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S (MARCH 24-17) BASED ON CONFIDENTIAL

GOV2016.146.e
4-TK/TP

EXPLANATORY NOTE

[Insert explanatory note.]

NEW PURPOSE CLAUSE(s)

There has been strong interest in ~a rp lav& that highlight the following:

- The importance of achieving intergenerational fairness in the prices that electricity
consumers have to pay and the recovery of electricity costs (spreading the cost of
the generation of electricity captured by the Global Adjustment across generations,
of rate-payers;.

- The policy of the Government of Ontario to undertake activities designed to defer
some of the costs related to the costs of generation [aka the Global Adjustment] to.
achieve that goal over an extended time-period. Intd: Considering attempting to
define a term below — "Fair Hydro Financing Initiative" similar to the Smart
Metering Initiative provided. for elsewliere in the Act.]

1. Subsection 2(1) of the Act is amended by adding the following definition:

F̀air Hydro Financing Initiative" means those policies of the Government of Ontario
related to its decision to ensure Ontario electricity consumers pay their fair share of the
costs of electricity infrastructure, having regard to the benefits derived by different
generations of consumers.,

"Fair Hydro Financing Entity" means t
Power Generation Inc. and

ELECTRICITY ACT, 1998

1. (1) Section 1 of the Electricity Act, 1998 is amended by adding the following
clause:
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(d.1) 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,'
including initiatives relating to electricity conservation and efficiency or to the
use of cleaner energy sources and technologies, and to provide mechanisms for

r lated c•.,;_,

TD: âd he es to ne  uAl
the concept that this regime is intended, for the eligible class of
tomers, to achieve a fair and equitable allocation of the costs ass' iated
th replacing coal fired generation with cleaner power sources having
:ard to, among other things, the useful life of such assets. In other
rds, the fair and equitable allocation of the cost of new generation assets
ich takes into account the useful life of such assets. This
aracterization is important from a Constitutional Law perspective.J..

(2) Clause 1 (f) of the Act is struck out and the following substituted:

(f) to protect the interests of consumers with respect to,

(i)

(ii)

the adequacy, reliability and quality of electricity service, and

prices that consumers plWor electricity, which include the
establishment of one or more mechanisms to defer certain costs to
achieve greater fairness amongst classes of consumers who consum
electricity across different time pe

<~6 ~
gdohal acljustinenl/~:

,~,~ ~ mil, ,,,,,
[U :".0 Note: 1`have a few E  ns about the pr~ ~. mendm nts`to clause (f) (and
some of these sa ne concerns come up in a 1:ew other places throughout the draft where
sirmlar wording  is used);

~
;

,eln

the interest of consumers with respect to "prise Wh,
insufficient?

INTD: Linked to price is the inter-generational sharing of costs for ~t ps ecified raa
class, havingMgard to the useful life of the assets.]

se the 1', ntl ~~ff E ~,,. ~~t,,   rth✓ s~
blished, 1 don't
nry. The existing clause (0

' FLS: See s. 71 (2) para. 2 of the Climate Change ... Act.

treat
above aux
notes that'

~  -" SS/ J~.✓~ ~)1 be vcry~; pre~ out w
~ndmept to the pt~rp s3 ~~provi
~ ~ ~ M- , "purpose of the Act is,
~ this considere4q, ki
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2. 1 see that thére is precedent wit in this Act to ref to government policies rn broad'
teens, but this raises some concerns. A reference to a government "policy" or "initiative"
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.

3. If it's necessary to mention the initiative/policies in the purpose provision, consider
whether or not you want to create a legislated link between these policies and "protecting
the interests of consumers". Questions may be raised about ii,hich cons arnler.s' interests
are meant to be protected (e.g. all consumers? a subset of consumers? Current
consumers vs. future consumers?). Would it be better to refer to the implementation;P.~,
the initiative without specifying that it must be done in the interests of consumer
protection?

4. 1 have proposed some tentative wording to describe the initiative/policies. Once the>
language ̀ "ettled, we may want to do something like what has been done with the
de&iti`~4 , `..`smart metering......... itiative" to simplify repeated rt Mk  throughout thet2
draft.]

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

(q.1) to enter into agreements or arrangements with the Fair Hydro Financing Trust
or any prescribed entity or entities  tinder Part V.2;

INTD: The references to the Trust should be replaced with a defined term
such as "authorized entity", "financing entity", or "fair hydro financing
entity" — the term could be defined as: the Fair Hydro Financing Trust or
such other trust, corporation, partnership, joint venture or other entity as
may be prescribed under regulation, which shah include t and 
peilMd ftg y h

(q.2) to engage in activities related the makin a ments to and receiving payments
from the Financing Entity I _ under Part V.2, as
required under this Act, and to ew, e in related settlement activities;

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

(nid-We need to ewpand the objects of the IESO to match up (in a bit more
detailed of u manner) with the new activities the IESO would be expected to
undertake with the OPO Financing Trust or (a new concept) new financing
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entities that OPG either creates or transacts with in order to facilitate the!

deferral activities — ALL still being develope&

I TD: The IESO and the LDCs will also be collection agents on behalf of
the holders of the "regulatory asset".1

(q.3) to engage in activities related to the sale or disposition of  the  regulatory assetL
eferred to in section 25.35 and in accordance with the Regulations including:

i. the incurring of liabilities in relation to the asset; [IESO to incur debt'
which in the short-term it manages but has to be a"added" to the regulatory.
p sset thereby increasing its value but also increasing IEVO's liability,
eventually to be recovered through LDC's from consumers.]

ii: the disposition of the asset to the Financing Trust or other prescribed
entities;

iii. the assignment of rights to the asset to third parties,

iv acting as a recovery agent for the Financing Entity or prescribed entities in
relation to amounts to be deferred and forming part of the regulatory asset'
created under s.25.36;

Lq,4) to engage in any activities related the making of payments to and receiving
payments from the Financing Entity or any prescribed entities under Part V.2,

x. (1) Subsections 25.33 (1) and (2) of the Act are repealed and the following
substituted:

Electricity pricing adjustments
Adjustments by IESO
(1) Subject to subsection (2. 1), the IESO shall, through its billing and settlement

systems, make adjustments in accordance with the regulations that ensure that, over time, 
payments by such classes of market participants in Ontario as are prescribed by
regulation reflect,
[OLC Note: As per our discussion on March 16th, there is some concern about whether
the above undo; 0, ed wording (which is the current wording of subs. (1)) is sufficiently
clear. Tlie IESO is required to make adjustments to ensure that the payments "reflect" the
various amounts listed below. Now that the list below is being expanded and will include
a more diverse range of categories of amounts, we should consider whether revising the
opening flush would be helpful to explain how, in a general way, the amounts are to be
"reflected".]

4
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(a) amounts paid 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) 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 Greenhouse Gas
Reduction Account established under section 71 of the Climate Change
Mitigation and 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 would otherwise be borne in whole or in part by
consumers;

(d) amounts received by the IESO from the Financing Entity under Part V.2; and

(e) amounts paid to the Financing Entity under section
principal/interest and operating cost];

INIEWWAMid-M contemplate the payments
Coaled gx ►x-the-JWlder—  the regulatory asset'').]

Adjustments by distributors and retailers
(2) Subject to subsection (2. 1), distributors and retailers shall, through their billing

systems, make adjustments in accordance with the regulations that ensure that, over time,
payments by such classes of consumers in Ontario  as are prescribed by regulation reflect,
[OtC Note: Same concerns as flagged under subs. (1.).]

(a) amounts paid 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) 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 Greenhouse Gas
Reduction Account established under section 71 of the Climate Change
Mitigation and 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 would otherwise be borne in whole or in part by
consumers;

(d) amounts received by the IESO, directly or indirectly, from the Financing Entity
under Part V.2; and
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(NTD: In the short run (probably the first few months of this proposed new
mechanism), the IESO may cover the shortfall (caused by the deferral) by
borrowing itself from lenders (and not by getting funds from the Financing
Trust). As such, the GA settlement amount will be reduced by the amount
deferred, not necessarily the amount received frown the Financing Trust:

For (e) above, the LDCs need to be expressly obligated to collect, as
collection agent of the holder of the regulatory asset, amounts due and
payable pursuant to the terms of that regulatory asset. The amount will
include all financing and servicing costs, nit those currently listed.

See also the NTD belt re-_ vhe_ _s~ :~:..; F' ? o
,GAM altogether. j

Application to certain market participants, consumers
(2.1) In making adjustments under subsection (1) or (2), the IESO shall, in

accordance with the regulations, ensure that the amounts mentioned in clauses (1) (d) and
(e) and (2) (d) and (e) are reflected only in payments by classes of market participants 
with respect to electricity consumed by a consumer who,

~ _ : .r., t,4_ !'
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add * the other issue` we discussed on the phone, but
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(NTD: It has not yet been conclusively settled that the amounts "deferred" will o.nlyj
be global adjustment costs.

As the wholesale market price increases, the amount of the global adjustment;
correspondingly decreases.

~o for e.g., it is theoretically possible that HOEP could rise to a point where, on _
occasion, some of the amount "deferred" would relate to the wholesale market price
(HOEP).

As such, it might be better to move the "deferral" and "recovery" provisions out of
the GAM section altogether, since the relevant amounts might not be 100% global;
adjustment costs .1

(a) is a member of a class of consumers prescribed for the purposes of subsection
79.16 (1) of the Ontario Energy Board Act, 1998 ûIho is required to. pgy,,,theÏ
[global«<adjq i regardless of whether or not the Board determines the rates
for electricity payable by the consumer under that subsection;

(b) is [served by a suU metering entity]; or

(c) is a member of a class of consumers prescribed by the regulations.

J TD: See the description of "cross-generational consumer" in ss. 4 (3) of the
proposed amendments to O. Reg. 95/05. That is the class of consumers who will be
the subject of the "deferral" and recovery.

Yor now, there will still be a second (the original) prescribed class of consumers (the
rRPP consumers — ss. 4 (2) of the 'RPP reg.), although the ss. creating that class might
be revoked if it is no longer needed. 1 assume we can clearly identify which "class"
we mean in the regulation by saying something like "for the purposes of section

M "`'

x. Clause 25.33 (4) (a) of the Act is amended by striking out "(2) and (3)" and
substituting "(2), (2.1) and (3)".

x. Section 25.33 of the Act is amended by adding the following subsections:

Separate accounting by IESO
(4.1) If required by the regulations, the IESO shall separately track and account for

any amounts referred to in clauses (1) (c) for which it makes adjustments under this
section.
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(4.2) The IESO shall separately track and account for each of the following amounts:

1. Amounts referred to in clause (1) (d) for which it makes adjustments under that
subsection.

2. Amounts referred to in clause (1) (e)
I f__~ t ff

[prirzc~p~ 
for which it makes adjustments under that subsection.

3. Amounts referred to in clause (1) (e) ent and operating costs
which it makes adjustments under that subsection.

for

aid to the Fair Hydro Financin Trust or desi ated entity under

FOR V410d HIM] -
5. The following variances, if any:

i. Variances between the amounts set out in paragraphs 1 and 2.

ii. Variances between the amounts set out in paragraphs 3 and 4.

iii. Any other variances related to the amounts set out in paragraphs 1 to 4
that the IESO considers appropriate.

Separate accounting by distributors and retailers
(4.3) If required by the regulations, distributors and retailers shall separately track

and account for any amounts referred to in clauses (2) (d) and (e) for which they make
adjustments under this section.

a. Subsection 25.33 (5) of the Act is repealed and the following substituted:

Variance, deferral accounts2
(5) The IESO shall establish and maintain such variance or deferral accounts as may

be required,

Z FLS: see the current s. 25.33 (5), as well as s. 88 (1) (0) of the Ontario Energy Board Act.

8
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(a) for the purposes of subsections (3) and (4.2); and

(b) to otherwise record all amounts payable or receivable by it under this section.

. ~ 
'~~>.. %l»ir~fff€çn» ~s,i~iiiiirS'SSS, /~,"%!/l/iriif//r^~~~~rr✓rir~a✓/// €~sssr

~OLC Note: 5ubs. 2'5.33 (7) refers to ad~us~menÉs înade un~er sins;~~~or (2) -- this
;,hould perjo,,p„~iso refe~ssss#,;,subs. (2.1)`•'j

(NTD: Why are we referring in (5) (a) above to ss. (3), when ss. (3) already requires
the IESO to establish variance accounts for the purposes of ss. (3)?

We need to be careful about broadly scoped deferral account provisions like the one`
(5),(b) above, especially if we keep the proposed "deferral" and recovery in ss.
5.33. We may only have one deferral account for all the proposed "deferral" and 
ècovery related in-flows and out-flows.]

(3) Section 25.33 of the Act 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), (d) and (e) and (2) (c), (d) and (e)

fOLC Notes:t _ , y.: ,~ <f r~i, ~ ~, , s ,,,,.,~< <..,~ ~, .
~. Can you gi~~t n~~~ny exam ; o~~r 

E, 
s> ~ght use this reg an~ ~ e~authority`~

~  
Pie

.,~« r s, :  r
~ Please conli, ~ ,é~~ ertat~ons to the borro~~nng pte „ _ . ~ ;«st_ those _pzo~°isions in this 

~  it and let me,,' ;o~~~~ '}'c~uneed to; j; u- tlteXa~_at a(~]

I

Otf'r~~ 6' - 
/'

< <.  ~%/~ri sSa~  ~"
,, 5i~ ~u1a n-~nalCing authority dra#tan~~~~e done "ter once the actual substantive

~lements of t`~heme have been landed (or at leas~ s .. ~~~~~ided). For no~~ I'~-e left it
Oxactly as it was in draft ont "~;"~~~~as in plaÿi

x. (1) Subclause 114 (1.3) (f) (ii) of the Act is amended by adding "under
subsection 25.33 (2)" after "that must or may be made".

ë̀t ié s  
f 

1. > i and ii' "ij̀ fi~rtliér amen ment: ~ivënrrthéincluSlon
,tau ~,)< in s. 25.33 (1) and (2). Ï don't see anYth ..tA is point that would

Oie change  
[The expecta n is that the IESO will have to receive amounts from the Financing 1 rust
or prescribed entities in the normal course, or from the OEFCIOTA to cover short-term 
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financing gaps/shortfalls. This provision is designed to ensure IESO is required (and
therefore authorized) to undertake these activities.;

~ESO Fair IFiydro Financing Initiative activities;
25.34.1(1) The IESO shall, as often as is required to ensure that it meets its obligations
under section 25,33, enter into transactions with the Financing Entity or any other entity
lntd: Trying to signal that it can negotiate new Lines of credit with Ontario Financing

~uthority or OEEC to conduct "warehousing" short-term.fnancing activities] for such
;amounts as are necessary to support the government's .Fair Hydro Financing Initiative.

Prescribed limits, etc.
(2) Notwithstanding subsection (1), the IESO shall conduct its activities in accordance
with any maximum amounts and timing provided for in the regulations.

Deemed additions, regulatory asset,
(3) When the IESO incurs any liability as a result of its activities in support of the
Governinent's Fair Hydro Financing Initiative, such amounts shall be added to the value
of.lntd: amounts tracked in the accounts related tol the regulatory asset established
under section 25.34. [ntd jpr: may need to break out the capital, interest (plus
transaction)/financing costs but likely not the operating costs.]

Deemed regulatory asset,
25.35 (1) There shall be established in the books and accounts of the IESO a regulatory
asset to be comprised of the following,,

1. all amounts referred to in clause 25.33(1.1) (a) which are paid to the IESO by
the Financing Entity or other prescribed entities during the deferral period and
payable for the month or such other periods as are prescribed;

ii>. ~~I.x ~u~S%.:, X~é;;:#.`.~C'îâ ~Ct r:~t. clause l:f. {w>~ 1...~. s t~~ r~~.~~k'£i to i~3.~~.reSt i os'f~a o~ '

F~.r.~art,<j;~ s; :1~3.v,.~~.~.d~.r.f`; ~.r~?:;xâ~GsâÈ}D. COSâs; .tA.c17red ~~~; ty or
:

pi e.`s-'~rEbed <;ntsty du:r.l3?g d.ic deferral, pFmodÿ

1.; amounts of any wo`sts or char"t:<> reffiermd to in Claust', (.1,1.) (,6 mi tàng to Éh~ lÎ
i1:)e.Mii.Ei31 or 11)amigem.en.1. of lbt F1.Yc{ïna:ing Elnt&T~` or £,m.~.'.r  Vp:d"escz:.xl-,,ed --i3t:tttes,
as ŸwpproŸy1;.-iŸ by t.11r;; .BoaS.ci,'

~r;~ ? ti a 
trot-up r, t'-" .w ~ ~-< t S^ n...r '(.t,; ~~ ;î~ :~£:~.1 a~i~£lii?'.c~ ~5#. ~x;y :

 cl~:T~~..li..ia..kt %~'~Z.7Cfi ,ï::E.âa,~ ,~~ ~P.r~4~a.~~.~~t~. ,.,~ t.fl.w ''

r 4,': gu â 'aỲa i i,'.1.1Si.
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Sale or assignment of regulatory assets
2.5.35.1 (1) The IESO shall, in accordance with the regulations, sell and convey to

the Financing Entity or other prescribed entities all title and right to the regulatory asset
established under section 25.34 on such terms and conditions as are provided for by the
Financing Entity or prescribed entities

Assignment, etc  
(1.1) For the purposes of this section and sections 25.34 and 25.35.1, the IESO may
assign its rights to the regulatory asset established under this section to the Financing'
Entity or entity prescribed under section 53.6.1 in accordance with any criteria as may be
prescribed the regulations, [ntd LSE: The "sale" could he characterized instead as an

a
ssignment to the Financing Entity or other presetihed entities. However, we may also
need to provide the IESO with an authority to assign other rights during the times its
doing its own. f nancing andlor during a time before it actually transfers  (assigns) the
regulatory asset to the Financing entity. We're still working this out.]

Sale deemed final
(2) The sale and conveyance referred to in subsection (1) is deemed to be final and:

for all purposes.

Debts
(3) For greater certainty, the amounts mentioned in subsection (1) are debts owing to

the Financial Entity or other entities as may be prescribed by the IESO, distributors and

prescribed consumers  until such amounts have been fully paid and fully discharged,
Distributors liable, 
 (4} 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 resulting from the;
lESO's activities under the Government's Fair Hydro Financing Initiative

Consumers liable,  
(5) Consumers are required to contribute towards 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. Intd-we muy add a timing';
element here as welkj

+,'Sa ✓/l~~riri✓i ~3~~3 
.. ~ 

Ft ̀''f j3F°r 
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~or~~•,✓,~ii iiir_„ ... ii_oia ~~~~~~ ,~ ~c✓/
iilso noted that yoû;;
satisfied.]

+~~ ant to spec~i
........~......

Ÿ who detenntnes when all obligations have been

RNMery by IESO
6). The IESO shall recover the amounts set out in subsection (5) from consumers

erred to in subsection 25.33 (2. 1), in accordance with the regulations. [NTD-JPR:
This may change to refer to regulations, such as O. Rem 95/05, made under the
LOntario Energy Board Ac4 1998.1 [ntd--we may add a timing element here as we

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

Payments to Financing Entity [nid-This is meant to signal the ultimate./undarnens

obligation of the IESO to pay the full amounts that the Financing entity borrows .1
25.35.2. (1) On or before January 1, 2047 or the later time prescribed in the

regulations, the IESO shall, through its billing and settlement systems, make full payment
W-the Finajacing Entity of the following:

11

21

PFe amounts received by the IESO under subsection 25.3.

Fa 

e amounts of any interest costs or charges, including transaction costs,
u. red by the Financing Entity in relation the amounts .mentioned in
graph 1.

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

[OLC Note: How will the Board be approving these costs? 1s this related to the
expenditure report submitted to the Board? That provision (below) doesn't refer to any
approval taking place.]

4. Other amounts as may be prescribed or as may be approved by the Board.

(2) Subsection 114 (1.3) of the Act is amended by adding the following clause:

12
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(g.0.1) requiring the IESO, a distributor, retailer or enerator 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 manner in which and the timing
by which the steps must be taken,
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I deals with  agreements„to the çpntrry,

x. Subsection 53.1 (1) of the Act is repealed and the following substituted,- -
Objects of Ontario Power Generation Inc. 
0'31,1   { ~~ 1lI+o";  ?t F.r3 3`a:  ~ ~~ 'rW  f ha". in0hdde, in 
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(iv) providing financial and other support to the IESO in its activities in relation
to the government's Fair Hydro Financing Initiative, including through the
Fair Hydro Financing Entity or other prescribed entities,

(v) engaging in such financing, borrowing, lending and related activities and
transactions as are or may be required to provide the IESO with short-term
or longterm financing [nid: consider adding "and financial support? "I in
relation to the IESO's activities referred to under (iv), and in accordance
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with the Regulations made  pursuant to  this Part or sections 25.33 through
25.35.1; -

(vi) provide such equity and at such times [and in such amounts or,
proportions?] as required in order to support the financing capability jntd-:
alternative: capacity?] of the Fair Hydro Financing Entity or other
prescribed entities, not to exceed the maximum prescribed by the  
regulations jntd: this is required to ensure that the financing entity has
the correctfinancial risk prgfile. There will be prescribed limits to 
support the deferral.)

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

more efficiently conduct its activities or its objects. jntd: There does not 11 
appear to be a direct comparator to Hydro One: Hydro One has the authority_'
~o conduct its transmission and distribution business through one or more
,subsidiaries, as well as to undertake required generation activities through
one or more subsidiaries OPG's objects subtly acknowledge the existence of
subsidiaries. This would clarify OPG's authority to create subsidiaries in
order to carry out its objects.] [Note: This object is broad — it is not tied
specifically to the Fair Hydro Financing Initiative, but it could be if desired ]

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

Rights of the Minister'
53.2 (1) The Minister, on 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.

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 is amended by adding the following Part:

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

14
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PART V.2
! N s'idv/ loily «c'~..✓~ -----_--

~;~~f~x'~r~~(%F'INANCING i« z s ~~V~̀J
°.✓'~" /f"iisN7l/`J/ )~°l',; l`  N///%/:/N///_//<"n` .. %S

C̀ OST , , A 1J 11! I l'.~ . E s

Definition

53.6.0.1 ln this Part,

"Financing Entity" means,

(a) the Fair Hydro Fin mentioned in clause 53.6.1 (1) (a), or

(b) an entity prescribed by regulation as mentioned in clause 53.6.1 (1) (b).
D -could e this definition t~< F , gi nning of the Act since we use this term in

abut let'- ~ #for the drafting to settle first. The. idg ~ 1>„a single term that
c Tr ignated entity.,]

[OLC Nate: As discû' ~1 on the phone you"
plug that would set t financ :~_ ; otivitie
etc.  hhe possibility of a ~i inis [CI,

£fot c ould ~.,' he gov m jj 401 0
sidering whether regulations might be more appro to or else whether a non-
slative process (e.g declaration) might work best; Please advise..)

lI l working on identlj~
motion and establish hmit

neing directive" is noter
i~nent. You " Toned that.

g the "spark
t,bon ow i ng,
because of

(NTD: OPG will likely be required by leg/reg to use some amount of effort to obtain
financing. There will also likely be rules related to how OPG determines the
financing to get (e.g. short term vs. lung term), etc. This will all be set out in a
egulation, but we will need legislative authority to make a regulation dealing with
this)

COST DEFERRAL INITIATIVE

(NTD-Counter part to ~ __  I ~ ;  hanism is intended to authorizes and
requires OI'G to assist IESO in the related Fuir Hydro Financing Initiative activities.]

UP'G Financial activities to reduce electricity prices
â:. (1) Ontario Power Generation shall, at the times that the IESOspecifies; cause the

~r financing Entity or a prescribed entity established by the Corporation (ntd: Corporation

@efers to OPG 
here) to undertake any of the following activities for the purpose of 

~ccornplishing the [the Government Fair Hydro Financing Initiative]:

(i) engaging in such financing, borrowing, lending and related transactions as
required to provide the IESO with short-term or long-term financing (ntrl:
consider adding "and financial support?'J in relation to the lESO's
activities referred to under this section
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(ii) purchase the regulated asset established under section 25.35 in accordance
with s.25.35.1 and this section, at the times specified by the IESO or as
may be prescribed, and to make any payments to the IESO that relate to the
IESO's activities in support of the Government's Fair Hydro Financing.
Initiave.

(iii) To collect, from the IESO, all amounts that the IESO is required to pay in
relation to its activities in support of the government's Fair Hydro
Financing Initiative pursuant to section 25.36 and the regulations;

(iv) Make an assignment of all or any of its rights to all or parrof the regulatory
asset referred to in this section.

(v) Engage in such other activities Intd: assignment? ] as may be prescribed to.
support the Government's Fair Hydro Financing Initiative.

(vi) provide such equity as is required in order to support the financing capacity
of the Fair Hydro Financing Entity or other entity up to the maximum
prescribed by the regulations;

[ntd: this is required to ensure that the financing entity has the correct financial risk-
profile. The provision places the authority to "trigger" the OPG's,financing entity's
borrowing/lending activities is triggered by the IESO. The approach may change.
depending upon certain decisions.]

J NTD: This will not be a borrowing transaction with the Financing Entity. The
IESO will assign its statutory recovery rights (the "regulatory asset") to the
Financing Entity in return for an amount that equals the principal amount deferred
plus interest and other financing-related costs of the Financing Entity.

We will also have to contemplate that if the IESO borrows money (from someone
other than the Financing Entity) to cover any of the "deferral" amounts (e.g. before
the Financing Entity has gotten the necessary financing in place), it will have the
right to recover the principal amount borrowed together with interest and financing-
related costs.)

Apportionment
(2) The IESO shall apportion amounts received under subsection (1) to consumers

referred to in subsection 25.13 (. .~, in accordance with [ ].
[OLC Note: How are the requireinents that would dètern if e apportionment for this'
Subsection meant to interact with the GAM re-9 I know this is under active
consideration.]

Consumer liable for apportioned amounts
x. Consumers referred to in [above] are liable to the IESO and their distributor for

their proportionate share, to be detei mined by the regulations, of the [amounts listed in
paras. 1-4 below?].

16
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~'hé âbôvëji>~ ~ntïâ)fÿ â p~~ïcëhToÏcÎër fort ë ïrï~ï~ént. Ri01 ,
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~Jl"Ol'l5'If){?~~ ~0ü1~:? to 11aV- ~Vpll'C' t0 GlC'C~l li~J/lt C'l)1"1,S'l,lillE'1".S' lt°~?O~. ,XTt l~ ~~rl SC~)1"li1C'Cj~ 

f~~ '> ,/~ïS ?~ ~~~~

~{)Irz~)lC'/el~~~lt/1C'/" l)G'Ca1t.SC t E'l' leaVc.' th~~ r()~1)?CL' oi" ll"2F y' Ll('G'6~~1C) ,en ~ ~ tG tj1C'ly" Ç)lt'f2
~Zec~trrcity ~rncl c n)lctc l oj~2j2ec~t. ~ also tiwat7t to l)c~ ahl~ ~ ^ ~ methods of~ ~~ ~ ~~~~~~ : 

~ , 
~ ~.  ~ 

en5tn in~; that th~~mounts reduire~~~„ ~~ be "by-passed". 1'11~„  ~cd to understand what is
~ant l?~~>;>;)~Y-pa secs"..~

NTD: Consumers must be liable to the holder of the Regulatory Asset. IESO and
LDCs must have an obligation to collect as collection agents. We will consider
further the "proportionate share, to be determined by the regulations". The a n
pay. a onsumer must determinable.]

Right of recovery, Financing Entity_
x. (1) The Financing Entity nd any prescribed entities shall have the right to recover

the following amounts in full from the IESO, distributors and prescribed consumers:

1. The amounts the IESO
under subsection (1).

, .•~r-. n..a. 
.

2. The amounts of any interest costs or charges
® incurred by the Financing Entity in relation the amounts mentioned in
paragraph 1.

3. The amounts of costs relating to the operation or management of the Financing
Entity, as are approved b the Board. 

of w will the Bo'd— app as? Is this relat~~~~he'
~ F,, ois 

s~MP /1endit ort submitted to th&Board`? Y~~~ n (below) doesn t refer to any

approval taking place.] 
, „ , , ,  , 

f 6LC Note: Need to mention expenditures?1

4. Other amounts as may be prescribed or as may be approved by the Board.

PLC Note: Are you going to be s'a~, 'anything about how the rn ~~~ n~
palculated?

O(~C~e
don't

VJ2MSSS ta ............

the " z i«ht of reco .3333 xav ision aborne.

MV~~ s, F  n-~ provisions cléa P  "reniil ~i  tôi~

e  - ,m~✓ii^'~ai~aiair6 ,,, zzzzzr c.....~,-l~t,arrrr~lllioo~x ~q.RacricaiiiCL~fffai c~✓l✓/•,~aiaia.v~r;Sm i-

1 . A 5~~~ "rc~ulat'~~~scts" something different from the amounts listecl in paras. 1 to 4`~~ ,~~~~r ,.-
&@ &@V` Or are these`me„ s jas 3, the same amounts,,

ll,<,<, rll%OCRZ'~ ,✓SSSS, ~?~T77777T%f✓3'/✓%~%//,/~/l1~^.~ ~`~l))~?3;llll'N/~=YSSIU/`,.,✓ /""~/~.✓/~.%~Oj'.
2 ~re t e ru~es relating to°the sa e of re~ 3
I I`; wi11 actualize its rtg,.~~~~~~<~y~~Y' I don f~unde~
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FINANCING ENTITY

Direction of Minister, Financing Entity
53.6.1 (1) For the u ose of accomplishing

rRlg
IN t ~ f, the Minister may,

~> IF/,
NÇ :VIll llOfrhA,

y,. : initiut v ;j

(a) direct Ontario Power Generation Inc. to establish and operate the Fair Hydro
Financing Trust; or

(b) direct Ontario Power Generation Inc. to
designated by regulation.

~rNc te: Would the direction of the Minister include any additional instructions  ré%
etc.?]

SS 1y~~~an entity

Duty of Ontario Power Generation Inc.
(2) Ontario Power Generation Inc. shall comply with the direction of the Minister.

Object of Financing Entity
53.6.2 (1 The object of the Financing Entity is to finance the amounts required to

accomplish é Govel°tztMent o C)nta ,, ~~ l tive to clefèr the costs qfg,1,9

~~

practical
ffieeting thé ~~' ~ ~~ ~ ~
appointed and whq taie e ponsibili ;> < , en a Trust is established'j. Or will the ~. .
~  ~l ;~~~,
~hesponsibic t~:, feeting ese obligations as the body tl~~#l,~;~,5tablishesimaiiages the ~f
pversees t%~,;,~ated cntity`?],

~✓/ l'ull^: ~~~~% j~~~~»,?T ~~ t L ,~' ~C/ Mar' . «awy✓~ / It11111111 ~✓~i~zi~
7npos~ng~. era ~ô~ igations on f e atnanct ~tt„ ~ ~). As a`

~l' ~e~ ~` --- ~-- --,~>>
u~ will tbes~~~blrgatz

~~ations'? (e.g. is the 
~orced`. Who w ~ responsible l~~r

~~h~" ,
~autô~matic hierarchy of individuals tlaat,

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

activities:
tOL ote: Just~~f~~% confirm that this should be "shall" and A

  M

18
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1. Borrowi2 funds from the Financial Corporation or from such other persons or
entities li  <.z.. :.::< <

2. Investing funds.

3. Making payments and loans to the IESO or such other entity as may be
prescribed in accordance with the re ula)ttiio~n;s ~rian order of the Boar

S/ifFl. ~ I C✓ '1  f ✓/~ %/ Ta~~S /~~[OLC Note: It Iir C ould be best 1ô sp ~~ ~ V,1
or in a Board order to avoid confusion.]

4. Receiving payments from the IESO or such other person or entity as may be
,prescribed in accordance with the regulations.

0LC` Note s It ne~3~~arÿ t(7 ~~ate~~~~t the pa  ~f~ ° celve,~~;  ~oV~ ~ amounts
borrowed? Vti'e had ~ Iready Inade~ ]ar In the opening of t :" etlon that th .a all

6  the oblectzSzo 1 e Z st{1

5. Issuing securities or debt [in the manner prescribed?].

6. Engaging in any activities, including entering into such transactions or
agreements or arrangements as may be prescribed and in accordance with the
regulations.

Board approval of expenditures, etc.
53.6.4 (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 Corporation, in relation to those operations, to the Board for
review.

A
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2

~~ ~~~~~  IN, ~~~~~rias ~s~ s~~~a/~~.t.~o~~a<,.i~;~.
~~~~
~33 °

IN

'" 4 M, -

~Ip s~

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
coam.

~f

fOLC Note: Rather fllan saying In order to' Iect consumers", Should the
to achieve the object of the 1 E"? Or perha ~`s e1 s, n'', ,"Sizbe deb+ ~~` il
need for rep-lacenient language.]
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Deemed assets, trust or entity,
53.6.5 Despite any other provision of this Act or the Business Corporations Act, the

assets and liabilities which are resident in and form s art of the property of the Financing
Entity i e I Ç .  shall not form part of the
assets and liabilities of Ontario Power Generation Inc. or any of its subsidiaries for any
purpose.  ),W-Do we need a carve-out to exclude any subsidiary_OPG estab
borrow for its 5% (approximate) share from the market

(2) Subsection (I) does not apply to a subsidiary established by Ontario Power
Generation Inc. for the purposes of providing amounts in the, form of equity to th air
Hydro Financing Entity or other prescribed entities in order to  support the
Government's Fair Hydro Financing Initiative.],

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 Government of Ontario
respecting climate change mitigation and greenhouse gas reduction.

7. To facilitate the implementation of the ,, "ie dMmiffienf of Ontario's"
to the Electricity Act, 1998]1

j> i yrri~ii ziuq)1fF<sfiii Ruii~✓~~~,~
[OLC' Note: As noted above in the EA purpose provision, need to consrc%r this ~u

x. Section 2 of the Act is amended by adding the following paragraph:

7. To facilitate the implementation of the policies of the Government of Ontario
respecting climate change mitigation and greenhouse gas reduction.

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
basicallyhave the same wording.  ~, There are ahe~~~~number of places in the Act where
you have this type of hearings provision re dir `(e.g., s. 27.2 (7)). If you basically
want the same;authorgty ip each ~nstanoe, then the;;wording should be consistent >in_each.,

20
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iii/~ ,,,..11111////. l /." ///~ - / ;7l / '••••• rr ;•'•  ~•"•• ,J///' ,,, ~%//%/~  , iiJ'-'-"ha CCC/««^ZZZZZï K 9 J1N;//

case. I here are already some discrepancies between the current provisions e.g., s. 2 :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;; i.t should all be worded the same. Let me know.

[OLC Note: Waiting fôr confin-nation whether amendments to s. 78.7 are needed. Please
advise.]

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

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

balances in variance accounts established under section 25.33 of the Electricity Act,
1998 and, subject to section X of that Act, make adjustments with a view to eliminating
those balances within 12 months or such shorter time periods as the Minister may direct.
[OLC Note: I didn't spend any,tiine„on„ the, , above „amendment, -,will revisit„it„in„ the;;r~ext,.
draft. This is a placeholder,]

Commencement
xx. This Act comes into force on [insert commencement rulel

[NTD: The proposed "deferral" will become effective as of May 1, 2017. We A
probably need to have retroactive reg-making authority to make the necessa
regulations that support thé proposal.];


