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

	1
	Provincial 
Guarantee
	· A provincial guarantee of FHP debt is a key aspect of the program structure to support a strong credit rating
· The guarantee would kick in under specific circumstances including:
· Legal change impacts FHP
· FHP deemed unconstitutional 
	Agreement in principle for Province to backstop debt if there is a change in law or program deemed unconstitutional
	Substantially Complete 
	Mid-August

	
	
	· 
	Assessing alternatives to a backstop to address other issues including inability of the Trust to borrow and LDC bankruptcy
	Relevant stakeholders are assessing options
	Mid-August (required for credit rating)

	2
	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 and creates risk of a credit rating downgrade for OPG
	Options to resolve this issue are being assessed including potential regulatory change
	IESO and Provincial Controller to assess options

	July 31st 

	3
	PILs Exemption
	Broad PILs exemption for OPG relating to the Trust would address tax leakage to the federal government 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 if PILs exemptions not secured in timely manner
	Tax regulation to be completed once structure finalized
	Aug 31st 

	4
	Credit Rating Process
	OPG securing credit ratings to enable the Trust to access debt markets
	· Key issues for rating agencies include provincial backstop, moratorium and repayment profile (Fair Allocation curve)
· Rating agencies will require more time than normal to assess the FHP because it is new and complex 
	· Ratings agency to conduct full ratings assessment
· Fair Allocation curve required for ratings assessment
	· Start by July 31
· 8 week process
· Complete by Sept 30

	5
	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
	Fair Allocation curve is an important component of the LTEP.  
Release of Fair Allocation curve is delayed until LTEP is finalized
	OPG proposed a range approach to allow rating assessment to begin and allow time for Ministry to finalize curve
	Range by July 31st 

	6
	Equity Injection
	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
	August 15th  



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

	7
	Commercial Arrangements
	Fundamental accounting requirement that OPG participation is on a commercial basis and demonstrates independence, otherwise, creates accounting consolidation issues
	Fees: OPG will collect fees for managing the Trust
	· 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
	July 31

	
	
	· 
	· 
	
	Regulation to be drafted
	Mid-August

	
	
	
	Sub-Debt Pricing: Process required for setting rates on subordinated (more risky) debt that OPG lends to the Trust 
	Term Sheet provided to OFA based on existing protocol used to set rate for OPG’s current debt borrowed from the OFA
	Province to respond to OPG proposal
	July 31



3. Resolved Issues:
	Outstanding Issue
	Description
	Current Status
	Next Steps
	Timing

	9
	Indemnity
	The Province has provided an indemnity for OPG’s directors and officers for any losses arising from any claims related to the FHP
	Complete
	Complete
	N/A

	10
	Regulation -  "Asks" vs Final
	· Final regulations will allow Trust to borrow but did not address all gaps identified by the dealers in earlier drafts
· This could put negative pressure on credit rating and costs
	Substantially Complete
	Substantially Complete
	N/A



