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[Letterhead of Ministerry of Energy]



March [●], 2017	Comment by 125117: Not sure how they plan to date this letter to OPG without the exchange of letters appearing contrived.    Back dating seems “disingenuous”

Bernard Lord
Board Chair
Ontario Power Generation Inc.
700 University Avenue, 19th Floor
Toronto, Ontario
M5G 1X6

Attention:  Bernard Lord, Chairman

Dear Mr. Lord:

Re:	Ontario Fair Hydro Plan (the “Fair Hydro Plan”)

I am writing further to We refer to our the Premier’s news release of March 2, 2017, in which the Province announced the Fair Hydro Plan to lower electricity bills by 25 per cent on average for all residential customers starting in the summer of 2017, as part of a significant system restructuring that will address long-standing policy challenges and ensure greater fairness.  Given OPG’s expertise as a participant in the electricity market and its expertise in rate regulated accounting and investment stewardship over significant pension and nuclear funds, I am writing specifically to request OPG’s involvement in the implementation of the Global Adjustment Refinancing component of the Fair Hydro Plan We

As you will have read, the 25 percent reduction in residential electricity bills referred to in the March 2nd announcement includes the 8 per cent reduction resulting from the rebate of the provincial portion of the harmonized sales tax on electricity bills effective January 1, 2017. also announced thatthe Province has also committed that residential customer bills would not increase by more than the rate of inflation for the four years following the 25 per cent average reduction. The 25 per cent average bill reduction includes the 8 per cent reduction resulting from the rebate of the provincial portion of the harmonized sales tax on electricity bills effective January 1, 2017.  The specifics of the plan will be laid out in legislation that is currently being drafted.

The Province is requesting that OPG, working with the IESO and the OEB, consider and proposerecommend a plan for rate mitigation and financing mechanisms that could achieve the Province’s objectives for the reduction in consumer bills and the limitation on bill increases outlined above and in the Fair Hydro Plan.   

In particular, Tthe Province would like OPG’s plan to consider, among other things, structures and methods that would permit viable to refinancinge of a portion of the gGlobal aAdjustment to reduce pressure on today’s residential electricity ratepayers, with the costs of the refinancing to be recovered over a period of up to 30 years.  We would expect the plan to include:

i) potential structures for the financing, which may include, as appropriate, a special purpose vehicle created for the financing;
ii) mechanisms for determining the amount of the deferral and/or the change in the Regulated Price Plan price for eligible consumers to effect the bill reduction;
iii) potential financing mechanisms and instruments, including senior debt and subordinated debt;
iv) identification of the capital markets and jurisdictions that can be accessed to finance the rate mitigation; and
v) recommended amendments to the electricity legislation and regulations to implement the refinancing.

The Province recognizes the need to provide OPG with the necessary assurances with respect to recovery of the costs of refinancing and will enshrine the specific requirements identified by OPG and its financial advisors, as will be articulated in the pending legislation that will govern the mechanics and requirements of the financing vehicle.  We would also request that your plan. Please also identify any amendments to OPG’s governing legislation and constating documents needed to facilitate implementation of the plan in a commercial manner.	Comment by 125117: This is to give Board more assurance in exchange for their approval of this initiative.  This may be more than what the Ministry is prepared to say in writing, but I suggest we start with this and see if  Ministry pushes back (to their detriment if they don’t give the Board an olive branch.
 
Please provide We would expect that for the duration of OPG’s involvement in the refinancing of the Global Adjusment that your a  plan that canwould be implemented in an effective and cost-efficient manner whileand ensureing that OPG’s operating business is appropriately structured to ensurewith a clear focus beyond this financing program. It is our expectation that OPG will manage this activity for the duration of the program. 	Comment by 125117: I don’t know what this last sentence means or is designed to achieve.


Please also identify any amendments to OPG’s governing legislation and constating documents needed to facilitate implementation of the plan in a commercial manner.

Please provide a I look forward to receiving a detailed plan that would includehas the support of yourthe OPG Board of Directors [[ for our review and approval ]] by [●], 2017. 	Comment by 125117: If we are going to leave in this requirement that they get to review and approve, then I think we need to say that it is in the context of the OBCA section that requires Shareholder approval.  I don’t have my hands on the specific section yet.	Comment by 125117: Same comment about contrived dates.

Yours truly,


The Honourable Glenn Thibeault
Minister of Energy




