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[OPGBernard Lord Letterhead]



March [●], 2017

The Honourable Genn Thibeault
Minister of Energy
Ontario Ministry of Energy
900 Bay Street, 4th Floor, Hearst Block
Hearst Block900 Bay Street
Toronto, Ontario
   M7A 2E1

Attention:  Glenn Thibeault, Minister of Energy

Dear Minister Thibeault:

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

We are in receiptI am writing in response to of your letter dated March [●], 2017, in which you requestthe Province requested that OPG, working with the IESO and the OEB, consider and propose rate mitigationmitigation plan to and refinance the Global Adjustment in a manner that achieves the Province’s price objectives as outlined in the Premier’s March 2nd press release. ing mechanisms that could achieve the reduction in consumer bills and the limitation on bill increases outlined in the Fair Hydro Plan.

As requested, we areOPG is working with the IESO and the OEB to develop a plan that will incorporate the matters you identified, including potential structures and mechanism that permit viable financing, sources of financing and required changes to legislation, regulations and OPG’s constating documents to permit viable and cost effective implementation. I note your commitment to provide OPG with the assurance regarding future cost recovery by enshrining the specific requirements identified by OPG and its financial advisors in legislation.  This will be an important consideration for the OPG Board.  to develop a mechanism within the Regulated Price Plan and the settlement process between the LDCs and the IESO and the IESO and generators to effect the proposed bill reductions.  We are also considering the necessary amendments to the electricity legislation to effect the rate reduction and enable the financing of the rate reduction over time.

We are actively working on a financing plan for the rate reductions[, and OPG hasve engaged financial and legal advisors with significant capital markets experience, including experience in the United States, where a number of state-owned utilities have put in place highly rated financing for costs that are to be recovered over a long period of time] Work on OPG’s plan has been guided by these advisors and precedents, and involves the creation of a special-purpose vehicle controlled by OPG, and where OPG will conduct the financing activities on behalf of the SPV..   

While we are still working on details of the financing plan, it will involve the creation of a special-purpose financing vehicle (“SPV”) to raise financing for the rate reduction. OPG will control the SPV and will conduct the financing activities on behalf of the SPV.  For cost efficiency, we expect that the SPV will be financed through debt raised in the capital markets and, to a lesser extent, subordinated debt provided by OPG (and funded primarily through equity injections from the Province).

We expect to provide a detailed plan that has the support of our Board for the Province’s review and approval by the date requested in your letter. OPG and the Board will provide you with our recommendation and Plan in the timeframe you requested.

Yours truly,
Sincerely


Bernard Lord
Board Chair



