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A proposal to create Legislation

Ontarios Fair Hydro Plan Act 2017 if enacted

EXPLANATORY NOTE TO BE ADDED BY LEGISLATIVE COUNSEL
TO ANY FINAL BILL PRIOR TO INTRODUCTION

Insert explanatory note

Notes re this draft

all numbering of provisions may need to be redone
will need to check all definitions to ensure 1 that they are needed and 2 that they

work properly wherever the term is used in the Bill

additional consequential amendments likely required still

overall organization of provisions still TBC for now just trying b get all of the

elements drafted and will reconsider architecture later

need to check consistency of various phrases eg0
period owner ofRAIA vs RAIA owner etc

Preamble

The Government of Ontario is committed to fevering the development of a clean

modern and reliable electricity system with a diverse supply mix The Government is

also committed to removing barriers to and promoting opporttmities for renewable and

clean energy projects

The Government of Ontario has established a regulatory framework related to the

generation and sale of electricity which has promoted and continues to promote

significant investment to enable phasing out of coal fired generation modernizing sites

and facilities Cfor the generation of electrical energy and the production

therefrom for i 2 and conservation and demand management ENID small point
hut there a I 0 procurement contracts for hydro facilities located in Quebec

hbut t r i cted to and supply energy to Ontario44
The Goverrtent of Ontario is committed to ensuring that the costs of these investments

and the raising of money to fund the investments3are allocated fairly among present and

future generations of consumers

respect ofreference

I Note please see the preamble of the Green Energy Act 2009
2 Note please see clause 92A 4 b of the Constitution 1867 des emplacements et des installations de la

province destines A la production denergie electrique ainsi que de cette production meme
3 Note please see opening flush of s 92A 4 of the Constitution Act 1867

Confidential Draft for discussion purposes only

6712231 v3

IESON0000956



3

Therefore Her Majesty by and with the advice and consent of the Legislative Assembly
of the Province of Ontario enacts as follows
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ELECTRICITY ACT 1998
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103 Commencement
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PART I

GENERAL

Interpretation

Definitions

1xx 1 In this Act

Board means the Ontario Energy Board French

Ce

clean energy adjustment means the amount determined under gection 10xx French
Note will need to check throughout the draft that referenm to CEA are clear as to

whether its the total CEA in respect of a reference perioa vs the portion payable by a

specified consumer

clean energy benefits means in respect of a reference period the value of the benefits

determined to be derived by the specified consumers during the reference period as a

result of the clean energy initiative including as a result of past present and expected

future incurrences of clean
energy

costs French

clean energy costs means in respect of a reference period the value of the costs

allocated to specified consumers during the reference period as a result of the clean

energy initiative iwluding as a result of past present and expected costs incurred in

respect of

a the estimated amounts to be paidenststobeincorrtd by the IESO under

section 2533 of the Electricity Act 1998 or any provision that is

the successor to that provision which relate to contra NTD if the intent

sts associated with the followinn procurement contracts

intim under section 785 of the LB Act we would suggest that the

highlighted language above is unnecessary The IESO does not incur costs

under section 2533d

a 4iprocurement contracts for

a renewable energy generation or capacity
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conservation and demand management including

storage c
separate ten

Id storaut he included as JIM or as a

s intent to include only stonttze procured by OlA
as procurement contract or also storage procured by BO under

market rules

i4energy efficiency

natural gas generation and capacity exclu

contracts relatin

782 of the Ontario Energy Board Act i 994adtcluding such

84 8ffcontracts as may be prescribed or INT f tkius ate the

only procurement contracts do not n tide 782 since

OEFC contracts would by definitioug4t belatited

payments made or expecteto be m der section 785 of

the Ontario Energy Board Act 19 and

such other estimated costs as may be prescribed French

clean energy initiative means the policies Mvernment of Ontario related to

a fostering the growth of and investmait in clean and renewable energy sources

and technologies

b removing barriers to and promoting opportunities for clean and renewable

energy source and technologies and

c promoting con servation and demand management French

electricity vendor means the FS a licensed distributor a licensed retailer or such

other person as may be prescribed and shall include the ITSO to Ow eNteiit that it

ypigs a specified consumer French

fail adjus ent means the determination of the rate payable for electricity in

accordance with Part II French IN iD knt the fair adjustment the rate nott

ad i of creating the rate

4 Note this is similar to the definition of electricity vendor in the Ontario Rebate for Electricity ConsumersAct 2016
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Financial Services Manager means Ontario Power Generation Inc or such other

person or entity as may be appointed as the Financial Services Manager by the

Minister under section French

Financing Plan means the plan prepared under section X as amended from time to time

in accordance with this Act French

funding obligation means a payment obligation incurred by or on behalf of

regulatotyassetowneroran investment asset owner under section x in ci

with die transfer it a regulatory asset or the refinanciim c

obi 4ation French
existing

IESO means the Independent Electricity System Operator cqatirkKdder Part II of

the Electricity Act 1998 SIERE

IESO funding shortfall means inrespeciofarefere seperiE amount determined

under section 20xxfarthcivfoivn<oc peciod Frenc NT The fu n d ing shortfall

is the amount 11S0 records in the variance a toothtv lontlily recording

of shortfall is consistent with section 20x+
need to reference a time period

is definition does not

investment asset means the investment asCted as described in section 22xx
French

investment asset owner means a financing entity that acquires an investment interest in

the investment asset French

investment interest means an ownership interest in the investment asset and in the

case of a transfer Attest m an investment asset Whielietititlesmifwestment
95552

assetowner to eltghts and benefits specified in the agreement under which the

interest in the est cut interest ownership interest is transferred

invoice amount means the amount determined in accordance with subsections 21
and 22 and the regulations that is payable by a specified consumer for the

provision of electricity in Ontario during a period of time specified on an invoice

issued by an electricity vendor French

licensed distributor means a person licensed under Part V of the Ontario Energy Board

Act 1998 to own or operate a distribution system French

licensed retailer means a person who is licensed under Part V of the Ontario Energy
Board Act 1998 to retail electricity French
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Minister means the Minister of Energy or such other member of the Executive Council

as may be assigned the administration of this Act under the Executive Council Act
ministre

prescribed means prescribed by the regulations prescrit

act has the meanin2 nrovided in the Electricity A0 1998

reference period means

a the period beginning on May 1 2017 and ending on Octob

b every sixmonth period following the period multi ned Jake a or such

shorter period as may be set out in the Fair Allocatio Plaw French

refinancing means a repayment or repurchase of a fundint obligation for cancellation

by or on behalf of an investment asset owner by awl rug the net proceeds obtained

by the owner incurring one or more other funding obliLations French

regulation means a regulation made under fhisAM reglement

regulatory asset means the right estabilhedihder section X to recover the II SO
funding shortfallarnount recordadlpliiZariance account French

representative consumer

3 French AO

specified consumer I

a colfsumer who meets the criteria set out in subsection

a a persdii wholTas an account with an electricity vendor for the supply of

elLetrieitv receives an invoice in respect of the account and meets the criteria

t 4 subsection 2 or

ch other person as may be prescribed French

Toronto Hydro means Toronto Hydro Electric System Limited French

1 transfermeacisafassigvimecit coviveyaimie disposition OF a4erneans in relation to the

regulatory asset or any portion thereof any act of IESO which states that it is a transfer of all

or any portion of the regulatory asset for purposes of this Act or any other act of the 1ES0 by

which the 1E50 purports to dispose of its interest in al or any poriion of the regulatory asset and
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iI in relation to an investment asset or any investment interest any assignment conveyance

clisofxition or sale thereof and in each case transferred shall have a corresponding meaning

French rNTD For a number of reasons it is difficult to treat the transaction between the

1E50 and the Financing Trust as a transaction which is in law a transfer sale or assignment

We think that the best way of proceeding is for the Act to state specifically that upon any

transfer the 1E50 has no further rights in the Regulatory Asset or portion thereof

transferred and the Investment Asset Owner acquires the corresponding Investment rlcrest

free of any adverse claim Since in both cases these rights are a creature of sratute it is hard

to see how such a stipulation could realistically be challenged However in order to avoid

circularity the term transfer needs to be defined more broadly so that it is not dependent

upon there being a transfer at common law

ccount means the variance account established under section 201me

Specified consumers

2 For the purposes of clause a of the definition of specified consumer in

subsection 1 the person must meet any one of the following criteria

The person has a demand for electricity of 50 kilowatts or less or such other

amount as may be prescribed

The person annually uses not more than 250000 kilowatt hours of electrici

or such other amount as may be prescribed

The person carries on a business that is a fanning business for the purposes of

the Farm Registration and Farm Organizations Funding Act 1993 and either

holds a valid registration number assigned under that Act or the has had the

obligation to file a farming business registration form waived pursuant to an

order made under subsection 22 6 of that Act

4 The persons account with the electricity vendor relates to

i a dwelling

ii a property within the meaning of the Condominium Act 1998

iii a residential complex within the meaning of subsection 2 1 of

the Residential Tenancies Act 2006 without regard to section 5 of that

Act or

iv a property that includes one or more housing units and that is owned or

leased by a cooperative within the meaning of the Cooperative

Corporations Act
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The person satisfies such tother additionalleriteria as may be prescribed

Invoice amount

21 Subject to subsection 22 and the regulations the invoice amount for a

specified consumer includes the following amounts

1 In circumstances where the electricity is provided by a licensed distilbilk or a

licensed retailer the following

i The commodity price of the electricity used during th

ii The rates and charges set out in the applicablecete order isSued by the

Board under subsection 78 3 of the Ont o Etter Board Act 1998

iii Any adjustment on the invoice requjEd uncle on 2533 of the

Electricity Act 1998

iv The amount of any harmonired setax
payable by the consumerl

under Part IX of the ExcistIo4144Panada

v Any other amounts Wscribedc
ircumstances where tbniec ity is provided2 Inc where thtnecaiity is provided by the IESO such amounts

as may be prescribe Frenciv

Same exclusions 46
22 Except as ofFterwie tittTcribed by the regulations the invoice amount does not

include any of the foil ONN ag amounts

The balance Rany amounts carried forward from previous invoices

Plhalti or interest

arges that do not relate to the use of electricity

Any of the following charges that may be set out in an order issued by the

Board under subsection 78 3 of the Ontario Energy Board Act 1998

i A fixed monthly service charge payable by a generation facility within

the meaning of section 56 of the Ontario Energy Board Act 998 and

classified as microFIT
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ii A charge labelled as a specific service charge or retail service

charge

iii A rate rider

5 Any other prescribed amounts

Representative consumer

3 For the purposes of the definition of representative consumer in wbsect

the consumer

a purchases electricity directly from Toronto Hydro

b has an account with Toronto Hydro that falls withilra residentialrate

classification as specified in a rate order mackh the Board under section 78 of

the Ontario Energy Board Act 1998

c is invoiced by Toronto Hydro on a norit

d is not invoiced by Toronto Hydro Mr eIeOricity on an equal monthly payment

plan or an equal billing plan

e uses on average 750 kilent

necessary to make

Transfer

4 For greater ceTtainirriSsfer of the regulatory asset or a portion of the

regulatory asset includegnVdet of the IESO by which the IESO purports to dispose of

all or anv part of7its nittreStin the regulatory asset withtheresultElfanamedperson

becoming d ot an in interest NTD section may not be necessary with

proposed reeecieihnition of Iiisfer1

s of electricity each month INTD is it

based on time of use

Effia of invalidity etc5

2xx I For greater certainty all of the provisions of this Act remain in full force

and effectreven if some provisions are held to be invalid the intention of the Legislature

being to give separate and independent effect to the extent of its powers to every

provision contained in this Act

5 Note this is from the Climate Change Mitigation and Low carbon Economy Act 2016
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Same funding obligation

2 The fact that any provision of this Act is held to be invalid or ceases to be in

effect for any reason does not affect a funding obligation that was incurred under this Act

before the day that the provision was held to be invalid or ceased to be in effect

Purpose
3xx 1 The purposes of this Act are6

a to ensure that clean energy costs are fairly allocated among specifiel

consumers over time and that the process by which the ProvincejAises1
to fund the costs reflects the fair allocation and

b to recognize that clean energy benefits that have accrtiecprildithatVil accrue

over time will continue to benefit present and futuweleelfkitAe onsumers in

the Province

Crown bound

4xx This Act binds the Crown

Protection and assurances

Prohibition

5xx 1 The Crown shall not do anritig thtAvould

a hinder delay impair or prejudic

clean energy adjust4inti

b except as expipslf permitted by this Act reduce the amount of the clean

energy adjuguit44k614ertheprioriof thecleanenergyadjustinentOVer

otherdeb6Oli the clean energy ad histment is allocated and

collecte

charging collection or remittance of the

cffiiiiISAffect an investment asset or a funding obligation

Clarification wit respect to regulations

2 For greater certainty the things prohibited under subsection 1 include the

pproving of a regulation under this Act

Agreements for compensation

3 The Minister may with the approval of the Lieutenant Governor in Council enter

into agreements on behalf of the Province of Ontario with any person in respect of this

6 Note Please see the Electricity Act 1998 for much of the wording proposed in this section
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Act including agreements regarding fmancial commitments fmancial arrangements

indemnities or similar transactions

PART II

FAIR ADJUSTMENT

Fair adjustment May 1 2017 to April 30 2018

Definition

6xx 1 In this section

average baseline invoice amount means the average monthly invoices amount that

would be payable by a representative consumer under the average baseline rate

French

average baseline rate means the average rate that womld be payable effective May 1
2017 by the class of consumers prescribed by the regulations under the Ontario

Energy Board Act 1998 for the purposes of subsection 116 1 of that Act as

determined by the Board by applying the nthod prescribed by the regulations under

clause 7916 1 b of that Act Frenc117

submeter customer means a person who is supplied electricity by a specified

consumer if an invoice for the electricity is issued to the person by the specified

consumer by an agent of the specified consumer or by a unit sub meter provider

providing unit sub metering for the specified consumer French

Rate determination

2 Subject to subsection 3 to more fairly recognize clean energy benefits 113 esa sufe

and allocate the clean energy costs andcleartenergybenefitsamong present and future

generations of specified consumers the rate 1N TD rate or rates1 for electricity

payable by a specified consumer for the period beginning on May 1 2017 and ending on

April 30 2018 is the average rate that would be payable by a representative consumer in

order for the representative consumer to receive a monthly invoice amount that is 25 per

cen ess than the average baseline invoice amount INisi if the rate determined by

re lation different from the rate OEB just set for May I will consumers fl

a re the difference Do there need to be nrovisions addressinvf this

does the alnyke a112u with subsection 0h below

Submeter customers

3 A specified consumer who provides electricity to a sub meter customer and any
unit sub meter provider who provides unit sub metering for the specified consumer shall

ensure that the rate payable by each submeter customer is the rate determined under

subsection 2
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Determining rate

4 The rate mentioned in subsection 2 shall be

a determined by the Board within seven business days after this section receives

Royal Assent and

b effective as of the first day of the calendar month immediately foil

determination

Transition

5 If for technical or operational reasons an electricity vendor specified consumer

or unit sub meter provider is unable to adapt its invoices to comply with this section b

the time it issues its first invoice for electricity consumed on or after May 1 2017

a the electricity vendor specified consumer or nit sub meter provider shall

adapt its invoices as soon as possible and in event no later than August

2017 and

b the electricity vendor specified consumer outhlit sub meter provider shall

ensure that any specified consumer or sub meter customer invoiced at a rate

higher than the applicable rate receives the difference between the rate shown

on their invoice and the applicable rate as a lump sum credit on the first invoice

issued after the invoices have been adapted or by such other means as may be

prescribed by the regulations

Fair adjustment May 1 2018 to April 30 2022

7xx The Lieutenant Governor in Council may to more fairly measure and allocate

the clean energy costs and clean energy benefits among present and future generations of

specified consumers make regulations prescribing the rate INTD will regulations

he criteria to be applied by the Board in setting the rate h

important Aiiik ellablishment of a reaulaton asset that the llard establishes the

rateJr Mer the variance The Board w ill also need to determine what

RP price d have been without these provisionsNeed corresponding section to

s 6 415off electricity payable by specified consumers and sub meter customers during

the period beginning on May 1 2018 and ending on April 30 2022

prescribe the ra

PART Ill

CLEAN ENERGY ADJUSTMENT

Specified consumers to pay clean energy adjustment
8xx 1 Upon receipt of an invoice that includes a clean energy adjustment a

specified consumer shall pay the clean energy adjustment to the electricity vendor as
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agent of the investment asset owners in accordance with such terms of payment as may
be specified in the invoice which may include terms relating to late payment fees and

interest charges

Same

2 For greater certainty subsection 1 applies regardless of

a whether the clean energy adjustment is inconsistent with the fair

calculation made by the Financial Se vices Manager under Part IV

at the time when the payment is due and INTD flit Fait Alioca

called for in the Bill now Note there are All a few reference

Allocation plan in the Bill which we assinne will he changirM eiext

iteration it the current approach of not 1Ninp

b whether the clean energy adjustment relates to funalk objations that were

incurred in a manner that was inconsistent vi the FiNOrmg Plan

Indebtedness of specified consumer

4 An unpaid clean energy adjustment that is required to be paid by a specified

consumer under this section constitutes indebtedness of the consumer to each investment

asset owner in respect of each owners respective interest in the investment asset

Same

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

obligation owed by the specified consumer and may be enforced independently from any
other payment obligation or indebtedness owing by the specified consumer under the

invoice or otherwise

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

specified consumer under this Act is determinative of the amount of the consumers

indebtedness createdlby the adjustment and is irrevocable upon invoicing the consumer

and may not be set off or by passed

Exception

2 Subsection 1 does not apply to the extent that there is a calculation error by the

electricity vendor

Determination of clean energy adjustment
10xx 1 The clean energy adjustment payable by all specified consumers in respect

of a reference period shall and as prescribed be determined as follows
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The Financial Services Manager shall estiinateCalculate the estimated fmance

amount for the reference period in accordance with Schedule 1 and such

additional rules as may be prescribed

Add rite Financial Services Manager shall calculate Adjust for the true up
amount for the reference period as determined in accordance with the

prescribed method to the estimated fmance amount calculated under paragraph

LINTD the true up amount may be either positive or negativ

inancial Services Manager shall not less than xx days prio

11111iiAth ReferentL Period inform tfiv Boaki of the ctirnatcki 4mount

and the true up amount

Rate determination

2 The Board will determine the rate at which specified conrs invoiced to

recover the clean ettenw adjustment in respAof the

accordance he regulations

True up amount

32 For the purposes of paragraph 2 of subSti s the Lieutenant Governor in

Council may make regulations prescribing the method for determining the true up

amount having regard to the following principles

1 The true up amount should serve ensure that the collection of the clean

energy adjustment is sufficient to pay the estimated finance amount when it is

due

bee period in

The method for determining the true up amount should take into accoun

histof siNtablyforeseeable

elate differences between amounts billed and amounts collected

to various factors including applicable taxes consumer defaults

d delays billing lags and writeoffsand

aggregate variations in billings due to variations in electric

consumption and

variations between thc cAimated finance simount for i reterene period and

actual finanoc amount for that period
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IESO to issue remittance notice to electricity vendors

11xx 1 The IFS shalt in accordance with the teguh

rtericetYeacheleiAtieityvendefiettintientfortheelectricityvendorspoftienai

em inee

theeleanenefgyattitrs4inentinrepet4

of a cc k rence poledrINTD the IESO does not believe IFSO needs to issue an invoice

or statement to electricity vendors The ILSO will not know the amount to be

invoked and electricitv vendors have an obligation under 12x to remit amounts

collected to the IFS0 which in turn the IESO collects and remits to the investment

asset owner The investment asset owner will then record the variance between the

clean energy adjustment determined in Iftxx1 and the amount remitted by the

IFS0 he factored into the true upd

IESO to collect

2 The IESO shall as an agent of the investment asset owners collect the clean

energy adjustment paid byffont electricity vendors in accordance with the regulations

and the monthly settlement process set out in the market rules made under section 32 of

the Electricity Act 1998 ENTD the VSOs obligation will be to collect and remit

from electricity vendors what is paid We understand from prior discussions the

obligation is not to collect evervthing that is invoiced by electricity vendors other

than lESO Any underpayment will be recorded in a variance bv the investment

asset ownerfinancial services manager and recovered in a future reference period

Collection account

3 All of the following amounts received by the IESO shall until paid to or for the

benefit of the investment asset owner in accordance with subsection 5 be deposited

promptly into an account established for the purposes of oollccting receiving those

zittountsamounts

Amounts described in subsection 12 4
Payments made by specified consumers directly to the IESO as electric

vendor under subsection 8 1
Same held in trust

4 All amounts received by the IESO in respect of the clean energy adjustment shall

until paid to or for the benefit of the investment asset owner in accordance with

subsection 6 be held in trust for the investment asset ownersofaseemedpaftyto

whomasecurityinteves+inanjuwestmentintefestisgantedunderthisAct I see

sections with security interest language4
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IESO to remit

5 The IESO shall remit amounts received by it in respect of the clean energy

adjustment to or for the benefit of the investment asset owners in accordance with the

regulations

Collection of outstanding aniefints4

6i f the total dea

felled of a reference period is less than the amount contemplated to

Managerunfier PartIVtheIESOolayentlectthedifierencefromsp
COOSUMerSi

Electricity vendor to invoice specified consumers

12xx 1 The Each electricity vendor shall issue an inv

consumer with maccount with such electricity vendor for th

consumer in respect of the clean enetliv adjustment dqgimine
set by the Board under section 10xx2oonsan4cns

adiustmeHt and as furdwr prescribedi4H

Electricity vendor to collect

2 Each electricity vendor shall as an

owners collect the clean energy adjustni

accordance with the regulationsmonthq

madeundefsection 32 of the 1Ieet

with 8xx I 1DCs do note

IDC collection is governed

Pro rating of payme
3 If an electricity vendoi receives a payment made by or on behalf of a specified

consumer in respect of amounts payable under one or more invoices and the amount paid

is less than the total amount payable the electricity vendor shall allocate the payment on

a pro rata basis to the clean energy adjustment and other amounts payable under the

relevant invoices in respect of electricity charges for the same invoice period

ecified
5

pavao
the

01Cart

c ES andthe investment asset

from specified consumers in

nt process set out in the market rules

1998 JNl D deletion to be consistent

onsumers in accordance with market rules

Codes

Held in trust

4 All of the following amounts received by an electricity vendor shall until paid to

or for the benefit of the investment asset owner in accordance with subsection 5 be held

in trust for the investment asset owners or a secured party to whom a security interest in

an investment interest is granted under this Act

Payments received from or on behalf of specified consumers under subsection

81
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2 Portions of payments received from or on behalf of specified consumers under

subsection 8 1 that are allocated to the clean energy adjustment under

subsection 3
3 Any proceeds arising from the exercise and enforcement of any rights and

interests under or in respect of the investment asset

Remittance to IESO

5 Each electricity vendor other than the IISO shall remit amounts described ip
subsection 5 to the TES for the benefit of the investment asset owners or secured

parties in accordance with the regulations INTD deletion to be COP uur

proposed change to the definition of electricity vendor

Regulations

6 If an electricity vendor fails in the manner described iniftelegulations to

comply with the requirements of this section the electric ii vendor shall take such steps

as the regulations may prescribe

Appointment
13xx 1 Note To be elaborated

Termination

2 The Minister

the Financial Servi

PART
IMPLEMENTATION

FINANCIAWRINES MANAGER

by written order terminate the appointment of an appointee as

N hanger if

a the Minister has advised the appointee that the Financing Plan is either

inconsistent with or is being implemented in a manner that is inconsistent with

CthelOtoiples

set out in section x

ab appointee has been afforded ati appointee has been afforded a reasonable opportunity to consider and

address the inconsistency and

c the appointee is unwilling or unable to address the inconsistency to the

satisfaction of the Minister
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Replacement

3 Upon terminating an appointment the Minister may in accordance with the

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

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

under this Act and may administer the investment asset on behalf of the investment asset

owner

Same

2 The administration of the investment asset may include the folio

1 Providing information in accordance with the regulations f5 the Board in

respect of funding obligations and the determinatui of the clean energy

adjustment in accordance with section XX

2 Providing infoimation to electricity vendorsUding the IESO in respect of

obligations under Part III

3 Such other matters as may be presVit

Review of costs

3 The Board shall review the adniinistrafKe costs of the Financial Services

Manager in accordance with the rekitlationst

OCATION AMOUNT

Financial Services Manager efilculate fair allocation amount
15xx 1 The Financial Services Manager shall calculate the fair allocation amount

for the purposes o

a faifiTtneaftring and allocating the estimated clean energy costs and estimated

1111111m clean energy benefits among the specified consumers in respect of eachQm
rerence period and

ligning funding obbligning funding obligations that may be incurred during each reference period

with the allocation of the estimated clean energy costs and estimated clean

energy benefits across present and future generations of specified consumers

Amount

11 The fair allocation amount in respect of a reference period is the sum of the

following amounts
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1 The amount if any by which the estimated clean energy costs clean energy

benefits to be allocated to specified consumers in respect of the reference

period exceeds the estimated amount of the global adjustment that would be

borne by the specified consumers in respect of clean energy costs in the

absence of this Act

2 An allocable portion of the value of any fair adjustment determine

accordance with subsection 3
Principles

2 In calculating the fair allocation amount or in developing the fair allocation

calculation subject to subsection 3 the Financial Services IV anager shall have regard

to the following principles

1 Clean energy costs allocated to the specifiedonsurneiWn respect of a

reference period should be allocated in proportion to the clean energy benefits

attributed to the specified consumersin ropect kf the reference period

2 The clean energy benefits attributO

reference period should be detephiiiec

specified consumers in respect of a

sed on Insert principles

3 The fair allocation calculation skulinclude reasonable assumptions

regarding the folloVg

i The time N4Iue of money or the rate of inflation for the purpose of

equating nomiol amounts over time

lixpwted number of specified consumers for each reference period

expected electricity consumption rates for each reference period

Alio ofra4jüstment

f3ft hef5re the Financial Services Manager has calculated the fair allocation amount in respect of

a refEqence fferiod a fair adjustment has been made under Part II in respect of the reference period the

calculation shall include a portion of the value of the fair adjustment in the fair allocation calculation for

each future reference period

Amendments to the fair allocation calculation

4 The Financial Services Manager may amend the fair allocation calculation from time to time as

the Financial Services Manager considers appropriate having regard to the requirements of this Act
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Submission of fair allocation to Minister

5 The Financial Services Manager shall provide to the Minister the fair allocation calculation and

any amendments to the fair allocation calculation

Effective date

6 The fair allocation calculation or an amendment to the fair allocation calculation tatehtect on

the day that is 30 days after the fair allocation calculation or the amendment as the case may be

provided to the Minister in writing

Publication

7 The Minister shall ensure that the fair allocation calculation antrany am
available to the public in a manner that the Minister considers appropria1

FINANCING PLA

Financial Services Manager to prepare Findnein° Plan

16xx 1 The Financial Services Manager shall prepare and provide to the Minister

a written plan entitled the Financing Plan to be used by the Financial Services Manager to

evaluate whether potential funding obligationhould be incurred of potential tratisfefs

should be made for the purposes of t14

drrients to it are made

Principles

2 In preparing the Finacing Plan the Financial Services Manager shall have regard

to the following principle

1 Any incurrence of ffunding obligation should reasonably align with the

expected finance amount determined under Schedule 1 that would become due

and payable during a reference period after giving effect to any contemplated

ref 6$ with the fair allocation amount determined for the reference

period under this Part as of the time of the incurrence in each case afterperiod
underthe fair allocation calculation by the amount of any fair adjustment for

e reference period

2 Incurrences and transfers should be implemented in a manner that as the

Financial Services Manager considers to be reasonable is cost effective and

reflects prevailing market terms and conditions

3 Reasonable assumptions should be made regarding such matters as may be

prescribed
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Note for reference List of items for consideration in regulation a anticipated IESO

funding shortfalls and related transfer amounts b the maturities of funding obligations

c the availability of refinancings redemption opportunities and liquidity terms and

conditions in order to achieve the objective contemplated in section X1a d the

availability of currency and interest rate hedging facilities for the purpose of mitigating

any differences between the expected fmance amounts becoming due and payable during

a reference period and the fair allocation amount for the reference period d the amount

and potential variability of interest rates and related financing costs e available capital

markets in which funding obligations may be incurred

Amendments to approved plan

3 The Financial Services Manager may amend the Financing Platat any time

without the approval of the Minister subject to the requiremero get out in this section

Limitation first five year period

4 In respect of each reference period from May 42017 to 1 30 2022 no

funding obligation shall be incurred that would becomellayable during the reference

period and result in a clean energy adjustment for the reference period unless

a no fair adjustment has been made Uder Part II in respect of the reference

period or

b if a fair adjustment has been made Mier Part II in respect of the reference

period the funding obligations incurred would not be payable during the

reference period in an amount that exceeds the difference between the fair

allocation amount for the reference period and the amount of the fair

adjustment for the reference period

Confidentiality of plan

4 The Financing Plan is deemed to be a record subject to section 17 of the Freedom

ofinformation and Protection ofPrivacy Act

mplementation of Financing Plan

7xx 1 The Financial Services Manager shall incur funding obligations and make
aterial conformity with the applicable Financing Plan

Same

2 For greater certainty section paramountcy of funding obligations applies

despite the failure of the Financial Services Manager to comply with subsection 1
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Financing entities

3 In accordance with the Financing Plan the Financial Services Manager may
establish one or more financing entities that may incur funding obligations and make

transfers

Prohibition

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

incurred with any recourse to any assets of an electricity vendor the Board the Province

or the Lieutenant Governor in Council except to the extent that any of these persons or

entities may be liable to perform obligations or duties arising under this Act or under the

express terms of a funding obligation

Effect of amendment to Fair Allocation Plan

4 No funding obligation incurred and no transfer mad

Manager shall be affected by any inconsistency with the Fin

inconsistency with the principles set out in section X

PARRAT
THE REGUL

Interpretation portion of regulatory asset

18xx If a transfer under this Part provides for the transfer of a portion of the

regulatory asset any references in this Part to the regulatory asset are deemed to be

rererences to me portion or
tme regulatory

asset transrerrea

Note This is meant to assist with clarity in the subsequent provisions

ial Services

including any

Varianeeavvitint

19x 1 the 13 sli7114ifisueanaoeountineerflertoauthorlie

account for the purposes of this

The3ESXfandingshottfaliiathevatiantaceeiintfrowttimetotinie

e 11O funding shortfall in accordance with section X and the

reetilatiot

NO 114W

2 Fhe order of the Board sha

N 0 appeals etc

e1 hes 144n7thrcadQr of theRoard
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IESO funding shortfall

20xx 1 The 1ESO

e equal to

iikqeffnitiethe IESO funding shortfall for each month shall

Czilculatif the sum of all invoice amounts not including HSI issued to

specified consumers for the month if Part II of this Act did not apply Liom
information provided by electricity vendors

B Calculate the sum of all invoice amounts not including IIST is

specified consumers for the month from infonnation provided

vendors

le sum of ail financing costs o

in the event IFS pays

need to add such costs 1

Reliance on certain information

For the purposes of calculating A an+ p
0 formation provided to it I

0 related to 140 funalegirtortialls NT
cing entitys interest a

funding ikortfall

calculate this minouni

from electricity vendors Ele

consumption of each cons

would have beentand nprice is now

g first $ years will

20xx1 the IESO shall

YendoB

unn

NTD the

aining neeessar

hdors will need to apply

Fla TO1 bucket or tier at what price

ehy

rrrit4i214o4o the amount calcrilated

adjatillent a nay IR ebed

Nil we have used Oh IESO funding shortfall throughout to denote the

nthlv amoun levariance account balance to denote the cumulative

amounts as subialLto Aliustment from time to timed

SO shall establish and maintain a variance account and shall recorc

account Oe amount of the LES Li

this likeolgis ten t Ei ith section 25336
authority to govern the variance account

iyrtfalt foi each month Nit
Consider reg making

Same

2 To the extent that the IESO funding shortfall for any month is based on an

estimate of the electricity used by specified consumers or an error lw an electricity

the IESO shall record an adjustment in the variance account inthcfollowing
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month to reflect the difference between the estimate or the erroneous information and the

electricity actually used by specified consumers

of FV fwnding shortfallSame

3 IESO shall record shortfall froin time to time inehiding

resulting from the exercise of the right of recovery under section

21 and or any transfer under section 22 in the variance account

Recording determinative

4 Any recording f the I i S0 funding shortfall ofHi the variance account is

determinative of the amount of the iriaiic account 11SO funding hortfall at the time of

the recording

5 No adjustment to the variance account shall affect the rights of the investment asset

cquired pursuant to a trans tRIT section 22xx

Regulatory asset established

21xx 1 The IESO has the right exercisable in accordance with this Act and the

regulations to recover the IESOfundingshoytfallumount recorded in the valiance

account from specified consumers

Samerrestfietiows

2 The Board shall and as further prescribed by reeulation determine and set rates

ovable by specified consumers for the purpose of allowi ug the FES to recovc

amount recorded in the variance account INTD if the IESCYs right to recover is

subordinated to that of the investment asset owners we are advised that the 1E40
will not be able to record the creation or divestiture of the regulatory assetfche

1ESfYii niglittorecovertiK ITSO funding shortfall iiC1i0 StibAVO041 sabiecttothe

Adimy41g

triction

The IESO shall not be entitled to collect the 1 ESO funding shortfallatnount

recorded in ihe variance account from specified consumers before May 1 2022

2 The proces by which the 1FS0 may recover the IESO funding shortfall shall

be established by the Board having refatd to the amount of the IES0fundingliortfall

tionttime404imeandthegairalloiationealculationisuchotherparametersasmaybc

prorihiA1NT1 if theITS4rs right torecover issubordinated tothatof the
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investment asset ow ners we are advised that the IESO w not be able to record the

creation or livestittive of thereenlatorv asset

SixhotherrestrktionsasInaybepresetthed

Transfer of regulatory asset

22xx 1 The IESO may transfer all or a portion of the regulatory asset to

financing entity under the Financing PlannwIlielitransferereatestheitiveAt

Same

2 Upon receipt of any payment in consideration for the a transfer

la44hcIIshallFecardthc paymentasareduetionofthe
the variame account and

buntessotherwise provided forin thisAiA the I

or interest in or any obligations in respect of the portkftf
has been transferred The IESO shall have no right

in respect of anyorinthe investment asset crealeil

Same

3 Upon anv transfer an investmen iMeated and the fmancing entity

becomes an investment asset owner an a an investment interest

iashortfal1in

p shall no fortherright title

e regulatory asset asset iliat

crest in or any obligations

der this Aativthe transfer

Validity of transfer

23xx 1 A transfer of a regulatory asset under this Act 4s ash all lx valid and

enforceable as wainst IFS0 sate itni absolute ii an to die investment asset ovvner

ofthereeulatory asse investment asset created by the transfer shall be

immediately vested in feree IYIM the transaction contemplated in the Act

may not operate a a transfer of a property interest but does transfer

economic ri2hts7

Sameo
2 Withollnimiting subsection 1 upon any transfer that by its terms is intended to

constitute al$ale or absolute transfer shall be treated for ail parpSeS as an absolute

tfansf41ef ESOs right torecover the IESO funding shoilfalrl andnot merely as a

an4upowifitalysi4atetransfefthe transferor shall retain no right title or

interest in the poriiol of the regulatory asset transfmcd indudingallrightstoreeover

the IES fundiop shortfall
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Deemed perfection etc

3 At the time a transfer of a regulatory asset is made the transfer shall be deemed

to have been and shall be perfected vested valid and binding as against the transferor

and all other persons who have claims of any kind against the transferor

Priority of transfer

4 Subsection 3 applies regardless of whether the persons who have claims have

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

PART VI

THE INVESTMENT ASSET

Interpretation investment asset

24xx If a transfer under this Part provides for the transfei Jan inTestment asset any
references in this Part to the investment interest are deemed to beteferences to the

specific investment interest transferred

111C1111111 11V111114 111Cliff 10111111111C1111 API
411V UnLIIIGIIL annuL unLitutinctuu

25xx 1 The investment asset constitutes aturrent and irrevocable property right

and interest consisting collectively of the full tug tights and interests without

duplication

1 The right to impose bill itivoicWcollect and receive the clean energy

adjustment from specified consumers including the right to determine the

amount of the clearkeneilly adjustment in accordance with this Act

2 The right tffr e eei Mantf collect all amounts in respect of the clean energy

adjustment that are imposed billed and invoiced under this Act including any
amounts that all amounts in respect of the clean energy adjustment that are held

by electricity vendors or other prescribed parties

11 riolitc and entitlementc under clich arenuntc ac may he nreceriherl hAT

0re
lation and all amounts on deposit in such accounts

right to enforce the duties and obligations under thlie right to enforce the duties and obligations under tis Act of each electricity

vendor to impose attribute charge bill and invoice the clean energy

adjustment

5 The right to enforce the duties and obligations under this Act of each electricity

vendor to collect receive and remit amounts received by it in respect of the

clean energy adjustment including all collections and the proceeds of any
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enforcement action undertaken by an electricity vendor to recover payment of

the clean energy adjustment

6 All rights of any kind whether in tort contract or otherwise that attach or are

attendant or incidental to any of the other property rights or interests that

comprise the regulatory asset owners regulatory asset

7 All revenue collections claims payments money and proceeds of or rived

from the rights described in paragraphs 1 to 6 regardless of whether such

revenue collections claims payments and proceeds are imposed invoiced

collected and maintained together with or commingled with other revpue
collections claims payments money and proceeds

No set off etc

2 The investment asset shall not be set off or reduced b

circumstance including

on in any

a by a consumer an electricity vendor an agat ofItte investment asset owner or

an owner of distribution system assets in the Pte ince

b in connection with any default bankruptcW reorganization or other insolvency

proceeding of a person mentioned igelause a or

c by any affiliate or succe

Exercise of rights

3 The rights of theim Fstinenrasset owner to collect and enforce its rights and

interests in to and in spect of the investment asset against a specified consumer shall be

exercised in accordance With section xx of the Personal Property Security Act

rson mentioned in clause a

Collective action required

4 If the in estinent asset owner owns a right or interest in the investment asset that

comprises less than the entire property right and interest constituted by the investment

asset the right or interest shall only be enforced by the investment asset owner

collective and in coordination with all other investment asset owners and any

agrecli mitt among that collective in furtherance of the collective action shall be valid and

binding on the investment asset owner as a collective in accordance with its terms

Note Successors may need to be addressed here
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Transfer of investment interest

26x x An investment asset owner may transfer all or a portion of its rights and

interests in an investment interest to any other investment asset owner including by way
of a transfer of a divided or an undivided interest in accordance with the Financing Plan

Validity of transfer

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

enforceable sale and absolute transfer of the investment interest and confers upon the

owner of the investment interest acquired a valid property right and interest in to and

under the applicable investment interest in accordance with the terms of the transfer

Same

2 Without limiting subsection 1 a transfer that by its te

constitute a sale or absolute transfer shall be treated for all n
transfer of an investment asset owners right title and intereg

investment interest and not merely as a security interet and

the transferor shall retain no right title or interest in the

transfer including all rights to the investment intere iWafter the transfer

Deemed perfection etc

3 At the time a transfer of an investment interest is made the transfer shall be

deemed to have been and shall be perfected vested valid and binding as against the

transferor and all other persons who have claims of any kind against the transferor

ded to

absolute

d under an

ch absolute transfer

Priority of transfer assignment etc

4 Subsection 3 applies regardless of whether the persons who have claims have

received notice of the transfer and the property rights and interests acquired by the

investment asset owner shall have priority over any liens in favour of such other persons

estment interest subject to the

Investment asset owner may grant security interest

28xx 1 An investment asset owner may grant a security interest over all or a

specified portion of its right title and interest in to and under the investment interest to

or in favour of any person to secure a funding obligation

Validity

2 14eSecurity interest granted under this Act shall be valid and enforceable in

accordance with its terms

Perfection and priority of security interests

3 All provisions of the Personal Property Security Act shall apply to the investment

asset and each investment interest on the basis that it is intangible personal property

except as otherwise provided for in this section and any granting of a security interest by
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the owner of an investment interest to secure a funding obligation shall subject to the

terms of the funding obligation give rise to a security interest in respect of which that

Act applies and may be perfected by filing a financing statement under that Act on that

basis

Proceeds

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

that are received by the applicable investment asset owner shall immediately be subject to

the security interest and shall be perfected without any physical delivery of the proceeds

registration of any financing statement or any further act

Perfection

5 The security interest shall be a continuously perfected smithy interest and shall

have priority over any other lien created by operation of laNN or otherwise that may
subsequently attach to the property rights and interests in the investment interest subject

to the security interest subject to the written consent of persowto whom the security

interest has been granted

Same

6 The person to whom the security interest has bet4 granted shall have a perfected

security interest in revenues or other proceeds that re deposited in any investment asset

account or other account of any electricity vendor the IESO an agent of an electricity

vendor or the IESO or other person who may have commingled such revenues or other

proceeds with other funds

ART VI
L MISCELLANEOUS

Appointment of agent invoicing or collection

29xx If a prescribed circumstance applies the Lieutenant Governor in Council may
by regulation appoint a person to carry out some or all of the obligations of an electricity

vendor under this zweiiii the place of an electricity vendor with respect to invoicing or

collection

NoirCrowNorCrowlf agent

3h For greater certainty no agent appointed under this Act is an agent of the

Crown for any purpose despite the Crown Agency Act

Sequestration

31xx 1 A court in the Province may upon application by an investment asset

owner or a secured party order the sequestration and payment of the clean energy

adjustment collections and remittances as applicable for the benefit of the investment

asset owner or secured party by any person or entity authorized to collect the clean
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energy adjustment defaults on any required remittance of the clean energy adjustment

collections or remittances

Same

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

applicant

Same 46

3 An order under subsection 1 shall remain in full force and effect despite f

bankruptcy reorganization or other insolvency proceedings with respect tothe perion or

entity who is subject to the order

Choice of law

32xx The law governing as applicable the validity enfelr eability Nftachment

perfection priority and exercise of remedies with respect to tho transfer of an interest or

right or creation of a security interest in the regulatory aset the investment asset the

clean energy adjustment or the undertaking of the Crown under section x shall be the

laws of the Province

Conflict

The provisions of this Aet and the t1114ftfis apply despite any prizWiSiefi of

any other Act regarding the attachment or perfection or the effect of

perfection or priority of any transfer or iirinterest NTD the earlier provisions

provided that the PPSA does ap

No further approvals etc

34xx Despite any requirement under any Act no approvals notices or authorizations

other than those specified in this Act are required with respect to the actions to be taken

in compliance with this Net including actions to be taken under the Financing Plan or in

relation to the establishaent of the Fair Allocation Plan

Immunity
NAction or other proceeding for damages shall be instituted against any

ee of the Province IESO OPG or OEB for any act done in good faith in the

execution or intended execution of any duty or authority under this Act or for any alleged

negleclowdefault in the execution in good faith of any duty or authority under this Act

Same

2 Despite subsections 5 2 and 4 of the Proceedings Against the Crown Act

subsection 1 does not relieve the Crown of liability in respect of a tort committed by a

person mentioned in subsection 1 to which it would otherwise be subject
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References in marketing materials and offering documents

36xx No person shall include in marketing materials or offering documents relating

to the financing of funding obligations references to any rights obligations guarantees

or undertakings arising under this section unless the prescribed requirements if any are

satisfied

Non application Financial Administration Act s 287 6 437xx Section 28 of the Financial Administration Act does not apply with4epect to

any transaction or agreement or undertaking required permitted contemplatedm

authorized directly or indirectly under this Act

Regulations

38xx The Lieutenant Governor in Council may make reg

a defining any term used in this Act

b prescribing types of payment obligations that stitate funding obligations

a governing the calculation trueup attiout0iidikow the amount is to be

applied to the clean energy adjustment

b governing the inclusion of adjuCuents Sider this Act on invoices which may
include requiring notice to be movided by electricity vendors to specified

persons regarding the adjustments

Note regmaking powers to be dealt with in subsequent draft

PART VII

AMENDMENTS TO OTHER ACTS

ELECTRICITY ACT 1998

200x 1 Subsection 6 1 of the Electricity Act 1998 would be amended by

adding the following clauses

1 to exercise the powers and rights and to perfoim the duties and obligationsCigned to it under the Ontario Fair Hydro Plan Act 2017 or regulations

under the Act and to engage in activities to facilitate the implementation of the

Ontario Fair Hydro Plan Act 2017 or regulations under the Act including

i entering into agreements or arrangements with any person for the

purposes of the Ontario Fair Hydro Plan Act 2017

7 Note see s 51 of the Electricity Act 1998
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ii engaging in activities related to making payments to and receiving

payments as contemplated under the Ontario Fair Hydro Plan Act

2017 and to engage in related settlement activities ENTD enhance

this object if IESO paying financing entitys interest costs during first 5

years

iii engaging in activities related to the creation transfer and

administration of the regulatory asset and the investment a<Zw4 ei

under the Ontario Fair Hydro Plan Act 2017 which activities imay

include

incurring liabilities in relation to th

b vi transferring the regulatory asset

c vi acting as a recovery agen

Act 2017

201x Section 531 of the Act would be amended
subsections

Same Ontario Fair Hydro Plan Act
531 11 In addition to the objects mentioned in subsection l the objects of

Ontario Power Generation Inc include exercising the powers and rights and performing

the duties and obligations assigned to it under that Act and engaging in activities to

facilitate the implementation of the Ontario Fair Hydro Plan Act 2017 including the

following

asset

ration

Ntliei the Ontario Fa r Hydro Plan

dding the following

1 Enterin clitracts and undertakings on behalf of special purpose financing

entities including preformation contracts and undertakings and as principal in

relation to matters permitted by the Ontario Fair Hydro Plan Act 2017 subject

to the tight of reimbursement from amounts available to the financing entity

paring reports on behalf of the financing entity

Enforcing the rights of the financing entity

Signing offering documents as sponsor or otherwise on behalf of the financing

entity
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subsection

Exception

4 The requirement in s

does not apply in resp

subsidiary of Ontario

Services Manager un

Note Drafting iill to added to the EA consequential amendments Allfees charged

by OPG as the FSAfthall be approved by the OEB before they are included in the

calculation of dean energy adjustments I

Exercising the powers and performing the duties of the Financial Services

Manager under the Ontario Fair Hydro Plan Act 2017

6 Issuing nonequity securities in Ontario Power Generation Inc or on if its

subsidiaries for the purpose of raising funds to acquire debt or equity interests

in a fmancing entity whose activities are limited to the incurrence of funding

obligations pursuant to the Ontario Fair Hydro Plan Act 2017

Subsidiaries etc

12 Ontario Power Generation Inc may create one or more subsidiaries

special purpose entities in order to more efficiently conduct its activities or 4 ftits

objects

202x Section 89 of the Act would be amended by adding t wing
subsection

Exception

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

does not apply in respect of amounts payable to Ontario Posmer Generation Inc or a

subsidiary of Ontario Power Generation Inc as a result of its functions as the Financial

Services Manager under the Ontario Fair Hydro Plan Act 2017

203x Section 90 of the Act would be amended by adding the following

to pay an amount to the Financial Corporation

payable to Ontario Power Generation Inc or a

ration Inc as a result of its functions as the Financial

tario Fair Hydro Plan Act 2017

AMENDMENTS TO ONTARIO ENERGY BOARD ACT 1998

204x Subsection 1 1 of the Ontario Energy Board Act 1998 would be amended

by adding the following paragraph

To facilitate the implementation of the TBD language should link up with

language from new Act

Confidential Draft for discussion purposes only

67223i v3

I ESON0000956



35

205x Section 70 of the Act would be amended by adding the following

subsection

Note still need to draft new subs 70 21
Short Title this proposal for legislation would if approved by the Legislature have

a short title to be determined by Government

Timing this proposal for legislation would if approved by the Legislature come
into force on a date to be established by Government
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SCHEDULE 1

ES TIM A TED FINANCE AMOUNT

Estimated fEinance amount
1 The estimated finance amount for a reference period shall be determined by

estimating prior to the start of a reference period the sum of the following

The sum of all amounts that are payable during the reference period btel on

behalf of the investment asset owners to satisfy an obligation to repay redeem

or repurchase or to provide for the repayment redemption or repurchase of all

or a portion of the amount advanced to the owners under a funding obligation

excluding any payment made by applying the proceeds of a icfinancing

2 The sum of all funding costs for the reference pericOrdetermitW as follows

i Calculate the aggregate of all interest scheduled ffincipal and other

periodic finance charges accruing cluL and becoming payable or paid

by or on behalf of investment assets owners during the reference period

in respect of all funding obligations tiding such amounts as may be

prescribed

ii Calculate the sum of theliggregrfte of all amounts received by or on

behalf of investment asset owners during the reference period in

respect of all funding obkwigations and such other amounts as may be

prescribed4

iii Subtract t106 anitiunt calculated under paragraph 2 from the amount

calculated ufidtor paragraph 1

3 The sumtfrall amounts payable during the reference period by or on behalf of

investment asset owners to redeem prepay or repurchase a funding obligation

inatititugny premium make whole or other amount becoming payable under

afundifig obligation to give effect to the redemption prepayment or

urenronasee balancie balance of the finance reserve at the end of the reference period as

determined under section 3 to this Schedule

5 The sum of any other amounts payable during the reference period by or on

behalf of investment asset owners that were incurred or committed to directly

or indirectly in connection with the incurrence of funding obligations under the

Financing Plan during the reference period which may include such amounts

as may be prescribed
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Funding costs

2 For the purposes of paragraph 2 of section 1 to this Schedule the funding costs for

a reference period are determined by taking the following steps

Finance reserve balance

3 1 For the purposes of paragraph 4 of section 1 to this Schedule the b611aniTe of

the finance reserve at the end of the reference period is determined by taking ths

following steps

1 Calculate the sum of all amounts deposited by or on behalf 0investment asset

owners during the reference period in order to prefund collateralize over

collateralize or establish reserves for the ultimate pi dent of funding

obligations or for related contingencies specified in the Li4ncing Plan

2 Calculate the sum of all amounts withdrawn or on behalf of investment

asset owners during the reference period gro m deposits previously made as

described in paragraph 1

3 Subtract the amount calculated under paragraph 2 from the amount calculated

under paragraph 1 P
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