Message

From: Picard, Michel [mpicard@kpmg.cal]
Sent: 2017-09-29 7:09:36 PM
To: Michael Boll [/o=ExchangeLabs/ou=Exchange Administrative Group

(FYDIBOHF23SPDLT)/cn=Recipients/cn=4811917e15054407h665fe16d12ff415-Michael Bol]
Subject: Re: Fair Hydro question

I believe we are fine subject to review the Tegislation.
sent from my iPhone
on Sep 29, 2017, at 16:11, Michael Boll <Michael.Boll@ieso.ca<mailto:Michael.Bol1@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.cal
Sent: September 29, 2017 2:24 PM

To: Michael Boll

Subject: RE: Fair Hydro question

Michael,

Is the Trust a market participant?

From: Michael Boll [mailto:Michael.Boll@ieso.ca]

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@kpmg.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:Michael.Boll@ieso.ca]

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 obligaticon to fund the costs, but rather than having to go through the global adjustment
regulation, the IESO funded costs could simply 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.cal
Sent: September 21, 2017 10:30 AM

To: Michael Boll

Subject: RE: Fair Hydro question

Hi Michael,
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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. wWill consult and revert back.

Michel

From: Michael Boll [mailto:Michael.Boll@ieso.ca]

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

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

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

Subject: Fair Hydro question

Importance: High

Confidential
Michel,

There is a new element to IESO funding the financing entity’s costs during the first four years that we
would Tlike 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 1is 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 IESO’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 Tead 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 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 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 Taw. 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.
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(https://na0l.safelinks.protection.outlook.com/?url=http%3A%2F%2Finfo.kpmg.ca&data=01%7C01%7Cmichael.bol]
%401es0.ca%7C1lc0181b06a274619ad9a08d5078F2d0e%7C7cd55abd63F243¢c58f4bd38ead58add8%7C0&sdata=zohkP51kecycS5Gw
MbnOhmkzRoeRh1gPgm2NVjNdzwObk%3D&reserved=0<https://na0l.safelinks.protection.outlook.com/?url=https%3A%2
F%2Furldefense.proofpoint.com%2Fv2%2Furl%3Fu%3Dhttps-3A__na0l.safelinks.protection.outlook.com_-3Furl-
3Dhttp-253A-252F-252Finfo.kpmg.ca-252F-26data-3D01-257C01-257Cmichael.bol1-25401ies0.ca-
257C5c2e5eab5fh748589e3308d500fd36ab-257C7cd55abd63F243¢58F4bd38ead58add8-257C0-26sdata-3Dknwiw-
252Br1JulsvdHvudGT L8VINVOTptmMpNA]ZeM1Y9Q-253D-26reserved-3D0%26d%3DDWMFAQ%26c%3D0TZQCY91gR5hsw-
bDg5SHA76y7nf41v0zvVop5GM3Y80%26r%3DDA0e 89IGUHPPZIrON] _IODmw%2 6m%3DWiEv8AaYG3a3p FXX7XeEUSALWWTc3q7XT52Xz26jCT
Tc%265%3DaDXEOW] pjAOCCOHhF1rPNVG77ZxrYfF4SZam-
T1owsI%26e%3D&data=01%7C01%7Cmichael.bo11%404es0.ca%7C1lb5f521d81924981461008d5068695d9%7C7cd55abd63f243¢5
8f4bd38ea458add8%7C0&sdata=Dw%2Fzd9YN%2 FqwECmbEym%2Bt4ILqfbc2smpg5pll%2 FHKA6NW%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 KPMG, visit the KPMG
online Subscription
Centre<https://na0l.safelinks.protection.outlook.com/?url=https%3A%2F%2Furldefense.proofpoint.com¥%2Fv2%2F
url%3Fu%3bhttps-3A__na0l.safelinks.protection.outlook.com_-3Furl-3Dhttp-253A-252F-
252Fpages.kpmgemail.com-252Fpage.aspx-253FQs-
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2540ieso.ca-257C5¢c2e5eab5fh748589e3308d500Fd36ab-257C7cd55abd631243c58F4bd38ea458add8-257C0-26sdata-
3D9XU3XKewQyLbkNpomzI12AENCCIENS SAXdRPHDNo1Sc-253D-26reserved-3D0%26d%3DDWMFAQ%26c%3D0TZQCY91gR5hsw-
bDg5HA76y7nT41v0zvVop 5GM3Y80%26r%3DDA0e 89GUHPPZIrONj_IODmMw%2 6m%3DWi EV8AaYG3a3pFXX7XeEUBALWWTC3q7XT52Xz6jCT
Tc%265%3D31ZGRcIcpd02 rvgnkoz_Ywtwwdzi11I9A0e8hqe sNvwk%2 6e%3D&data=01%7Cc01%7Cmichael .bo11%40ieso. ca%7C1b5f5
21d81924981461008d5068695d9%7C7cd55abd63f243c5814bd38ea458add8%7C0&sdata=hnMp9vIc4Hoi46q3RHEYFiHgbn2KBQDU
yBb9pbrRHRg%3D&reserved=0>
(https://na0l.safelinks.protection.outlook.com/?url=http%3A%2F%2Fsubscribe.kpmg.ca&data=01%7C01%7Cmichael
.bo11%40ies0.ca%7¢1c0181b06a274619ad9a08d5078F2d0e%7C7cd55abd63f243¢c58F4bd38ea458add8%7C0&sdata=hloilp7FD
VEYyWT4vwKnsNFPj1alf56s3TWNCzCdwKtc%3D&reserved=0<https://nal0l.safelinks.protection.outlook.com/?url=https
%3A%2F%2Furldefense.proofpoint. com®s2Fv2%2Furl1%3Fu%3bhttps-3A__na0l.safelinks.protection.outlook.com_-
3Furl-3Dhttp-253A-252F-252Fpages.kpmgemail.com-252Fpage.aspx-253FQS-
253D2e4c31a3756cb940af903f205e1f1e041bdb8334b58bad706ad9d7762eb124d4-26data-3D01-257¢C01-257Cmichael.bol11-
2540ieso0.ca-257C5c2e5eab5tfb748589e3308d500fd36ab-257C7cd55abd63f243¢c58f4bd38ea458add8-257C0-26sdata-
3DIXU3XKewQyLbkNpomzZI12AENCCIENS 9AXdRPHDNo1Sc-253D-26reserved-3D0%26d%3DDWMFAg%26c%3D0TZQCY9 TgR5hsSw-
bDg5SHA76y7nT41v0zvVop5GM3Y80%26r%3DDA0e89GUHPPZIrONT _TODmMWY%2 6m%3DWi Ev8AaYG3a3p FXX7XeEUBALWWT c3q7XT52Xz6jCT
Tc%265%3D311ZGRc9cpd02 rvgnkoz_Ywtww4zi1139A0e8hqe sNvw¥%26e%3D&data=01%7C01%7Cmichael .bo11%40ieso.ca%7C1b5f5
21d81924981461008d5068695d9%7C7cd55abd63f243c58f4bd38ead58add8%7C0&sdata=hnMpOvIcd4Hoi46g3RHLYFiHgbn2KBQDU
yBb9pbrRHRg%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 1inks where the full legal wording
appears.

. Disclaimer concerning confidential and privileged information/unintended
recipient<https://na0l.safelinks.protection.outlook.com/?url=https%3A%2F%2Furldefense.proofpoint.com%2Fv2
%2Furl%3Fu%3bhttps-3A__nall.safelinks.protection.ocutlook.com_-3Furl-3Dhttps-253A-252F-252Fhome . kpmg. com-
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2540ieso.ca-257C5c2e5eab5fh748589e3308d500fd36ab-257C7cd55abd63f243c58F4bd38ea458add8-257C0-26sdata~
3DTirpBArLhOdCTaazCmr8al3xITIdqdv-252BIMpEDrkh9yX0-253D-26reserved-3D0%26d%3DDWMFAg%26c%3D0TZzQCY91gR5hSW-
bDg5HA76y7nT41v0zvVop5GM3Y80%26r%3DDA0e 89GUHPPZIrON] _TODmw%2 6m%3DWiEV8AaYG3a3p FXX7XeEUBALWWTC3q7XT52zXz63jCT
Tc%265%3D_ZNTmubkASxWtxZUsye4BIX5x3HOR_TNxe26UTETNBg%26e%3D&data=01%7C01%7Cmichael.bo11%40ieso.ca%7Clb5f5
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ME97WUUOUPCcX%3D&reserved=0>
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T.bo11%401ies0.ca%7Clc0181b06a274619ad%9a08d5078F2d0e%7C7cd55abd63f243c58F4bd38ead458add8%7C0&sdata=3D%2BKXr
$%2Fm7KDOID2MXTtGIEa7pQIEIATPrRQIMWYIhS58%3D&reserved=0<https://na0l.safelinks.protection.outlook.com/7url=
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21d81924981461008d5068695d9%7C7cd55abd63f243¢c58F4bd38ea458add8%7C0&sdata=1r7bsN8yIpTtTSaYYMIeb85dyolyXidB
ME97WuUOuUPc%3D&reserved=0>).

. Disclaimer concerning tax
advice<https://na0l.safelinks.protection.outlook.com/?url=https%3A%2F%2Furldefense.proofpoint.com%2Fv2%2F
url%3Fu%3bhttps-3A__nal0l.safelinks.protection.outlook.com_-3Furl-3Dhttps-253A-252F-252Fhome.kpmg.com-
252Fca-252Fen-252Fhome-252Fmisc-252Fdisclaimer-2Dtax.htm]-26data-3D01-257C01-257Cmichael .bol11-
2540ieso.ca-257C5¢c2e5eab5fb748589e3308d500fd36ab-257C7cd55abd63f243c58F4bd38ea458add8-257C0-26sdata-
3DbY1BiTyuwbNTVLENCT Z1i ftNK6Q-252FXte jTKSUPLS3CIrE-253D-26reserved-3D0%26d%3DDWMFAg%26c%3D0TZQCY91gR5hSW-
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695d9%7C7cd55abd631243¢c58F4bd38ea458add8%7C0&sdata=QSPtSrIbmEuls7MRsKH7 p3xmGe SMIYKoBY11%2B9156YY%3D&reser
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1Y87j0s0x0ov5fnf0ex330Nj4dA70vQ2eF3Dez4%3D&reserved=0<https://nall.safelinks.protection.outlook.com/?url=h
ttps%h3A%2F%2Furldefense. proofpoint. com%2Fv2%2Furl%3Fu%3Dhttps-3A__na0l.safelinks.protection.outlook.com_-
3Furl-3Dhttps-253A-252F-252Fhome . kpmg.com-252Fca-252Fen-252Fhome-252Fmisc-252Fdisclaimer-2Dtax.html-
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Tc%26s%3Dg1lYDW-HOAPON-

r8TTKZZhQS5pgfzoAwfkA8 fv8XMyQDQ%2 6e%3D&data=01%7C01%7Cmichael.bo11%401ieso.ca%7Clb5F521d81924981461008d5068
695d9%7C7cd55abd631243¢c58F4bd38ea458add8%7C0&sdata=QSPtS5rIbmEuls7MRSKH7 p3xmGe SMIYKoBY11%2B9156YY%3D&reser
ved=0>).

If you are unable to access the Tinks above, please cut and paste the URL that follows the 1link into your
browser.
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