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This confidential draft document is provided for discussion purposes only. It should not
be construed as representing the position adopted by the Government of Ontario on any
of the topics included or not included in this document. Any notes included in this
document are intended only to help facilitate a discussion of the topics to.which they
relate.
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DEFINITIONS

Deﬁnitions

& n,

]OLC Note: J ust want to ccmf irm that the use of the word “repayvment” here is consistent with the
defined term “repayment’.|
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"derivative payments” means any pavments required to be made in connection with a derivative
agreement, including ordinary course payments, pavments on termination and pavments made

[OLCNote Is L son-ia-ttalics necessaryl-H Hsuthcientheclearwhat the-different
é—ates—-m;@a-ﬂlt necessary to include taxes in this definition. given how the term “expenses’ is

be muiﬁp@e wpﬁai acc{aaﬁt&; { cmd w uitzyé—ﬁ %mdn&g Qbizg?aﬁom) f oF ede,h %mammg sﬁawr----éﬁ-m

obligation-to-be-withdrawn from-a-capital-account;

“finance reserve account” means an account established by or on behalf of a financing entity

; : f a funding obligation for the purposes of
pre fundmg, collaterahzmg, over-collaterahzmg or establishing reserves for the payment of
the funding obligation or for related contingencies;
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“ﬁﬁ&me Teserve- w;thdmwai” THEARS- zhe amount- Ereq&n ed-or- pei‘mmﬁd‘?} ynder-a-funding

“fundmg cost means asy-¥e
%@-&aﬁeeﬁnancm cha1 e
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ggverning documents of the fundm r obligation are pa abIC'
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) ,:,1edeem—p¥s¢§m or
}fepm‘-eh-a-%egurchas ea fundlng obhgat10n---1-r-}e,-{{ff&é—-%}&c--@}---@ﬂ--h@h-&lﬁé of the financing entity,
1nclud1ng any prem1um make-whole or otherﬁéd%}aml amount Wpayablemé@r«%ﬁ%

[OLC Note What doeS%
confirm that this 1™
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meaningt

“tax liability” means all tax payable-sspaid by or on behalf of a financing entity, incurred directly
or indirectly by the financing entity or for which the financing entity is otherwise liable fe¢-as
a result of #s-engagementin-any activity authorized or permitted byunder the Act, including,

(b) activities related to an investment interest and related assets and liabilities including

(d) activities related to an agreement, mcludmg the entermg mto performance

enforcement termination or dlSpOSlthIl

“tax refund” means all amounts received by or on behalf of a financing entity as a refund of tax
and to which the ﬁnancing entity is entitled asa result of its engagement in any activity

the definition of “tax habihty
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(2) For the purposes of subsection 21 (8) of the Act and ihix |

Act, a payment obligation in respect of any
obligation if it is incurred by or on behalf'o
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2. Any other debt incurred by a financing entity in connection with the acquisition and

holdin 5 of investment assets the mcurrence of fundine obligations and the activities of the

> types of amounts set out in paragraphs 1 to 42 of
subsection (1)2 1nclude %}e%h--pnnmpal ane-éi interest, fees and other amounts owing in respect of the
amounts.

a reﬁnancmg includes the incurrence of a debt if the following criteria are met:

1. The debt is incurred no earlier than six months before the maturity date of a funding
obligation.

2. H-theThe proceeds of the debt are designated by the Financial Services Manager to

3. The proceeds are applied as designated.

(2) For greater cel“camty if the proceeds mentioned in paragraph 2 of subsectlon (1) cease-to

criterion-set-out-in-para-2-abeve |
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CLEAN ENERGY ADJUSTMENT

Speciﬁed consumers, unit sub- meter providers, s. 13 (6) of the Act

adjustment may be collected by the spemﬁed consumer as follows.

1. Ifan 111V01ce for electricity 1s issued to a person by the specified consumer, e T

Finance amount
3&%;5 (1) Subject to subsectlon

o
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10

[OLC Note C0n51der subpara. i along with the deﬁmtlon of repavment above . Frnetsure

L “ BOHRiSR 7 g $27 5,.-;:- . S g Eah Aol o) P £% 343 .‘;‘ tast-an
poggs % 1 s 8 A AR 35

9{%‘%&&&%@«—866 my questlon under that deﬁmtlon about “the pmvmon for the payment of... ]

1.
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base definition for both concepts has resulted in some obscuring of the cash nature of the Actual

Finance Amount calculation.

v. Tax refunds received during the period.

3. Subtract the sum calculated under paragraph 2 from the sum calculated under paragraph
1.
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[TESO Note: |
includi

the

stlmaled taxes exceeds the tax
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£3. The f{;ﬁé}% ing-amount; ﬁ dny, 15 {@@é}gmzed as-a-tax fefuné - the reference- pefi{}d

tax lldbllltv of the ﬁnancmg entltv n respect of the wievaﬂ’igartlcula tax reportmg
perlodexceedsthe“, - .  d . entalanthar

10d 1s increased shall be deemed to be a tax hiability
for the first reference period commencing after the final

o]

(4) For the

Amount calculation, which should be strictly an hlStOl‘lCdl cash calculdtlon )
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Determining true-up amount

43x:6. (1) Unless all-funding-obhigation
the F1nanc1al Serv1ces Manager shall comph

re-determine the true-up-ameount In respect of the
period.

(23) The true-up amount in respect of a reference period may-be-det ned-etther-befos
gortlon of the reference period or-at-any-point-in-fime-during- the- 1efei EHoe- peried nag b
ned, as follows

PNE £ £ £ B (LB A3 i3 082 1 38 B4 X 9. s o i § L) 343
o %95 T 30 ) 3 f ST
R g X xy i & 33
7 74008 % 3 4. 73 & 42 3 i3 LTANL 1B BT DU 3 i3 3 SoEAYE
i 3 i 7 5 T £ o7 7%
Where,
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T = the true-up amount in respect of the referenceperiod of time,

B:

(2) of the Act.

[TESQO Note: We contin
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(34) The Financial Services Manager shall, when determining the amounts described in “C”

collected and any amounts in respect of whrch an overpayment was made, which may 1nclude
amounts resulting from a default of specified consumers, an electricity vendor or the IESO,

whether 1n its capacity as an electricity vendor or its activities as agent or otherwise under section
16 or 17 of the Act.

: gsz the case of a reference period that begins on November

i----l on or bef01e ()ctober 1 in the same vear.

Serv1ces Manager shall sta 7 ing on the dav after the ﬁnal scheduled Davment date of the funding

Confidential — Draft for discussion purposes only

6740017 vi7

IESO-N-0001909



obligation described mn subsection (4) and until such time as all
i, comply with subsection (5).

(a) thenoticeprovaded-on or before January 1 shall-bein each vear, in respect of the months
of February, March and April in the same-¢atendar year; and

(b)

15 (4) of the Act and notify the Board ofthe recalculated-ame
ossible?].

Board to determine rates, subs. 15 (4) of Act
6x%:8. (1) The Board shall, upon receiving a notice of the clean energy adjustment under
sectlon D\XQL determine the rates at which specnﬁed consumers are to be 1nv01ced n respect of
anenth-duri '[he-F%i—‘%P%ﬁe%pel‘lod—efOfllt Fnotice-i-respect-ofa
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specified CONSUMETS if-respect-o 3
forecasted d%maﬁéelecmcny consumpuon for the P

Electricity Act?]

(3) If notice of a determination is provided
by the Board so that the rate takes effect on
which the notice was required to be provic

bsection 7 (2), the rate shall be determined
day of the month following the month in

(4) If notice of a redeterminati
determined by the Board so that:

provided under subsection 7 (5}, the rate shall be
erate takes effect,

(a) 1f the notice
month followi

before the fifteenth day in a month, on the first day of the
nth in which the notice was provided; or
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IESO to receive, remit amounts, s. 16 of the Act
F%%:9. (1) The IESO shall ensure that amounts actually received in respect of the clean energy
adjustment under subsection 16 (1) of the Act are identifiable as such.

(2) For the purposes of subsection 16 (4) of the Act, the [ESO shall remit the amounts in

obligations.
[OLC note: Subs. (2) raises subdelegation issues. Subs. 16 (4) of the Act conte
LGIC will set out in the regulation how the amounts shall be remitted. .. if it’
be left to contract, perhaps the contract itself could handle this issue, in wh

Electricity vendors to invoice, collect, s. 17 of the Act .
8x%:10, (1) Each electricity vendor shall ensure that i
include a separate line item for the amount in respect of tl

scollected from specified consumers in
respect of the clean energy adjustment are i such-and-deposited into ana segregated

account estabhshed for the purpmesexelu

endor shall maintain separate records w1th respect to amounts invoiced
s in respect of clean energy adjustments-and-shall-subrecy

the IESO, the F111anc1al Services Manager, financing entities and investment 1nte1 est owners.
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FAIR ALLOCATION AMOUNT

Prescrlbed gerlodz amoun
8:4%x%-11. (1) The prescribed period for the purposes of sub-subparagraph 1 11 B of subsection
20 (1) of the Act shall be the period beginning on {when}-and ending-on-pwhen}

and

January 1, 2005

Lunde : by annlvmg
the followmr formuld is rescrlbed for the Urposes of aragraph 5 of subsectlon 20 (1) of the
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Determination of estimated financing costs
8—2%%12 (1) For the purposes of paragraph 2 of subsection 20 (1) of the Act, the estimated

inance amounts for the reference period have been paid or

Jlele we reier to ghegk #-the- wmept of- expeu{f{ -is-used-relative tothe
“p . Why the difference?]

readjustment amount}.

(4) If the circumstances mentioned in subsection (3) apply, the Minister shall, in addition to
calculating the sum of the costs set out in paragraphs 1 to 43 of subsection (1), calculate the
following amounts and include them in the determination of the estimated financing costs in
respect of the reference period:
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1. A portion of past4d -oststhe readjustment amount that should be

attributed to the reference penod

2. A-pertion-ofThe financing costs that should be attributed to the reference
peﬁeéad'uqtment amount.

(5) For the purposes of paragraph 1 of subsection (4), the Minister shall determine the portlon
%%—}a%wehee}dto be attnbuted to the reference perlod in such a manner as to ensure that past-ds

hhf
Caleulation-of fair-allocation-amount
Minister’s considerations

O3 13. For the purposes of subsection 20 (3) of the Act, the Minister shall have regard to the
following matters:

2. Interest rates.
3. Inflation.

4, Pop&i&tmn {ﬁ&e @é}?uldﬁﬂﬂ {}i {)B‘i&%”i{}} B{} you-mean dmmp&teé population growth

Confidential — Draft for discussion purposes only

6740017 vi7

IESO-N-0001909



23

yourmean-the
snberpated-¢ £ ereference-perodst] S The useful
assets that are subject to contracts referred to in clause (a) of the definition of
“clean energy costs” in subsection 1 (1) of the Act.

£ 5ervi

ey

Cererrn e i
LRV S

ponents-of the-fee-including the remuneration-and benefits

N

As
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TINURERY

o
ST

---------------------- Z—Determine the-amountawy,-by-which the estimated clean-energy-

%95

costs-

¥

peet-of

safat M et mrute 2 iaf are Booston 4

R |

£4 E £XRTEROY REY AT OFIINE N OTOREIR AR O 0 i3

Ba Vo Fe ol atsksy
X o g e

%% 83

of “readjustrment-amount’in-subsection-(1145-zevo-or-less;-the readjustment-amount 16-zero-
Financing plan, principles and assumptions prescribed under subs. 21 (3) of the Act

the following matters in preparing the Financing Plan:

1. The det
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2. Future transfers of specified portions of the regulatory asset.

3. The maturities;-bet

of funding obligations.

4. Cash flow requirements to meet contractual obligations associated with funding
obligations.

5. The future availability of refinancings and redemption opportunities
6. Liquidity terms and conditions.

1or

7. The future availability of

3
e

the purposes

A RR A

STty

8.
9.
10.
11 4 ascribed by rshing agencies i respecto 3
ed for and implementation of financing reserv
3 il .g.:_g SRR RS0 .._._g..gg-:,. ;. 353 invactment

1. Funding obligations shall be incurred on the best terms available at the time of
incurrence for a financing transaction of the size and type contemplated by the
Financing Plan.
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2. The Financing Plan shall seek to create a stable platform to acquire and finance
mvestment interests.

3. The Financing Plan shall specify the reference capital or finance markets in which the
funding obligations are to be incurred, including markets outside Canada if considered
by the Financial Services Manger to be appropriate in the circumstances.

4. The Financing Plan shall specify the basis upon which the Fmancral Services Manager
is to select the currency of
measures to be taken to v _
adoption of m and maximum coverage levels, havmg regard to the availability
, with notional amounts corresponding to the repayment and
maturity profile of the funding obligations.

5. The Financing Plan shall describe the basis upon which recovery amounts are to be
applied.

6. Principal proceeds of a funding obligation must only be applied for the purposes of
repaying or redeeming debt or for the purposes of paying the purchase price for
investment interests.

7. The Fiancing Plan shall set out the basis upon which the Financial Services Manager 1s
to select the interest rates for the incurrence of funding obligations.

8. Subject to subsection (2.1), the Financing Plan shall set out the basis upon which the
Financial Services Manager 1s to select the term to maturity of funding obligations.

9. The Financing Plan shall address the need for refinancing.

10. The Financing P]an shall restrict the Financial Services Manager from making any

esp_ect ofa 1efe1ence period.

11. The Flnancmg Plan shall address the incurrence of funding obligatlons for the prov151on
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12.  Any funding obligation that by its terms may require a payment to become payabiebe
payment to a fixed or determmable amount, which amount shall be deemed to be a
finance amount for the purposes of paragraph 1 of subsection 21 (3) of the Act.

[OLC Note: If the highlighted segment in para. 12 is supposed to add something to what
constitutes the “finance amount”, then this rule should be included above where we explain how
the finance amount is calculated. [ don’t know if that’s what this is about. ]

13. The Financing Plan shall set out measures to realign costs and financ

result of any change in the calculation of fair allocation amounts.
14. The Financial Services Manager shall act as any reasonably nancial services
manager would act in similar circumstances.

15. The Financing Plan shall describe the basis upon whi

or its agent is to negotiate [in respect of?] and settle [in

[OLC Note: “finance amount” is defined as an amount de
regulations -- assuming that the negotiation and settling
actually determining the finance amount so we should ck
payment of?]

the Financial Services Manager
t of?] finance amounts.
ined in accordance with the

"re referring to above is not about
*what 1s meant. .. negotiating

ase an investment interest, including proposed capitalization,
d restrictions on their powers and activities, as well as structural

overed as finance amounts.
not sure about the concept of “tax Iiabilities being reccvered as finance

determination of what is the finance amount. Perhaps this should just say “including any tax
liabilities”?]

18. The Financing Plan shall describe the basis upon which fees, charges, financing entity
expenses, costs, indemnities, reimbursements and other amounts payable to or for the
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benefit of the Financial Services Manager or agents and other service providers to the
financing entities may be determined, allocated and paid.

19. Any contract to be entered into by the Financial Services Manager on behalf of a
financing entity that provides for a payment to be made to or for the benefit of the
Financial Services Manager or any person with whom the Financial Services Manager

does not deal at arms’ length shall demonstrably reflect on arms’ length texms and
conditions. ‘
[OLC Note: Please clarify what is meant i:zy the underlined phrase - the con e 10 include

terms and conditions that create an arms’ length %iataanamp’? Is there so

Rule, para. 8 of subsubs. (2),
(2.1) For the purposes of paragraph 8 of subsectlon (

i}elcm formy- gare}pe}wd structure for dealmg, s with- w;m% r{:‘iai:mg, m these—H
Determmatlon of IESO deferral

1. The difference between the following amounts:
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L The sum ()f all amounts 1)cwable to the IESO in a month by electrlmtv vendors

inclusive of anvy monthlv variances reported to and recorded monthly by the

IESO in a variance account pursuant to section 5 of Ontario Regulation 430/04

nplementation of the government’s fair hydro plan]
uage in brackets. However, it is the IESQO’s view

LC Note: No need to repeat 23 (2) of

. For the purposes of paragraph 3 of subsection 24 (1) of the Act, the IESO shall record
monthly the followmg adjustments in the variance account:
{{}L(’ N{}t{:‘ ~db-of the items-in-this-list need-to-be characterized-as-“adjustments as per the
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1. All funding rebates and all other amounts paid by the IESO to a financing entity in a
month.

[
&
=
<
o
tav)
==t
o
=
(@]
D
tav)
(e
(e
Q
{o
=
pury
o
o
~3
=
O
D
192}
oy
=
<
pev]
=
et
o0
=
2
D
o
(e
(e
Q
o
=
poly
[92]
D
€21
S
tav)
=
jry
2
o
D
i
o0
=
Ll
=
=t
=
py
o
pany
ol
D
(=
te
=
(=
D
bt

subsection 25.33 (5) of the Flectricity Act, 1998. INTD: wording in brackets is not

necessarv. If balances remain in variance accounts pursuant to section 25.33 (5

then by definition such variances have not been “cleared” (i.e. ordered recovered)
bv the Board

oes “that remain to be ¢l

estdbllsh fees and c,hdrge the fees to ﬁnancmg, entltles mn reldtlon to the followmg mdtters.

ided by the Fi
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AxB-C)xD

A = the principal amount of the aggregate of all funding obligations incurred by [or on behalf of?]
all financing entities in the vear

B = the forecasted interest rate for “A”._ as dctcrmmed bv the Financial Sewlc

(8) When submittin
provide the following:

5.  Such other information as the Board mav require.
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twelve month nerlodﬂ subint vroposed

MISCELLANEOUS

,ibéd accounts referred to in paragraph 3 of subsection 29 (1) of the Act are

‘ f%speciﬁcally identified segregated account, regardless of the name in which the
geount is opened, if it is opened by the IESO or an electricity vendor and if amounts in
respect of the clean energy adjustments are deposited into it.

2. Any accounts opened in the name of a financing entity by the Financial Services
Manager.
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Appointment of agent, invoicing or collection

+4x%:20. For the purposes of subsection 33 (1) of the Act, the appointment may occur if the
electricity vendor 1s unable or unwilling to perform its obligations under the Act, including if the
electricity vendor becomes insolvent, bankrupt or enters into receivership.

Disclosure in marketing materials, offering documents, etc.

15xx:21. For the purposes of section 40 of the Act, a person may include theseferences in

marketing materials or offering documents if,

(a) the inclusion is required by applicable law or is necessary for the p
financing of funding obligations, including any requests for disg
agencies; or

(b) the Minister has been given written notice of the pr
and has been given a reasonable opportunity to,commer

Commencement
%22, This Regulation comes into force on the da;

s filed.
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