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ELECTRICITY ACT 1998

1 1 Section 1 of the Electricity Act 1998 iswould be amended by adding the

following clause

d1 to continue create or facilitate the continuance or creation of initiatives that me
reasonably likely to reduce or to support the reduction of greenhouse gas
ineludinginifiativesrelatingteelectrieityGenservationanklefficieney

use of cleaner energy sources and technologies arid to provide mechafg4iifor

N111 instea143c the vafilms references to shoitigatition we tteed httild the

concept that this regime is intentlea for the eligittle class ttf imsttmiers acitiovel

Iair aFid spitAde alitioatioit of the costs as soelated with fehitteittg coat fired

gettertalonwith elennevpower sources having regard t117

useful We of such assets in other wards tlw fair and equitable allocation of the vos1

of new otneration assets ts hitit tahes into aeettont lite ttseliti life of shell assets Il4s

eharactorizatiou is impoilara from a coHstitutiomil law perspectiveINote GGIZA
provisions have been removed for now Please confirin if they should be reinserted 1

2 Clause 1 f of the Act iswould be struck out and the following substituted

f to protect the interests of consume ith respect to i the adequacy

reliability and quality of electricity service and

litttelitOS

potievaspaftoffilieGoveram9440nlariozsiniliativetofieprtheAAsqf

ciciptiinentifil to protect the interests of consumers with respect to the

prices they iiiiVor electTicity including protection of those interests through

the Hydr6Iina1king initiative

OLC No te I have a few concerns about the proposed amendments to clause f and
ome of these same concerns come up in a few other places throughout the draft where

similarwording is usedNote Since the Hydro financing initiative is a defined term and

is clearly required to be implemented under the new substantive provisions of the Act
Im still not sure why this needs to be addressed in the purpose clause However I have

included a purpose provision as per your instructions1

w4iieliiffeluEle411ees1a44islunefit

FLS Sees 71 2 para 2 of the Climate ChangeAct
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x Subsection 2 1 of the Act would be amended by adding the following

definitions

insufkient7

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

classhaving regard to the useful life of the assets hydro financing initia

aired to its decisio0ar

costs to Ontario electricity consumers are allocated fairly over ti inTo

account the useful life of new sources of and technologies for ectri rench
2 I see that there isprecedentwithipthisAettorefer to government policies in broad

A Note I have applied the precedent

Qf the smart metering initiative as per your instructions Just want to reiterate my
concern that the reference to government policy or initiativepolicies 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 timezIt could also have unintended

consequences1

theinitiativeNvith ecifyingthatitmusthedone in the interestsofeonsumef

language is settled Wefllaywant to do

lUter

likewhathasheendonewiththe

Note To consider by describing the initiative as we have in the above definitio

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
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over time its just about pushing the cost increase to future consumers without

considering what is fair across the generationsl

x 1 Subsection 6 1 of the Act iswould be amended by adding the following

clauses

q1 to enter into agreements or arrangements with the Fair HydrcFair 143dro Financing Trust

kerfpipresefibederntiryorentisti under Part

rNTD IliOFeferetites tti the Trust shotiit1 fet4la

such asauthorized entity financing enti

tatty 13e preseriheti PegUlatiCHI

pe ig S g t

ith defined

IT hydro tinahein$

IErtiist or

itineiutie mgggoso44

q2 to engage in activities related theto making payments to and feceiving

payments from the Financing Entity or other ttltitie presnbi under Part V2
as required under this Act and to engage in related settlement activities

OI0 Note Is some of this covered already by clause i Could we address this by

expanding upon clause i Trying to understand whether there is any potential overlap

UtdWetheetithespaudtheththeetsthfititeIES040mathhhiptothbithhor5

detailedhildmannerewitlethelhewhettidtiestheILISOwouldheeutueetetti4

mhiertoke with the 014 Froituittp4 rew the1buoneho4

entities dug OPG eithrg ereates or transacts with in order to fueilitate th

thtferrat itotivities ALL will thnsdepedi

tne or

The IFS awl the LlIcs win also I3e collectiott tigetas ou behalf

gke holders of the regulatory ass

q3 to engage In adtiyities related to the sale or

ldispositionlcoirveyanceiissigilnleilf of the jiiithtliemlati
7

tion 2535 anit in aciordance thiHRentilathnq created under

sectitiltiMc which activities may include

Note As discussedplease confirm terminology

Lii incurring iabilities in relation to the nQE17ESTIMIiini
1441707i thiF37tortniiii it nthiiiiges but hos to he ethhied

reguhuory asset thereby increasing its value but edSo hutreasing

witsamers4 rightlassct

010
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ofj the

Irinhtiasset1 to the Financing tdm i dntity

iW assigning the to third parties

Note I dont understand iii I thought the rights to the asset were being assigned to

the trust and nobody else

4 acting as a recovery agent for the Financing Entity 77f pfeiniINAI ern it iein

relation to aindunis to be deferred and wing part of dierqndat on rissej

keatedtimief 2521f the rightasset

ilayments from the Financing EFdrity or arr presedbed entities under Part

x 1 Subsections 2533 1 and 2 of the Act are repealed and thefollowing

substitatedmould be repealed and the following substituted RBDI 7

Electricity pricing adjustments

Adjustments byTES°
le 1E50 shall throuth itgilling and settlement

systemsonakeadjustmentsTinaeordaneewiththelegulitiMs04ensure4hat over time

ttwments by such classes of market participants in Qatarii5igtire prescribed by

regulation reflect NC
mbo

OLC Note As per our discussion on March 16th there is some concern about whether

the above underlined vording which is the current vording of subs 1 is sufficiently

clear The 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

revisingtheopeningfktshwould be helpful to explain howin a general way the

amounts are to be reflected
1101

a amounts
palttoROnerators

the Financial Corporation and distributors whethef

the amountkit4deteflitinedundertheiliarketralesorunder section 781 782
f the Ontario Energy Board Act 1998

amounts paid to entities with whom the IESO has a procurement contract as

iikagilitined under the procurement omitFact

c amounts received by the IESO directly or indirectly from the Greenhouse Gas

Reduction Account established under section 71 of the Climate Change

MaigailowandLowGarbon Economy AV2446for4hefundingefgreenhouse
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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 V2 and

e amounts paid to the Financing Eiithy under section repayment of

principalinterest and operating cost

Adittstments bv distributors and retailers

2 Subject to sub ection 21 distributors and retailers shall through tbeitbillu

systernsirnakeadjustnients4aocordaueewith theregulationsthetensuretittiagi time

fOLC Note Same concerns as flagged under subs 1
0$111111

amonittspaitltogenerators theFinaneialcorporation anddi§tribittors whether

or 785 of the Ontario ilergy Board lot 1998b LES4110aprocurernenteontraet as

determined under the procurement ckwtract
ii1111111id

c amounts receivd by the IESOprealK6r indirectb from the Greenhouse Gas

Reduction Account establish4iNgecction 71 of the Climate Change

Mitigation and Low cgrbot4476770 Act 2016 for the funding of greenhouse

otfor which the s would otherwise be borne in whole or in part by consumers

i
04amounts reeeivedbJyz eIESc direetlyor indirectlyfrom die Financing Entity

under Part y<2 aliVik

e amoup4paittto the Financing Entity under repayment of principalinterest

And operating cost

OLC Note Your instructions were slightly different for clauses 1 d e and 2 d

icarefully to ensure that the differences are intentional I dont understand the

discrepanciessoiftheyareintended pleaseexplain

fNTD la the short run probably the first fewmonths of this prop
hew Picl may eovey the shortfall 4mused by the
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the amount

kinameilag Rota
mtitie lte

rer te altevei the IPCs need to iteexitresstyI te I t ft collect 17

colleetion agetit ofthe hititier of the regulatory asset aittoutitsdtte

pityittilepefstiattt to th terMS Of that regiilatiiry asset he ameettt

kteitteiettllfinttneinteeitdsewvieingettstsedtttjttst4hoseetteeeitttylintec

Aptlicntion to certain market partit ipantsconsumers

g adjustments under subsection 1 or 2
accordancewiththecegulationsiensure that

theamountsmentionedinelausesrAde and 2 d and e are reflected only in payments by classes of market participants

with respect to electricity consumed by a consumer who
OLE Note This is an attempt to address the other issue we discussed on the phone but

I not sure it is quite rightThe idea would befof the regulationstospenistbownlin

kierKtiter41Mtherhe0

OhlYehiSS feS far die

term

cHint the Trust borrowirm

borrowed funds in the long

An alternative to consider Perhaps this part of the calculations should not even be part

of the GAM it really depends on how this is supposed to work I am wondering if

perhaps this is a subsequent step that is entirely separate from the GAM Tamaras

previous draft had anticipated that the IESO would apportion amounts received from

the Trustentity for the purposes of covering the GAM to consumers If that is the case

then perhaps subs 21 doesnt need to be included in the GAM section at all Instead

we would deal with apportionment by the IESO as a separate matter I have included a

proposedapportionineritprovisionbekywinPart V2

fiNTD it bas not yet been conclusively settled that the amounts deferred will

keghtbul adjustment costs

Wsthewholtsaleniurilietpriceineyeasestheantottotoftbeglolgaadjustinet

Nerreaptndingly deereasei

1101E111

4106414
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sttch it titigitt be better the tig`iural anti 4444 4 44444tittt ti

the NAI seetittii attigathetsnlee ts gk
idjostotertteoset1

a is a member of a class of consumers prescribed for the purposes of subsection

7916 1 of the Ontario Energy Board Act 1998 who is required to pay the

global adjustment regardless of whether or not the Board determines the

rates for electricity payable by the consumer under that subsection

b is served by a sub metering entity or

FV114See414440sei44iiatOfutress

Proposed amendments tu 0Reg 9505 14444ii1iigia4ii44iiiAgismigper5AbigAmi

giesubjeet01thedeferfurandrectivef14

rOr 44444 there wit still he the original prescribed class ofconsumers t11
RPP eunsumers ss4 2 tri the IZIT regalthough the sscreating that class might

x Clause 2533 4 a of the Act is imfieittiO by striking out 2 and 3 and

x Section 2533 of the Act is nmended by adding the following subsections

44Ifrequire4by4regittion4heIES shaltseparatelytrackatt4accottntfor

any amounts referredito Uses 1 c for which it makes adjustments under this

sectionfr

PLC Note Pleaseconfiimtheunderlined4risthisrequiretnentintende4tobe

broader

fOLC Note Instructions included and to direct such amounts to the contracts and

generators or classes of contracts and generators as may be prescribed You noted that

forconstitutionalreasonsyoumaywant40directGGRAmoneyonlytorencwahles
related contracts so that you could show that the money vas used for CilKi reduction

activities Please advise

Sante
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Amounts refeiTed to in clause

subsection

4€1 for which it makes adjustments under that

Amounts referred to in clause 1 e principalinterest and 4

for which it makes adjustments under that subsection

3 Amounts referred to in clause 1 e management and operating costsj for

whi4ritmaliesadiustraentsundertliatsubseetiori

°

Amounts paid to the lair Hydro Financing trust or designated entity moo
authority requiring payment back to TBD of operating costs

5 The following variances if any

i Variances between the amounts set out in paragyffphsnadM
404

fi Variances between the amounts set out
ilparagrat

thattheLESOoonsidersapproprife

A
Separate accounting by distributors and rctaifer Nik

43 If required by the regulations distributOrr nirretailers shall separately track

and account for any amounts referred to in cluuse42 d and e for which they make

adjustments under this section

and 4

Variance deferral accounts
1 tie IL

be required

forth

ELS see the current s 2533 5 as lell ass 88 1 L7 of the Ontario Energy Board Act
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fOLC Note Subs 25337 refers to adjustments made under subs 1 or 2 this

shatildperhaps also refcr to subs 211

s to >3 11 hen 3 ahead

stswis ss44

VredeefltnbeeifdefUlabletbrdOdlyaenpedOeferratnreOnntfrrOVl540rladikd4hel

AVe ifi idv h deferral

3 Section 2533 of the Act is amended by adding the following subsectioti

Additional requirements

IESO a

distributer retailergetteratereranyotherlieenee belderto take tlik06Ps prescribed by

implement or facilitate the implementation of the adjustment for the amounts referred to

in clauses 1 c d and e and 2 c d and e and subsection 211Note As per

our telephone discussion today March 27 there seems to be ongoing debate about the

policy direction
7

OLC Notes

1 Can you give me any examples of how ENE might use this reg making authorityDo

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

2 Please confirm the citations to the borrowing piece against those provisions in this

dragandletineknowifyouneedtonarrowtherfratallDo you want to leave the GAM
section as is and add a requirement in a new section for the IESO to conduct additional

adjustments for a subset of the Payments referred to in s 2533 This second adjustment

would be engaged in after the existing GAM is calculated So it would be a further

adjustment of what has already been adjusted under the GAM

Notc Regulation making authority drafting to be done later oncc the actual substantive element of

when only iGGRA was in play

Subclati

subsection 2533 2 after that must or may be made

I ESON0000309
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TBD whether s 114 13 1 i and ii need further amendment given the inclusion of thd new clause

c in s 2533 1 and 2 dont see anything at this point that would need changes

153414 1

Trring thit iegnitiin new with Onteito

Whority OEEC to conduct warehousing shariferm financing tiethides1 for sac

kintastsitssititstienesessittystesupteanttisiettevoisitinefitis

frescribed

12 Notwithstanding subsectionthe lEft10 stud ctnduct its activitiesj0tum4440

kiti+tifpyfnwiiffi+tffFftfHettfvtsiaftdtiFni+tgpfEwidedHfofi+Fdie+etuiaIioft4i

tentitedstnitlitionsneoulatonstisset

satit

kiStettittineefifttpfsitig444111tite441ninaftt

144t+1431titittbfintiadt40tittAtii54411

itThitffifqtittSHfeffeittEifteEftttse2533ft4fW+elkftecttoi+fttfesstHeestsi

settilicatittinintdetaingthetinfesniiputitutL

I ESON0000309



12

gttleofttssifitttstehtofref4tdtttoyyttssE41U hI1 d
th Fillantingtatity Fotherpreseribedertlitiesa11Iiite dud uhthe regttitittyry asset

ablisltedttilderseialon 2534

assigirtitsrrights40theHregolatorryassetestabitsk4anderthissection40thef iforfrociirtg

yntin
or entity pftscritied tauter section 53 I in accfdanee with any criteria as may

piesefibet1thefegailiftinfis litkiLSB The setkeohltiheeithfueterized4osneuitanon

assintinnetzt In the Fitiorwing Entity or other presetibett entities However we fluty

firkulantry asset in the Fionneing entity 11e re 81111 worii nig this tit

Kaltdeemedflail

amounts Inentionedilysobsection 1 1 are debtsowinnl

Goverittnent7sFairtlycirEiFinancing

fonsuniersliabl7
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flareas toe14i

i fl

titS0

Odd

Src fi

z
V Z Z kk si Y

von tnav

IFSt

wtien at

tue

OLC Note how are the requirements that would determine recovery for this subsection meant to

interact with the GAM reg

tyments to Financing Entity jninfTiti is meant to signal the ultimate fitulantent

ettiOtiOftiteILVO10ftitytheffillfitifttitittutitfirfheNimiteittgtottityltorpows

352
stutill7tItrittinirits4tittin3itatineitIntrtetttoyosteitttistakefittllfittytti

IttnftfterattetteflititilinitettlefiEnt

OLC Note How will the Board be approving these costs Is this related to the

expertdi4urereportsubrnitted40the Board That provistortbelowdoesn4refer

approvaltaking place

itlykokint inay bk pciitbkd kc inay bk iipo
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2 Subsection 114 L3 of the Act is amended by adding the following clause

holder to take specified steps including in order to implemeet or facilitate

theihiplehiehtationoftheadjitshnetitofthamountsreferredtoinclajw$

by which the steps must be taken

Please provide examples if possible so that we can consider o whether this reg authority is 3ufficient

and b whether to refer to the examples expressly

TBD whether s 114 13 1 xii xv are to be amended in any way They provide authority to require

that various actors provide information to various other actor for the purposes of section 2533 or a

cegulation made under this clause If your clients are interest d in a reporting requirement relating to

the actual GHG reduction initiative then think that if that authority doeAlt already exit Lewhere it

could be added but not here As I read it this is really reporting in respect of the adjustments set offs

to s 114 6 of the Act which dell with agr ement to the contrary

Until this fundamental question is answered we are removing the proposed amendments

to s 25331

x Subsection 531 1 of fir Act Nwould be repealed and the following

substitutedg

Objects of Ontario Power Generation Inc

531 1 The objects of Ontario Power Generation Inc include in addition to any
other objects the following Some elements oftite ssobleer may be moved t

stilwantive provision to ensure that tile obligation to support the liar

Note I know that the words in addition to any other objects appears in the current

provision but it seems very odd This suggests that the objects are unlimited which

doesnt seem to be the intention but I could be wrong

ALL Owning and operating generation facilities
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iii

aru tot

40414614441OpelligallK65OperViSilfigAeiiO4iVi4ie504AftaRe0R1 2 Establishing

oi entities for the purposes of

supporting and promoting tile go eminent s

koveriftne41gsIi7airlkdroriotaneingstrategjWhydro financing initiative

viditti Providing financial and other support to the IESO in its activitiesle

relation to the

h an
financuttat

61
tg 4 Engaging in such financing borrowing lendinga04011hted activities

and transactions n arL ra uuo 9 ivguirN1 to proideto support the IESO with

shortterm or longtenn filiancingintd callqder adding etn1finweitti

slfproi47 Felaliffti 40 the liSOs 1eferfed thHriel CR and

h h
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d Providiiig equit not exceeciiitJ the preseribed

amount to support the financingcapaWkylatidTailtiVW capacity of the

Inaxilinufarnesefibeittiltefegniationqiinitthisisregitireditiensieretiot

iiiie Entity

Subsidiaries

41+ 11 Ontario Power Generation Inc may create one or more subsidiaries in order

to more efficiently conduct its activities or achieve its objects

flppeeir be if direct ontintratiir to Ifyifro Onci Hydro thie hers the authority to

IPd1oy to mulelake required generation activities tnronph one or mote subsidiaries

t126 s objects subth aelininviedge the existenee t4subsidiaries This would

OPGS Oft111 Wiry cf eilk° absitinnieN to carry telt its objects4 TVote This

objectw1 i not iied yeeiTnntlirw ine Fair 1 tidru Vineineinft but

knddbeij41esiredj

x Section 532 of the Act iswould be repealed and the following substituted

Rights of the Minister31

532 1 The Ministeron 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 Mirlister mfbehalf 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 ppwer under subsection 1

x The Act iswould be amended by adding the following Part

FLS this provision is based on s 49 of the Act
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PART V2
FAIR HYDRO FINANCING INITIATIVECOST DEFERRAL INITIATIVE

Definin
53401 ItrthisPart

Financing Entity meansathe Fair HydrolnancingErnit mentioned clause 5361 1 aor

b an entity I by regulation as mentioned in clause 5361 1 b4
NTD could move this definition to the beginning of the Act since we use this term in

2533 but lets wait for the drafting to settle first The idea is to have a single term tha
captures the Trustdesignated entity

ft

OLC Note As discussed on the phone you are still working on identifying the spark

plug that would set the financing activities in motion and establish limits on borrowing
etc The possibility of a MinisterLGIC financing directive is not preferred because of

the level of control this would give the government You mentioned that you are

considering whether WIC regulations might be more appropriate or else whether a non

legislative process eg SH declaration might work best Please advise

OPC will likely he feftwireti ieglfeg ttt ttse straw nostottottif effirrt to otttoi

financing There will also likely be rules relateti to haw 11 determines the

firraneirtftegerfegahrfctecruNs1ongrerrnly etc This ill oh he setout ina

COtT DEFfRRAI INITLAITIVE

r I141 13
2H

61q avtivities to reduce electricity price7

TriarU rower shai I al limes that the IFS speeifies causell

FinaticioeI a preseriiied estaNisheti by the Ciwporation Corpordiol

keerhplishilic4 0 00

i ettgoeittgiiesitelifinteieeteehoffitweigeteriditie7ttinirelateriifattsaetioriaE1

kktteilteSfefefredaWUf+tleeai+ieeeetteifjm
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piffehitSe1 41TiliettasigiTesstahlgtiettithilgilseetidT

Ike i as of sli o sos of i nhs o sli orpart of heregula
aSSefrefeixedk4t4ItisSeCtioa

prwide such equity as is jwdin order to strpturt the iirtancitvg capa

ef4keFaiAiTjdroFiaaneimgEatityggc4hetgxktityutt

lhe lrviNhnl phtees the ittithorit

borrewillglendittg tictivities is triggq°oktuthA

7

e

2The I E60 §1altapportionamountsreceived
undersubseetion 1 to consumers

referreio in absettion 2533 21 in accordance with 1
OLC Note How are the requirements that would determine apportionment for this subsection meant

to interact with the GAM reg know this is under active consideration

x Consumers referred to in

paras 1 4 belowl

e liable to the IESO and their distributor for
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101C Note The above is essentially a placeholder for the moment Von

141e

is

NFlkkoosuinersmestbeliabletotheh4deroftheRegtulatoryAssetIESOan

further the propyrtimute share to be le4ermi+tel by

Right of recovery Financing Entity

x 1 The Financing Entityandyinly eatitiirm4 shall have theiTtglittb

the following amounts in full from the IESO distributors and prescribekLetitsunieis

FoNidedRthe IES1the FinaneiwiEntiPortherirsnbTheamounts

6tie4 under subsection ii

The amounts of any interest costs or charges tofifi0iiitKQqs

ineurfedbythe FinancifigEntityiftreistionitheamountsmentionediit

ptuiwiaifril I

3 The amounts of costs relating to theAppiltiwkior management of the Financint

Entity as are approved by the Board

PLC Note lio y will the Board be approving these costs Is this related to the

approval taking place

Other amounts as may brksclired or as may be approved by the Board

0Lc Ck

IOLC Note

dont understand how the following provisions dealing with regulatory assets fit with the right of

recov ry proviion above

I Are the regulatory asset something different from the amounts lited in paras 1 to 1 above Or

are these meant to be the same amounts
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2 Are the rules relating to the sale of regulatory assets essentially rules about how the FE wilt

11

make payments to the FE

Ive set out the substance of your instructions on the regulatory assets here for reference

Note TBD where to place this Part within the Act and how to structure this Part

Temporary number eg Al A2 A3 etc has been used for now

FINANCING ENTITY

DifeetionfpfMillisteFr Financing Entity established orescribed
5361AL 1 For the purpose of accomplishing ft

financing initiative = = e Minister ma

a direct Ontario Power Generation In esitish and operate

FittansingTRtsta trust or

hydro

b direct Ontario Power gene to oversee Administer an entity
er SS

designatedprescribed 4 the regulations

OLC Note Would the direction of the Minister include any additional instructions re

timing etc

Duty of Ontario PowerGration Inc

2 Ontario PowenAtion Inc shall comply with the direction of the Minister

Note Once OPG takes act ion under Al in accordance with the Ministers direction

what happens if at some point in the future the Minister wants a different entity to take

over the role of the FE Is this a concern that needs to be addressee

Objeftf Figancing Entity

1 The object of the Financing Entity is to fmance the amounts required

to accomplish the 71 hydro financing initiative lo defer the cosis

OI0 Note We are imposing several obligations on the Financing Entity FE As a

practical matter how will these obligations be enforced Who will be responsible for
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meeting these obligations

would there be directors

or officers of the trust Or will the OPG be responsible for meeting these obligations as

the body that establishesmanages the trust or oversees the designated entity

Activities

2 To achieve the object the Financing Entity shall engage in the followin

activities

OLC Note Just want to confirm that this should be shall and not may

Borrowing funds from the Financial Corporation or from such other pe

entities as may be prescribed

Investing funds

3 Making payments and loans to the IESO or such other

prescribed in accordance with the regulations or an of thfBoard

PLC Note I think it would be best to specify whether the rules would be set out in a reg

or in a Board order to avoid confusion 7
Note Should the loans language be removed since you noted that the IESO is not

borrowing from the FEI

4 Receiving payments from the IESO orKch Ner person or entity as may be

prescribed in accordance with the re

5Issuing securities or 4
9

nner prescribeel

6Engaging in any actillife iMluding entering into such transactionser agreements

or arrangemeasW7be prescribed and in accordance with the regulations

Board apprevalrifexpenditures etc

5364 A3 1 The Frinancing 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

dutyOPG IESOShouldwebernoreclearaboutwhoissubrnittingthe

expenditures1OLC Note The list of items that have to be reported on could be more

prescriptive eg specifying specific amounts to be set out or it could also allow for the
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Board to specify what it wants to see in the report Let me know if youd like to adjust

the wording of the requirement above

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 in order to protect

consumers

OLC 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

Deemed assets tfustorentity
5365A4 Despite any other provision of this Act or the Business C

the assets and liabilities which are resident in and form part oft

Financing Entity jr an prescribedreferred s

of the assets and liabilities of Ontario Power Generation Inc or Aka

ns
Act

the

1 hot form part

subsidiaries for

any pmpose latdDa we need a carveout to occlude anY SUbSidiarS PG establishes

Note You posed a question about excluding an OPG subsidiary from this rule Please

instruct

OBTAINING

LNote It will be important to read all of the provisions that follow against the provisions

in the existing Act to ensure there is no overlapconfusion beina created due to potential

interactions between existing authority and new authority The drafting focus so far has

just been to get the relevant substantive provisions into the draft without evaluating how

they fit into the broader scheme of the Actl

Ontario Power Generatiol9c to obtain financing

A5 1 The IES y1firect Ontario Power Generation Inc to cause the Financing

Entity to engage i o 1 e following activities in order to accomplish the hydro

financing initi

Note As a practical matter how would OPG cause the FE to do these things How is

this different from directing

ancing borrowing or lending to provide the IESO with shortterm or long

term financing

2 Purchasingreceivingobtaining the right created under section XX and

making any payments to the IESO that relate to the IESOs activities in support

of the hydro financing initiative
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Note Not sure if the regulated assets would always be purchased or if other

terminology might be needed Please advise1

Collecting from the IESO amounts that the IESO is required to pay in relation

to its activities in support of the hydro financing initiative

4 Assigning its the IESOs rights to all or part of the regulatory assets

established under section XXXX
Mote What is para 4 about If this is about forcing OPG to make the FE do things

then does this belong in the list I thought that it was only the IESO that would be

assigning the rights to the FEj

Such other activities as may be prescribed

Same

2 Ontario Power Generation Inc shall comply with a direc

within the time specified in the direction and any prescribed rules

IESO to enter into transactions

A6 1 The IESO shall in order to support the achiev e the hydro financing

initiative enter into transactions with the FinancinEnt other entity for such

amounts as are necessaiy to support the hydro financAg i tive

Note My understanding is that the need for or any other entity stems from the need to

allow for the IESO to obtain temporary financing in the immediate term before it is able

to access the FE Do you want to narrow this so that the IESO is only authorized to do

this before the FE is up and running Or do you want to keep it available on an ongoing

Isursection 1

basis

Same

2 In entering into tr

regulations

der subsection 1 the IESO shall comply with the

RIGHF7OVERY CREATION OF REGULATORY ASSET

Mote re the following provisions

I found a provision dealing with the concept of regulatory asset in Bill 210 from 2002

see s 7913 of the OFBA It deems certain things to be regulatory assets but does not

say much more On the phone you noted that the term regulatory asset does not have

any legal meaning on its own but is just an accounting term that has been used to describe

the statutorily created right of recovery However you also said that there may be a need

to use this term in order to convey the intended meaning from an accounting perspective
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In order to ensure that the drafting captures the policy intent please answeraddress the

following questions

1 Should we be creating a statutory right of recovery or deeming certain amounts to be a

reulato asset You said youd consult on whether the reulato asset terminolo is

important to flag in the Bill

2 You said youre not sure whether or not the Act will require the IESO to sellassign

the right Please instruct If it is optional for the IESO to sellassign then it seems that

the right could in theory remain with the IESO unless you are saying that the statute cans

just create the rightofthe FE to recover without any need for the right to be assignedsold

by the IESO in which case please explain why we need to deal with the

saleassignment at all Please clarify
6

3 Im assumingthat if we are creating a right then the right must be held by someone

eg the IESO before it can be assignedsold So should the right be created in the Act

for the IESO eg the IESO has a right to recover the amounts from distributors and

prescribed consumers since the IESO would then sellassigntransfer the right to the FE
The FE must also have the right to recover from the IESO itself so that creates an extra

complication

4 Should there be some indication of when the right of recoveryregulatory assets will

no longer continue to exist eg once all of the amounts have been paid I notice that

your instructions below about the debt indicate that the debt is no longer owing once the

n r aid but do we need to indicate that the re toi asset 1 o ceases to exist

at that point7

r thOZg amounts in full from the IESO distributors and
Right of recovery create

A7 A right to reco

prescribed consumers is

1 The defedl
6 1

Alifttc

2 Thelindinitg of costs relating to the operation or management of the Financing

Entitwas are approved by the Board

Note How will the Board be approving these costs Is this related to the expenditure

report submitted to the Board That provision dealing with Board expenditures doesnt

refer to any approval taking place just a review and recommendations
Note Need to tnefluala QNDendinavs I

ate

Note Are you going to be saying anything about how the

V
est wil be calculated
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t satisfied

Sale landorl assignment of right Regulatory assets

AS 1 The IESO fmay ShallL in accordance with the regulations sell fandorl

convey to the Financing Entity the right to recovery created established under section A7

Note Your instructions include the terms sell assign and convey which are

correct1

Note Your instructions suaaested that something other than the reaulatorv assets rim

need to be assigned to the FE Are you refening to the warehousing liabilities assumed

by the IESO in the early days What else would need to be assigned Could these items

be listed above in A7 or is there a reason why they need to be kept separate

Sale deemed final

2 The sale and conveyance referred to in subsection 1 is deemed to be

purposes

Note What is this intended to achieve Is this based on precedent language that has

been interpreted to have the desired effectl

Debts

qForgreatercertAlnythetamounts to which the F a righrof recov ryl are

debts owing by the IESO distributors and prescribed consw
until the amounts have been fully paid and fully diw

Note Why is subs 3 necessary Isnt it inherent in the sale of the regulatory assets

that the FE would have acquired the future right to collect these amounts Perhaps it is

unclear that the amount can be collected from not just the IESO but from others down the

chain But isnt that what the right of recovery section above is meant to cover

NoteI havent checked to see ho v other siral

dralted Not sure W need the for treatel

ton Is betweet

frather 0011Si

when all ob

the Financial Entity

dealing with debts al

and alSO TIOI SUre Wilat

hi and fully di schi mouV

elation You also noted that you tpay want to specify who letermines

tatiOnti ha

IESO to recover am
A9 The IES9Ailelllocover the amounts set out in section A7 from distributors an

prescribedsOns4wrslin accordance with

Note how are the requirements that would determine recovery for this subsection meant to interact

with the GAM reg

Note The following two subsections are placeholders Yon noted that the provision is

ginz to have to evolve to deal with COMUMC the grid disconnect completelv

either because they leave the province or they decide to generate their own electricity
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CC01711CC 0150

ttat thc an10zS CaUnOt

Distributors liable

a in t

10dS Of

the Financial otporation
tindeF

qhCf 11C hydro financing initiative

roqilhc

pi Nu kwetion ft does wot apply to a sub4diary eNtoblished Ootario Power

f4therturpowv orpro14dilluwinm111101 ate foravotie
°

Financing er other pro4ribei entities tn1er apportthe

Consumers liable

X prescribed consumers

OnIROMthOn FeleiTed

k

USE OF FUNDS TO REDUCE ELECTRICMLBILLS

Note Depending on how things land with s 2533 this might be a place to explain how
the transactions between the IESO and the FE translate into reduction in the electricity

bills of RN consumers Regulations could specify wv the iESO voud entfte that the

ale reductions t

ss cc

amoun S

of FE funds in the longterm

miv c

NTAtIORNERGY BOARD ACT 1998

x Subsection 1 1 ItofthbliPifeirio Energy Board Act 1998 iswould be amended

by adding the following figrag6ph

JORiiIlii Ir
6 To facilitatpthiihiplementation of the policies of the Government of Ontario

respectialsCtiThate change mitigation and greenhouse gas reduction7 To

acilitate the implementation of the theCiovefnmentofOntariolsIajf

te
S

f

998phydro financing

1111111i initiativet

OLC Note As noted above in the EA purpose provision need to consider this furtherNote Would

need to link with definition in the EA or else spell out the definition here TBD1

x Section 2 of the Act is amended by adding the following paragraph
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x Section 271 of the Act iswould be amended by adding the following

paragraph

Hearings

11 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

held the type of hearing to be held and the time within which it must be held

The underlined is what makes this different from the other provisions in the Act that

basically have the same wording There are already a number of places in the Act where

you have this type of hearings provision re directives eg s 272 7 If you basically

want the same authority in each instance then the wording should be consistent in each

case There are already some discrepancies between the current provisions eg s 272

7 talks about types of hearings whereas s 28 2 doesnt Differences in wording will

typically be presumed to be differences in meaning So the question is what youre

intending to authorize in each case and whether differences are intended If you want the

same thing everywhere it should all be worded the same Let me know
VL7

OI0 Note Waiting for confirmation whether amendments to s 787 are needed Please

advise 7

x Section 7916 3 of the Act ismealed and the following substituted

Adjustment to eliminate varianee

3 In determining rates

vderatLZ1
b the Board shall take into account

balances in variance accotM d under section 2533 of the Electricity Act 1998

and subject to section X of that Act make adjustments with a view to eliminating those

balances within 12 monk o shorter time periods as the Minister may direct

LC Note I didnt s 1revisit it in thenext

draft This is a placeholderNote Please let me know what section the highlighted

portion is supposed to refer to is it the provision that says the IESO has the30year
period to pay off the amount in the variance account for the hydro financing initiative

wonder if this is confusing and whether the amendment to subs 3 above works it

almost seems unnecessary to say that the Board has to take into account this balance

given that we are setting tip a bunch of veryspecific rules about what has to be done by
various entities in order to eliminate this amount What would the Board be expected to

do with information about this variance account For consideration1
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Commencement

Timing
xx This Act eameswould come into force on itile t

approved on either a date specified in the legislation or on a later time to be

stipulated by the Government

rN11vntepropsetPtkferrgtPLwittbeemeeffettiveasofMa20171Wewf
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