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DEFINITIONS

Definitions

1 1 In this Regulation

OLC Note re definitions Youll see that Ive removed some of the definitions because I

determined they were creating some confusion Feel free to ask me to explain any of the changes

if you have questions but my intention was to communicate concepts in a way that is more direct

about the relationship between various types of amounts and the period of time in which they are

paidreceived etc So for example in the section dealing with finance amounts Prefer specifically

to depositswithdrawals to the specific accounts and can do so with reference to when those

depositswithdrawals are made right within the section dealing with the deternivioii of the
1

nnance amount in respect or a penoa or rimemance amount in respect ot a penoct ot time
capital account means an account established by or on behalf ofafinancingtity under the

governing documents of a funding obligation for the purposviriccumulating funds to be used

to make repayments in respect of the funding obligation

OLC Note Just want to confirm that the use of the wordsrepayftrAere is consistent with the

defmed term repayment

derivative agreements means interest rate swaps c oscuricnc

istgiwrnnts and including any associated coil walssered into inconnecticonWithIito

hedge the exposure of a financm g entity under a funding obligation

derivative payments means any paymentimuired to be made in connection with a derivative

agreement including ordinary coarse Raywnts payments on termination and payments made
in connection with marginingor collateral arrangements

derivative receipts means anEpayments received in connection with a derivative agreement

including ordinary course Lecebts payments received on termination and payments received

in connection with margining or collateral arrangements

fmancing entity expenses include fees charges costs taxes indemnities reimbursements and

other amounts incurjed or committed to by or on behalf of a fmancing entity as a result of an

activity authorized or permitted under the Act and includes fees charged by the Financial

Services Manager
OLC Note 4 it necessary to include taxes in this defmition given how the term expenses is

used in tWreg
OLC Note The examples for the proposed definition of expenses to be drafted and would just

note that the proposed examples include a reference to a $100 threshold for a reference period

which wont work because amounts will have to be determined relative to portions of

reference periods as well
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fmance reserve account means an account established by or on behalf of a fmancing entity

under the governing documents of a funding obligation for the purposes of prefunding

collateralizing overcollateralizing or establishing reserves for the payment of the funding

obligation or for related contingencies

funding cost means interest commitment fees or other financing charge payable by or on behalf

of a fmancing entity as required under the governing documents of funding obligations

into by oron behalfofthe financing entity to hedge its interest ra

any other form of derivathe agreementt

e or currency ex iresor

OLC Note I have highlighted in blue several references to derivativesiinterv ratescurrency

agreementshedging Please check throughout the reg to ensure that we are intentionally using

different language in various provisions If we mean the same thing in each place then lets be

consistent Unfortunately I dont know enough about any of these terms to know what would

be ideal for example I dont know if you are intending something different when you say

derivatives vs derivative agreements

OLC Note What does financing charge mean This is the only place it is used Note we also

have the term financing cost I think we need to be clear about what we are talking about

here Especially given that funding cost is used to determine the fmancing cost
soweie w

PESO Note Our suggested language attempts to standardize language around derivatives by

using the tenn derivative agreement todescribe the agreement and the related obligations and

derivative payment and derivative receipts to capture actual amounts paid and received We
think that payments and receipts should not be addressed directly and transparently not as part of

funding costs in the caseof payments and recovery amounts in the case of receipts

governing documents means respect of a funding obligation the documents governing the

tenn5ef4hea greement or other mattersrelming tothe funding obligationevidencing the

funding obligations and the related credit security and ancillary documents

OLC Note Does this work

maturity date means in respect of a funding obligation the date occurring after all scheduled

payment dates in respect of the funding obligation on which all outstanding principal interest

and other amounts payable under the governing documents of the funding obligation are

payable

in respect of interest rates or currency or any other form of derivative agreement but not
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obligationnet repayment amount means in relation to any period and any financing entity

the amount which may be positive or negative equal to i the an paid by or on behalf

of a fmancing entity to repay prepay redeem prepay or fepufellasiepurchase a funding

obligationineuffed13yoron behalf of the fmancing entity including any premium
make whole or other amount payable to give effect to the redemption prepaymsnt or

repurchase less ii the proceeds to such financing entity of all debt incurrefmance in

whole or in part any funding obligations of such financing entity

PESO Note Consider whether a more detailed definition of refinancing is mmired All debt

incurred by a financing entity should be incurred either to finance the acquisition of an Investment

Asset or to refinance existing debt Therefore ii above could be expressed as the amount by

which the amount of all debt incurred in a period exceeds the purchase pikes paid in that period

OLC Note Is the word prepay correct or should it salCrepay ote that this seems to

overlap with the definition of refmancing Further co

different between a redemption and a refinancing

repayment means the payment by or on behalf ok fading entity or the provision by or on
behalf of a fmancing entity for the payment of all cb a portion of the principal amount

f a funding obligation

+1+1Nki

pration is required What is

OLC Note What does the underlined phrase mean An agreement to repay Just want to

confirm that this agreement to do something is included for repayment but not for other

amounts It also raises some confusion where the term is used in subs 5 1 below would the

provision for the payment need to specify that the payment would be payable during the

specific period of time in order for it to be included in the finance amount in respect of that4M1
pcnuu UI 11111CIff

scheduled payment date means in respect of a funding obligation a regular date set out in the

governing documents of the funding obligation on which a payment repayment is

scheduled

means to be completed

ax liability means all tax payable by or on behalf of a fmancing entity incurred directly or

indirectly by the fmancing entity or for which the fmancing entity is otherwise liable as a result

of any activity authorized or permitted under the Act including
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a activities related to a fmancing entity including its creation maintenance or

reorganization

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

the acquisition holding enforcement or disposition of an investment interest and

activities relating to bank accounts to hold reserves and payments received

c activities related to a funding obligation including its incurrence performance

redemption repayment or disposition and

d activities related to an agreement including the entering into performance
enforcement termination or disposition

currency or any other form of derivative agreementogrQgments

tax refund means all amounts received by or on bel0 of a fmancing entity as a refund of tax

and to which the fmancing entity is entitled as a result of its engagement in any activity

authorized or permitted under the A Ang activities described in clauses a to d of the

defmition of tax liability

2 For the purposes of subs n1N 8 of the Act and this Regulation

readjustment amount mean

applying the following ste

APO
UaIT

ding obligation

2 1 For the purposes of the defmition of funding obligation in subsection 11 of the Ac

payment obligation in respect of any of the following types of amounts is also a funding

obligation if it is incurred by or on behalf of a financing entity

Spect of a reference period the amount determined by

Determine the anfount if any by which the total amount payable by specified

consumers for electricity in respect of the reference period is forecasted to be reduced

as a result of a determination of the Board under Part II of the Act

Determine the amount if any by which the determination under paragraph 1 exceeds

the fair allocation amount determined by the Minister under subsection 201 of the Act

in respect of the reference period

OLC Note Please explain why the without duplication concept would be necessary here
this is just a list of types of amounts and we arent adding them up

1 A refinancing
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OLC Note see below in subs 3 2 where it is suggested that a refmancing is a funding

obligation and I think that perhaps amounts in respect of a refinancing are covered under

subs 2 2 Does this work as intended

agreeTihnit

under the swaps or derivative agreements 3 Any amount raised for the

l Any debt incurred by a financing entity for the purpose of

acquiring atulfinaneingan investment interestTincludingattyai

2 Any other debt incurred by a financing entity in connection with the acquisition and

holding of investment assets the incurrence of funding obligations and the activities of the

financing entity under the Act

2 Any amount raised by a financing entity for the purpose of refinancing a funding

obligation

2 Funding obligations including the types of amounts set out in paragraphs 1 to 32 of

subsection 1 include principal interest fees and other amounts owing in respect of the

amounts

Refinancing

3 1 For the purposes of the definition of refmancing in subsection 11 of the Act a

refmancing includes the incurrence of a debt if the following criteria are met

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

obligation

The proceeds of the debt are designated by the Financial Services Manager to repay the

funding obligation mentioned in paragraph 1

The proceeds are applied as designated

2 For greater certainty if the proceeds mentioned in paragraph 2 of subsection 1 are not

applied as designated the debt ceases to be a refinancing but remains a funding obligation

PIM to OPG OPG to consider necessity for this provisiot
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CLEAN ENERGY ADJUSTMENT

Specified consumers unit submeter providers s 13 6 of the Act

4 For the purposes of subsection 13 6 of the Act amounts in respect of the clean energy

adjustment may be collected by the specified consumer as follows

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

consumer may collect from the person the persons proportionate sharsVie amount

of the clean energy adjustment shown on the invoice for electricity p

specified consumer

cth
1If an invoice for electricity is issued to a person by a unit sub tE r der providing

unit submetering for a specified consumer the unit sub u e ovi r may collect

from the person the persons proportionate share of am at e clean energy

adjustment shown on the invoice for electricity paya by t specified consumer

Finance amount
5 1 Subject to subsection 2 the fmance amo

period of time shall be determined as follows

rIESO Note If there is more than one financin ere will need to be a separate calculation

for each financing entity

ect of a financing entity and a

OLC Note Because it appears that financeamounts and true up amounts may need to be

determined in respect of portions of reference periods and not just reference periods I decided to

just make the general rule very general about determinations in respect of a period of time This

could mean an entire reference period or one small portion of a reference period

After eliminatitikanylduplication in the following amounts calculate the sum of the

following rtiOiintsp

net principal repayments during the periodinrespect of

OLlote Onsider subpara i along with the definition of repayment above See my
questi Ati that definition about the provision for the payment of

ii Funding costs payablepaid during the period
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2 Amounts required

under the governing documents of funding obligations to be deposited into

capital accounts or fmance reserve accounts during the period

iv Derivative payments during the period

v Financing entity expenses aid during the period

Taxes paid during the period

After eliminating any duplication in the following amounts calctOt um of the

following amounts

i Amounts

be withdrawn from capital accounts or fmanesente accounts during the

period

payableFundina rebates the perioditHespeetef

Recoveryamountsreeeiveds vale receipts during the period

PESO Note Consider creating parallel deffnitioili of Actual Finance Amount for use in relation

to past periods and Estimated Finance Amount for use in relation to future periods The

Actual Finance Amount would je strictly a cash definition The Estimated Finance Amount
would require an estimate of cash receipts and cash expenditures including projections around

refinancing Using the same base definition for both concepts has resulted in some obscuring of

the cash nature of the Actual Finance Amount calculation

iv The aim t
refinancing

OLC Note This is now the only place where we were using the term refinancing amount Im
having trouble with the proposed defmed term for refinancing amount when read in conjunction

with the definition of refinancing in the Act which already says that it is the incurrence of

debt in connection with a redemption repayment or repurchase of a funding obligation Could

the refinancing amount simplybe amounts in respect of a refmancing

Here is the proposed definition what are we trying to convey here that isnt conveyed in the

defmition in the Act
refinancing amount means the principal amount ofafunding obligation incurred by or on

behalf ofa financing entity where the proceeds of the finding obligation are not paid to the

IESO but instead are used to repay an existingfunding obligation in respect ofall or any

portion of the purchase price ofan investment interest
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v Tax refunds received during the period

Subtract the sum calculated under paragraph 2 from the sum calculated under paragraph

2 Subject to subsection 3 the following rules apply with respect to the determination of the

finance amount

1 The determination shall be made by applying a cash basis accounting method

0LC Note As per my previous notes please advise regarding the meaning of cash basis

accounting method and whether there is redundancy between the first four paragraphs here Now
that additional rules have been added and their relationship to para 1 noted see subs 3s
despite paragraph 1 it is important that the relationship between para2 3 and 4 and para 1 be

clarified

Also now that the itemized list in subs 1 above is specific about Aihat isPaidreceivedinc ed

etc during the specific period of time in question consider 4ether some or all of the rules in this

subsection are consistent andor necessary

If the determination is in respect of

cash amounts actually paid deposite

time

f time the determination shall reflect

or made available during that period of

If the determination is in respect °At future period of time the determination shall

reflect the estimated cash amounts that will be paid deposited received or made
available during that period of time

4 If the determination is in respect of a period of time that includes both past and future

dates the determination may reflect a combination of actual and expected cash finance

amounts

3 Despit

of a particular

v

n 2 for purposes of estimating taxes maytsi be estiniateflpaid in respect

ax reporting period of a financing entityand such taxes may be allocated in

g periods of time that occur within the tax reporting period in such manner as

ervices Manager considers to be reasonable subject to the following rules

The estimated taxes less any taxes paid by way of instalment or otherwise by or on

behalf of the fmancing entity during the period of time in respect of which the fmance

amount is determined shall be deemed to be a tax liability of the fmancing entity durini

that period of time
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10

4 For the p

final determintfibn7 ians a determination made by the applicable governmental authority or

court of competeit jurisdiction and in respect of which all rights to object to or appeal have

b4in exhaksted or have expired

RES Note Even in respect of a future period we are trying to capture taxes when paid

including taxes paid by way of instalment and not tax liabilities when they accruet

2 The amount if any by which the estimated taxes exceeds the tax liability of the

financing entity in respect of the particular tax reporting period shall be deemed to be a

tax refund of the financing entity in the first reference period commencing after the

particular tax reporting period

3 The amount if any by which the tax liability of the financing entityifi respett f the

particular tax reporting period exceeds the estimated taxes shall be deemed to be a tax

liability of the financing entity in the first reference period commencing after the

particular tax reporting period

If a financing entity receives an assessment or reassegffilent Oftas for a particular tax

reporting period that differs from the amount shown on i tax return filed with the

applicable governmental authority the following rides apply once there has been a

final determination with respect to the tax liability f the finance entity in respect of the

particular tax reporting period

The amount if any by which Tit e tax lrability of the financing entity for the

tax reporting period is decreased shall be deemed to be a tax refund of the

financing entity for thc firalleference period commencing after the final

determination

ii The amoutiOif Ay bwhich the tax liability of the financing entity for the

tax reporting period is increased shall be deemed to be a tax liability of the

financing
entityor

the first reference period commencing after the final

deterrni nal ion

54

agraph 4 of subsection 3

HES° his deeming language is not appropriate in the context of the actual Finance

Amount calculation which should be strictly an historical cash calculationt

Determining trueup amount

INTD to 0 PG Mmistry concerned ab qtygligijOriptippiiimitwiTptipippygmlytifitpcitRippillgiOgrigirthil
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11

6 1 Unless all finance amounts are paid in full the Financial Services Manager shall

calculate the trueup amount in respect of each reference period

OLC Note to draft need to check these provisions carefully against the language of subs 15 2
of the Act to ensure consistency

2 The Financial Services Manager may at any time during a reference perioddetermine the

true up amount in respect of the remaining portion of the reference period if

a the Financial Services Manager reasonably forecasts that there will be a rterial
shortfall in the collection of the clean energy adjustment relative the estimated

finance amount payable in respect of a reference period and

b the Board has determined rates under subsection 15 4 of the Act respect of the

reference period

3 The trueup amount in respect of a reference perioda portion of the reference period

may be determined as follows

T=
Where

T = the true up amount in respect of the pe

A = the aggregate of the fmance amounts in respect of all reference periods preceding the current

reference period and if the determination is being made at a point in time during the

current reference period in respect of the portion of the current reference period

that precedes the point in time

B = the aggregate of all amoursof the clean energy adjustment remitted by the IESO to or for the

benefit of the inystment interest owners during all reference periods preceding the

current reference period and if the determination is being made at a point in time

during the current reference period in respect of the portion of the current reference

period that precedes the point in time

C = the amount representing reasonably foreseeable differences between amounts to be invoiced

in respect of the clean energy adjustment and the amounts to be remitted by the IESO to

the investment interest owners in respect of the invoices due to various factors

including those mentioned in subparagraphs 2 ii and iii of subsection 15 2 of the Act

IIESO Note We continue to be concerned about both the feasibility of a mid Reference Period

recalculation of the relevant amounts and a midperiod rate reset by the Board In particular 1
will information be available for irregular periods to allow for a part period calculation of the
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12

Clean Energy Adjustment 2 will LDCs be able to apply part period adjustments to customer

invoices given the differences in billing periods and billing dates 3 will not short adjustments in

material amounts applied to shorter periods lead to rate volatility and 4 is not some intraperiod

variation to be expected in any event given that consumption and the finance entities cash

requirements will not be constant through the period Even if all forecasts are accurate liquidity

will still be required within a Reference Period since cash inflows and outflows even if they

match over the Reference Period are unlikely to match for each month within a reference period

If it is decided that partial Reference Period calculations are feasible the calculation should in any
event be done as at the end of the most recent usable accounting period If a mid Refetspce

Period rate reset is possible consider limiting the number in any one Reference Period We think

that adequate liquidity arrangements are a better alternative to a rate reset1

4 The Financial Services Manager shall when determining the amounts described in Cin

the formula set out in subsection 3 have regard to amounts payable that were not collected and

any amounts in respect of which an overpayment was made which may include amounts resulting

from a default of specified consumers an electricity yen or the IE§0 whether in its capacity as

an electricity vendor or its activities as agent or otherwise er section 16 or 17 of the Act

5 If the Financial Services Manager determs
energy adjustment or any other error relating tit

the Financial Services Manager may reflect th

true up amount

Notification to Board

7 1 The Financial Services Manager shall notify the Board of the clean energy adjustment in

respect of a reference period or a portion of a reference period in accordance with this section

or in the determination of the clean

ergy adjustment requires correction

n in a subsequent determination of the

2 Subject to subsection 6 until such time as all finance amounts have been paid in full the

notification in respect ofef4i roference period shall be provided

a in the ca

yeau

erence period that begins on May 1 on or before April 1 in the same

e of a reference period that begins on November 1 on or before October 1 in

e year

3 In addition to complying with subsection 2 the Financial Services Manager shall

starting on the day after the final scheduled payment date of the funding obligation described in

subsection 4 and until such time as all finance amounts have been paid in full comply with

subsection 5
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13

4 For the purposes of subsection 3 the relevant funding obligation is the outstanding

funding obligation that has the latest maturity date of all outstanding funding obligations

5 During the period of time mentioned in subsection 2 the Financial Services Manager
shall update its most recent determination of the clean energy adjustment and notify the Board of

the updated determination

a on or before January 1 in each year in respect of the months of February March and

April in the same year and

b on or before July 1 in each year in respect of the months of August September and

October in the same year

6 If the Financial Services Manager determines the trueup amount in respect of the

remaining portion of a reference period the Financial Services Manager shall redetermine the

clean energy adjustment in respect of each of the months remaining in the reference period for

which the Board has made a determination under subsection 154 of the Act and notify the Board

of the redetermination as soon as possible

Board to determine rates subs 15 4 of Act

8 1 The Board shall upon receiving a notice of the clean energy adjustment under section

7 determine the rates at which specified consumers are to be invoiced in respect of the period of

time in respect of which the notice was given

OLC Note Legislative Counsel has determined that it would not be appropriate to repeat the

wording of subs 15 4 of the Act Without changing the clean energy adjustment due to

drafting principles

11 The rates shall be expressed as a cent per kWh amount and determined by dividing the

clean energy adjustment in respect of the relevant period of time by the forecasted electricity

consumption of specified consumers in respect of the period

2 For the purposes of subsection 11 the forecasted electricity consumption of specified

consumers shall be determined by the Board by reference to the forecasted electricity

consumption for the Province as provided to the Board by the IESO INTD without our

proposed changes this is incorrect as drafted The IESO does not forecast electricity

consumption for classes of consumers IESO only forecasts for consumption on province

wide basis Also why is this necessary for the regulation since the authority for the Board to

require this information is already prescribed by s 255 of the Electricity Act

3 If notice of a determination is provided under subsection 72 the rate shall be determined

by the Board so that the rate takes effect on the first day of the month following the month in

which the notice was required to be provided
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4 If notice of a redetermination is provided under subsection 7 5 the rate shall be

determined by the Board so that the rate takes effect

a if the notice was provided before the fifteenth day in a month on the first day of the

month following the month in which the notice was provided or

b if the notice was provided on or after the fifteenth day in a month on In day of the

second month following the month in which the notice was provided

IESO to receive remit amounts s 16 of the Act

9 1 The IESO shall ensure that amounts actually received in res

adjustment under subsection 16 1 of the Act are identifiable as

clean energy

2 For the purposes of subsection 16 4 of the Act the IESO shallmit the amounts in

accordance with the requirements of the agreements relating to the saletransfer of the investment

intetestsregulatory asset to the fmancing entities and agreements relating to the funding

obligations

OLC note Subs 2 raises subdelegation issues Subs 164 of the Act contemplates that the

LGIC will set out in the regulation how the amounts shall be remitted if its reallyjust going to

be left to contract perhaps the contact itself could handle this issue in which case the regulation

would be silent on the matter For this type of provision to be authorized I think the regulation

would at least have to impose some constraints on the contents of the agreements Otherwise the

determination is being subdelegated entirely to unknown entities

Electricity vendors to invoice collect s 17 of the Act

10 1 Each electricity vendor shall ensure that invoices issued to specified consumers

include a separate line item for the amount in respect of the clean energy adjustment

2 Each electricity vendor shall ensure that amounts collected from specified consumers in

respect of the clean energyadjustment are deposited into a segregated account established for the

exclusive purpose of receiving those amounts

OLC Note Previously the language in subs 2 was drafted for consistency with subs 162 of

the Bill an account established for the purposes of receiving those amounts Youve suggested

changes here through the addition of the words segregated and exclusive Just want to be sure

you are aware of the different language which may be interpreted to have been included to achieve

a different outcome

NTD to OPG This obligation poses practical problems for small

threshold for this obligation It is not viable to apply universally
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15

3 Each electricity vendor shall maintain separate records with respect to amounts invoiced

to specified consumers in respect of clean energy adjustments

4 Subject to any requirement to the contrary under any Act or regulation each electricity

vendor shall make the records available upon request to the IESO the Financial Services

Manager financing entities and investment interest owners

D to OPCJ re Appointment s 18 of the Act Ministry does not intend to Address r§ppceme
FSM at this time and absent specific circumstances where replacement is reqpired

FAIR ALLOCATION AMOUNT

Prescribed period amount
11 1 The prescribed period for the purposes of subsubparagrapr ii B of subsection 20 1

of the Act shall be the period beginning on January 1 20u and encliiig on April 30 2017

2 If the sum of the amounts determined under paratzraptiS 1 and 2 of subsection 20 1 of the

Act are less than or equal to the amounts determined under paragraph 3 of subsection 20 1 of the

Act the
nrourit dieterminedrsbyapp1ing

the folio wio formula is prescribed for the purposes of

paragrapn D or sunsection zu 1 or tne

Where

A = the amount prescribed for i4e purposes of paragraph 5 of subsection 20 1 of the Act

B = the sum of the 61ioudetermined under paragraphs 1 and 2 of subsection 20 1 of the Act
and

mined under paragraph 3 of subsection 201 of the Act

Determination of estimated financing costs

12 1 For the purposes of paragraph 2 of subsection 201 of the Act the estimated

financing costs in respect of a reference period shall consist of the sum of the following amounts

that would become payable during the reference period

1 Estimated funding costs
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2 Estimated financing entity expenses

3 Estimated funding rebates

RESO Note Is this right This is a receipt to a financing entity and an offset against funding

costs

2 In estimating amounts for the purposes of subsection i the Minister s

following assumptions

1 The entire amount of the regulatory asset is transferred over tim

section 26 of the Act

1 Amaxe meV
aceofdance with

2 The principal owing by a financing entity during a re creme pci iod is repaid paid by

applying funds expected to be available to it under the Finatieing Plan after all other

forecasted finance amounts for the reference period have been paid or provided for

OLC Note Elsewhere we refer to the finance amounts being paid in full not paid or provided

for Why the difference

3 For the purposes of subsection 20 2 of the7ct theprescribed circumstances are that the

determination under section 9 or 11 of the Act in respect of a reference period resulted in a

readjustment amount

4 If the circumstances mentionet11 stAection 3 apply the Minister shall in addition to

calculating the sum of the costs set out M paragraphs 1 to 3 of subsection 1 calculate the

following amounts and include them in the determination of the estimated financing costs in

respect of the reference wriod4

1 A portion of the
Vitutment

amount that should be attributed to the reference period

i
e

2 The fmaneinz costs that should be attributed to the adjustment amount

e 4
5 Forthrpurposes of paragraph 1 of subsection 4 the Minister shall determine the portion

to be attributed to the reference period in such a manner as to ensure that readjustment amounts

are reigveredjroportionally over the remaining reference periods

Ministers considerations

13 For the purposes of subsection 20 3 of the Act the Minister shall have regard to the

following matters

1 Electricity prices
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2 Interest rates

3 Inflation

4 Electricity consumption

5 The useful life of the assets that are subject to contracts referred to in clause a of the

definition of clean energy costs in subsection 11 of the Act

FINANCING PLAN

Financing plan principles and assumptions prescribed under subs 213 of the Act

14 1 The Financial Services Manager shall make ieasonable regarding the

following matters in preparing the Financing Plan

I The determination of the IESO deferral for fu e mon

2 Future transfers of specified portions of the ritlitlategy asset

3 The maturities of funding obligation

4 Cash flow requirements to meet

obligations

aciobligations associated with funding

5 The future availabilitmf r6finansings and redemption opportunities

6 Liquidity terms4nd conditions

7 The future availability of currency and interest rate hedging facilities for the purposes

of managing tilktirewy and interest rate risk that may be associated with funding

obligations

s and financing entity expenses

ttire availability of capital markets including markets outside of Canada in which

iding obligations may be incurred

10 Fees charged by the Financial Services Manager

11 The need for and implementation of financing reserve accounts and capital accounts
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2 In addition to the principles set out in subsection 213 of the Act the Financial Services

Manager shall have regard to the following principles in preparing the Financing Plan

OLC NoteThe language below must be further consideredreviewed to see how it links up

with the new content added to the reg in Draft 3 and to generally assess consistency

ND to OPG Financing plan principles are it goernance issue for the Mstry Ministry tO

wnsitler further to clarify language and expectations

I Funding obligations shall be incurred on the best terms available at the tht of

incurrence for a financing transaction of the size and type contemplated by thc

mancmg Flan

2 The Financing Plan shall seek to create a stable platform to

investment interests

finance

3 The Financing Plan shall specify the reference capital1r finaike markets in which the

funding obligations are to be incurred including markets outside Canada if considered

by the Financial Services Manger to be approprittein the circumstances

4 The Financing Plan shall specify the basis iffon xvilich the Financial Services Manager
is to select the currency of payments underfhe funding obligations and shall address

measures to be taken to mitigate curreitiyiisk including hedging transactions and

adoption of minimumand maximum coverage levels having regard to the availability

of related derivatives with notional amounts corresponding to the repayment and

maturity profile of the fundiii obligations

5 The Financing Plan all deserfbe the basis upon which recovery amounts are to be

applied A
6 Principal proceeds of 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 intoiests

TinatiEing Plan shall set out the basis upon which the Financial Services Manager is

alfthe interest rates tor the incurrence ot tunding obligations

fleet to subsection 21 the Financing Plan shall set out the basis upon which the

Financial Services Manager is to select the term to maturity of funding obligations

9 The Financing Plan shall address the need for refinancing

10 The Financing Plan shall restrict the Financial Services Manager from making any

election or decision including election or decision to redeem any funding obligations
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if the consequence would be that the clean energy adjustment would exceed the sum of

the fair allocation amount and any readjustment amount in respect of a reference period

11 The Financing Plan shall address the incurrence of funding obligations for the provision

of deposits required as described in subparagraph 1 iv of subsection 5 1
12 Any funding obligation that by its terms may require a payment to be made by the

financing entity during a reference period shall limit the amount of the payment to a

fixed or determinable amount which amount shall be deemed to be a finance amount

for the purposes of paragraph 1 of subsection 213 of the Act

OLC Note If the highlighted segment hi 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 I dont know if thats what this is about

13 The Financing Plan shall set out measures to realign costs and finance amounts as a

result of any change in the calculation of fair allocation amounts

14 The Financial Services Manager shall act as enably prudent fmancial services

manager would act in similarcircumstice

15 The Financing Plan shall describe the basis upon which the Financial Services Manager

or its agent is to negotiate in respect of and settle in respect of fmance amounts

OLC Note fmance amount is defined as an aniount determined in accordance with the

regulations assuming that the negotiation and settling that youre referring to above is not about

actually determining the finance amount sqwe should clarify what is meant negotiating

payment of

16 The Financing Plan shall describe the timing and basis upon which deposits described

in subparagraph I iv of subsection 5 1 and withdrawals described in subparagraph 2 i

of subsection 5 1 may be made and shall balance the need to maintain reserves in

order to provide for marketable securities with the costs of holding such reserves

including on account of any potential income tax liabilities of the investment interest

owners
or

17 The Financing Plan shall describe the requirements applicable to any financing entity

that is to purchase an investment interest including proposed capitalization

governance and restrictions on their powers and activities as well as structural

considerations in order to minimize risk and costs including any tax liabilities that may
be recovered as finance amounts

OLC Note Im not sure about the concept of tax liabilities being recovered as finance amounts as

drafted now tax liabilities are taken into consideration as part of the determination of what is the finance

amount Perhaps this should just say including any tax liabilities
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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

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 terms and

conditions

OLC Note Please clarify what is meant by the underlined phrase the contract has to include terms and

conditions that create an arms length relationship Is there some precedent language in Ontario

legislation that captures this kind of requirement

Rule para 8 of subs 2
21 For the purposes of paragraph 8 of subsection 2 any repayments required to be made

under the terms of a funding obligation other than an obligation incurred for the purposes of

refinancing to prudently and costeffectively manage debt shall not obligate any financing entity

to repay an amount in relation to a reference peril that would have the effect of the Financing

Plan permitting incurrences of funding obligations payable in the reference period that would

exceed the fair allocation amount attributable to the reference period

3 The Financial Services foanager shall no later than 90 days following the end of each

fiscal year submit to theNtinister a report with respect to its affairs during the fiscal year signed

by the xx of the Financial Services Manager

4 Despite subsection 3 for the fiscal year commencing in 2017 the Financial Services

Manager shall iu t e report by such time as may be specified by the Minister which time

shall be on or Eter 30th day following the end of the fiscal year

THE REGULATORY ASSET

Deterinion of IESO deferral

15 The IESO may include the following amounts in the IESO deferral for each month

The difference between the following amounts
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The sum of all amounts thatweuklhaveheenpayable into the IESO in a month

by electricity vendors

and specified consumers underoursuant to the Electricity Act 1998 and the

market rules made under section 32 of thatthe Electricity Act 1998 which

amounts are not inclusive of any monthly variances reported to and recorded

monthly by the IESO in a variance account pursuant to section 5 of Ontario

Regulation 43004 and are without regard to the rates determined by the Board

pursuant to Part II of the Act

ii The sum of all amounts payable in the same month by electricity vendors and

specified consumers to the LESO with rates

determined under sections 7 and 8 of the Act Part II of the Act INITD INITD

we have further considered it is necessary to

revise it in this manner to ensure the IESO deferral includes the total

difference between what is payable by LDCs and the lesser amount LDCs
are able to pay as a result of the Fair Hydro reduced rates The previous

manner in which we had proposed drafting this provision and in which it

has been redrafted would result iithe RPF variance under 0 Reg 43004
not being included in the IESO deferral We will consider this further and

mw howl arldlitinnal prilite 1

011y AV V Iko 0411 1111 V HI VW VAR 1+47 VOW NC

The costs incurred by the IESO i

amounts referred to in subparag

Amounts incurred by the I

the fmancing of the difference between the

and ii

or after May 1 2017 and before section 23 of the Act

came into force relating tojearly implementation of the governments fair hydro planl

INTD May want to reword language in brackets However it is the IESOs view

that it is necessary to make provision for this amount pursuant to section 23 of the

Act and not as an adjustment pursuant to section 24 because section 23 2
expresslyproyides for enacting regulations that provide for the recovery of these

amounts Section 24 does not provide for these amounts to be recovered as an

adjustment under that section

OLCpote 4oed to repeat 23 2 of the Act

Adjuttments that may be recorded by IESO

16 For the purposes of paragraph 3 of subsection 24 1 of the Act the IESO shall record

monthly the following adjustments in the variance account

1 AnyAll funding rebates and all other amounts paid by the IESOpays to a financing

entity in

payable month
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2 Any variance account balances in variance accounts established and maintained under

subsection 2533 5 of the Electricity Act 1998 that remain to be cleared during the

period beginning on May 12017 and ending on June 12017 1998 INTO
wording in brackets is not necessary If balances remain in variance accounts

pursuant to section 2533 5 then by definition such variances have not been

cleared ie ordered recovered by the Board
OLC Note what does that remain to be cleared mean

FEES

INTD tOOPG Ntinistry to consider further to find b

kquireinents re Financial Services Manager fedti

Fees subs 19 3 of the Act

17 1 For the purposes of this section

alan iveen 0 tialliVCOiat a

incremental annual funding obligation means the aggregate of all funding obligations incurred

by or on behalf of9 all financing entities in a calendar year

s
4

2 For the purposes of subsection 19 3 oh4feNet trie Financial Services Manager may
establish fees and charge the fees to financir4 entit4in relation to the following matters

1
1 The services provided by the FinanciAervices Manager to financing entities which

may include services related to planning financing negotiation and execution of

agreements front offiee servioand administrative services

2 The costs of tag anything that the Financial Services Manager is required or

permitted to do under the Act

OLC Note here we refer to required or permitted but in most places throughout the reg we
refer to authorized or permitted Please check and confirm intention throughout the reg

3 The fees mentioned in subsection 1 may include both a fixed fee and a variable fee based

on performance of what

The flied fee shall be equal to the cost of services provided to a financing entity plus a

reasonable rate of return

5 Subject to subsection 6 the variable fee to be charged in respect of a calendar year shall

be calculated in accordance with the following formula

OLC Note Check year vs calendar year throughout reg

A x B C x D
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Where

A = the principal amount of the aggregate of all funding obligations incurred by or on behalf of
all fmancing entities in the year

B = the forecasted interest rate forA as determined by the Financial Services Manager on or

before the end of the calendar year prior to the calendar year in respect of which the fee

is being determined and based on the term of the aggregate

C = the weighted average interest rate forA
D = 5 per cent or such other per cent that is approved by the Board

OLC Note What is the authority for the Board to determine a different percentage for the

purposes ofD Shouldnt this be the FSM who does this based on subs 193 of the Act The

Board is just playing an approval role

6 The variable fee payable in respect of a calendar year shall not be

OLC Note subject to change based on what D is going to look like

a more than 1 per cent of the value of D multiplied by A or

b less than 1 per cent of the value of D multiplied by A

7 If the variable fee is a negative amount the amount shall be deducted from the fixed fee

payable in the following calendar year in twelve equal monthly instalments

8 When submitting proposed fees to the Board the Financial Services Manager shall

provide the following

The methodology that the Financial Services Manager has used to calculate the

proposed fixed and variable fees

The methodology that the Financial Services Manager has used to benchmark the

proposed variable fee

The period of time during which the Financial Services Manager proposes to charge the

proposed fees

4 The identity of the fmancing entities that would be liable to pay the proposed fees

Such other information as the Board may require
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9 This section applies with necessary modifications in respect of a proposal by the Financial

Services Manager to amend fees

OLC Note The instructions included the a statement that the Board is not bound by a

methodology proposed by the Financial Services Manager but since the Boards function is to

approve Im not sure what this is intended to achieve Im wondering if this should be included

in the subsection below 1 hoc 4 regarding the Boards recommendations perhaps the Board

recommend a different methodology when it refuses to approve

Board approval of fees subs 19 4 of the Act

18 1 The Financial Services Manager shall submit its methodology

proposed fees to the Board no later than August 31 2017

ENE IVTD Need to determine how to deal with the lstfee Unds
fixed for this year

G is proposing a

2 The Financial Services Manager may from time to time b dt more than once in any
twelve month period submit proposed amendments to its fees to the Board

3 If the Financial Services Manager submits proposed amendments the proposed

amendments shall be submitted no later than 120 days before the Financial Services Manager
intends for the tees to be charged

4 The Board may approve the proposed feeNr proposed amendments or may refer the

proposal back to the Financial Services Manager for further consideration with the Boards

recommendations which may include recommendations regarding the methodology used to

calculate the fees

MISCELLANEOUS

Investment asset s 29

19 The prescribed accounts referred to in paragraph 3 of subsection 29 1 of the Act are as

follows

Anyspecifically identified segregated account regardless of the name in which the

acclmt is opened if it is opened by the IESO or an electricity vendor and if amounts in

ect of the clean energy adjustments are deposited into it

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

20 For the purposes of subsection 33 1 of the Act the appointment may occur if the

electricity vendor is 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

21 For the purposes of section 40 of the Act a person may include the refer

marketing materials or offering documents if

a the inclusion is required by applicable law or is necessary for theil6iposeAf any

financing of funding obligations including any requests for
diilosiVr

y rating

o en ni PC nr

b the Minister has been given written notice of the preposed infusion of the references

and has been given a reasonable opportunity tosontilleni

Commencement
22 This Regulation comes into force on OS day it is filed
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