Message

From: Michael Boll [/O=EXCHANGELABS/OU=EXCHANGE ADMINISTRATIVE GROUP
(FYDIBOHF23SPDLT)/CN=RECIPIENTS/CN=4811917E15054407B665FE16D12FF415-MICHAEL BOL]

Sent: 2017-09-305:31:24 PM

To: Jeannette Briggs [/o=Exchangelabs/ou=Exchange Administrative Group
(FYDIBOHF23SPDLT)/cn=Recipients/cn=148095610f7242f48a5a9da24bla8a87-leannette B]

Subject: Re: Fair Hydro question

Fun weekend!
Nothing needed right now.
Sent from my iPhone

On Sep 30, 2017, at 5:10 PM, Jeannette Briggs <jeannette briggs@ieso.ca> wrote:

Completely exhausted, just finished Osteoporosis AGM followed by Board mtg (meeting start
last night at 5 -10, today 8 - 5). If we need to review anything, | have time tomorrow.

Regards

Jeannette Briggs
416 997-6364

From: Michael.Boll@ieso.ca

Sent: September 30, 2017 4:47 PM

To: susan.nicholson@ieso.ca; Kim.Marshall@ieso.ca; Anthony.Martinello@ieso.ca; jeannetie. briggs@ieso.ca;
GZacher@stikeman.com; PHamilton@stikeman.com

Subject: FW: Fair Hydro question

FYI

From: Picard, Michel [mailto:mpicard@kpmg.ca]
Sent: September 29, 2017 7:10 PM

To: Michael Boll

Subject: Re: Fair Hydro question

I believe we are fine subject to review the legislation.
Sent from my iPhone

On Sep 29, 2017, at 16:11, Michael Boll <Michael. Boll@ieso.ca<mailto:Michael. Boll@ieso.ca>> wrote:

No, it will not be a market participant and will not be subject to the market rules. It will be required to register as a
program participant in order to be able to use the IESO’s online settlement system.

From: Picard, Michel [mailto:mpicard@kpmg.ca]
Sent: September 29, 2017 2:24 PM

To: Michael Boll

Subject: RE: Fair Hydro question

Michael,

Is the Trust a market participant?
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From: Michael Boll [mailto:Michael. Boll@ieso.cal

Sent: Thursday, September 28, 2017 1:27 PM

To: Picard, Michel <mpicard@kpmg.ca<mailto:mpicard@kpmg.ca>>
Subject: RE: Fair Hydro question

Hi Michel,

Thank you for the call earlier today. Was Phil still going to do some thinking about this, or was the general
conclusion reached that it was okay?

Michael

From: Picard, Michel [mailto:mpicard@kpme.cal
Sent: September 28, 2017 11:35 AM

To: Michael Boll

Subject: RE: Fair Hydro question

Michael,

Can we have a call now?

From: Michael Boll [mailto:Michacl. Boll@ieso.cal
Sent: Wednesday, September 27, 2017 9:16 PM

To: Picard, Michel <mpicard@kpmg ca<mailto:mpicard@kpmg.ca>>
Subject: RE: Fair Hydro question

Hi Michel,

The Ministry has raised the possibility of drafting the regulations such that the IESO would have the regulatory
obligation to fund the costs, but rather than having to go through the global adjustment regulation, the TESO funded
costs could simiply be added to the IESO fair hydro variance and therefore form part of the regulatory asset.

This would be analogous to the IESO being able to add its borrowing costs related to the deferral amount to the
regulatory asset, which is already included in the fair hydro regulation.

Would this variation still work from your perspective?

Regards,
Michael

From: Picard, Michel [mailto:mpicard@kpmg.ca]
Sent: September 21, 2017 10:30 AM

To: Michael Boll

Subject: RE: Fair Hydro question

Hi Michael,

I will check with Gale. My first reaction is that IESO may have to set-up a financial liability for the interest for the
first 4 years. Will consult and revert back.

Michel

From: Michael Boll [mailto:Michael Boll@ieso.cal

Sent: Thursday, September 21, 2017 9:47 AM

To: Picard, Michel <mpicard@kpmg.ca<mailto:mpicard@kpmg ca>>

Cc: Kim Marshall <Kim. Marshall@ieso.ca<mailto:Kim.Marshall@ieso.ca>>; Anthony Martinello
<Anthonv. Martinello@@ieso.ca<mailto: Anthony Martinelo@ieso.ca>>; Susan Nicholson
<susan.nicholson@ieso.ca<mailto:susan nicholson@jieso.ca>>

Subject: Fair Hydro question

Importance: High
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Confidential
Michel,

There is a new element to IESO funding the financing entity’s costs during the first four years that we would like
your view on from an accounting perspective. Despite this being a recent ask from OPG, we are receiving pressure
to provide an assessment of this new ask as soon as possible.

We understand that government is proposing changes to the Regulations under the Fair Hydro Act that would
impose a “regulatory obligation” upon the IESO to pay an amount to the financing trust monthly over the first four
years (the deferral period) equal to the financing charges actually incurred by the financing trust on account of
interest (and not principal). Costs and taxes of the financing trust would also be included in the IESO’s regulatory
funding obligation. The IESO would require financing to bridge the gap between payment of this amount and
recovery of the related GA amount. Either both of the interest cost and the funding receipt, or neither of them, will
be counted for purposes of the true-up calculation.

The new element is that the IESO is being asked by OPG (due to a dealer/rating agency requirement to try to obtain
a AAA rating) to provide security for this regulatory funding obligation in the form of a general security agreement
charging all of IESQO’s assets, including in particular its present and future receivables and rights in relation thereto.
The general security agreement will provide that on a monthly basis all receipts will be applied first by the IESO on
account of the regulatory obligation.

The proposed Regulations under the Electricity Act would provide that the amounts paid are recoverable by the
IESO under the GA in Section 25.33 of the Electricity Act.

By operation of the Fair Hydro rate cap, this additional GA amount will lead to an increased negative variance and
will give rise to a regulatory asset, which, in the ordinary course would be Transferred to the financing trust. The
purchase price payable to the IESO would retire the related financing.

Thank you,

Michael Boll | Associate General Counsel Independent Electricity System Operator (IESO) | T: (416) 969-6023
120 Adelaide Street West, Suite 1600, Toronto, ON, M5H 1T1

This email message and any files transmitted with it are intended only for the named recipient(s) above and may
contain information that is privileged, confidential and/or exempt from disclosure under applicable law. If you are
not the intended recipient(s), any dissemination, distribution or copying of this e-mail message or any files
transmitted with it is strictly prohibited. If vou have received this message in error, or are not the named
recipient(s), please notify the sender immediately and delete this ¢-mail message

This e-mail message and any files transmitted with it are intended only for the named recipient(s) above and may
contain information that is privileged, confidential and/or exempt from disclosure under applicable law. If you are
not the intended recipient(s), any dissemination, distribution or copying of this e-mail message or any files
transmitted with it is strictly prohibited. If you have received this message in error, or are not the named recipient(s),
please notify the sender immediately and delete this e-mail message.

This email was sent to you by

KPMG<https://na01.safelinks. protection.outlook.com/?url=https%63 A%2F%2Furldefense . proofpoint.com%2Fv2 %2
Furl%3Fu%3Dhttps-3A__ na01.safelinks.protection.outlook.com -3Furl-3Dhttp-253A-252F-252Finfo kpmg.ca-
252F-26data-3D01-257C01-257Cmichael. boll-2540ieso.ca-257C5¢2e5eab5fb748589¢3308d500fd36ab-
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TXeEUSALWWTc3q7XT52Xz61CTTc%26s8%3DaDxEQOWiniAGCCOHWF 11/PNV677Zxx Y [F4 S Zam-
HOwSI%626e%3 D& data=01%7C01%7Cmichacl.boll%40ies0.¢a%7C1b5£521d81924981461008d5068695d9%7C7¢
d53abd631243¢58f4bd38ead 58add8%7C0& sdata=Dw%e2Fzd9YN%2FagwEcmbEvm®o2 Bt41Lafbc2smpeSp11%62FH
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(bttps://na01 safelinks protection.outlook.com/7url=http%3 A%2F%2Finfo kpmyg ca&data=01%7C01%7Cmichacl b
0l1%40ies0.ca%7C1c0181606a274619ad9a08d507812d0e%7C 7cd55abd631243¢584bd3 8¢ad 58add8%7C0&sdata=
zohkP51kcyveSGwMbnOhmkZRoeRhlgPgm2 NViNdzW0bk%3 D& reserved=0<htips://na0 1. safelinks. protection.outl
ook.comy/Turl=htips %3 A%2F%2Furldefense proofpoint. com%2Fv2 %2 Furl%3Fube3Dhtips -

3A  1a0l1 . safelinks.protection.outlook.com -3Furl-3Dhttp-253A-252F-252Finfo kpmg.ca-252F-26data-3D01-
257C01-237Cmichacl.boll-2540ies0.ca-257C5¢c2e5¢ab5fb748589¢3308d500fd36ab-
257CT7cd55abd631243¢58f4bd38cad 58add8-257C0-26sdata-3Dknw4d W-

252BrUJulsVdHvud GIL8VIN VO TptmMpNAIZeMIY 90 -2 83 D-26reserved-

3D0%26d%3DDwWME Ag%26¢%63D0Tz0Cy9eRShS W~

bDegSHAT6vTnf4lvOzvVopSGM3Y 80%261r%3DDAQe89GuHpPZrONj IODmw%26m%3DWIiEv8AaYG3a3pfXX
TXeEUSBALWWTc3q7XT32Xz6]CTTc%265%3DaDxEOWipjACCCOHKFIPNV677ZxrY{F4 5 Zam-
HOWSI%26e%3 D& data=01%7C01%7Cmichacl boli%40ies0.ca%7Clb3£521d8192498146 1008d5068695d9%7C7¢
d55abd63£243¢58f4bd38¢a4 58add8%7CO&sdata=Dw2%2Fzd9YN%%2FgwEcmbEym%e2Bt41Lgfbc2smpgSpl1%2FH
Kd6Nw%3D&reserved=0>). To sign up to receive event invitations and other communications from us (we have
some informative publications that may be of interest to you), or to stop receiving electronic messages sent by
KPMGQG, visit the KPMG Online Subscription

Centre<https://na01.safelinks. protection.cutlook.cony 7url=https %3 A%2F %2 Furldefense. proofpoint.com%2Fv2 %2
Furl%3Fu%3Dhttps-3A  na01.safelinks.protection.outlook.com -3Furl-3Dhttp-253A-252F-

252Fpages kpmgemail com-252Fpage.aspx-233F0S-

253D2e4¢31a3756¢b940ai903£205¢1f1e04 1bdb8334b358bad706ad9d7762eb124d4-26data-3D01-257C01 -
257Cmichael.boll-25401ies0.ca-257C5¢2e5eab3fb748589e3308d500fd36ab-
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bDegSHAT6vTnf4ivOzvVopS GM3Y 80%261%3 DD AOCe89GuHpPZrONj I0Dmw%26m%3DWIEvVB AaY G3a3pfXX
TXeEUBALWWTc3q7XT52Xz26iCTTc%%265%3DIZGRcYcpdO2rvankoz YWIWW4Zi11J9AOe8hqesNVw2%26e%
3D&data=01%7C01%7Cmichacl.boll%40ies0.ca%7C1b5£521d81924981461008d5068695d9%67C 7cd55abd631243¢
58f4bd38eca4 58add8%7CO& sdata=haMp9vIcdHoid6q3RHIYFiHebn2 KBODUvBb9pbrRHR %3 D & reserved=0>
(https://na0 1. safelinks.protection.outlook.com/Turl=http%3 A%2F%2Fsubscribe kpmg.ca&data=01%7C01%7Cmich
acl boll%40ieso.ca%7C1c0181b06a274619ad9a08d507812d0e%7C7cd55abd63£243¢58f4bd38ead 58add8%7C0&sd
ata=hloilp7FDV6yWT4vwKnsNFPjial £56s3IWNCzCdwKic%3D&reserved=0<htips://nal1 safelinks protection.ou
tlook.com/?url=https%63 A%2F%2Furldefense. proofpoint.com®e2Fv2 %2 Furl%63 Fu%3Dhitps-

3A  na0l.safelinks.protection.cutlook.com -3Furl-3Dhttp-2 53 A-252F-232Fpages.kpmgemail.com-252Fpage.aspx-
253F0S-253D2e4¢31a3756¢b940af9031205¢ 11104 1bdb8334b58bad706ad9d7762¢b124d4 -26data-3D01-2537C01 -
257Cmichael.boll-2540ies0.ca-257C5¢2e5e¢ab51h748589¢3308d500fd36ab-

257C7cd55abd631243¢58f4bd38ead 58add8-257C0-26sdata-
3DOXU3XKewOvLbkNpomZIIZAENCCIENsSAXdRPHDno185¢-253D-26reserved-
3D0%264%3DDwMFA£%26¢%3D0Tz0Cy91gRShSW-
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58f4bd38¢ca4 58add8%7CO&sdata=hnMp9vicdHoid6q3RHIYFiHgbn2 KBODUyBbopbiRHR g% 3D &reserved=0>).

At KPMG we are passionate about earning your trust and building a long-term relationship through service
excellence. This extends to our communications with you.

Our lawyers have recommended that we provide certain disclaimer language with our messages. Rather than
including them here, we're drawing your attention to the following links where the full legal wording appears.

. Disclaimer concerning confidential and privileged information/unintended
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TXeEUSALWWTc3q7XT52X261CTTc%265%3D ZNlmubk ASxWixZUsved BIxSx3HOR INxe26UETNBg%26¢
%3D&data=01%7C01%7Cmichael boll%40ieso.ca%7C1b5521d81924981461008d5068695d9%7C7cd55abd63124
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3¢58f4bd38cad58add8%7CO&sdata=ir7bsN8vIpTtT 5aY Y MIeb85dyolvXidBMES7WullOuPc%3D&reserved=0>).
. Disclaimer concerning tax

advice<https://na01.safelinks. protection.outlook. com/?url=https%3 A%2F %2 Furldefense. proofpoint. com%2Fv2%62
Furl%3Fu%3Dhttps-3A  na01.safelinks.protection.outlook.com -3Furl-3Dhttps-253A-252F -

252Fhome kpmg.com-232Fca-252Fen-252Fhome-~2 $2Fmisc-~2 52Fdisclaimer-2 Dtax. html-26data-3D01-257C01 -
257Cmichael boll-2540ies0.ca-257C5¢2e5cab5fb748589¢3308d500fd36ab-

257C7cd55abd631243¢58f4bd38ead 58add8-257C0-26sdata-3DbY 1BiTvuwbNIVLEnCIZifiNK60-
252FxtejTKSUPLS3CIE-253D-26reserved-3D0%26d%3DDwWMF Ag%626¢%3D0Tz0Cy9lgRShSW-
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outlook.com/?url=https%3 A%2F%2Furldefense. proofpoint.com%2Fv2%2Furl%63 Fu%e3 Dhitps-

3A  na0l.safelinks protection.outlook.com -3Furl-3Dhitps-253A-252F-252Fhome kpmg.com-252Fc¢a-252Fen-
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If you are unable to access the links above, please cut and paste the URL that follows the link into your browser.
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