authority is sufficient, and (b) whether to refer to the examples expressly. 

TBD whether s. 114 (1.3) (f) (xii) - (xv) are to be amended in any way. They provide 
authority to require that various actors provide information to various other actors "for 
the purposes of section 25 .33 or a regulation made under this clause". If your clients are 
interested in a reporting requirement relating to the actual GHG reduction initiatives, then 
I think that if that authority doesn't ah-eady exist elsewhere, it could be added, but not 
here. As I read it, this is really reporting in respect of the adjustments, set-offs, credits, 
payments, etc. 

• Just a flag, in case it matters, that a couple of these information-sharing subclauses 
are subject to s. 114 (6) of the Act, which deals with agreements to the contrary. 

ONTARIO ENERGY BOARD ACT, 1998 

x. Subsection 1 (1) of the Ontario Energy Board Act; 1998 is amended by adding 
the following paragraph: 

6. To facilitate the implementation of the policies of the Govemment of Ontario 
respecting climate change mitigation smoothingand greenhouse gas reduction. 



9 

7. J'2J?:~jJj!?:~~-!h~.J~Rl~~~l].~~!!~l)_gf!h~J~2E~_i_~~-2f!h~.9-~.Y~~~~-~~!_~J_Q~!?:~i_() .. _____ / Formatted: Font: Not Bold 

respecting the SffiOOthing,()K_~!~_<?!!·j~~tJ'J?!_i~~-~: ________ __ __ ___ __ ___ ____ .. ___ .. ______ _____ _________ _ / Formatted: Font: Not Bold 

x. Section 2 of the Act is amended by adding the following paragraph: 

7. To facilitate the implement~tion of the policies of the Government of Ontario 
respecting climate change mitigation smoothingand greenhouse gas reduction. 

+ --- -- {Formatted: Indent: Left: 0", First line: 0" 

x. Section 27.1 of the Act is amended by adding the following paragraph: 

Hearings 
(1.1) A directive may specifY whether the Board is to hold a hearing, the 

circumstances under which a hearing may or i:nay not be held and, if a hearing is to be 
held, the type of hearing to be held and the time within which it must be held. 

The underlined is what makes this different from the other provisions in the Act that 
basically have the same wording. There are already a number of places in the Act where 
you have this type ofhearings provision re directives (e.g., s. 27.2 (7)). If you basically 
want the same authority in each instance, then the wording should be consistent in each 
case. There are already some discrepancies between the current provisions (e.g., s. 27.2 
(7) talks about types of hearings, whereas s. 28 (2) doesn't). Differences in wording will 
typically be presumed to be differences in meaning. So, the question is what you're 
intending to authorize in each case, and whether differences are intended. If you want the 
same thing everywhere, it should all be worded the same. Let me know. 

lx. The Act is amended by adding the following section: L.: .. .._ ............ .._ .._ ...... .._ . .._.._,\ ---
.Payments to the Entity, etc. 

78.6 .CDI~-~-m-~9 -~h~_l_l_ ~~~:~ :ti~x~~~!~:!~:!h~: ~~!liX:i-~f~~~~:!~I~:~~~X~fili~:::: :::::::-. 
Electricity Act, 1998 with respect to amounts borrowed by that entity for the purposes of '-
mitigating their electricity prices; 

Interest, etc. --- ----- ----- -- .. ·------ .. ---- -- -- .. ·----- --- --- ------ ---- ------ ----- ----- ----- -------- --- ------ ------ -- -----
(2) The IESO shall make payments to the entity referred to in Part X of the Electricity 

Act. 1998 with respect to any interest paid or payable by the entity in respect of the 

Comment [JPRll] : This next section combines 
the IESO's authority (requirement) to make 
payments to the entity and to recover amounts from 
consumers in accordance with the OEB-supervised 
(approved) payments and cost recovery schedule. 
It's a light-handed way of putting the OEB in a 
supervisory role without licensing. The JESO has to 
annually report on the payments to I from the entity 

\ and amounts collected from consumers, including 
any month-to-month/year-to-year variances. 

\ Formatted: Font: Bold 
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amounts bonowed by that entity on behalf of consumers for the pmposes of mitigating 
their electricity prices; 

Amount and timing of payments, 
(3) The amount and timing of the payments referred to in subsection (1) shall be 

Clients: option 1: approved bv the Board? 
:option 2: prescribed by the Regulations? 
: option 3: a function of the fmancial contracts and other arrangements refened to 

in S. 25 . 32 l?JCJJc:.Ul?-.~ _!H~C:!!".~C:[ty_!J_C:!J~2~L1.!?~l:i: ll!.f!.'!J~~C!!?.~_t(y_~ f1:l.~!. r:f.~s_~g_f}~e_cJ.? Z.. .......... ------ {>=F=o=rm= a=tt=e=d=: H="ig'=h="lig'=h=t ======e=< 

Debts of entitv ............... .......................... .... .......................... ... ................................. - - -- -- {~F_o_rm....:a_tt_e_d_: _Fo_nt_:_Bo_ld ___ ___ _) 

(3) The payments refened to in subsections (]) and (2) are deemed to be debts payable to 
or accounts receivable of the entity and not those of the IESO; 

IESO to collect 
(4) The IESO shall collect from consumers the amounts referred to in subsection (1) and 
(2) on behalf of the entity, and recover those amounts from consumers, on behalf of the 
entity, over time, in accordance with the regulations or any order of the BoardLf!.~t!-:iJ?!..: ...... - --- -- {'-F_o_rm_a_tt_e_d_: F_o_nt_: B_o_ld ______ __, 

this allows the OEB to establish a repayment schedule and collection (cost-recoverv) 
schedule.[; 

Variance accounts, etc .. .................................. .................. · ................... ... .................... ------ {'-F_o_rm_att_e_d_: _Fo_n_t:_B_old _ _____ ____, 

(5) For the purposes of this section, the IESO shall establish one or more variance or 
defenal accounts to separately track, administer and pay the amotmts refened to in this 
section. , Formatted: Numbered + Level: 1 + 

/ Numbering Style: a, b, c, ... + Start at: 1 + 

Board oversight 
: Alignment: Left + Aligned at: 0.25" + Indent 

/ at: 0.5'' · 

(6) At least once during each fiscal year and as often as the Board may require, the IESO 
shall submit to the Board and the Board shall review, a report detailing the payments and 
amotmts that the IESO has paid or collected under this section: 

/ [ Formatted: Font· Italic : 
' . 
' ' 

''• 
... // 
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: 

(a) Payments made during the fiscal year to the entity; ..... ...... ~ ---------------· ······· ·---------- j:/ 

(b) The amounts collected on behalf of the entity from consumers~ ............................. ··<-
(c) The amounts which are reflected in any deferral or variance accounts [ntd-jpr: .... .... . 

which track or reflect the differences z-. lo ........................................... ................ . .. . .. _ -', ',, ',, 

(d) Such other information as the regulations. or the Board may from time to time - .. ·-.. 

require.__ .......................... ..................................................... ..... ............... .... .. \:.:·.\ 

Commencement 
xx. This Act comes into force on [insert commencement rule]. 
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What are the commencement instructions? 
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[Entity Mandat~------------------------------ - --------------------------- - ------- - ------------------------------------------ - -------- - --
The Fo llowing table depicts either a prescriptive or flexible mandate for a new entity estab lished 

to manage Globa l Adjustment (GA} smoothing. 

_-_This mandate cou ld be esta blished t hrough legislation or t hrough a combination of legislation 

and the constating documents ofthe organization (e.g. artic les of incorporation, trust indenture) 

or a comb ination of both. 

The focus of the governance princip les would be to reinforce the distance and independence the 

entity has from Government . 

OEB ro le (leve l of supervision ) can be smal l or moderate depending upon need fo r oversight by 

an independent energy regulator versus risk perception of financiers. 

, ~lement _ · ,· _ :1 Presc~ip~ive Mandate '! Flexible Mandate . -~ 
[ Objective _-_Smooth impacts of the Global 

Adjustment Mechanism (GAM) 

in order to allocate costs to 
ratepayers across a [25 I 30] 
year time horizon, in accorda nce 
with the following parameters 
Legislated loa n and interest 
repayment mechan ism with 
recourse to rate-payers on ly 
(cost of capita l and financing 
costs) 
OEB oversight (annually) but no 

licensing or rate-order. 
Could have OEB set overall cap 
for co llection each year, allowing 

entity to recover according to 
prescribed ru les within specified 
range. 

CONFIDENTIAL- DRAFT FOR DISCUSSION PURPOSES 

Smooth impacts of the Global 
Adjustment Mechanism (GAM) 
in order to allocate costs to 
ratepayers across a 25-35 year 
time horizon, guided by the 
following parameters 
All decisions to balance the 
interests of current and future 

ratepayers, taking into account 
facto rs including but not limited 
to: 

o Current and expected 
futu re demand fo r 
electricity . 

o Current and future 

expected number and 
composition of 
ratepayers 

2__ Total cost of electricity 
and expected future 
changes to the cost of 
electricity 

Legislated loan and interest 
repayment mechanism with 
recourse to rate-payers on ly 
(cost of capita l and f inancing 
costs) 
OEB oversight (annua lly) but no 
licensing or rate-order. 

o Cou ld have OEB set 
overa ll cap for collection 
each yea r. allowing 
entit y to recover at will 
within specified range. 

o Cou ld accom modate 

Comment [DSl]: I assume this is not 
the place to discuss the nature of the entity 
itself, but rather its mandate? There are a 
number of additiona l points we could 
include about t he nature of the entity if 
desired. 



Sources of Financing - Borrow via the !Ontario Financing 

Authority {OFA) ~~-~~-~!" _______________ 
commercial terms 

GAM Payment & - In year 1 provide $X billion to 
Financing Approach finance the cost of GAM 

{hereafter known as "Annual 
Financed GAM Payment"}, offset 
by a deferra l account to be 
recovered from ratepayers 

I - Over years 2 to x, reduce Annual 
Financed GAM Payment 
amounts, relative to the year 1 

I total {$x bil lion}, such that the 
decrease is not greater than 2% 
of the total annual cost of GAM 
from the prior year 

- Starting in year 1, recover, on a 
month ly basis, interest expenses 
related to accumulated debt 
from electricity ratepayers 

- Reduce Annua l Financed GAM 
Payment amounts to $0 or less 
{once less than $0, this becomes 
a charge to ratepayers) in 12 to 
15 years 

- In years a to b, Recover 
accumulated debt via a charge 
to ratepayers over remaining 10 

I to 13 years {25 years tota l}, 
provided that the annual 
increase in the charge to 
ratepayers is not greater than 
2% of the tota l annual cost of 
GAM from the prior year 

CONFIDENTIAL - DRAFT FOR DISCUSSION PURPOSES 

moderate role for OEB 
to manageLsuQervise 
entity's (and IESOs) 
collection schedule. 

0 Ambit of OEB role cou ld 
be constrained by reg. 

- Current and expected future 
interest expenses 

- Seek lowest cost of financing 

------ ~i_t_~~~ -f-~C?!"!l.~-~~- g_r:~ _C!!"_?:~ _p_~!"!Y ____ 
lenders in order to balance cost 
and risk to ratepayers 

- Deve lop and deploy borrowing 
strategies to minimize cost and 

mitigate ri sk to ratepayers, 
considering factors above 

- In year 1 provide $X billion to 
finance the cost of GAM 
{hereafter known as "Annua l 
Financed GAM Payment"}, offset 
by a deferra l account to be 

recovered from ratepayers 
_-_Each year, the New Entity will 

submit plans for approva l to the . 
OEB that propose a rolling [5 yr I 
10 yr] declining Annual Financed 
GAM Payment schedu le, such 
t hat the annua l decrease is not 
greater than 3% of the tota l 
annua l cost of GAM from the 
prior year. 

- Prescribe criteria OEB to aQQiy in 
aQQroving or regui ring changes 
to such schedule. 

- Manage the recovery of interest 
expenses land administrative 

cost~!-~!~~~~- ~~ -~~-C:~-~~!~-~~~ --- - - - _ 
debt from electricity ratepayers 

- Manage the recovery of 
accumulated debt over a 25-35 
year period 

_-_Financed Annual GAM Payment 
schedules and recovery of 
accumulated debt shou ld take 
into account the interests of 
both current and future 
ratepayers, while ensuring long 
term financial stability for the 

Comment [052]: It would also be 
possible to require the entity to seek 
lowest cost of financing from the OFA or 3rd 

party under the "Prescriptive Mandate". 

Comment [DS3]: Any prudency test for 
ad min costs? 



I 
1-

new entity~ 

Mechanism for - Legislation would provide the entity with the right to recover debt, 

Recovery from interest and administrative costs from rate payers. 

Ratepayers - Prescriptive mandate: legislation prescribes who pays and in what 

proportions 

- Broad mandate: Board has discretion to determine recovery, - -
f..rT}_e_ ~~-'!!~-~~~- ~~ -~! ~-'=~~!~!~¥. ~~~~-~-~~-~-~~ ~-1 ~ -~!2.e.~!!¥:--------------------.-------. -

- Amendments to IESO mandate (obiects) and GAM 12 rovisions to 

authorize IESO to receive and 12a'!' amounts from and to entity:; 
- monthly: amounts to be settled (se12a rate ly:) w ith IESO, 

distributorsLretailers t hen co llected from co nsumers and sett le w ith 

IESO. IESO makes [1ay:ments to entity: . Se12arate re12ort ing can be 

ex[11 icitly: mandated. 
- IESO to re12ort annua ll y: to OEB about these sett lements se12a rate ly:. 
- Variance accou nts estab lished w ithin entity:, IESO, distributors to track 

12ay:ment flows and variances . OEB oversight of accounts (re12orting on ly:) 
- .0. R~!()_~ ~_!: _ Q ~-~ _~~~_I~ -~~t_ ~'!~-~~! ~ _c_~ R -~o ~- ~-~ !1. ~-a_ I r_e_~~'!~ r¥_ ~-~ ~ ~()-~ .. '!! ~-~ ~-~~- _ _ _ 

re12ay:ment schedu le or cou ld be 12rescribed. 
- Amendments t o OEBA: "Rate mitigation" added to Board's obiectives 

re electricity:; 
- Entity:: OEB cou ld receive and review annua l re12o rt from entity:. 
- No OEB license or rate-order for entity: (light touch) versus overseeing 

re12ay:ment schedu le or even fixing L a1212roving same (cl oser to rate-

making). 

- ~ ~?.9. -~!2.e.~ !!! c_a _I!¥. ~~-!;]~ !~e_~ _~o_ rf}_a_ ~<_e_ _!2_<3_¥0_ ~ -~!~ _ !()_ ~ ~_t_i~x_: ___________ ______________ . _ 
- Regulations 12rescribing criteria and rules re. 12ay:ments as reguired. 

- .,C?R~i_(J!l_~_l : _~-a_~- f_L! ~!~_e r_ ~ i ~~-~ rT}_~c~! b_e_ _ Q E_B - ~()_1~ -~e_ : -~e_~_ti -~~- ~_a_12_ ~ ~ _______________ . _ 
re[1ay:ment schedu le via reg. or. __________________________________ _______ _____________ 

- OEB could fix entity:'s rate: OEB's a1212rova l of interna iLo12erating costs 

together with approva l of schedu le and sett ing hard cap. 

Ontario Energy Board - New Entity to submit to the OEB on an [annual] basis its rolling S year 

I Oversight declining An nual Financed GAM Payment schedule la nd/ or charge 

rate payer~~_<:! _~ ~rf} _C! ~-~!~~_:t_e_ -~~-a_! -~~-e_ _1?!<3.~ _a _I !!}_~~_~!~~- !!~_ rf}_<l_ ~-~ ~-~e__ <3.~9- _ _ _ _ _ _ _ 
maximizes be nefit to both current and future ratepayers, while 

mitigating ri sks 

- New Ent ity to submit annual business plans to the OEB for review and 

approva l. This review would exc lude any pre-existing debt obligations 

and wou ld ensu re that all associated debt covenants are respected 

!Contract with IESq' _ ~ ____ ~~-~ -~ ~-~i~_v: -~()_ ~-n~~~ }_r!~<J-? __ c_()_f!! rf}_e_ ~~} ~-'! _ ~~ ~~-ca_ ~~-~~-~- ~.cca_ !1.1}~ rf}~ ~~- :"'! ~!"! _ _ _ _ _ _ I -- ----
IESO whereby IESO will co llect a portion of GAM to service debt (see 

cost-recove r'{ amendments above) 

- Once the GAM payment switches to a cha rge (as described in "GAM 

Payment & Financing Approach"), t he New Entity will contract co llectio n 

from ratepayers to t he IESO, while retain ing all rights and obligations 

associated with co llection of this charge 

- The contract between the New Entity and IESO will establish an annual 

(monthly?) mechanism to reset payment and recovery amounts, as 
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Comment [054]: What do you mean by 
this? 

Comment [055]: Why do we need 
this? We can wrap this up in the overa ll 
settlements work performed by the IESO, 
with leg/reg support as needed. 



estab lished by through the Ontario Energy Board review process 
described above 
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