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A proposal to create Legislation.

Fair Hydro Plan Act, 2017, if enacted

EXPLANATORY NOTE TO BE ADDED BY LEGISLATIVE COUNSEL TO ANY
FINAL BILL PRIOR TO INTRODUCTION.
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ELECTRICITY ACT, 1998

1. (1) Section 1 of the Electricity Act, 1998 would be ame e y adding the
following clause: At N

s < ,,
Notc GGRA ~„
~ ,,,, , , ~s, •1

~ f~-I/i✓ i ' ~~~i~~rj ': ~
~~~ ~~~~ f~onfirm if they should be

y(2) Clause 1 (f) of the Act would be 
str~N: 

nd the following substituted:

(f) to protect the interests of consu-ith respect to the adequacy, reliability
and quality of electricity r e~

(f.1) to protect the intere
electricity, includi
initiative;

f
~Six~ce the . ~~§,_ . m . ~~~ ~{w, f~rM .

~ ' ~firlancin.., initiative is a ~ ;' ~ern~ d ~ ~ ~~learly required to be
>  -.~ `

 
 ` ,~mp~~s~~~~ted unde~y ~e new substantive pro~~islons~ the Ac ~I m1i'll not sure why this

heeds fo~ÿ*—#dress~ , in the pu • ,;aJ~ clause. Howe, ~, 1 have included a purpose
provision as per yp~ tru~~~; 4 SY

umers with respect to the prices they pay for
ction of those interests through the Hydro financing

Article l — Purpose

The proposed new legislation will likely include a large number of provisions
intended a~y')port the "financea )flit 1" of the structure. As a result, it mays-, make
sense for J ~ the Bill to create a new'° . ~f energy
statute, much like the Green Energy and Green Economy Act, 2009 created the Green
Energy Act, 2009.

The new legislation would have a purpose clause that explains the objective of
intergenerational fairness. This would be useful for the markets to see, and may help
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support the validity of the legislation from a constitutional law perspective (charge
vs. tax)

x. Subsection 2 (1) of the Act would be amended by adding the following
definitions:

"Financing Entity" means the trust established by Ontario 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 ensure costs to Ontario electricity consumers are allocated fairly over
time, taking into account the useful life of new sources of and te#Vlogies for
electricity; ("French")—,_,

iiiii ~i~iiiiiii,~rrriiiir.. s~o~o,»»»atrossssss~ r-7.. r?v s~nrv>'»  ~cf-~

[Note: I have applied the precedent of~the sinârt metéring mrtiàtiVè as per Ÿoü~~
instructions. Just want to reiterate my concern that the reference to government policies
is really vague (which initiatives 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.] 

f
~ 

T

[Note: To consider -- by describing the initiative as we have in the above definition; `
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 prices, 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.]

0'
Article 2 - Definitio

The new legislaMon will include many new defined terms. One important term
will be "Funding Shortfall" (or equivalent wording). This will be the net
reduction in cash flows to IESO as a result of the reallocation of a portion of
the Global Adjustment to later periods of time. Currently, the "Funding
Shortfall" would be limited to the Global Adjustment attributable to the
procurement contracts, but this is a question that still has to be settled.

Another important defined term that is worth noting is "Replacement Event".
This is an event under which the market would want to replace a person who
has responsibility to take essential actions under the program (including

2
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1_,DCs, 1E SO and OFIG), like invoicing and collecting amounts. The triggering
events are likely to include insolvency and breach of duty/obligation.

Another key defined term is "Transition Charge". This is the amount that will
be calculated and applied to the "deferral consumers", based on the amounts
of payments due under funding obligations incurred to cover the funding
shortfall (i.e., what we have until now been calling "deferral repayments").

Another important defined term will be "Treasury Plan". This will be the
written plan prepared by OPG relating to the sale of the "regulatory asset(s)"
to the OPG Financing Entity (sometimes previously referred to as the
"Financing Trust") and the debt issued by the OPG Financing Entity to the
markets.

Another defined term will be "True-up Amount". This is a key provision for
the market. It allows for a catch-up for estimate/actual adjt &ents and to
address consumer non-payment credit losses. %kld

A further defined term will be "Undertaking of the Provj
promise by the Government not to impair the prog
by the market, even though it will be understood
investors to enforce the promise, or get damagAS if t

e,N,

his will be a
ill be expected~ P

may be issues for
is a breach.

x. (1) Subsection 6 (1) of the Act would be,~j~ed by adding the following
clauses:

(q•1) to enter into agreements o arr ;&,- , ents with the Financing Entity;

(q.2) to engage in activities r making payments to and receiving payments
from the Financing E 

6,
der Part V.2, as required under this Act, and to

engage in relaters tt 
p 

nt activities;
{~  s 

l Y Y 
C . ~..(~1~ 

~ 
i.- ~~,,,  

'an

C.:.i..<
! ' j- 

// dote. Ts some of this covered U el~use i C`oùld~~ addrëss~this liy eXpanding
upon clause (i)? Trying to understand whether there is any potential overlap.]

(q.3) to engage in activities related to the
of the OROit/regulatory âsset] created under section XX, which activities may
include,

[s Ie/dispositi on/ convey ance/assignunent

'i2~1✓i!i~" /"-'SfSS,.{/%//,'~P~?fer:   :

fote: As discu5sed;'please con~irm terminologÿ. ,

(i) incurring liabilities in relation to the ri tlassétj;

(ii)
~ t'rr>f>J%~~''~ttF53rf<4<~~T.'~i{~/~r~.~~//'//f{fSr?:iiii{{~{{';;.

rsoi tng/âssignin~ ~spos~ng of?]
Entity;

the r' v to the Financing
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,r 
~C~~ (iii) assignin~ [ ~ tfa set~ to third parties;

«- . c<.,tsSSu.rn»~c~ru:~,,r 
/~r'r~ < ' 

~au-%.~:-
~~ote: I don ~~~nderstanc~ (~ii •< r thought the rig~ts to the as'set urere~eing assigxie~~~~~
the trust and nobod~,~~J§ 2,1

(q.4) acting as a recovery agent for the Financing Entity in relation to [the

~ iss sset]

x. (1) Subsections 25.33 (1) and (2) of the Act would be repealed and the
fb~llowing substituted (TBDJ.1-1

s„ ier our telephone..discussion today (March 27), there seems to be ongoing
e about the policy,di beg,

f~1(!f ~~~ .`~, / ỳzA ,  ,~ ~~~~,~`r✓✓/l~Il ., . j~ :vr.Ç
'
, ~~li  want to am~~xl th~'~~ so tha `t ~~1c)r%y received trp~~~~~and the.,~

~raney recoy~~~c~.~y,t~e, - ~q paxt of the initial CrA calcl~lat~on?

1)o }f ant to le âf é the G` ection as is and add a
for the IES0 to conduct additional adjustments WI`W~ M
~11 .' 25.33 04 his second adjustment would b''f f a-ed in after th
,alculatedi So it would be a further adjus t of what has alrcae~f ;,een adjusted under,~, •, ,

•~ t ~ M;; .~

~flnÇ  
 ie"~ 
>~ ~,~~yl 

r-

~~~ ~~ 
 
A ~~1 

OPTION 2:
Deferral adjustments, 25.33 ai
25.33.2 (0.1) For the purpoe' of thi 'ection and sections 25.3~~

(a) authorize
ontai
recover

~~
~siw ~r✓ > .
~~~a new section)

,payments referred to 
~tiiib CJAlU1 is£

~i

~'entia , eans [the hydro fi' ncin t~•u established by>
o~~~er Generation J) po' Jf4 th ole purpo# of #ina g_the'

Hof the balance in the deferral accounts= rj such (other];;
entity as may be< ~~tribed by regulation;

(b) "deferral account" means the, deferral account established undé 
25

(c) al amount" means th''~` ount recorded in the deferral account"
leach month during tl~e,zZ'  d x~r~~ periods,, 

(d) "deferral and rec,W,;,' per od" means the eriod from ]v[ay ✓' 2Ô 7
April 30, 2047;

1, `

~ ~~~

c iaiiii~~uvL»»viv>ra:✓n.✓aiau~~r,✓na..c~{a~ceaiiraiiiiiiainr^ayssuviiiiirraiaiaii..viiiiiiiisssyiir,✓iüi<✓last>•<swi~sse~s sss.:air✓~ xp

(c) deferral consumer means`, consumer wha'is a member of a ̀class ,;
consumers prescribed by the regulations fofg purposes of sections
25.34 and 25.35;

[NTD: This will be set out in a new sR fiôn 4(3) of O. Reg. f
,05/05 and will reflect OREC-eligible consumers other than non-
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6 d connected customers of IPAs (who would not pay â GA
charge anyway). Note that this is not quite the same as "RPP-
bligible" consumers.]

(f) "electricity supply cost' means the amount calculated according to the
formula:

(A+B+C+D)-E

where,

A is the amounts paid by the IESO to generators, the Financial`.
Corporation and distributors, whether the amounts are determined
under the market rules or under section 78.1. 78.2 or 78.5 of
the Ontario Energy Board Act, 1998,

B is the amounts paid by the IESO to entities with whom the IESO has a
procurement contract, as determined under the procurement contract,

[NTD: A and B use exactly the same wording as is set out in
(a) and (b) of the existing ss. 25.33(1).]

C is

[NTD: C is the "net new" costs associated with the GA
deferral. These are costs that the IESO will record in the GA
deferral account established under s. 25.34, and that the IESO
(or its assignee) will subsequently recover. These costs
consist of the interest and financing-related admin costs
associated with the GA deferral (which costs will be flowed
through from the hydro financing trust to the IESO). These
costs do not include the principal amount deferred and
(recovered, since that is already captured as part of A and B.

The "net new" costs in C will be recoverable solely from a
newly prescribed class of consumers - deferral consumers (i.e.
those consumers who will benefit from the GA deferral). The
rules for the recovery of these costs will be part of a new
subsection 4(3) of the RPP Regulation.]

D is any other amounts that may be prescribed by regulation,

[NTD: Paragraph D would give us flexibility to add new cost
categories by reg. if/as needed now or later.]

[GGRA-related amendments are removed for the time-being]

and

E is any other amounts that may be prescribed by regulation,
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i flexibility-1ô âM—new' cost
categories categories by reg.

Question for le ounsel: If in the future HOEP were to exceed
ontract pric dlor regulated rate sumably the formula
Mould still work i.e. in suc qse the art unts for A and B would
simply be ative amount" jntd-LSii IESO appears to agree with,
that idea, ~d on our shared appreciation of how s.25.33 works
today.]

(f) "reduction period" means"
ending April 30, 2018;

(g) "RPP Regulation" means Ontario Reguiation (Classesof,,.
Consumers and Determination of Rates).

~~~~i}eiit~ p11~~~~ adjustmentsf ~s,,
Adjustments b
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~4xellect the electrlczty  supply cos,n

[NTD: "Thére w «`two "classes"of consumers in Ontario that are_
pr,~~ rgibed" ford :'` purposes ofd PP-"plus" deferral —the EA regulation
thât "prescribe; z the a cla es w ,l refer to,( r be aligned with) the

`s ' ' "1 The first class are thetwo classe s~ soil ëd in the RPP gulatiorQ )
defer, ) c orers (see de  # ~n a +e), and the set g~i class (or
defie d b' onsumer) will e oxy Tor d to HyciPii consumer
who' ̀ bij. only be allowed to increase year-over Oi r according to,
rule *bed *bed in a new s. 6.1 of the RPP Regulatio

W/M. ce accounts
(3) The IESO shall, iq accc~ âif6 üfth the regulations, establish and maintain,

such variance accounts May be necessary t ,3ecord,.;all amounts payable or?Fi . .

C64, by by it under this section ar;under s~}pns~ ~,4  and > , in accordance
with such rules Mi6equirements asffiay be ed Iegulation. Intd-DAN. / /eff
"this section" even though this provision is part of anew s.25.33.2 —did you want "this
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section" to refer to "section 25.33"? If so, then we'd add this to the lis t w4m(Ml b J @ WJ
referencing proposed new s.25.34 and s.25.35. Consider.]

[Drafting note: We can prescribe the different variance accounts that must
be maintained, and the different amounts that must be tracked and
accounted for, by the IESO. Among other things, the IESO will presumably
need to establish variance accounts related to the GA deferral and payback,
to take into account timing and other differences. Any financing costs
associated with these variance accounts (over and above the financing
costs passed through to the IESO by the authorized entity (the hydro
financing trust) would be subject to Board scrutiny.]

Same, distributors and retail 1rs

O4 Distributors and retail ~" shall, in accordance with the regulations, establish
and maintain such variance accounts as may be necess~Y£,Wppcord all amounts
payable or receivable by them under this section and and r séctions 25.34 and 25.35,
i n accordance with such rules and requirements as may be prescribedby regulation.

N_X. The Act would be amended by adding the following sections:

Deferral account
25.34 (1) The IESO shall establish a deferral account to record, for each month

during the reduction period and the deferral and recovery period, the difference
between,

(a) the amounts that would be payable by deferral consumers in respect of the
electricity supply cost for the month under section 6.1 of the RPP
Regulation, and

(b) the amounts payable by deferral consumers in respect of the electricity
supply cost for the month under section 6.2 of the RPP Regulation.

[NTD: IESO to confirm whether the differences between (a) and (b) would
be recorded monthly.

Explanatory note: The Board will determine a rate ünder"a nëw s. 6.1 of
the RPP Regulation that will essentially follow the same process the
Board uses to establish the RPP rate, except that it will establish a rate for
the deferral consumers (which is a slightly broader class than RPP
consumers). The Board will also determine a "proxy" rate for the deferral
consumers, calculated according to a different set of rules set out in a
new s. 6.2 of the RPP Regulation. The rules in s. 6.2 will establish the
"proxy" rate for a "proxy" Toronto Hydro customer consuming an average
of 750 kWh/mth, to achieve an all-in tax-included total bill amount
reduction of approximately 17% (the bill reduction for GA deferral + 8%
OREC will result in an all-in bill reduction for May 1, 2017 — April 30, 2018
of 25% over the May 1, 2016 — April 30, 2017 period). There will be



8

additional rules dealiing with bill increases and full repayment of the GA
deferral by April 30, 2047.]

Note that because we refer to the new provisions in the RPP Regulation,
we will need to amend that regulation before the introduction of the
proposed legislative amendments. Drafting of the proposed RPP
Regulation amendments is underway.

Do we need to create a parallel provision requiring distributors and;;
retailers to establish deferral accounts as well?]

(2) The IESO shall record interest on the balance of the deferral account at a rate
or rates reflecting the costs incurred by the IESO, or by any assignee under section
25.35, to finance the amounts recorded in the deferral account.

(3) The IESO shall also record in the deferral account the costs incurred by the
IESO to finance the amounts recorded in the deferral account.

[NTD: This is a placeholder for what we will need here. The concept is that
ss. (2) and (3) will ultimately apply to the interest and admin costs incurred
by the hydro financing trust (assignee of the right of recovery under s. 25.35)
in providing funds to the IESO to finance the GA deferral. Those interest
costs and admin costs will be fully recoverable through section 25.35,
subject to Board scrutiny presumably limited to verifying the calculations.
This is not intended to address interest and costs incurred by the IESO and
recorded in the variance accounts established under ss. 25.33(5).]

Recovery of GA deferral amounts
25.35 (1) The IESO shall have the right to fully recover the balance recorded in the'

deferral account. [The Board shall authorize?] recovery of the balance from the
deferral consumers over the deferral recovery period in accordance with the prescrt4eq'
rules.

[NTD: What role should the Board play in determining the amounts
recovered each year (within the smoothing parameters that are prescribed)?
For e.g., could the Board set rates such that the year-over-year increase in
the proxy Toronto Hydro customer's all-in bill was less than the maximum
permitted under the prescribed rules?

The prescribed rules will be set out in the new s. 6.2 of the RPP Regulation,'
which will determine how much the "proxy" Toronto Hydro customer's
monthly average bill can increase year-over-year (after the reduction period).
Basically, for the first four years after the reduction period, the increase will
be limited to CPI. For the balance of the deferral and recovery period, the
increases will be limited to 10%, with an overarching requirement that the
deferral amounts be fully repaid by April 30, 2047.]

8



9

very
() The IESO sha(Î have the rig ̀ f to assign, in whole or in part.,

more?] authorized entities, the IESO's rights under subsection (1).

[NTD: This is largerp placeholder for what needs to be addressed here.
We will need to dete tine how to characterize this transaction. For e.g., will
it be an outrighAssignment? Will it be a series of assignments? Should it
~Ie racterize s a "sjt"? Ht?r 5w~lt this t(ansaction be implement 55

way of ~`dr tracf"t étwee~W e, 0 a "- the Trust? We will n667 tihea' 
input of external counsel and other, ,' 4 at it adequately supports
the „contemplated „financings.]

N r<sy, t,,
Co n,.~~

Payments tb âssignee
(3) In the event of an assignment to an üthorized entity under subsection (2), the

1ES0 shall, through its billing and settlement systems, make payments to the
authorized entity of the full amounts paid to the IESO in respect of the rights assigned.

[NTD: This is largely a placeholder for what needs to be addressed here. lin
addition to requiring IESO to make paymenfes;t ,tlüeauthorized entity, do we
need to inclu P. elicit provisions giving Yfîéss~gnee the right to recover
the amoun~91n, deferral account that are covered by the assignment?

We will need provisions dealing with billing and payment as between the
authorized entity and IESO. We will also have to decide whether the interest
and admin costs incurred by the authorized entity will simply be passed
through to IESO, or whether the authorized entity (or OPG) will have an
^ pportunity to keep any profits made on financing activities (swaps, etc.) by
establishing some sort of "reference rate" that IESO would have to pay (and
that might be differeiii an the rate(s) the authorized entity woul&#wave to
Oay). A middle ground that could be considered would be to cap the amount
of profits the authorized entity (or OPG) could make.

Along similar lines, the amounts charged by OPG to th uthorized entity to
provide admin services should be subject to Board review (e.g. for
reasonableness). This would not jeopardize the ability of the authorized
entity to recover all of its costs (since it would affect the amounts OPG
could recover from the authorized entity).

IWe also need tt pcontemplatoO, rovision that if there is a change of law by
>the Governmen~of Ontario that materially adversely affects the ability of the
authorized entity to fully recover the assigned deferral account amounts,
then repayment of those amounts will be accelerated and become
immediately due and„pçyabte.]

x. The /kCt would be amended by adding the following provisions after s.29:

Transition Charges -- Ratepayer Obligation to Pay a Transition Charge
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s.29.0.1 (1) Each consumer in the class of ratepayers to which this program applies
(previously referred to as the "deferral consumers") will have a direct statutory
obligation to the OPG Financing Entity to pay its share of the deferral repayments
(principal, interest, financing costs).

Indebtedness of Ratepayers —
(2) This will be a debt owed by the consumer directly to the OPG Financing Entity.
If it is not paid, the OPG Financing Entity can sue the consumer directly through the
agreed procedures. This is identifying an explicit and identifiable revenue stream for
the comfort of investors.

Separate tracking - distributors,
(3) This debt is separate from the debt owed by the consumer to its LDC, although
the LDC will be the collection agent.

No set-off, etc. [see similar" provision at EA s.29.0.3(2)J
(4) This debt cannot be netted out against any amount 

oweVN'7.
DC to the

consumer (e.g. year-end credit to consumer on equal tttor~l   

Allocation of Ratepayer Payments
(5) If a consumer pays less than its total invoiced
allocated pro rata between the deferral repay 1h dkt
LDC.

Transition Charges are Irrevocable

,,nt, the payment will be
the amounts owing to the

(6). This is intended to prohAq ersal of amounts that must be paid to meet
the terms and conditions of MV nding obligations to be incurred under the
program.

The deferral epay is are clue regardless of whether a finfflicing obligation
incurred und - th treasury plan is consistent with government policy at the
time a related p yment obligation arises.

If the Fair Allocation Plan is amended after a finding obligation is properly
incurred, any inconsistency in the payment profile will not impair the existing
funding obligation or the pass-through of related payment amounts as
Transition Charges.

Anti-avoidance; No-by-pass

(i) The idea here tracks the U.S. transactions, which say that the obligation of a
consumer to pay Transition Charges cannot be "by-passed". If a consumer leaves

10
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the grid, he or she will still be obligated. See the highlighted text in the definition of
"Ratepayer" for a sense of how this may be accomplished.

This concept is a key to a rated market financing and will need to be developed
further.

For example, self-generating customers could be charged a flat fee (for
example, equal to the amount that would be payable by the "representative"
Toronto Hydro customer that underpins the current government policy on the
25% or some other basis.)

Distributor, agent for Financing Entity,
s.29.0.2(t) LDC is agent for the OPG Financing Entity. LDC must invoice the

deferral consumer the deferral repayment amount - referable to the items described
in "Finance Amount" (i.e., an amount already borrowed).

IESO - Calculation of the Period Transition Charge

(2) IESO will calculate the total amount of deferral fmanc' ~ll be repayable
in an a % l licable E e.~. 6 month eriod. p ~ IP

(3) PESO will then determine the deferral repayme
based on a prescribed methodology for allocating w

consumers.

from deferral consumers
nts to individual deferral

MW
Notice of Transition Charges, IESO to gfs tors

(4) IESO will then inform each e amount of the deferral repayments to be
included in the invoices issued to XhNieferral consumer in the LDC's service
territory.

0
Adjustments jnul: Co 4tle~ Def6-r•al repayment amount final]

(5) Deferral consumers cannot challenge the amount of the deferral repayment
showing on their invoice unless there is a substantial calculation error.

Successors of Electricity Distributors —
(6) Any successor of an LDC will be bound by the same obligations as the original
LDC re: billing and collecting deferral repayments.

Successors of IESO —
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(7) Any successor of the IESO will be bound by the same obligations as the original
IES re: billing and collecting deferral repayments from distributors Intl--LVB: what
about fr-om consumers?].

Appointment of an Alternative Invoicing Agent jt\'TI) — this provision may he moved
closer to the powers/authorities of the OPG financing entity.]

(8) If a "replacement event" (as defined in any payment obligation incurred to fund a
deferral) occurs in respect of an LDC, the OPG Financing Entity can appoint
someone else as the OPG Financing Entity's agent to collect deferral repayments.
The LDC must sign whatever agreements and assignments are needed to enable the
replacement agent to collect the deferral repayments from the LDC's deferral
consumers.

Regulatory Asset Owvner has Standing y,

(9) The OPG Financing Entity (or investors through their s rb will be able to sue
LDCs for failing to properly calculate or invoice the fi -,M •. epayments.

29.0.3 Collections and Remittances Collecti, a emitting Deferral Re ayments

(1) If a "replacement event" (as defined i 3ayment obligation incurred to find a
deferral) occurs in respect of an LD ' o ~ fl l~O, the OPG Financing Entity can
appoint someone else as the OP ' Fi - Entity's agent to collect and remit
deferral repayments. The LD ~ 0, as applicable) must sign whatever
agreements and assignments ar ee"Ned to enable the replacement agent to collect
and remit the deferral repay e . "Replacement Events" are necessary to investors
to safeguard against a we~ Wing money in a distressed circumstance.

No Set-off, etc. Isee , 'nrrla provision at EA s.29.0.1(3)1

(2) The deferral repayments cannot be netted out against any amounts owed by the
party responsible for collecting those repayments.

Sequestration,

(3) If any LDC or the IESO fails to remit deferral repayments, the OPG .Financing
Entity can get a court to order the LDC or IESO, as applicable) to 9sF !, do
SO.

12
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x. Subsection 53.1 (1) of the Act would be repealed and the following substituted:

Objects of Ontario Power Generation Inc.
53.1 (1) 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 objecis ppears in the current
provision, but it seems very odd. ]'his suggests that the objects are unlimited, which
doesn't seem to be the intention but I could be wrong.]

Owning and operating generation facilities.

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

N
3. Providing financial and other support to the IESO in its ac iti in relation to

the hydro financing initiative. A

4. Engaging in such financing, borrowing, lending
transactions to support the IESO with short-t

5. Providing equity, not exceeding the pr
capacity of the Financing Entity.

Subsidiaries
(1.1) Ontario Power Generation

more efficiently conduct its activiti

x. Section 53.2 of the Act

Rights of the Minister
53.2 (1) The Minisl%6 pd behalf of Her Majesty in right of Ontario, may acquire,

hold, dispose of and otherwise deal with securities or debt obligations of, or any other
interest in, Ontario Power Generation Inc. or any of its subsidiaries.

C!,
eZrreate one or more subsidiaries in order tove its objects.

ted activities and
or 1.- g-term financing.

mount, to support the financing

e repealed and the following substituted:

Agreements
(2) The Minister, on behalf of Her Majesty in right of Ontario, may enter into any

agreement or arrangement that the Minister considers necessary or incidental to the
exercise of a power under subsection (1).

x. The Act would be amended by adding the following Part:

' FLS - this provision is based on s. 49 of the Act
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PART V.2
HYDRO FINANCING INITIATIVE

FAIR HYDRO FINANCING PLAN

Establishment and adoption of the Fair Allocation Plan

A. 1 (1) The Minister of Energy [may/shall] establish a "fair allocation plan"

(a) The purpose of the plan is generally to try and reallocate the portion of GA
attributable to the procurement contracts over the anticipated useful life of the
generation assets under those contracts.

This is the intergenerational funding of the Green Generatjp Initiaitves.

One policy question is whether the amounts deferred and t j) iod over
which the deferred amounts are repaid are to be limite i portion of GA
attributable to the procurement contracts and to . • i ated useful life of
the generation assets under those , tra t- s7

- From a constitutional validity perspective Ned lie- e a financeability
perspective) these limits are very important—

0
modelling - uj~~i this link is required.

Principles and Parameters,

(2) Based on this initial c j--%p (which is only illustrative to advance the
initial stakeholder disc u e Minister would determine the details of the
"fair allocation plan", r. Est take into consideration the following
principles:

The d i erre i 'A costs should be spread over a period not exceeding the
anticip. remaining useful life of the generation assets under the
procurement contracts

The plan should specify the length of the "reference periods", to
identify which deferral consumers are responsible for which deferral
repayments

• The share of the deferral repayments to be allocated to deferral
consumers in each "reference period" should reflect a reasonable
assessment of the remaining anticipated useful life of the generation
assets under procurement contracts and perhaps to the benefits

14
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received by those deferral consumers from the procurement contracts
(e.g. transition off coal)l

• No deferral consumer group should bear a unreasonably
disproportionate share of the deferral repayments. That could be
limited to a maximum amount, determined on a formula basis, if it
makes sense tot he stakeholders

In making the allocations, real (i.e. inflation-adjusted) dollars should be
usedThe fair allocation plan is made using forward-looking information
and projections.

lf, after the fact, the Minister determines that a Ratepayer Group paid
more than would otherwise would have been the case had the
projections for such period been accurate or other considerations come
to light, adjustments to the plan could be made. Ow

Attribution Methodology 

3) The program will need to define how deferral AW s «ill be allocated
;, ~s~ippropriatc share of aggregate adjustment a

Confirmation] [Reviewl of the Fair Alloc Ti

Confirmation] [Review] of the Fair All

— [OEB?]

'Ian __ [OEB?]

(4) Consideration will be need--- -~~,a, Wing the level of review and
confirmation of the plan is i ed % - appropriate. For example, should the
scope of review be limited I ations only? If there is a need for review,
then consideration will b e • d as to who will be the reviewer and under
what authority, etc.

THE TREASURY PLAN

Power to Prepare and Implement the Treasury Plan

A.2 (1) The "Treasury Plan" will be prepared by OPG. It must follow the
requirements set out in this Part. Accounting considerations will need to be factored
into this delegation, as well as the degree of province input initially and on an on-
going basis. [Note for leg counsel: We will need to create the necessary sub-
delegation authority]

Required Terms and Conditions of the Treasury Man
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(2) The Treasury Plan will establish the basis for OPG making funding decisions,
which will need to align with the Fair Allocation Plan.

Power to Review and Approve the Treasury Plan

(3) The Ninister may designate one or more persons to review, and require changes
to the Treasure Plan. This review could also be even to the Minister.) ~,, ss
G ;CC ~<'lj"//I/1ifi1~~M11) # %r 

This
/~~✓/  ✓/ fl>'

Obligation to Apply IESO Remittances,

(4) OPG will need to ensure that pass-through amounts, transferred to it as agent for
the OPG Financing Entity, are only used to repay the debt and related costs.

Nan-Recourse,

(5) The Treasury 1111n will provide that the investors and other
will not have recourse to the IESO, LDCs, agents, the OEB or th
where such parties fail to comply with applicable law. This
contracts under which a financing arises.

} - F The documentation creating the Fundin ~ bl' ations must expressly
state that such obligations are not guarante• +y tl ' Province.

NOTE: See IESO/Stikeman's language fo „ ulatory Asset" above.

Incurrences are Binding,

(6) A failure to implement the Treas
deferral amounts or the validity of

NOTE: Separate from t
very rough sketch of so
Plan direction.

The sketch wil
discussions w

~~~' '`~~ ~ ̀ ~~' ~~~g?~3~°, ~ g7
~~~3 5 ~ 7 ~.f~~s~~ 

acting parties
Ince, except

odified in the

ury_' ill not impair the pass-through of the
ise valid funding obligation.

ve provisions, we will also be preparing a
e items that might be included in the Treasury

stration purposes only and will be for use in
alders including OPG aril IESO.

V,
»

~~ iiZ r✓. fv~p~~ nyfv5~/

~s~ s'U. ~ ~'~~~ I%z~i~ /f~
e e ~'t c r É~"g-Va l.~ vtYYY';

!~Y~~~~~ ~~~~~ ~~ ~~~~ ~~~~T;é

/

~ w„ ~~/~~~A s h~sty~$~• ~r  r'9~~,SS

f
~~r~/

` {~~~~jç~~~ yy~..~~t`G"= .I~~iAé~~ > f6.;. û@~,.~G6Jl7ff. ~sl8~"ë I

16
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~~

~~ - a 9."R
< P.:1 -

C✓'~~ ~~ j€ ,~f ~~/f
y

<
y,,

,
'f
£~i~~%4, ~ ~~/

i

n

i ~(,~~ca~4'° S ~j/ ~ 
y{ rSl ~ 

sRISt t\aitYt ~K~~ditt{RK tt~S~td'S at l~it.{i~~ '~J

FINANCING ENTITY

Financing Entity, established or prescribed
Al. (1) For the purpose of accomplishing the 1i

may,

(a) direct Ontario Power Generation

(b) direct Ontario Power Ge
prescribed by the  ulat

Would the g rection f

~r%,.»~
ow to structure thz

aancing initiative, the Minister

stablish and operate a trust; or

Admà nist~~;;~ an entity

'{ , ~~lfr~ S~£lr , ,~/ ;✓ ~ ~ ~ '~   ~~~ ~-,~,;~
i~s`~{~~t~~é~ude a~s~~~~onal instrt~ction  ,;~~

00

Duty of Ontario Powe Gen ration Inc.
(2) Ontario Power- Ge ration Inc. shall comply with the direction of the Minister.

[Note: Once 
()

PCT t` lies actàon under A 1 ir1 accordanc v rtÎi'~ ' ister'S direction,
what happens àf at e paànt in tl~ Bure, the Màtlrst u ants; fifre nt e.ntity,,,Q,
'%_V the zole o ; S ~ Is thz ;s 

s
~l~ at needs a~J

~r~

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

accomplish the hydro financing initiative.
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~ël✓« Srë mpôsinrg~~ vër 1„̀  l~~î ~tx~nssôri t ie --inw
after, how will these obhations~ mced? Who will

these obligations`? (e.g. ~~~ould th`~'~i ~'elir <s,or officers o
OPG be respi~ ~3~~~£or meeting these' obligatz z3s as the body, l tablishes/mana;
the trust or ovérsees`the designated enti ;~j;~

FF). As a`ptactical`'
bn ible for meeting

'the trust`?). Or will the

Activities
(2) To achieve the object, the Financing Entity shall engage in the following

activities:

~ ~ `Rest want to confirm that tliis should be "slaAr ~ t̀not `I "',~F£̀

1. Borrowing funds from the Financial Corporation or from such other persons or
entities ~ rrescribed`? ] .

2. Investing funds.

3. Making payments and loans to the IESO or such othe, -74, as may be
  prescribed in accordance with the regulations [ of the Boardl.w
tc  1 think it would be best to 5peety whether the rczl&!ould be set put in f
~ r to avoid conftislon]
,Should the "loans" Ian gua

g from the 1, E'! I

r~  
,. sE 

~~
~~~Nu~i " ~ adf ~~t ✓{.

4. Receiving payments from the IES&N~Tch other person or entity as may be
prescribed in accordance w

5. Issuing securities or d manner prescribed?].

6. Engaging in any acjC'1~ ,, including entering into such transactions,
o~agreements ar e ents as may be prescribed and in accordance with the

regulation.

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
it has charged to Ontario Power Generation Inc. or the IESO, or that it has been charged
by the Financial Co ioration, in relation to those operations, to the Board for review.

-. RXtxi

??f . f u

18
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Board recommendations, etc.
(2) The Board may review the expenditures and charges referred to in subsection (1)

and make recommendations to the Financing Entity as are appropriate in order to ensure
the most efficient operation and management of the Financing Entity
consumers.
[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«
need for replacement Language.]

zvr?
in order to protect

Deemed assets, entity,
A4. Despite any other provision of this Act or the Business Corporations Act, the

assets and liabilities which are resident in and form part of the property of the Financing
Entity shall not form part of the assets and liabilities of Ontario Power Generation Inc. or
any of its subsidiaries for any purpose.
[Note: You posed a question about excluding an OPG subsidiary from this rule. Please
instruct.]

OBTAINING FINANCING

uai..., _­­777,— - .: -.— :: .,.._ _ —:.

[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 over]ap/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 provisionjo the draft without evaluating how
they fit into the broader scheme of the Act.]

Ontario Power Generation Inc. to obt . 'n g
A5. (1) The IESO may direct Ontar': r Generation Inc. to cause the Financing

Entity to engage in any of the follo~X W ities in order to accomplish the hydro
financing initiative:

cc ✓lr.✓/~i0»wLa -. r/iiii.ri- .aN:,. -"YC<~~///~ri

Toteï As a practical matter, how would OPG cause t ié FE ' to do these things? How 'i I
this different from "directing"?]

r
1. Financing, bd~owy' hg or lending to provide the IESO with short-term or long-

term financing.

2. urchasing/receiy nglobtaining the right created undel s ection XX]and
making any payments to the IESO that relate to the IESO's activities in support
of the hydro financing initiative.

[Note: Not sure if the regulated assets would always be "purchased" or if other
tenninology mgh ;bo needed. Please-avjs .]

3. Collecting from the IESO amounts that the IESO is required to pay in relation
to its activities in support of the hydro financing initiative.
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4. Assigning its [the IESO's?] rights to all or part of the regulatory assets
established under section XXXX.

'dote: what is Para. 4 about? If s about forcing 0K-j' to to tni the FE do in
then does this belong in the list`? ' 

1.1  
g~~ss _jt was only the IESO that w A,Mj,, ,be

~gning the rights to th, 1

5. Such other activities as may be prescribed.

Same
(2) Ontario Power Generation Inc. shall co m 1 with a direction under subsection (1)

within the time specified in the direction ~It~;~'~~ éscribed rules?].

IESO to enter into transactions
A6. (1) The IESO shall, in ordpx y~~support the achievement of

initiative, enter into transactions with the Financing Entity or an
amounts as are necessary to support the hydro financing initiativ

My understanding is that the need for "or any other e~~ .:F~
/„ ~ .. ..~~ %/~â%z✓lis JfSrn y ✓/,r.

mr A

ti-for 
io a ss the F , o you ~tiant t~ n  'w this so that the

(;/5~~ %
d i u  r da ou dnt lS f~~~ ~ y ``~.

baS1SZ]', ~'

I

ro financing
for such

~the need to'
ate term, before it is able

~.nly authorized to do
;,able on an ongoing

Same
(2) In entering into transactions unde ti>;i ction (1), the IESO shall comply with the

regulations. AAVV

RIGHT OF RECOVLft fEREATION OF REGULATORY ASSET]

~i~%tt~s, f ~/ ~,~~FF« sf<`,r
ote ~ e foll~~~~~~ prov~sionf
found;~'zprovision ~cÎealin~,.; with t~ ~

7~~'see s. : 13 of t ~ 13A). It de,~ > ~ f, ~
say ~~~ ch more.~~~ 

b~tl 
..phoI~~~f~

~ al nlcaning on o~~n~.,
~tixtorily created rrght of
~ jj~
s̀~ this term in o,~,der to convf

Ils'„~I.r~ order to ensur ~
follo~c  in~<Ruestions~

WIFEs ~~ ~,

'X~N-

ou noted
;

very.'

Y thq„Jt'

, css~risl~,fi~^'`(1<Sf3'?~~il~~ ~✓~~r~~f~t of` regui~tory ass~,`~
éïtain things to be regul~

term "r~

iii B i l l 210 f corn/2F0
ry wets but. does notv
#t"

~â , 
does not have

f, l
erm t as béen used to describe
~"

r' 
lso said that there may be a nee s

mg from an accounting perspective

fë'j cy rRai, ~<I?~,~,a~l~»~~~J

~f~ s~~/i~ f~
oul~ci  ~re~trn~~~at~~~~ righ$ of reeovery or der:min

'ss t. ~ °~~f~`. %% ~~~_  %

;
~;,pmmercial law (parl~a~~c,e) an nce much of :what w~

), cert
has;
§„t

r/ad~~s tQ

20
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~! ~„~;  ~ ~ ~
refer to arr~•~app~~al take?p ~ J ~ .t~~

2. The amounts NAWAs relating to the operation or management of the Financing
Entity, as are approved by the Board 

ote. Hove wilrt „e„'iioarc~ provin<a these costs Is``this relâ `to t
[eportSUb tted g the B A' T 

, x

or ision deall.110 W th Bo- v
us ~iew~ and recorr

[Note: Need to mention expenditures`?]

~ ~~ ~ ~~
~ •rnr stttciil;  ~r,~SS~iYN f!5°!!?`~~riir oirlmnaz.^~icnnar~~iri~•»» ~~rrrl~oiff~ < us,~// <iooir~~,/~ii~!
ecïYrztiiat~on model the tenn shou Y in  nove. I ï~rther ~;èî~n r
asset was co~~s~ste~~~~ efert~ed to ~n, ̀ -é doci~n~ents PIell FNT,RGf~j'", by 

T
~s

lakes. l~~urtrfte/ ~ ~ tikemans ~~ed up alterr~ative 1 ~~~°~,°«#~~r the creation ofa
,  

u~lator~~ a   as intan set of sorts}: You said, ..

ÿm111' 

Mn

, ✓/%liS~ssv° `35tlltl✓/~', '.~%~/~llJ!
~ You said ,~i re nc~ sure w~ether âr no~~~ie Ac~~~ ~~
#tht. I'l~e instr~~. ~If it is optional fo

ht coul~~in tl~~eor~ remain ~~it:h tl1 f1r,11 >r<

~ create e ri«ht of the E to reco ~ ~iourt
<< ~ ~' %~~
thc IES~.. in «°hic hv" ~~icase e~C i «hy137

~alefass~gn~ent at all ~`é clarify
lll~~~l ~1~~'u
~rrl~tng that if v~~c are crje
£,SO} before it can b,

~,or the II ~SO (e.~ the iI.SO liacribed co~isuf  since the ~LI S 
.

e~~« ust also~e the t ~ l~t to
~ O 

rrright

~/.ur,/  ,W
 require the IË IR>
to sellfassio n. then il seers
ois are sawing that the stag
ed for the right to be assn

3~ I10111,9111,40j ,with the

A, 
t +~ ~~ ~ 

s~,~,~~,~~a,,, 
~~ ~~~   ~

a rigl~t th~~i~ié~~~ ~~''uist>~ eld by someo~le
ald? So shou~djjl e~~righ~ él~reated in  the lA.ct<<

ver th~, unts fxo~~a dxstx~butors and  
~  f  :• ,~r~r~ar~sfer ~a ~lr~~ht t~ the

~  ~   
~çlm the IE~U utselt, so,t~~ç~E ates,.~~ ~

PIP
~~~ r . . _ .. . . .  SSS, 

v
there be so~~ducation of ~r lie ~~

~r Sr
~o longer continue to exist (e.g. once all of th~~'
~our instructions below about the~~indicaf

~ , 
kg

amounts
✓s -

amounts are paid, hut do,;''s; 
at that point?,, 

Right of recovery created
A7. A right to recover the foll

prescribed consumers is created.

1. The [deferred

iil~a~ 
.. ....

ght of r~ ry~regul<uto
~ z~} } .

mounts lia veP „ ~ Pld?).
fthat the debt is ger ow i.

o tzadic,ate that the regulatox-y as~~salso.»ç<'

~S

P11 ;
thats 

s3~~
nce thY~~
~sto ex~

L unts in full from the IESO, distributors and

} ,~,ult on whethp~,~~~

ie , tcue
pendituures doesn't"

âtions.]

3. Other amounts as may be prescribed or as may be approved by the Board.
Note: Are yo o be saying anything about how the interest will b HIMEted?
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~N, 61.
{rr.

I ~„ste~ â.sove In A
Sale deemed final
(2) The sale and convevanq

purposes.
I Note: Wh a I EMIR,   T" WWI
been rote 1 ; to v t osJred effect?]

Sale [and/or?] assignment of ~ri~ ht? Regulatory assets?]
A8. (1) The IESO   in accordance with the regulations,

conve to the Financing Entity the right to recovery created  established under section A7
on such terms and conditions as are provided for by the Financing Enti,  

' "sell", cc t%11/ ~! o //✓~ ~ 15✓" I"& <

our mstz actions include the Penns sell , assi ~s ~ ~

~~f~~if~~~~~rr~~~
,our InfitIllctlonS SLI~geSt~

~ -~O the 1,1',. ï\ 
,

p r. <~ ~ 7

~̀j,s„~~~~~ 
days'?

or i  tla.ere a reason Vu

,~,<., ~~rrua~;i~
mething other than`t~e ~0

 ̀ware~ouslri;"I.ng~;
ôuld'r~
V tht

to b~~signed~ ~uld
cept sep "ra~e?]

referred to in subsection (1) is deemed to be final for all

~
~. sl~d on pr ;e~d~n~ language that has,.,»r ..r. .~  

Debts
(3) For greater certainty, the [amounts to which the F

debts owing by the IESO, distributors and prescribed co
until the amounts have been fiilly paid and fiilly disc*q ed. 
la^^w.,!N.NIN/,Tfffffa.T°%lla~,ii117777>v"/////N/ç~ jjjjjl!<o!l ?' a ~ .i !% 

' ~ •.a... 
'~ ~ 
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irovlsions tIB

Itaint}" and also not sure what the

dlscha ?'. "Phis plo~rlsion u 1 n~
aY ;

MR1
t to  speci Ify who d rl11z 
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~f~laain.,,;.&;„ .....

~~✓✓,~~ ~ t, . _.. !~

nt C~~~e'~collecte ~ ~  .~11 Othe

t of recovery] are
to the Financial Entity

tat the 091111.9f,

~iavcll't checked t<i ~'~~'`ow othc,r~ - ~ < ~ ~l~,  ~~ ~ ~~ « < ~'draff~. Not sltr~~~ need tlic fc~~~~reat~ I~
disti.'fr~éïioll is 

bet~~é Al ~s aid'~~~r~d ̀ , u.ls
~ > < ~1f~itrthel consideration.' ou; o notec~~ m_
" ~ ~`~  ~  ̀ tisfied " flaen all  obligations  ,~-~, ~~. •]

IESO to recover am
A9. The IESO shall recover the amounts set out in section A7 from distributors and

prescribed consumers, in accordance with [ ... ]:

;s~~;lluc

N/

s

~~~
F„z„

re` ts that ~vonld cletennine z=eço~ ëry for this siîbsectïâ S1
to interact with the GMA reg?

j// (/lC   i~;✓.,1/oi ~ri(iFr,^i✓,J»711wJ1,S'rrrr.✓l~%ssllalrUa///J;~~ ~ sy~~°yf fs .✓C✓ ss;/a~~arNia/LiiaiN,✓araXt.'oiC~llL.^r w~ Y!!~~ ,tv~

~e: ~ T he 01 owing two subsectl âreci~'~  ~~ou noted that t~të~ ~ sion~is~~~~~~.  r ~.
orn, to /ury ~~ ~ eho/~,e tv c%a/ l~b~rth ~ ~s~rr~z~e~^s ~aî ~ 'it the <r~~rc/ (clis~v ~nec t > >nplc~lc~l>>~ ~,~ ~ ~~  ~ ~
~ithe~~ heczrar~~~het- lcu~~e the p~~r~ily7 ~'` they cleci~e t encrute t/ae~ j~~I1~~~ electrrcat ~ 
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-,ziiof iii ai:... i Fii~ „oi,,, ...iiir _.c ~oii oi`._ ••rs~ „ice iir, ,F,•-  c ~,::✓ii -~_,✓n~

t at the amounts required cannot ̀be "f~ÿ-passed". I'll need to understand what is meant
by "by-passed".]
Distributors liable

s11 ~✓Qf££F~✓//r/%l~<S K^'. (~r~~

(x) The IL;SO and distributors are entitled to compensahon f any shortfall in
relation to the amounts the II;S'O mist pay to generators, the Financial Corporation ~t!
other persons including prescribed persons, under section 25.33 resulting ftoin the
ITSO's activities under- the hydro financing initiative.

consumers liable
(X) Prescribed consumers are required to contribute toi4,,ards the amount of any

compensation referred to in subsection (4) in accordance with the amounts and methods
prescribed by the regulations and .such amounts shall not be by-passed.

USE OF FUNDS To REDUCE ELECTRICITY BILLS

[Note: Depending on how thinjo, ~  d with s. 25 33, t~ s~might be a place to explain how
the transactions between the0. and the FE translate into reduction in the electricity
bills of RPP 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 consume is the only class
responsible for the repayment of FE funds in the long-term.]

ALTERNATIVE LANGUAGE — REGULAT(àq% ASSET -- PROPOSED B Y ILsS0
(STIKEMANS) 

Regulatory Asset Created
A7. (1) There is hereby cre: -dd d conferred upon the IESO a "Regulatory

Asset" consisting of the right to - , in addition to the amounts otherwise
recoverable, in accordanc w' ' egulations, the aggregate of the following amounts
[from distributors and] esc , consumers. [Quare: do we regard the Regulatory
Asset as a single asset a 4v riable amount or as different assets arising on each
deferral]:

1. The [deferred amount, including interest accrued thereon].
2. The amounts of costs relating to the operation or management of the

Financing Entity, as are approved by the Board.
3. Other amounts as may be prescribed or as may be approved by the Board.
(2) The Regulatory Asset created by (1), shall constitute, for all purposes, a

property right, shall be transferable by the IESO in accordance with Section A8, and shall
constitute an intangible in which a security interest can be created for purposes of the
Personal Property Security Act.
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Election to Transfer Regulatory Asset
A8. (1) The IESO shall, from time to time, in accordance with the Regulations, elect
to transfer to the Financing Entity all or any portion of the Regulatory Asset, on such
terms and conditions as IESO may determine.

(2) Upon any election by the IESO pursuant to (1), the Financing Entity shall pay
to the IESO in respect of the Regulatory Asset, or the portion thereof in respect of which
the election was made, an amount, not less than the Deferred Amount, determined in
accordance with the Regulations.
(3) Upon any election by the IESO pursuant to (1), the Financing Entity shall

become the person entitled to the benefit of the Regulatory Asset, or the portion thereof
in respect of which the election was made, free and clear of any adverse claim (other
than any such claim created by the Financing Entity) and shall be entitled to exercise all
of the rights and remedies conferred by or arising in respect of the Regulatory Asset, or
the portion thereof in respect of which the election was made, and the IESO shall cease
to have any rights (except as provided in Section A9) to or in respe Regulatory
Asset, or the portion thereof in respect of which the election was  . as if the
Regulatory Asset, or the portion thereof in respect of which th- in was made, had
originally been conferred upon the Financing Entity and

(4) Upon any election by the IESO pursuant to ESO shall have no
further rights or obligations in respect of the Regulat Ass: , or the portion thereof in
respect of which the election was made, and the Re :1 aV Asset, or the portion thereof
in respect of which the election was made, shall t Mr part of the assets and liabilities
of IESO for any purpose. kN
(5) The LG in Council may adopt dons providing for the circumstances

in which IESO shall make the electio 
orri

ns provided for in (1).

Financing Entity may Grant S ; u ' ~,~ erest
A9. (1) The Financin ay, at any time after an election referred to in

Section A8(1), create a securi i est in favour of any person in all or any portion of
the Regulatory Asset s bj ch election, all on such terms and conditions as the
Financing Entity may, dete e.

(2) Except r ided for in Regulations adopted pursuant to (3), The
Personal Property Security Act shall apply to any security interest created pursuant to (1),
except that the rights of the secured party on default shall be limited to receiving the
amounts collected in respect of the Regulatory Asset, or the portion thereof subject to the
security interest, as and when collected by the IESO in accordance with A10.
(3) The LG in Council may adopt regulations providing for the terms on which

the security interest provided for in (1) can be created and perfected and for the priority
of any such security interest.

IESO to Collect Amounts in Respect of the Regulatory Asset
A10. Subsequent to any election pursuant to Section A8, the IESO shall, as agent on
behalf of the Financing Entity and any secured party, use reasonable efforts to collect the
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amounts owing in respect of the Regulatory Asset, or the portion thereof in respect of
which the election was made, and shall promptly pay over to the Financing Entity or the
secured party the amounts collected.

END OFIESOIBLAKES ALTERNA TIVE LANGUAGE FOR REG. ASSET---

MAKES VERSION OF LANGUA GE FOR RÉGULA TOR Y AS V E T

The Regulatory Asset, Composition,

A7(1) The "regulatory asset" consists of the following:

• present and future statutory obligation of:

o deferral consumers - to make all deferral repayments (including
interest and late payment fees)

LDCs - to invoice the deferral consumers
repayments and to remit the amounts collect

o IESO - to receive and remit the defe
to the OPG Financing Entity

he deferral
e IESO

vments from LDCs

• All deferral repayment amounts 
collecNWN

• All amounts in LDC or IESO def~a ayment bank accounts
 

to

Validity of Dispositions
(2) This section is reinforcing by stat Qsale"  of the asset to the Financing
Entity. This has been an imp or e of the legislation in other jurisdictions in
similar circumstances. Specifical i ys that "Dispositions" of the Regulatory
Asset are "true sales", and not ' E to challenge. This is an essential requirement
for a securitization transac ' is provision identifies possible grounds for a
challenge that a sale top-O'pl and indicates that those events do not affect the
validity of the sale.

Deemed Perfection and Priority of Dispositions
(3) This is reinforcing the automatic nature of the "sale" of the asset. It Provides for
a clean sale to the OPG Financing Entity, free and clear of encumbrances (i.e., no
specific need to "perfect" the sale.

Validity of Pledges,
(4) Statutory override permitting the OPG Financing Entity to give a security
interest in the "regulatory asset" to investors.
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This would give the investors (through an indenture) the right to enforce
collection of the deferral repayments to pay off amounts owed by the OPG
Financing Entity to the investors upon certain defaults by the OPG Financing
Entity under an indenture.

Deemed Perfection and Priority of Pledges
(5) This is reinforcing that a commercial pledge given by OPG Financing Entity is
valid and will have priority without specific "perfection". The result is that a pledge
of the Regulatory Asset as security in accordance with the Treasury Plan will be
given priority to other claims. The Pledge includes proceeds from the Regulatory
Asset and is not affected by comingling or the ordinary requirement to file a
financing statement under the PPSA.

Enforcement of Property Rights —

(6) The rights of any Regulatory Asset (honer to collect an f ce its rights and
interests in, to or in respect of the Regulatory Asset shat b xl~icised in the manner
set forth in Article 5. 1n1d-: NOT an arnnotatron - pulled Jiréctly from Flakes'
0ocrnnent.]

Collective Action Required —
(7) This anticipates that the Regulatory Asselt ~structured as a variable
interest that can be divided between IESO sells) and one or more OPG
Financing Entitys. The likely format will o-ownership agreement, that will
allow for different owners to have a a too i undivided ownership interest in the
Regulatory Asset. Those will en tle ( ►-ners to a specified share of the cash flows,
which will correspond to their i ayment obligations. This will allow for future
financing flexibility.

MISCELLANEOUS

Fair Hydro Financing an, miscellaneous,

A.8 (1) Consideration will be given to whether any additional ̀ miscellaneous'
provisions are needed (and expected by the market) to support the financing of this
structure. Some of these provisions are not typical in legislation, and so will need
further consideration (in consultation with leg counsel).

Regulations

114 1.5) f
~4 iay 6atakC regulad plemclrat the Fair Hydro Financing
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-(a) The power to implement the program (and to set out some of the details of the
program) through regulations is important. Decisions remain to be made (once the
drafting is a little further advanced) about what provisions/details need to appear in
the proposed legislation, and what provisions/details can be set out in regulations.

ONTARIO ENERGY BOARD ACT, 1998

x. Subsection 1 (1) of the Ontario Energy Board Act, 1998 womb mended by
adding the following paragraph:

6. To facilitate the implementation of the
r I~30  «- .~c i° s' s~✓~~ ~,~ , M , i „~, ~ ~.U 
MA~' 33if3 y V

~ ~d sF~,

x. Section 27.1 of the Act would be amen

Hearings
(1.1) A directive may specify

a 
w th "Board is to hold a hearing, the

circumstances under which a heari may not be held and, if a hearing is to be
held, the type of hearing to be hei~35V Ze time within which it must be held.

riding the following paragraph:

/A✓ / tt'~C ---
T"

> ~

h~ underlined ~ 'J.1051~,„
~asic.ally have t e wording. There are alre.-~

" . Ç~ v 
you ~ ve this type" ~~he~rring5 provision re dir.", , ~~
r.c~an  t~~~~sar ~t~utlaor It}~ ~';~h i nsta~ce, tllen t~ S~';S

~

"-s about types of hearlrars ~~ h~~~~ ~ ~
pically

t - 
^^i 

~~//?y

intonciing t t,authorize; ch ~~~c and tP ~~<~~
i :  ~{~ ..

same thin` ~, ve~~h~re, It should all

Jllât snakes this différent from the other pi
-~,

2S I  Ille ACt

a number of places in the Ac
s. 272 (7)). glyou basic

ciin~T should 'e co
s betwéé the current pré

8 (2) doesn't). Di fte
in~~r, ~ qu~
d ~ ~~ ~; S

~ are
~lthe <~ ~ ~Let r~

~~ l

tsions (e:;
Ces Irl W

~onIs wllat vou ;5`y
d. I£4~~:€~

. ................  mm,~~c~ i~i~

er amendments to s. 78:7 are`needec(. ['leasë~~
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x. Section 78 of the Act would be amended by adding the following subsection
after subsection (3.0.5):

Rates, fair hydro financing initiative activities -IESO, OPG, distributors, etc.
(3.0.6) The OEB would not be precluded from taking into account the performance
of duties under this Part by any entity regulated by the OEB, including fees received
by such entity in excess of the incremental costs of the provision of such services.

x. Section 79.16 (3) of the Act would be repealed and the following substituted:

Adjustment to eliminate variances
(3) In determining rates under clause (1) (b), the Board shall tak account

balances in variance accounts established under section 25.33 of the icityAct,
1998 and, subject to section 7' ôfthat Act; make adjustments wit ► . to eliminating
those balances within 12 months or such shorter time periods.a ~11.01 inisteI many direct.
tNote: Please let me know i. ,section) e hJ. hliXed portion is supposed to refer to...
s it the pr tsion 

that..°  e ,)'car period to pay off the amount in the~ ~variance acc( t for the ÿ'®kp financing mitla ivy wonder if this is confusj# and
}aether the ~'endment to subs ${ r w1 ~, a}most seems unn airq to say

that the k3oar s as to -1a 
to 

account
qw 
 q~balance, given that five artlrr ing up a

bunch. of very" c rules About what ha,specifi be done by various enfitfé"s to order to
eliminate this amount. What would the Bq e expected to do with information about
1, y„riance ttnt? For consitiyr j~

®d'

ART VII.3

COMPLI ~,P(OIR HYDRO FINANCING INITIATIVE

Right of the [OEB] 
Vgen

ect Books and Records,
113 (1) OEB may be the power to investigate compliance with the legislation
and the power to examine books and records, etc.

Power to Investigate Compliance and Impose Regulatory Sanctions
(2) This legislation will not limit this. OEB's power to investigate compliance or
prevent or preclude the OEB's power to impose sanctions. The 01'. 13 can investigate
compliance with this hart and to impose regulatory sanctions for non-compliance.

Limitation, Board,

(2.1.) The OEB cannot, however, take any action to affect the irrevocability of the
Transition Charges or the Undertaking of the Province.
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Timing — this proposal for legislation would, if approved by the Legislature, come
into force on a date to be established by Government.


