CONFIDENTIAL AND PRIVILEGED
Preliminary Draft for Discussion Purposes Only

“Fair Hydro Act”

Article 1 — Purpose

The Province has and continues to encourage the construction and development of facilities for
the long-term operation and generation of electricity in the Province using sustainable, lower
carbon-based technologies such as new gas-fired generation, renewable facilities, energy from
waste and biomass, including under the Province’s various procurement, standard offer, feed in
tariff and other similar programs (the “Green Generation Initiative”). The long-term benefits of
the Green Generation Initiative accrue over time and have benefited and will continue to benefit
present and future electricity consumers in the Province.

to electricity mers by way of a monthly adjustment amount (the “Green Costs
Adjustment”), which in turn forms part of the overall adjustment calculated by the Independent
Electricity System Operator ("IESQO”) pursuant to sectlon 25 33 of and O Reg 429/4 under the
E/ectncn‘y Act (the “Global Ad|ustment”) The Blo dinstment-is-included-a harge-bi

The Green Costs Adjustment is currently determined each month by reference to the amounts
paid by IESO to the generators of electrlcrty in the Provmce under the Green Generatron

Initiative-—which =3 3 123 P ATt £ lactricitv-Thess

These amounts gald bx the lESO arise because IESO has entered |nto Iong-term precu»rement
contracts with such generators in order to provide them with leng-lerm-prce

for-electricity, and in turn to encourage the generators to develop technologres and to construct
and develop facilities consistent with the Green Generation Initiative. enera—wheneve
ameunts payabte u»nder thase preeuremant centracts exceed the market pﬁce fer aiactr;caty the--

ebi;gataens u»nder- ------ t he rNTD ThIS statement is not correct in respect of all |ESO

procurement contracts.] It has been determined that the useful lives of many of the assets
encouraged-bydeveloped under the Green Generation Initiative will be well in excess of the
respectlve terms of thelr----reéated respectlve procurement contracts -and-in-many-cases-may-

Since the benefits to past, present and future electricity consumers from the Green Generation
lnltratlve will not necessarily connC|de with the costs currently attributed through the Green Costs
Ilcable procurement contracts it

should be more closely aligned with the benefits that such RetailRegulated Consumers have
derived and are expected to derive from the Green (Generation Initiative over time. This
realignment will be based on general principles and parameters that establish a reasonable
basis for measuring and allocating the relative costs and benefits of the Green Generation
Initiative equitably across present and future RetaiiRequlated Consumers (the “Fair_Allocation
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Plan™.__[NTD: There is no explanation as to why realignment is limited to Regulated
Consumers.]

If the Fair AIiocation PIan determines that the equitable allocation of the costs associated with

should be reduced below the amount that currently would be charged based on the Green

Costs Adjustment, then the amount payable by such ERetailRegulated Consumers and in turn
available to IESO will, in the aggregate, be less than the amount payable by the IESO to the
generators in respect of such period. In this case, IESO will need to obtain funding from
another source to cover such a shortfall. If a funding obligation is incurred-ky-He86G to cover
such a shortfall during one period, the repayment of such funding obligation will be required in a
future period, and any related repayments, finance costs, hedging costs and other transaction
costs incurred will become payable in one or more future periods. In order for IESO to obtain a
reliable and committed source of cash flows to enable IESO to repay such funding amounts
when they hecome due and payable, this Act imposes irrevocable and non-bypassable financial
d Consumers to pay amounts incurred in respect of such funding
obligations when they become due and payable and establishes a right to invoice and collect
such amounts. The right and interest in and to collect such financial obligations will take the
form of the Regulatory Asset contemplated in this Act, which will constitute property rights and
interests. Interests in the Regulatory Asset may be sold and absolutely assigned by IESO to
one or more financing entities, which in turn will finance their acquired interests by incurring
funding obligations. The incurrence and payment of such funding obligations will be

manager under

deflned terms from the previous paragraphs {o Article 2]

The purpose of this Act is to establish the basis upon which intergenerational fairness can be
achieved by charging the costs and benefits of the Green Generation Initiative to present and

contemplated hereunder.]

“Absolute Assignee” means a person to whom a Regulatory Asset Owner effects a
Disposition_other than as security.

“‘Actual” means, in relation to costs, expenses or payments in respect of Funding

Obligations during a Reference Period, the actual amount of such costs, expenses or

payments paid or made (net of any Finance Reserve Withdrawais appiied to pay such
M
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whose records shall be determinative for the purposes of this Act except to the extent of
a manifest calculation error.

“Additional Funding Charges” means, for a Reference Period-in+tespact-of baoluie

Assignes, the fees, charges, expenses, costs, indemnities, reimbursements and other
amounts (including any applicable tax amounts) that are or become payable by or on
behalf of the Absolute Assignee during the Reference Period and that were incurred or
committed to directly or indirectly by the Absolute Assignee in connection with the
incurrence of Funding Obligations under the Financing Plan (whether at the time of such
mcurrence or over the term of the Funding Obligation and Whether directly or lndlrectly)—

“Alternative Collection Agent” means a person appointed under Section 5(11) and in
compliance With the requirements set out in Schedule 2 to assume the collection
agent for and on behalf of the Regulatory Asset Owners. lNTD ______ We see this, in effect.
as a replacement for an LDC or Servicer only in its capacity collecting directl

from Ratepavers. ]

“Alternative Servicer” means a person appointed under Section 4(8) to assume the
obligations of the Servicer under Article 4, as agent for and on behalf of the Regulatory
Asset Owners I’NTD We see this, in effect, as the same thing as the IESO

recovered- elue te érfferences leetween ferecast and- actual those may Be- ld@l’—l—t@fl@d ami caug ht bv the Frue-bip
23107566.9
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“Assessed Past Green Transition Costs” means, in respect of a Measurement Date, the
aggregate of the imputed costs of the Green Generation Initiative (expressed as an
equivalent to current dollars), as reflected in the calculation of the Green Costs
Adjustment, which have been charged to Retail Customers through the Global
Adjustment on or prior to the Measurement Date.

“Attribution l\/’lethodology”21 means the methodology specified in the Fair Allocation PIan

“Collected Amount Adjustment” means, in respect of a True-Up Period, the amount
(which may be a negative amount) calculated by the Servicer or the Financial Services
AgentManager, as applicable, equal to (a) the Estimate of the Finance Amount for the
True-Up Period, minus (b) the sum of all Transition Charge Collections for the True-Up
Period.#

“Collectlve Rights Agreement” means an agreement among all of the Regulatory Asset

and the Financial Services Manager that governs the enforcement of their respectnve
rights and interests in, to and under the Regulatory Asset on a coordinated and

collective basis.* [NTD: Move to Regulations.

“Delegate” means ing person or persons designated in writing from time
to time by the Minister of Energy to undertake the actions and perform the
responsrblhtles ascrlbed to the “Delegate under this Act; 0 I"NTD Why |s this

“Disposition” means an assignment, transfer, conveyance, sale, contribution, set-over,
exchange or other disposition of (a) IESO’s right {o recover all or any oortuon of an [ESO

pursuant to a Disposition Document.

“Disposition Document” means the agreement deed, conveyance, instrument or other
document under which a-Regulatory-Asset-OwnerlESO or an Absolute Assignee effects
a Disposition to an Absolute Assugnee

Zl This allocation may be volumetric or some combination of a flat amount and a volumetric charge. Further
discussion is required. H&W has raised a concern regarding possible adverse changes after the fact and rating
agency considerations. Consider whether hard-coding in the legislation makes sense.

2 “ This would pick up adjustments based on actual collection experience changes in the rete‘riRegulated
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“Electricity Distributor Remittances” means, for an Electricity Distributor on a Remittance
Date all Transition Charge Collections received or deemed to be received NTD

Section 5(3), including the proceeds of any enforcement action undertaken by the
Electricity Distributor or if applicable the Alternative Collection Agent to recover payment
of Transition Charges in accordance with Article 5.

distribution system in respect of electricity charges, including the cost of electrrcrty,
delivery and regulatory charges and related services and amounts incurred, assessed or
charged m respect of connect|V|ty to a dtstr;butaen netwerk R thesuch Electr|C|ty

Transition Chrges tobe charged to the RetallRequlated Consumer under this Act._
|NTD The Alternatlve Serwcer should only invoice for Transmon Charges, not the

reference to what the IESO sends out to distributors, and “bills” in reference to

what distributors send out to consumers.]

“Estimate” means (a) in relation to costs, expenses or payments in respect of Funding
Obligations or any Finance Amount for a Reference Period, the estimated amount of
such costs, expenses or payments determined by the Financial Services AgentManager;
and (b) |n relatron to an assessment of the benefits of the Green Generation Initiative to

v-Retal-Consumer-GroupRegulated Consumers, the estimated value (in current
dollars) of such beneflts determlned by the Delegate, in each case having regard to the
applicable principles and parameters set out in Schedule 1, which estimated amounts
shall be determinative as the applicable estimate for the purposes of this Act except to
the extent of a manifest calculation error.

“Estimated Future Green Transition Benefits” means, in respect of a Measurement
Date, the Estimate set forth in the Fair Allocation Plan prepared in accordance with
Article 7 of the aggregate value (measured in current dollars) of the benefits that are
Consumers from the establishment and
implementation of the Green Generation Initiative during the period from the
Measurement Date to the Program-End Date.

“Estimated Past Green Transition Benefits” means, in respect of a Measurement Date,
the Estimate set forth in the Fair Allocation Plan prepared in accordance with Article 7 of
the aggregate value (measured in current dollars) of the beneﬁts that have accrued to

Generation Initiative up to and including the Measurement Date.

“Fair Allocation Plan” has the meaning given in Article 1.
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(b)_Net Funding Costs; (¢) Redemption Amounts, (d) Finance Reserve Deposﬂs, and (e)
Additional Funding Charges.

‘Finance Reserve Deposits” means, for a Reference Period, the amount by which (a)
deposits made or to be made during the Reference Period in order to pre-fund,
collateralize, over-collateralize or establish reserves for the ultimate payment of Funding
Obligations or for related contingencies specified in the Financing Plan, exceed (b) any
Finance Reserve Withdrawals._[NTD: This level of detail is not required for the
legislation.

“Finance Reserve Withdrawals” means, for a Reference Period, the amount withdrawn
during the Reference Period from deposits previously made to pre-fund, collateralize,
over-collateralize or establish reserves for the payment of Funding Obligations or to pay
amounts in respect of related contingenc:ies that had been SpeCierd in the Financing

support the Financing Plan ¢

“Financing Plan” means the written plan prepared by the Financial Services A@ent—en—

3

frem - Enveatmant Enﬁereatmay etherw;se beappiied as the same may be amended

iple> There must only be one Financial Services Agents-MOEle-

ceneaderi\/lana er.

8 MOE to confirm that the legislation will provide that any Financing Entity that is a wholly-owned
subsidiary of OPG (1) would not be subject to Part VI of the Electricity Act (Ontario) and (2) in the case
of any Financing Entity that is a trust, any income of such trust (for purposes of the /Income Tax Act
(Canada) or the Taxation Act, 2007 Ontario)) which is paid or made payable to OPG or a wholly-owned
subsidiary of OPG as a beneficiary of such trust will not be taken into account in calculating the amount
of a payment required to be made by OPG (or such subsidiary) by section 89 or 90 of the Electricity
Act.
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“Funding Obligation” means, in respect of an Absolute Assignee each payment
interest,
premiums and other financing charge payments; pass-through payments, payment
obligations arising under or in respect of derivatives, payment obligations owing to
service providers, Financial Services AgenisManagers, finance entity intermediaries,
capital markets intermediaries, advisors, lenders, credit enhancement providers, liquidity
providers, disbursement counterparties, regulatory agencies and rating agencies; and all
Additional Funding Charges) incurred by or on behalf of the Absolute Assignee under
the Financing Plan, including any Refinancing of another such payment obligation
incurred by or on behalf of such Absolute Assignee.

“Future Fair Share of Green Transition Benefits” means, in respect of a Measurement
Date, the sum of (a) the Over-Assessed Amount; and (b) the Estimated Future Green
Transition Benefits, in each case as of the Measurement Date.

“‘Generator” means a generator of-alecirici
Act, 1998 _[NTD: If intention is that thls is_onk

“Global Adjustment” has the meaning given in Article 1.

“Green Costs Adjustment” has the meaning given in Article 1.

“Green Generation Initiative” has the meaning given in Article 1.
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“IESO” means the Independent Electricity System Operator created pursuant to Part |l
of the Electricity Act, 1998.

“IESO Electricity Distribution Receipts” means, for a month, the sum of all amounts
payable by Electricity Distributors to IESO
Electrlmti Dustrlbutors durlng the month pursuant to sectlon . of the Elecz‘ncn‘y

“IESO Funding Shortfall” means, for a month, the amount, if any, by which (a) the |IESO
Electricity Distribution Receipts that would be payable to IESO for the month if
determined without regard to this Act and without regard to the changes made to section
25.33 of, and O.Reg. 429/4 under, the Electricity Act with respect to the Global
Adjustment concurrently with this Act, exceeds (b) the IESO Electncny Dlstrlbutlo

Recelpts payable to IESO for the month-zf

. xtent reasonablxnecessag glve effect tothls Act,or an;g transactlon conterﬁglated
hereby, IESO shall calculate the |IESO Funding Shortfall for any month based on

information provided by the Electricity Distributors and (i) _such calculation shall be
binding for all purposes: and (i) any demonstrated inaccuracy in the calculation for any

month (including anv_such resulting from inaccuracies in_the information orovided b
Electricity Distributors) shall be accounted for by adiusting the 1ESO Funding Shortfall

hortfall is the regulatory asset owned by IE

“IESO Remittances” means, for a Settlement Date, all Electricity Distributor Remittances
received by IESO or if applicable the Alternative Collection Agent prior to the Settlement
Date and that have not otherwise been remitted to the Regulatory Asset Owners (each
with respect to its Regulatory Asset) in accordance with Section 5(6), including the
proceeds of any enforcement action undertaken by IESO or if applicable the Alternative
Collection Agent to recover payment of amounts payable by Electricity Distributors to
[ESO in accordance with Article 5.

?E This has been recast to recognize that the shortfall in the first 4.5 years could exceed the entire GA amount. A
more refined approach to describing the concept may be considered.
23107566.9
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“IESO Successor’” means the entity appointed by the Province to succeed to the rights
and obligations of IESO as the entity responsible for managing the Province’s electricity
system.

“lnvestment Interest” means an ownership interest in, to or under the Regulatory Asset

“Investment Remittance” means, for a month, the lesser of (a) the aggregate amount of
all IESO Remittances for the month, and (b) the sum of the Einance-Amounis
Obligations due and payable by all Absolute Assignees in respect of the month

“Measurement Date” means [Insert relevant date around the Legislation Implementation
Date] and any other date specified as such under the Fair Allocation Plan.

“Net Funding Costs” means, for a Reference Period in respect of a Financing Entity, the
amount by which (a) the aggregate of all interest, scheduled principal*

231 07566 9
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2 *Net Funding Costs pavable in respect of a Funding

g;bhgatron for_ the Reference Period. [NTD: This concept of Net Funding Costs

contains too many nested lavers. For the purposes of the legislation, this should
be a broader and less precise term.]

“OEB” means the Ontario Energy Board, together with its successors.

“OPG” means the corporation incorporated as Ontario Power Generation Inc. under the
Business Corporations Act on December 1, 1998, together with its successors.

“Over-Assessed Amount” means, in respect of a Measurement Date, the amount (if any)
by which (a) the Assessed Past Green Transition Costs, exceeds (b) the Estimated Past
Green Transition Benefits, each as determined as of the Measurement Date.

“Period Finance Charges” means, for a Reference Period, the sum of (a) the Estlmate of
the Flnance Amount aaa»«(b) the True Up Amount in respect of the

reasonable ad ustment amount to account for estimated collection shortfalls _and

“Pledge” means, in respect of an Investment Interest of an Absolute Assignee, a lien,
mortgage, charge or security interest granted to or in favour of a Pledgee by the
Absolute Assignee in, to and over all or a specified portion (including a specified portion
on a divided basis or by way of an undivided interest) of the Investment Interest.

“Pledgee” means a person to whom an Absolute Assignee grants a Pledge.

“Program End Date” means -, [2047].

“Province” means the Province of Ontario.

‘Redemption Amount” means the amount payable by or on behalf of an Absoclute
Assignee to redeem, prepay or repurchase a Funding Obligation incurred by or on
behalf of the Absolute Assignee, including any premium, make-whole or other additional

amount becoming payable under the Funding Obligation to give effect to such
redemption, prepayment or repurchase.

“Reference Period” means (a) the period from (and including) the Measurement Date to
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and November 1st] thereafter and (c) any other period specified as such in the Fair
Allocation Plan.

“Refinancing” means, in respect of a Funding Obligation incurred by or on behalf of an
Absolute Assignee, that the Funding Obligation is repaid or repurchased for cancellation
by or on behalf of the Absolute Assignee by applying the net proceeds obtained by the
Absolute Assignee incurring one or more other Funding Obligations.

“Regulated Consumer” means:

*IESO-controlled _arid _or_distribution _svstems connected to the IESO-controlled grid,
regardiess of whether such Regulated Consumers generate their own electricity or
receive electricity _other than from the [ESO-controlled grid or_a distribution system
connected to the IESO-controlled grid and regardiess of who operates the fransmission
system_and/or distribution system to which such Regulated Consumer is connected.
INTD: There are a number of issues with this definition. First the word “Retail” is

a source of confusion as it implies customers of licensed retailers, Really, the
purpose of the term _is to define the group of consumers that are eligible to

receive the benefit of the Fair Hydro program and who will bear the cost of the
rogram over the long term. We have proposed “Requlated Consumer” but vou

could also use the term “Eligible Consumer” or “Fair Hydro Eligible Consumer”
and for purposes of the legislation to say that it is a member of a class of

consumers prescribed by the regulations for purposes of the relevant section of
the leqgislation. The requlation would then describe who is in the class. Second. it

may not be appropriate to rely on the class of consumers prescribed for the
purposes of 5, 79.16 or under the OREC Act, Section 79.16 is the section that

defines the class of RPP consumers. We understand that the “Fair Hydro Eligible
Consumers” are not an identical class to that which is eligible for the RPP or for

the Ontario Rebate for Electricity Consumers. For example, we have heard that
Fair Hvdro Eligible Consumers will {a) exclude consumers served by independent

ower authorities {certain remote communities not served by Hvdro ne
Remotes), and (b) include consumers served by licensed unit sub-meterin

roviders, licensed retailers and certain consumers served directly by the IE
{which may or may not be captured by the classes under 79.16 or OREC). Third, i

is not clear why consumers with contracts with retailers who use retailer
consolidated billing are removed from the first part of the definition but then

23107566.9
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added back inte the second part of the definition. Fourth, Retailers do not
necessarily have physical electricity assets that would be connected to the grid.

Some just sell or offer contracts for electricity. As such, the first few lines after

{b) are problematic. Fifth. the phrase “purchase electric generation services from

a provider of electric generation services other than the owner of the Province’s
transmission and distribution system assets” does not make sense. A consumer

does not purchase generation services from a transmitter or distributor. Rather, a
consumer receives distribution services from a distributor. In addition to

charging for its distribution services, the distributor also charges the associated
transmission costs and commodity costs associated with the volumes delivered.

Those commodity costs are the price of the electricity itself and are almost
entirely made up of the amounts determined under the global adjustment. Sixth

the phrase “whether or not the fransmission and distribution system assetis
continue to be owned or operated by Electricity Distributors or operated by IES(Q”

does not make sense. Transmission assets are owned and operated by
transmitters. Distribution assets are owned and operated by distributors, The
IE does not own but does administer and direct the operation of the
transmission system.]

“Regulatory Asset” means the property rlghts and |nterests descrlbed in Section 6(1),
which collectively is comprised of the-lESC-Reteined-interast—as
Interest.

any bank account into which lESGServicer deposits or receives Transmon Charges
Electricity Distributor Remittances or IESO Remittances; and (c) if applicable, for the
Alternative Collection Agent, any bank account into which the Alternative Collection
Agent deposits or receives Transition Charge Collections, Electricity Distributor
Remittances or IESO Remittances.

ute ASS|gnee as owner of |ts lnvestment

lnterest or lnvestment Interests and “Regulatory Asset Owners” means collectively-
ESC—and each such Absolute Assignee, who tfogether own the entirety of the
Regulatory Asset and are required to exercise their individual rights of ownership in
accordance with Section 6(7).

attendant or incidental to any of the other property rights or interests that comprise such
sgulatornyAssetinvestment Interest.

“‘Remittance Date” means, in respect of an Electricity Distributor, each day on which it is
required to remit Electricity Distribution Remittances to {ESQServicer or if applicable the
Alternative Collection Agent as specified in accordance with any Funding Obligation or,
if no such day is specified in accordance with any Funding Obligation, then the Business
Day [NTD: Not defined.] preceding each Settlement Date._[NTD: Move to

Regulations. Remittances will be in accordance with then current rules.]

23107566.9
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“Repayment Obligation” means an obllgatlon to repay.—+redesm FOR
provide for the repayment.-rede S 50 (mcludmg by maklng a related
Finance Reserve Deposit) of, all or a portlon of the amount advanced to the Absolute
Assignee under a Funding Obligation.

“‘Repayment” means a payment by an Absolute Assignee made to satisfy a Repayment
Obligation, other than to the extent that the payment is made by applying the proceeds
of a Refinancing or from Finance Reserve Withdrawals.

“Replacement Event” means any event specified as such in a Funding Obligation.

“Retailer” means a person who is licensed under Part V of the Ontario Energy Board
Act, 1998 to retail electricity.

“Retailer Consolidated Billing” has the same meaning as in the Retail Settlement Code
issued by the Ontario Energy Board.

“Servicer” means |ESO or IESO Successor, as agent for and on behalf of the
Regulatory Asset Owners, for the purposes set forth in Article 4.

“Settlement Date” means the [last Business Day of any month].

“Transition Charge” means,

=ataithe amount recoverable from a Requlated

Consumer in respect of a Reference Period,
23107566.9
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bod e denranI g

anplicable -Reforeng sed-Lenghh. belng the Penod Flnance g;harge as allocated to

uch Regulated g;onsumer in accordance with Article 4(3) on a monthlv basis, [NTD:
This needs to be grossed up to account for variability associated with expected
uncollectables and remittance delays.] INTD: Do not need to create parallel
process. The definition should be linked to the OEB process for determining the
volumetric rate as part of the RPP process (see s, 4(2)). The OEB will determine

volumetric rate based on forecast consumption, number of consumers, etc. {o
recover the Period Finance Charges.]

“Transition Charge Collection” means any amount received Jor deemed by this Act to
have been received]l b

arising from the exercise and enforcement of any related rlghts and interests under or in
respect of the Regulatory Asset.

“True-Up Amount” means, in respect of a Reference Period, the amount (which may be
a negatlve amount) calculated by the FlnanC|aI SerV|ces Agentl\/lanage equal to (a) the

5 AT i ded Trus-Un el mlnus (bl the Estlmate of the
Flnance Amount for the related True Up Perlod minus-{b}-the-* at-Francs-Amount
FOr-SLah.g Sbiebl 2, plus (c) the Collected Amount Adjustment for such

\\\

ﬁ’v}%ym|mmed|ate|y precedmg he-first-day-of .. 2afor ..

he F30M o diately

IREA™

“‘Undertaking of ihe-Lisutenant-Governer-in-Gounek

means the undertaklng of he anant-Governorin-GCou eHer Majesty in right of

2

or by an Alternative Servicer under Section 4(1), in each case on the terms of payment
specified in the related Electricity Invoice.

Consumer in an Electricity Invoice shall together with any
applicable late payment fees and finance charges arising under the terms of the
Electricity Invoice with respect to such Transition Charge, constitute non- bypassable

Consumer, which subject to Article 5 may be enforced independently from any other

gi Determine if this is critical for rating and markets. Logistics under consideration.

23107566.9
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Consumer may not set-off or reduce (by
counterclaim, defense or otherwise) the amount payable by it in respect of any
Transition Charge, including any set-off against or in respect of any amount owing or

Allocation of Retal

receives a payment made by or on behalf of a RetallRequlated Consumer in respect of
amounts due and payable under one or more Electricity Invoices that is less than the
total amount payable thereunder such payment shall be aIlocated on a pre rata bas;s te--

to other amounts anable to the IESO by the Electricity Distributor.

Transition Charges are Irrevocable - The Transmon Charges arising under or in
respect of Funding Obligations—ineurred-—-under—the-—Einansing—-Rlan (including any
adjustments based on modifications to such Fundlng Obllgatrons made in compliance
with the Financing Plan or as a result of amendments to the Financing Plan made in
accordance with Section 9(3)) are deemed to be irrevocable, final and effective without
any further action, except to the extent of manifest calculation error. For greater
certainty, a Transition Charge may include Finance Amounts for a Reference Period
regardless of whether-gr-net the payment of such Finance Amounts are inconsistent
with the Fair Allocation Plan applicable at the time such payments are due and payable,
and regardless of whether-er-aet the related Funding Obligation was properly incurred
under the Financing Plan. In no case shall a Funding Obligation incurred under the
Financing Plan be affected by a subsequent amendment to the Fair Aliocation Plan.

{6) True-Up of Transition Charges? — [NTD: Include specifics regarding the true-up of

the charges anol the process for the true- up but move to Requlatlons The

{7y Commencement of Invoicing and Collection of Transition Charges — INTD: There

must be provision for the commencement of invoicing and collection of transition

charges no later than 60 months after the commencement of the program, There
can be no additional impairment on the ability to recover Transition Charges after

the first five vears of the program (that is, no limit on vear-over-year increases).]

gl Torys has also suggested that deemed conditions of licenses for distributors, retailers and unit sub-metering
providers, could be included as conditions, o require them to collect and remit amounts in accordance with this
legislation. Consider if it is helpful to integrate the existing regulatory scheme for invoicing and collections
(regarding RPP) in the legislation.
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Article 4 - Invoicing of Transition Charges [NTD: Move Article 4 sections (1) to {4) to

Regulations. Also note, these sections remain subiect to further due diligence by the

Dealers.]

1) Inclusion of Transition Charges in Electricity Invoices — Each Electricity Distributor
and if applicable any Alternative Servicer shall, as an agent of the Regulatory Asset

pursuant to Section 4(4) in respect of a related Reference Period in each Electricity
Invoice issued by the Electricity Distributor or if applicable by the Alternative Servicer to
the ReiaiRegulated Consumer in respect of such Reference Period. Upon the inclusion
of a Transmon Charge in an Electrncrty lnv0|ce the obligation to pay such amount shall

Retail-Consume .Requlated Consumer [NTD: Must

(2) Calculation of the Period FransitionFinance Charge — Not later than [35] days prior
to the first day of a Reference Period, each Absolute Assignee (or the Financial
Services AgentManager on its behalf) shall provide the OEB with written notice of each
Estimate of a Finance Amount payable by it or on its behalf in respect of the Reference
Perlod {35} days pr;ar 16 tha fs rgt day af & Ref@ren{;a Pera@d EES@ OF- Sucees&@r LES@ af--

C@sts that @8- due a-né payabte and remam unpaad @nsu&h day Not Iater than one
month prior to the first day of a Reference Period, the OEB shall calculate the Period
TransitienFinance Charge applicable to the Reference Period based on the calculations

and information set forth in such written notices received from the Absolute Assignees
and based on such amounts specified by IESG-or-Successor-1ESOServicer, which
calculations, information and amounts shall be determinative, except to the extent of
manifest calculation error or misstatement.

3) Calculation and Attribution of Transition Charges — Not later than 25 days prior to
the first day of a Reference Period, the OEB shall apply the Attribution Methodology to
determine the Alk : acto allocatlon of the Tran5|t|on Charge for each

i the-apphicableRetai-Const srous. [NTD: We think
the OEB would be determmlnq the Falr Hvdro recovery rate (on a_volumetric

basis) that distributors would then be required {o charge to consumers]

(4) Notice of Transition Charges — Not later than 20 days prior to the first day of a
Reference Period, the OEB shall inform each Electricity Distributor and if applicable any
Alternatuve Serwcer of the Transntlon Charges to be specrfled |n the Electrlcrty lnv0|ces

Consumer and specified as such in an Electricity Invoice shall be determinative of the
amount of indebtedness created thereby and owing in respect of such Transition
Charge, except to the extent of any manifest calculation error.

23107566.9

LEGAL 143776534 4



-17 -

(6) Successors of Electricity Distributors — Any successor of an Electricity Distributor
shall be bound by the requirements of Article 4 and shall perform and satisfy all duties
and obligations of such Electricity Distributor under Article 4 in the same manner and to
the same extent as such Electricity Distributor, including the obligation under Article 4 to
impose, attribute, charge, bill and invoice the Transition Charges.

(7) IESO Successor — Any IESO Successor shall be bound by the requirements of Article 4
and shall perform and satisfy all duties and obligations of IESO under Article 4 in the
same manner and to the same extent as IESO, including the obligation to calculate and
provide notice of Transition Charges.

8) Appointment of an Alternative Servicer — If a Replacement Event occurs in respect of
any Electricity Distributor, the Absolute Assignees shall, in accordance with the
Collective Rights Agreement, be permitted, by an instrument in writing, to appoint an
Alternative Servicer to perform some or all of the obligations and duties required to be
undertaken by such Electricity Distributor under this Article 4, as and to the extent
specified in such appointment. Upon acceptance of such appointment, the Alternative
Servicer shall become obligated to perform such assumed obligations in replacement of
such Electricity Distributor. Any Electricity Distributor that is replaced under this Section
4(8) shall promptly transfer all rights, powers, privileges and property interests in its
possession or within its control in the performance of such obligations and duties to the
Alternative Servicer and shall take such further actions, including the execution of
instruments, necessary to give full and final effect to such transfer and to permit the
Alternative Servicer to perform such obligations and duties on behalf of the Regulatory

Asset Owners. JNTD: We would expect the IESO to manage this in accordance with
its normal business practices.]

(9) Absolute Assignees have Standing — The Absolute Assignees, acting together in
accordance with the Collective Action Agreement, may bring actions against any
Electricity Distributor IESO the Servicer Alternative Servicer or any other person who

failure to impose, attribute, charge, bill or invoice Transition Charges_or to otherwise
comply with this Act. Any court of the Province shall have jurisdiction over any actions
brought before it by the Absolute ASS|gnees |n relation to any such fallure and may

the sections on “Standing” to bring an action to remain in the legisiation (as

opposed to being moved to the regulations as we believe we previously
suggested) a3s we see those provisions as part of ensuring a rigorous
enforcement scheme for the Financing Entity {and s0 something that should be

difficult for the Province to change going forward).]

(10) No Set-Off or Reduction — No Servicer or Electricity Distributor may set off or reduce
(by counterclaim, defence or otherwise) the amount payable by it pursuant to this Article
4,

(11) Regulations — Regulations may be enacted for the purpose of specifying further rights,
powers, privileges, duties and obligations that shall apply to IESO, any Electricity
Distributor or any Alternative Servicer to ensure that Transition Charges are properly

23107566.9
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Article 5 — Collections and Remittances [NTD: Move Article 5 sections (3), {6}, (8}, (12),

) Duty to Collect as Agent — Eleciricity Dlstnbutors or if appllcable any Alternatlve
Collectnon Agent shall, Hegulater WRers—undertialk

e Todatatel ol i
-

RIS

2 Segregation of Transition Charge Collections — An Electricity Distributor or if
applicable any Alternative Collection Agent shall promptly segregate Transition Charge
Collections from other payments received by it from RetailRegulated Consumers and
deposit such Transition Charge Collections into its Regulatory Asset Account.**® [NTD:
Determine if this is critical for rating and markets or if segregation can occur in

Prior to and following a deposit of Transition Charge

Collections having been made into its Regulatory Asset Account, the Electricity

Distributor or if applicable any Alternative Collection Agent shall hold such amounts in

trust for the Regulatory Asset Owners_or its Pledgee.

(3) Electricity Distributor Remittances — On each applicable Remittance Date, an
Electricity Distributor shaII remlt aIl amounts invoiced b;g the IESQ on account of the

Transition Charge-Cellections—teceived-by-it-from-Belall-Consumers in respect of the

related Reference Period to or to the account of @8@5emce or if applicable the

Alternative Collection Agent._[NTD: it is the Dealers expectation that the Transition
Charge will be paid on the same basis as other amounts invoiced by the IESQ,

failing which, they will need to be remitted daily.1

4 Duty to Collect Electricity Distributor Remittances — {ESQServicer or if applicable
any Alternatlve Collectnon Agent shall as an agent of the Regulatory Asset Owners,
ertake—ldiligentiireasenasblel-effors—o—accept and collect Electricity Distributor
Remnttances from Electnc:lty Dlstnbutors and Transntlon Charge Collectnons from

RetzilRequlated

same basis as it accepts and collects other charges from such Regulated Consumers 9

(5) Segregation of Electricity Distributor Remittances — {ES808ervicer and if applicable
the Alternative Collection Agent shall promptly segregate Electricity Distributor
Remittances from other payments received or held by it and deposit such Electricity
Distributor Remittances into its Regulatory Asset Account. Prior to and following a
deposit of Electricity Distributor Remittances having been made into its Regulatory Asset

amounts in trust for the Regulatory Asset Owners_or Pledgee.

m—Mi—r—r—etf--seEteet-ien--f‘-standerd—-ef--eere‘-‘--en@ee‘--epett@a@te-éegiséati@n-;

”ﬂ Consider trying to attach to existing LDC credit enhancements and provide parallel coverage for customer losses.
#9 Consider building this obligation into a deemed condition of licence for the IESO.

23107566.9
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Successors of Electricity Distributors — Any successor of an Electricity Distributor
shall be bound by the requirements of Article 5 and shall perform and satisfy all duties
and obligations of such Electricity Distributor under Article 5 in the same manner and to
the same extent as such Electricity Distributor, including the obligation under Article 5 to
collect Transition Charges and make remittances of Electricity Distributor Remittances.

and shall perform and satisfy all duties and obligations of IESO under Article 5 in the
same manner and to the same extent as IESO, including the obligation to collect
Transition Charge Collections, Electricity Distributor Remittances and to remit IESO
Remittances.

Owners of Distribution Assets - If any person other than an Electricity Distributor
acquires distribution system assets in the Province or invoices or collects electricity
distribution rates in the Province**'! then such person shall, if requested by the
Absolute Assignees, be obligated to act diligently to (a) facilitate the invoicing and
collectlon of any Transmon Charges apphcable to R-eteriRegulated Consumers in-its-

provrded in thls Ac:t (c:) exercise all enforcement rights of the Absolute Assignees for the
benefit of an Absolute Assignee; and (d) remit any Transition Charge Collections to the
Absolute Assignees or Pledgees, as applicable, each in accordance with its investment

Interest._[NTD: Such acquisition of a distribution system would require the person

to be an electricity distributor: consider deleting since this is covered off by
Section 5(7).1

Absolute Assignees have Standing — The Absolute Assignees, acting together in
accordance with the Collective Action Agreement may bring actions against any

Consumers for a failure to collect Transition Charges, remit or collect Electricity
Distributor Remittances or remit [ESO Remittances, as and to the extent applicable
under Article &5, or to otherwise comply with this Act. Any court of the Province shall

have jurisdiction over any actions brought before it by the Absolute Assignees in relation
to any such failure_and may make any interim or final order it thinks fit in this regard.

Appe; ni‘:m@nt ef an- Aiternatwe Cei&e@t&em Agent -t Repiacement---&venﬁ DECUFS- rn--

14ﬂ This is in anticipation of a possible future restructuring of the dlstrlbution system.
23107566.9
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No Set-off, etc. - The Regulatory Asset, including rights in Transition Charges,
Transition Charge Collections, and the interests of a Regulatory Asset Owner, an
Absolute Assignee and a Pledgee therein, may not be setoff or reduced (including by

system assets in the Province or any other person or in connection with any default,
bankruptcy, reorganization or other insolvency proceeding of any Electricity Distributor,

Agent or any owner of distribution system assets in the Province or any other person or
entity authorized to collect Transition Charges, defaults on any required remittance of
Transition Charge Collections, Electricity Distribution Remittances or IESO Remittances
under Article 5, any court in the Province, upon application by and of the Absolute
Assignees acting collectively under the Collective Action Agreement and without limiting
any other remedies otherwise available to the Absolute Assignees or Pledgees, shall
order the sequestration and payment of the Transition Charge Collections, Electricity
Distribution Remittances and IESO Remittances, as applicable, for the benefit of the
Absolute Assignees, each with respect to its Investment Interest, and the Pledgees as
applicable.*13

Regulations — Regulations may be enacted for the purpose of specifying further rights,
powers, privileges, duties and obligations that shall apply to H=BGServicer, any
Electricity Distributor or any Alternative Collection Agent to ensure that rights, interests,
entittements, benefits and proceeds in, to, under and from the Regulatory Asset are of
fully realized by some or all of the Absolute Assignees and Pledgees.

Same for Electricity Distributor Remittances and IESC Remittances.
13 Consider adding or substituting this provision for a right to appoint a receiver.
23107566.9
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Article 6 — The Regulatory Asset

by a single entity {initiall P

INTD: For greater certainty, a Financing Entity will not be reguired to purchase

(1) Composition — The Regulatory Asset shall constitute a current and irrevocable property
right and interest consisting, collectively, of the following rights and interests (without

duplication):
a.
he Regulatorg Asset in |ts account
b. the right to impose, bill, invoice, collect and receive Transition Charges from

FetailReqgulated Consumers, including the right to determine the amount of
Transition Charges in accordance with this Act;_[NTD: We think this should be
a fundamental right to recover such amounts

Consumer to pay the Transition Charges charged to the RstiailRegulated
Consumer from time to time in accordance with Article 3, together with all related
late payment fees or interest charges arising in respect thereof under the related
Electricity Invoices;_[NTD: Do we really want and need the ability for the

Financing Entities to chase after individual consumers?]

d. the right to enforce the duties and obligations of each Electricity Distributor and if
applicable the Alternative Servicer to impose, attribute, charge, bill and invoice
the Transition Charges in accordance with Article 4;

23107566.9
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e. the right to enforce the duties and obligations of each Electricity Distributor and if
applicable the Alternative Collection Agent to collect, receive and remit amounts
received by it in respect of Transition Charges as Electricity Distributor
Remittances to or to the account of {e&GServicer or if applicable the Alternative
Collection Agent in accordance with Article 5, including all collections and the
proceeds of any enforcement action undertaken by the Electricity Distributor or if
applicable the Alternative Collection Agent to recover payment of Transition
Charges in accordance with Article 5;

the Alternative Collection Agent to collect and receive Electricity Distributor
Remittances and to remit IESO Remittances to or to the accounts of the
Regulatory Asset Owners, each with respect to its respective interest in the
Regulatory Asset, in each case in accordance with Article 5, including all
collections and the proceeds of any enforcement action undertaken by it to
recover payment of Electricity Distributor Remittances in accordance with Article
5;

g. the right to receive and collect all Transition Charge Collections, all Electricity
Distributor Remittances and all IESO Remittances in accordance with Article 5;

h. all rights and entitlements under each Regulatory Asset Account and all amounts
on deposit in any such Regulatory Asset Account;

i all Related Rights; and

j. all revenue, collections, claims, payments, money and proceeds of or derived
from the rights described in (a) through (i), regardless of whether such revenue,
collections, claims, payments and proceeds are imposed, invoiced, collected and
maintained together with or commingled with other revenue, collections, claims,
payments, money and proceeds.

A Regulatory Asset and the property rights and interests therein shall exist whether or
not Transition Charges have been imposed, charged, invoiced, accrued or collected and
notwithstanding that the imposition, attribution, invoicing and collection of Transition
Charges will depend on further actions that may not have occurred, The Regulatory
Asset shall continue to exist until all Funding Obligations and Additional Funding

harges have been paid in full.

IESO may Dlsoose of aII or anv oart of |ts mterest ina Requlatorv Asset in favour of an
Absolute Assignee and,__any such Disposition, when made, shall be valid and
enforceable in accordance with the terms of the related Disposition Document and shall
be effective to confer upon the Absolute Assignee thereof a valid property right and
interest in, to and under the applicable Investment Interest (or relevant portion thereof)

23107566.9
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- - cie-transfer—, Wlthout I|m|t|ng the foregorng, any Dlsposmon that by
|ts terms is |ntended to constntute a sale or absolute transfer shall be treated for all
purposes as a true sale and absolute transfer of the Regulatory Asset Owner’s
applicable right, title, and interest in, to and under the Regulatory Asset (or relevant
portion thereof), and not merely as a Pledge thereof—ant - sueh

Disposition the assigner or seller under the applicable Dlsposmon Document shall retain
no rlght title or |nterest |n the Investment Interest exoressed to be subject to the

(3) Perfection and Priority of Dispositions — Any Disposition of an interest in a
Regulatory Asset shall be vested, valid, binding and perfected from the time when such
Disposition is made. Such Disposition shall be perfected, vested, valid and binding as
against the |ESO or transfernng Regulatory Asset Owner,_as applicable, and all other

, irrespective of
whether such persons have notice of the Dlsposmon and the property rights and
interests acquired by the Absolute Assignee under such Disposition shall be free and
clear of any liens in favour of such other persons.

4) Val|d|ty of Pledges - Desp;te any Iemetatrons BF- restrrotaan OR-& Pledge that may -arise-

Fundlng Oblrgatron and when made shall be valid and enforceable in accordance with its
terms and shall be effective to confer upon the Pledgee a valid security interest in, to
and in respect of the related Investment Interest in accordance with the terms of the

any person sall be requlred to glve effectto aPledge made to secure any Fundrng'
Obligation.

%) Perfection and Priority of Pledges - For purposes of the Personal Property Security
Act (the “PPSA”), the Regulatory Asset shall be intangible personal property and any
Pledge made by an Absolute Assignee in respect of a Funding Obligation_shall, subject
to the terms thereof, give rise to a security interest of which the PPSA applies, and may
be perfected by filing a financing statement under the PPSA on that basis. All proceeds
of a related Investment Interest that are subject to such a Pledge that are received by
the Absolute Assignee shall immediately be subject to the such Pledge, and the security

A Pledge

perfected under the PPSA shall be a continuously perfected security mterest and shall
have priority over any other lien or security interest, created by operation of law or
otherwise, that may attach to the property rights and interests in the Investment Interest
subject to the Pledge unless the Pledgee has otherW|se agreed in Wntlng %ub}eet—te

~ normalize the security interest and reduce any adverse suggestion that security would not othervvrse arise.
23107566.9
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Article 7 — Establishment of the Fair Allocation Plan*®'® [NTD: Move entire Article 7 to
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Enforcement of Property Rights — The rights of any Regulatory Asset Owner to collect
and enforce its rights and interests in, to or in respect of the Regulatory Asset shall be
exercised in the manner set forth in Article 5.

Owners of a Specified Portion of the Regulatory Asset — A Regulatory Asset Owner
may effect a Disposition to an Absolute Assignee of a specified portion of its rights and
interests in the Regulatory Asset, including by way of a Disposition of a divided or an
undivided interest therein as specified in a related Disposition Document-in-eash-case-
under-the-Financing-Plan.  In no circumstance may the specified portions of the rights
and interests in the Regulatory Asset owned by all Regulatory Asset Owners be greater
than all of the rights and interests that comprise the Regulatory Asset in the aggregate.

Collective Action Required — If a Regulatory Asset Owner’s rights and interests in the
Regulatory Asset comprises less than the entire property right and interest constituted
by the Regulatory Asset, such Regulatory Asset Owner shall only enforce such right and
interest on a collective and coordinated basis with each other Regulatory Asset Owner
in accordance with the Collective Rights Agreement. [NTD: Move to Regulations.]

Regulations, other than 7{1}.]

)

@)

Adoption of the Fair Allocation Plan — The Delegate may, [by written declaration,]
designate and adopt a Fair Allocation Plan in compliance with Article 7. The Fair
Allocation Plan so designated and adopted shall be the Fair Allocation Plan for all
purposes of this Act, except if amended, amended and restated or terminated by a
further written declaration made by the Delegate in compliance with Section 7(4).

Principles and Parameters — A Fair Allocation Plan shall seek to aIIocate Future Farr
Share of Green Transition Benefits across present and future Retal-Consur

discretion, determines to be equitable, having regard to the following principles and
parameters:

1. Future Fair Share of Green Transition Benefits should be allocated over the
period ending on the Program End Date.

2. The Falr Allocatlon Plan should speC|fy the Reference Periods for the purpose of-
igdantibana.anolicable HEetal Lo ar faroune oo a||ocat|ng Future Fair Share

15 The idea is that the Fair Allocation Plan will be set once at the outset based on the principles and parameters

described here, all as applied based on information available and the reasonable expectations and discretion of
the delegate at such time. If the expectations are not fulfilled (e.g., generators may choose to retire their
facilities at the end of their current procurement contracts and not invest in extending service lives to secure
further procurement contracts), the Fair Allocation Plan will be unaffected, unless it is specifically amended
(assuming amendments will be permitted by the legislation).
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basis over time.

The share of Future Fair Share of Green Transition Benefits allocable to a
Consumer-Graup in respect of a Reference Period
should be proportionate to a reasonable assessment of the benefits of the Green
Generation Initiative to the-Retailsuch Regulated Consumer@reu-p over such

&—The time value of money should be reflected in the Fair Allocation Plan, in
order to equate the relative values of the nominal allocations of Future Fair
Share of Green Transition Benefits, calculated in current dollars, to future Retail-

(3) Attribution Methodology — The Fair Allocation Plan shall specify the Aftribution
Methodology for the purposes of allocatrng the Penod iﬁranaraem:mance Charges

across the RsiailRequlated Consumers-sf-a Har-Retail Co Ho
Attribution Methodology shall result in an attrlbutlon of such Transmon Charges that is

The

considered by the Delegate to be equitable, and may have regard to such prlncnples and

parameters as may be further set forth in a Regulation—;

23107566.9
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*shall not be used to limit the recovery of Transition Charges. [NTD: Can

the methodology be adjusted outside an amendment? If so, the rating agencies
need to understand the limits of any adjustment.]

4) Amendments of the Fair Allocation Plan — The Fair Allocation Plan may be amended,
amended and restated or terminated by the Delegate, provided that such amendment,
amendment and restatement or termination shall (a) not be inconsistent with the
principles and parameters set forth in (2) or (3), above, or the Regulation-and, (b)
comply with any restrrctlons or limitations specified with respect thereto in any Fundrng

as%tﬁecordm of IE ndin Shortfall - IESO wil record any IS0 Burding
Shortfall in its books.

{2} {3-Dispositions — IESO may effect a Disposition
Shortfall to an Absolute Assrgnee if (a) the Absetute Assagnee has-orwill-concurrentiy-

- : Colle g Agreems b—the-Disposition is effected
pursuant to a DISpOSltIOﬂ Agreement duIy executed by IESO {c and (b) the Financial
com Iles W|th an

Qrspesetaen

{3} {4--No Continuing Interest in any Investment Interest — IESO shall have no

continuing right or interest in any isvesiment-lnterestiESO Funding Shortfall subject to a
Dlsposmon effected by IESO under a Dlsposmon Document to WhICh IESO is a party—

23107566.9
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(1) Power to Prepare, Implement and Amend the Financing Plan — The Financial
Servrces Agenﬂ\/lanage shall be authorrzed to prepare |mplement and amend a

unable-lo- QF@Q@?@EH’[IHGS and propose theadoptron o such flnancmq olan asthe
Financing Plan—the-Delegaie-mayv-by ¢l on-de oy . o o
parsons-who-shall- be autherszed te preg;are ;mpﬁement a-nd amand the F’man{;mg Péan

(3) OEB Approval — Any Additional Funding Charge payable to or for the benefit of the
Financial Services Agent

(4) OEB Review — The OEB [shall] undertake an annual review of the records maintained
by the Financial Services AgantManager for the purpose of confirming that the Funding
Obligations incurred and the Finance Amounts paid by or on behalf of the Absolute
Assignees were incurred and paid, respectively, in material conformity with the
Financing Plan. [NTD: We would prefer that E&Y do the review to ensure OPG is

generally compliant rather than have the OEB conduct this review.]

(5) Replacement of the Administrative-AgentFinancial Services Manager — If the OEB
|dent|f|es deflc:lenc:les or makes recommendatlons in its review under Section 9(4), the
dministrative-AgentFinancial Services Manager shall take reasonable measures to
remedy such deflc:lencres if remediable, and shall in any event have regard to the
recommendations of the OEB in relation to further actions undertaken by the Financial
If the Financial Services
AgerntManager is unwilling or unable to reflect such recommendations in relation to such
further actions, the Delegate may by written declaration designate one or more other
persons who shall thereafter become the Financial Services—_ Manager. Any
replacement must comply with the restrictions and limitations specified in the documents

evidencing the Funding Obligations.

ensure that amounts transferred to it under Article 5, as agent for and on behalf of the
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Absolute Assignees, or otherwise in respect of or as proceeds from an applicable
Investment Interest shall only be applied or used to pay related Finance Amounts when
they are due and payable and for no other purpose._[NTD: This can be dealt with by
contract.]

(7) Non-Recourse — The Financing Plan shall be implemented so that Funding Obligations
incurred shall be without recourse to or to any assets of the Electricity Distributors,
IESO, any Alternative Serwcer any Alternative Collection Agent the FinanC|aI SerV|ces

Maijesty in right of Ontano other than |f and to the extent that such persons or entitnes
are liable for the performance of obligations or duties arising under this Act or expressly
agree to become liable pursuant to any Funding Obligation or obligation in relation to a

(8) Incurrences are Binding — HNobasi ng—ardhing—io—the—conirs ] -t
sachEach Disposition made to or by an Absolute AsS|gnee and aiI amounts payable or
becoming due and payable by or on behalf of an Absolute Assignee under or in
connection with any obligation purporting to be a Funding Obligation and each Piedqe

Aet, including in determining the amount of reIated Transmon Charges
; R airmer sctresulting . fatturedefect in the

[Article 10 — Compliance Matters#®

(1) Right of the [OEB] to Inspect Books and Records - For the purpose of investigating
compliance with the provisions of this Act, the OEB shall have the right, jurisdiction,
power and authority to examine the books and records of [Insert names if any].

{2} [OPG’s Rate Settings — When setting other rates for or in respect of OPG, the OEB
shall not take into account (a) the administrative or servicing fees charged by OPG as
Financial Services AgentManager [in excess of the actual incremental costs incurred by
such person of providing administrative or servicing services]; (b) the cost

. or (c) the

consequence of OPG consolidating the assets and liabilities of any Financing Entity for

OPG’s accounting purposes, in each case in setting any regulated payment amounts for

OPG.J*

Obiigations that have been incurred under the Financing Plan. This Article and any potential role for the Auditor
General is still under consnderatlon
~ the OEB discretion in setting payment amounts subject to O. Reg 53/05) that the OEB in setting OPG payment
amounts for prescribed generation shall not consider OPG's role as Administrative-AgeniFinancial Services
Manager of any Financing Entities associated with the Fair Hydro initiative, perhaps with the exception of any
operating fees that may be received by OPG for performing that role.
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siifHer Majesty in right of

Ontario™®

@)

&)

No Action to limit, alter, or |mpa|r or termmate Transmon Charges, the Regulatory
Asset or Collectlons -] e o o CouncillHer Majesty in right of

Ontaric shall not in any way take or permlt (mcludmg by any agency or adminisirative
body)y any action to reduce, impair, postpone or terminate the obligation of
RetaiiRequlated Consumers to pay Transition Charges or to impair the Regulatory Asset
or the collection or recovery of Transition Charge Collections, Electricity Distributor
Remittances or IESO Remittances, either directly or indirectly, including through the
introduction of any bill or the passing of any legislation or regulation having such effect.
The amount of Transition Charges determined under this Act shall not be subject in any
way to reduction, |mpa|rment postponement or termlnatlon as a result of any action
taken or failure by the-Lieutens werner-in-ovneiHer Majesty in right of Ontario
(including by any agency or admmlstratlve bodv) mcludlng through the introduction of

any bill or the passing of any legisiation or regulation having such effect.

Undertaking and Agreement —
right of Ontario shall not:

(a) in any way take or permit any action that limits, alters or impairs the value of any
Investment Interest;

(b) except as required by the estimates and adjustments made in determining the
True-up Amount, reduce, alter or impair Transition Charges that are imposed, billed,
invoiced, collected and remitted for the benefit of the Absolute Assignees or any
Pledgee from time to time;

(c) permit the amendment, amendment and restatement or termination of the Fair
Allocation Plan if such amendment , amendment and restatement or termination
would adversely affect the validity or enforceability of any Funding Obligation or the
rights of an Absolute Assignee or Pledgee thereunder,__or would not ctherwise

comply with the restrictions and limitations specified in the documents evidencing the

in each case including through the introduction of any bill or the passing of any
legislation or regulation having such effect.

Successor IESO — If IESO is restructured, dissolved or becomes insolvent or is
otherwise incapable of performing its obligations under this Act, an IESO Successor
{ESO-shall immediately be established_by Her Majesty in right of Ontario to perform
such obligations.

218 Under consideration, including the dealers’ request for a “servicer guarantee” and a “contractual guarantee” to

address a “Change of Law” or if all or a portion of the legislation is uftra vires, requiring (at the lenders option),
the Province to pay principal and interest on the outstanding debt until maturity or payout the entire debt
including any make-wholes. +

In the event of a market disruption that renders it impossible to refinance debt when reguired (or where
financing of amounts required to service the debt is not available because of a market disruption where the
Financing Entity was relving on such further issuance of debt until the recovery is set to begin to fund interest)

gither the Province must step in and payout the debt or there must be the right to recover the debt from
ratepavers as it becomes due, notwithstanding the intended rate cut,
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(4) Compensation for Failure — Absolute Assignees shall be compensated by Her Majesty
|n nqht of Ontarlo for any losses suffered by them as a result of any failure by the-
autens : er Maest in_right of Ontario to comply with its

(5) No Wind-up of Financing Entity. No Financing Entity may be voluntarily wound up,
liquidated or dissolved until one year after all of its Funding Obligations are repaid._
INTD: This concept can be contained in the Requiations.

(6) References to the Undertaklng and Agreement - Any non- conﬂdentlal reference to
the Undertaking of the Lisutensa T .
including in marketing materlals and other documentatlon authorized for use by the
Administrative in connection with any Funding Obligation, may be made provided that
[Add conditions to protect the Provincel.

Article 12 —- Regulations

Regulations may be made under this Act for the purposes described in Sections ¢,¢,» and « and
may be promulgated for any of the following purposes:

(a) to set standards and measures regarding the commercially reasonable
requirements of the Province associated with an Absolute Assignee incurring
Funding Obligations or becoming obligated to pay any Finance Amount,
including to establish guidelines regarding all-in funding costs;, permitted
Additional Funding Charges; required maturities and redemption and termination
rights of Funding Obligations; liquidity requirements, in each case to a Financing
Plan that is consistent in its effect with the Fair Allocation Plan;

(b) to establish and empower one or more regulated entities to undertake
decision-making activities with respect to this Act;

(©) to set out reasonable requirements regarding the appointment or retention of
advisors, agents, service providers, contract counterparties, including in relation
to ‘market terms and conditions’ parameters;

(d) to provide for audit and compliance standards applicable to those persons who
are or may become obligated or have duties that arise under this Act [or under
any Funding Obligation];

(e) to provide for any pre-vetting and approval requirements in relation to any
incurrence by an Absolute Assignee of any Funding Obligation or obligation to
pay any Finance Amount; and

) to provide for appeal and due process considerations in connection with the
establishment, adoption, implementation and review of the Fair Allocation Plan or
the Financing Plan.

Article 13- Miscellaneous®%

3‘32 OPG would like the specific amendments related to OPG to be included in the Bill.}*-
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(1) Choice of law - The law governing, as applicable, the validity, enforceability,
attachment, perfection, priority and exercise of remedies with respect to the transfer of
an interest or right or creation of a security interest in the Regulatory Asset, any
Transition Charge or the Undertaking of the Province shall be the laws of the Province.

(2) Conflict of law — In the event of conflict between this Act and any other law of the
Province regarding the attachment, assignment or perfection, or the effect of perfection,
or priority of any Disposition or Pledge, this Act shall govern to the extent of the conflict.

3) No further acts or approvals required - Notwithstanding any provisions of any law of
the Province to the contrary, no approvals, notices or authorizations other than those
specified in this Act shall be required with respect to the actions to be taken in
compliance with this Act, including under the Financing Plan or in relation to the
establishment of the Fair Allocation Plan, and the transactions and contracts authorized
in or contemplated by this Act or the Financing Plan, including the incurrence of any
Funding Obligation, any Disposition, any Pledge or in the payment and performance of
any attendant or incidental contract and any related expenses incurred to facilitate the
preparation and implementation of the Financing Plan.

4) Effect of invalidity after the Incurrence of any Funding Obligation - Effective on the
date that a Funding Obligation is incurred under this Act, if any provision of this Act is
held to be invalid or is invalidated, superseded, replaced, repealed or expires for any
reason, that occurrence shall not affect any action allowed under this Act that is taken
by any person who is or may become obligated or have duties that arise under this Act
and any such action shall remain in full force and effect.

3) Severability - If any Article, Section, paragraph or subparagraph of this Act or the
application thereof to any person, circumstance or fransaction is held by a court of
competent jurisdiction to be unconstitutional or invalid, the unconstitutionality or invalidity
shall not affect the constitutionality or validity of any other Article, Section, paragraph or
subparagraph of this act or its application or validity to any person, circumstance or
transaction, including the irrevocability of Transition Charges, the validity of the
Regulatory Asset, the incurrence of any Funding Obligation, any Disposition, any
Pledge, or the collection and recovery of Transition Charge Collections. To these ends,
the Legislature hereby declares that the provisions of this Act are intended to be
severable and that the Legislature would have enacted this Act even if any Article,
Section, paragraph or subparagraph of this Act held to be unconstitutional or invalid had
not been included in this Act.
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Schedule 1

Guidelines for Estimates

[To be considered.]
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Schedule 2

Requirements Applicable to Alternative
Invoicing Agent/ Alternative Collection Agent

[To be considered.]
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Schedule 3**3

Principles and Parameters for Establishing the Financing Plan

The following principles and parameters provide a guideline as to what a Financing Plan should

address:

{14 m respeet---ef---each Refereme Pened ----- meke referenee te the atiecetaens ef Futu»re Faw--

2}

3}

{1} {83-consider quantities, maturities, payment obligations, prepayment or redemption
rights and such other features of Funding Obligations so that payments made for a
Reference Period reasonably correspond to the allocations of Future Fair Share of
Green Transition Benefits to the applicable Reference Group under the Fair Allocation
Plan;

{2} {43-if the anticipated amount of any Repayment (together with payments of other
Finance Amounts) to be made in respect of a Reference Period would materially exceed
the allocation of the costs and benefits of the Green Generation Initiative to the
applicable Retail-Con: ar-GroupRegulated Consumers under the then current Fair
Allocation Plan, dlhgent efforts should be made to determine whether a Refinancing or
deferral of such Repayment may be reasonably and cost-effectively effected based on
then prevailing market terms, conditions an circumstances;

{3) &r-reflect the assumptions and requirements specified in any contemplated Funding
Obligation (e.g., any limit on the maximum amount of Transition Charges charged to a

Consumer relative to his or her monthly electricity bill, as
prescnbed by any ratlng agency that ascribes its credit rating to or in respect of the

(4)

Owner, to use diligent efforts to manage Finance Amounts to be borne by Ratepavers;

{5) include a proposal regarding the compensation of the Financial Services Manager that

reflects market terms and conditions: and

23107566.9
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respect to the amount and terms_of the Funding Obligations incurred and the sufficiency
of such Fundin bligations for the purpose of funding the estimated Funding Shortfalls
in accordance with the Fair Allocation Plan.
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