Key Outstanding Issues – Fair Hydro Plan
1. Business Issues:
Create risk to Trust’s debt credit rating, cost to electricity ratepayers and OPG’s finances.
	Outstanding Issue
	Description
	Current Status
	Next Steps
	Responsibility
	Timing

	1
	Indemnity
	The Province has provided an indemnity in favour of OPG and its directors and officers for any losses arising from any claims against them resulting from their activities in implementing the FHP
	Complete
	Complete
	Province & OPG
	N/A

	2
	Regulation -  "Asks" vs Final
	· Final regulations will facilitate financing but did not address all gaps identified by the dealers in earlier drafts
· This could put negative pressure on credit rating and costs
	Options being assessed to limit residual risk to credit rating and costs
	List of options under development
	Province / Dealers / OPG
	July 31

	3
	Provincial Support Agreement (Protection & Assurance)
	· Key aspect of the program structure to support strong credit rating
· Provincial commitment to continue to service debt if specific circumstances arise which materially impact the ability of lenders to collect interest and principal, potentially including:
· Change in law
· Constitutionality 
· Market disruption
· LDC servicer support
	Agreement in principle reached on change in law and constitutionality
	Substantially Complete 
	Province, Dealers & Osler
	Mid-August

	
	
	· 
	Assessing imperfect work arounds including:
· IESO to provide short-term warehousing of debt followed by sale to Trust for long-term to address market disruption during moratorium
· New regulation requiring LDC to provide collateral for servicer support
	Relevant stakeholders are assessing options
	Province, IESO, Dealers & Osler
	Mid-August (required for credit rating)

	4
	IESO Accounting
	· 4 year moratorium has been put in place where trust cannot collect principal or interest from ratepayers
· This has caused accounting issues for IESO and OPG/Trust
· IESO obligated to recognize liability for future interest on regulatory asset
· The Trust is unable to recognize interest income which creates risk of a credit rating downgrade for OPG
	Option being assessed is new regulation to flow Trust interest through the GA and remove obligation from IESO for accounting consolidation
	· Amend regulation pending completion of assessment by IESO and Provincial Controller

	IESO / OPG / Province
	July 31st 

	5
	PILs Exemption
	Broad PILs exemption for OPG relating to the Trust would address tax leakage that would lead to increased costs for ratepayers
	· Province Tax group has agreed in principle to provide specific PILs exemptions as specific issues arise
· However, there is risk of tax leakage and increased costs if PILs exemptions not secured in timely manner
	Complete
	Province
	N/A

	6
	Credit Rating Process
	OPG securing credit ratings to enable the Trust to access short- and long-term debt markets
	· OPG has completed informal discussions with ratings agencies to provide overview of anticipated structure
· Key issues for rating agencies include provincial guarantee, moratorium and repayment profile (Fair Allocation curve)
· The complex and precedent setting structure of the FHP will require more time for rating agencies to assess
	Full Ratings Assessment, Scenario Analysis, Documentation / Agreement Review and Additional Due diligence

Fair Allocation curve required for ratings assessment
	OPG/Dealers
	Start by July 31

8 week process

Complete by Sept 30

	7
	Fair Allocation Curve
	· Fair Allocation curve sets the limit for how much Trust can borrow and debt repayment profile
· Full program curve is required for credit rating assessment
	Linkage of curve to the LTEP is delaying its release
	OPG to propose range approach to allow rating assessment to begin and allow time for the Ministry to finalize the curve
	Province
	Range by July 31st 

	8
	Equity Injection
	Equity subscription agreement required to lay out the terms of the Province’s equity injection into OPG
	OPG has provided draft agreement to Province for comment
	Province to provide comments to OPG
	Province / OPG
	August 15th  



2. Accounting Consolidation Issues:
Create risk that Trust’s assets will not be consolidated to the Province’s books.
	Outstanding Issue
	Description
	Status
	Next Steps
	Responsibility
	Timing

	9

	OPG Fees
	· OPG will collect fees for acting as Financial Services Manager for the Trust
· Fundamental accounting requirement that fees are on a commercial basis and demonstrate independence 
	· OPG has proposed a commercial benchmarking approach to setting fees
· OEB involvement to focus on appropriate application of benchmarking
	Province to respond to OPG’s proposal
	OPG & Province
	July 31

	
	
	· 
	
	Regulation to be drafted
	OPG & Province
	Mid-August

	10
	Subordinated Debt Pricing
	· A process must be developed for setting the rates on the subordinated (more risky) debt that OPG lends to the Trust
· The pricing must be commercially reasonable otherwise it will create accounting consolidation issues
	Term Sheet provided to OFA based on existing protocol between OFA and OPG 
	Province to respond to OPG proposal
	Province / OPG
	July 31



