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Definitions 

ONTARIO REGULATION 

made under the 

ONTARIO FAIR HYDRO PLAN ACT, 2017 

FEES 

1. (l) In this Regulation, 

"average monthly funding obligation" means, in respect of a month, the amount detem1ined in 
accordance with subsection (2); 

"average annual funding obligation" means, in respect of a year, the sum of the average monthly 
funding obligations for the year; 

"market comparable fees" means fees, expressed as a yearlv percentage rate, charged by asset 
managers lor management and financial service providers] in Canada or another jurisdiction 

~pecified by !!I~~21:l~<:lf()L§~~i9~sjgi!ti!l:~~~!~l"i!ll:fJ()jg~s~l"\'i~~§Ql"()_':'i<:l~<:l~YJl~~Ji~i:l!l9i(ll -<-----' ~;,~~~:t ~~~:,~T~:~r OEB Is "specified 

Services Manager under the Act in tenus of, "'-, >======================< 
' Comment [002]: NTD fm ESPfuloF: Should 

[NTD for leg counsel: I am trving to get more cla1·ity around "management and tho>cbea"tomporal"oonnectiontoo? E.g.", 

financial service providers". I am not sure whether the intent is to say "management scrucostlrntaJosimilorto,andprovidcdatatilne 
that is oimilar to the time the scrucos .... provided 

service providers or financial service providers". If the intent is to refer to a ..._b-"-y'-, tl.._,e.._F.._sM'-'-... _". ________ __J 

"management and financial sen•ice provider", I will try to ascertain whether this is a 
well-understood industry "term of art" (since based on a brief search it did not appea1· 
to be).] 

(a) the type of services provided, being services in respect of funds including 
securitization vehicles, pension funds, other stmc;tl!r~ciinvestment funds, hedge funds 
and other similar structured funds, 

(b) the scope of the services provided, 

(c) the level of the services provided, and 

(d) the dollar amount of assets under management; 
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"funding tranche" means a:g specific issuance of debt by a financing entity and constitutes all or 
pmt of a funding obligatio n~ __ Q_f__<! _ _Il0_I:t!C21J1<l_L~-~-Jj~§_, __ f_l_(l_~-~--Q_I:__1yp_~___t_b<!Lh::!Y~Jh~--~-(l_l!!~J~!-l!!~_; 

"FSM services" means services provided by the Financial Services Manager to financing entities 
i:gr~l<!tiQI1JQJh~J11'!!!::!gei1W!!L::!!lcl::!clii1illistratiQI1Qfthe_fi!l0ll(;i!lg~!ltities<!!lclJh~ii1yesti1W!!t 
;;t~?.~t, __ i_ns:h!cl}!l_g __ !!lJ:~1::!t!QDJQ_f1mcl!!l_g__Q_hJ!g_<lli_Qil~jgg_w:r~ci __ mth::!L::!r~ __ p_l_::!Ill!~clJs> __ h~ __ !llgJm~ci 
by the financing enlilies; 

~·-m~Ils~LfQ_I]}E::![~_b_!~__[QJ~f~-~t!llt~_r~?.U~t~-~,~--m~_::!Il_~,ji] __ I~_I_(lJi_Q!UQ ___ (l __ pQJ~!lli_(JJ __ f!Jilcli!~_gJr~_nghQ 
described in the submissions mentioned in subseclion 6 (3) or 6 ( 4 ), interest rates charged ~y __ / Comment [DS3J: NTD for oPGIMdF shat!ld 

__- thls contemplate "posted" rates rather than rates 
lenders in Canada [at the time the submissions are made] for a debt obligation that "charged by"? 

~~--~------------------~ 

(~Lh::!s~prigcip~}~IIlQll!ltJil(ltjsgQI]1IJ::!r~b_l~JQJileJJii11fip::!LaJ11Qilt!LQ[tfl~flJI1cliDg 
tranche. 

(b) has a term that is comparable to the tenn of the funding tranche [in terms of length 
and commencement]. 

______________ (g)__ _____ !~---!2~-~~ci __ Qil_~Jy_p~ __ g_Uil_~!mm~_DUh(tU_~ _ _q)_mnJ!J~hJ~JQJh~Jyp_~ __ s>.Uil~!mm~_!lts>ftb~ 
funding tranche, 

(e) is issued bv an issuer with a risk profile comparable to the risk profile of the financing 
enticy issuing the funding tranche; 

"net annual funding obligation" means, in respect of a year, the sum of the principal amounts of 
funding tranches issued in the year, other than any funding tranches that constitute a 
refinancing; 

(2) For the purposes of detem1ining the average monthly funding obligation for a month, the 
following fonnula applies: 

(A+ B) I 2 

Where, 

A = the sum of the balances on the first day of the month of the principal amount of all 
outstanding funding obligations incurred by financing entities, 

B = the sum of the balances on the last day of the month of the principal amount of all 
outstanding funding obligations incurred by financing entities. 
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Forecast interest rate 
1.1 For the purposes of this Ref,'Ulation, the Financial Services Manager shall determine the 

forecast interest rate for a funding tranche that forms part of the net annual funding obligation 
for a year, by taking into account the following factors: 

1. The interest rate for debt of or guaranteed by the Government of Ontario with a tenn 
or duration that is comparable to the term or duration of the funding tranche. 

[NTD for leg counsel: \Ve are confirming whether we need to refe1· to both "term" 
and "duration" he1·e and in 2 ii below (and if ves, how these tenns mean different 
things).] 

2. The estimated credit spread, relative to the interest rate described in paragraph l, for a 
debt obligation that, 

i. has a principal amount that is comparable to the principal amount of the 
funding tranche, 

ii. has a tenn that is comparable to the tern1 of the funding tranche [in terms of 
~ength artd commertcemertt~, 

iii. is based on a type of instrument that is comparable to the type of instrument 
of the funding tranche, ana 

iv. has payment rights that are similar to the payment rights of the funding 
tranche, and 

_____ _,_v,_. _.is issued by an issuer with a risk profile comparable to the risk profile of the 
financing entity issuing the funding tranche. 

L--- rc_o_m_m_e_n_t [,-OS-4]::-:-N-TD-fm--0-P-G-/M-o-F:-E-ve-n-if......., 

tlw oom1 is the same length. would tlw 
cormnencement date ofthetermnot also be 
rel•van11 

3. Anticipated fees and commissions ~x:pectedtob~pay(lbleinc;orln~ctiorl y>itll tl1e ___--- Comment [DSSJ: NTD for orG Energy Policy 
---- ---- ,,; i~ askint:r whether the fee:.; and corumis~ions are 

issuance of the funding tranche. t~levan;to the determination of the fo;eca.'t intere't 

Fees that may be established, charged 
2. (1) For the purposes of subsection 19 (3) of the Act, the fees established and charged by 

the Financial Services Manager may be charged to financing entities in relation to the 
managem€-l-lt--and--administmtion--ef-fiHanGing-entiti€-s--and--the--i-nvestment-as-set,--irwJud-i-ng--in 
relation to funding obligalions inGurred or that are plamltld to be incurred by for FSM services 
provided to the financing entities. 

(2) A fee mentioned in subsection (1) shall be comprised of a base fee calculated under 
section [3] and a variable fee calculated under section [6]. 
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(3) For the purposes of subsection 19 (3) of the Act, fees may be established and charged by 
the Financial Services Manager to financing entities for the recovery of costs and expenditureSb ------ Cammtnt [D$6]: NTD for OPGIOEB The 

-------- policy ursiruchon is to provide that cost' and 
aS provided for in SeCtion [7]. ""JlOJJditines oro >eooveraN<J $0 long a.• they rolal<J to 

tire matto;;s desorioodin s. 7.1(!), and tlrnt tho Board 

( 4) The Financial Services Manager shall not establish or charge any fees to financing 
entities other than those fees provided for under this Regulation. 

Base fee 
3. (l) Subject to section§. [5.1] and [5.2], the Financial Services Manager shall establish the 

m;g_p_Q~_~g __ base fee for a month as follows: 

l. Determine the amount that is 0.075 per cent of the average monthly funding 
obligation for the preceding month. 

2. Divide the amount determined under paragraph 1 by 12. 

(2) The first month in respect of which the base fee may be established is July---N_Qy_~_ml;l_~[ 
2017. 
[OLC Note: Just need to confirm -- will there be an average monthly funding obligation for the 
month of June 2017? If not, it would not be possible to apply this method in respect of July 
2017.] INTD for leg counsel: The fil·st funding obligation mav not be incurred until 
around Novembe1· 2017. The base fee for a month would be zero if there was no average 
monthly funding obligation for the preceding month (i.e. if it was zem).] 

(3) The Financial Services Manager shall submit to the Board the base fee proposed to be 
charged in respect of the period from November 1, 2017 to December 31. 2018 no later than 
QgtQh~_L_Jj_,_)_QJ]_, 

( 4) The Financial Setvices Manager shall submit to the Board the base fee proposed to be 
~-b;;n:g~g__i_l]__l_"~_~p_~gt__Qf_:(ll]y __ y~;;n: __ ();[t~L2_QH_J!QJgt~IJJmg_J2_Q __ Q_?Y~--_h~fQI~_JI}~--~_tg[t __ QfJI}~_):_~_i!L!l1 
respect of which the base fee would be charged. 
(NTD for leg counsel: Let's move the submission provisions (other than the amendment 
submission provision) from section 9 to the respective sections that deal with the fee in 
question. As you will see in s. li and 7 below, the submission process will be different for 
each of the types offees (base, vadable, and costs/expenditures).( 

>eviow the costs and CXJ'Onditure' li"om that 
perspechvo. 

ln o>der to implemout llJis in•truction and give tho 
Board th• authority to we hav• to deem the 
aosts and expenditures to be 

_ __--- C:amment [007]: NTD for OPGIOEB: 
~--~ ~--~ __- ofthe OFHPA reqtrires the Bd<itd td epprme 

Board review of base fee 
5.1 (l) The Board shall refuse to approve the proposed base fee mentioned in subsection 5 

(})___ifJJ1~ __ ]J_Qarg __ !§. __ Q[!h~ _ _y!~w __ H!i!Ltb~ __ p_mi~~)-~~-g __ l2a_~~J~-~---wg~ __ _m)t~-~ta_h_H~-b~4__i_n__ggggJ4m;t_g_~ __ w_i_tb 
subsection 3 (l). 
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(2) lfthe Board refuses to approve the proposed base fee, 

(a) the Board shall provide reasons for Lhe refusal; and 

(1:>)_ Jhefi!l(l!lciaJSeryicesM:l!lag~I~llallsl1!JmitJQJllt::J:3Qard<tie_yi~~CiprgpQs~g[J:lse_f~~ 
tll:!Li_~--~~t1!ll_l_i_~h~gjg __ :lg_gQrd_:lf}g~ __ w!HL~!llJ.~~g!}g_gJ ___ Ll)_ 

[NTD for leg counsel: If the Board does not 1·efuse to approve a proposed base fee unde1· 
ss. (l) or (3), then we should explicitly say that the Board will approve the proposed base 
fee. Please tweak ss. 5.1 (1) and (3) accordingly.] 

__________ (})___The Board may refuse to approve a proposed base fee _ _m~J]Jj_QJ!~_gjg __ ~!ll2~~g!Jg_g_) _ __(±J if 
the Board is of the view that the proposed base fee islll(lt~IiaJLY inconsistent with market 
comparable fees. 
[OLC Note: Should this section only apply starting January 1, 2019?] 
[OLC Note: Are you sure that this is the only reason why the Board can refuse the proposed 
base fee?] 
INTD for leg counsel: In response to your notes, for the J)roposed base fee applicable in 
2019 and beyond, the onlv basis upon with the Board can withhold approval is 
inconsistencv with market comparable fees. For the proposed base fee applicable July 1 -
Dec31/l7 and Janl- Dec31/l8, the Board can only withhold approval if the base fee is 
inconsistent with the ~ormulai inS. 3(1),J - nn nn nn nn nn nn nn nn nn nn nn nn nn nn nn nn nn nn nn -- /..-- Comment [Diii8]: Explanatory nooo for OEB 

The reg-making powers in 19 ofthe OFHPA don't 

( -h-±4) If the Board refuses to approve the proposed base fee, 

(a) the Board shall provide reasons for the refusal and may make recommendations to the 
Financial Services Manager regarding the detennination of a base fee that is 
consistent with market comparable fees; and 

(b) the Financial Services Manager shall submit to the Board, 

(i) a revised proposed base fee that takes into consideration the recommendations 
of the Board, if any; and 

(ii) a description of the methodology that the Financial Services Manager has 
applied to detem1ine the revised proposed base fee, including details 
concerning the market comparable fees that the Financial Services Manager 
considered. 

(5) [NTD for leg counsel: Please add a provision that says that the process (i.e. the 
process outlined in ss. (l) and (2) above, or (3) and (4) above) will be 1·epeated until the 
Board appmves a proposed base fee for the year in c1uestion, unless you are of the view 
that that is already dearly implicit in those provisions.] 

appem·to provide th• sam• ability to impose on the 
Board (by rog.) the bas• tee as with the OESP reg­
malting powers in ss. 79.2(6) oftlw OEBA. 
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(6) [NTD for leg counsel: Please add a provision that savs that: 

• Until a new proposed base fee is approved, the FSM may continue to charge the 
most current Board-appmved base fee (if any). 

[PAGE ] 

• Once the new proposed base fee is approved by the Board, the FSM shall make a 
"•·etrospective" adjustment to the base fee (in the month following the month in 
which the appmval is given). The adjustment will be the diffe1·ence (positive or 
negative) between the base fee actually charged in the relevant period up to that 
point, and the new base fee approved by the Board for that period. In other words, 
the Boa1·d appmved fee would be "retmspectively" applied to the whole period. By 
"period" I mean either the initial period from Nov1/17- Dec31/18 or any calendar 
vear starting with 2019. Note that any amendment to fees (under s. 9.1) would only 
apply prospectively starting in the month following the month in ·which the 
amendments we1·e approved by the Boa1·d.] 

Variable fee 
6. (l) Subject to subsection (2) and section 6.1, the Financial Services Manager shall 

establish the variable fee for a year_i111©L~_QJ__7_ as follows: 

l. Apply the following formula in respect of each funding tranche that fonns part of the 
net annual funding obligation for the year: 

(A X (B -C)) X 0.05 

Where, 

A = the principal amount of the funding tranche, 

B = the forecast interest rate for the funding tranche, and 

C = the actual interest rate for the funding tranche. 

2. Calculate the sum of the amounts determined by applying the fonnula under 
paragraph 1. 

(2) If the circumstances set out in Column I of the following Table apply in a year, the 
variable fee payable for a year is subject to the rules set out opposite those circumstances in 
Column 2 of the Table: 

[tern Column 1 Column 2 
Circumstances Rules 

1. The average annual funding The variable fee payable for the year shall not be more than 1 per cent of the amount 
obligations are $10 billion or less. that is 5 per cent of the net annual funding obligation for the year. 



2. 
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The average annual funding 
obligations are greater than $10 
billion. 

The variable fee payable for the year shall not be less than -l per cent ofthe amount 
that is S per cent ofthe net annual funding obliaation. 
The variable fee payable for the year shall not be more than 2 per cent of the amount 
that is 5 per cent of the net annual funding obligation for the year. 

The variable fee payable for the year shall not be less than -2 per cent ofthe amount 
that is 5 per cent of the net annual funding obligation for the year. 

(3) The Financial Services Manager shall make submissions to the Board in respect of the 
[variable fee 11roposed to be charged in 2018, including tbel[forecast interest rates for the 

------------------------------------------ .. -------

funding tranches anticipated to be issued in 2018, no later than [October 31, 2017]. 

_________ H} _ __II}_© __ f!J!<![l_C:_i_:l] __ .)~_Iyi_c:_©_~ __ M_(JJ!<!g~~;.-~hi!._l_l ___ IJ!~©---§_t!l;>J!l:!~-~!g_l}_§JQ __ !h~--~g_<!r<i __ ill_J;.©_~p~g!__QfJb~ 
variable fee proposed to be charged in any vear after 2018. including the forecast interest rates 
for the funding tranches anticipated to be issued in the vear, no later than 120 days before the 
begimring of the vear. 

___ __- Comment [DS9]: NTD for OPGIOEB: fs this 
wording appropriate? 

(5) If the Financial Services Manager has ~10t submitted a forecast interest rate Onder ~ comment[DS10]:NTDfaroro The policy 
- instmctian ;, to not reqtrire the Board to apply linear 

subsection (3) or ( 4) for a funding tranche that will be issued in a year after 2017, the Board may interpolation t" comettpwitha farec<ii\tinterestmte, 

I~9.1!!I©Jh~ _ _Ei_I}~J!~!~LS_~!Y!~~~-Mmli!._g~IJQ __ ~_!!_h_mit~ __ PIQJ2Q_5~4__f~1_[~~~-(itjl}!~_g:~_Lmt~_JQ_[Jh©_ ~:~~~~~~nl~r:'f;;':~~'~"':i~!~t~:.~_re,oriptive far 
funding tranche [and mav specifv the time by which the submission must be made], or the 
Board may determine the funding tranche taking into consideration the forecast interest rates 
~J!_h_miH~4_hy_JI}~ _ _f!g(mgJ~LS_~!Y}g~_(' __ M~m~g_©_LJQrJh© __ y~~L!!lJQ~L~lJ-!2~~~t!~1_1}_D1_Q_L(11_ 

Board review of variable fee 
6.1 (l) The Board may refuse to approve a proposed variable fee if the Board is of the view 

that any forecast interest rate used for the purposes of subsection 6 ( l) is inconsistent with 
fmarket comparable forecast interest rates}. 
[OLC Note: We provide an explanation for how to determine "market comparable fees" bnt we 
say nothing about how to detennine "market comparable forecast interest rates". Please 
instruct.] 
[NTD for leg counsel: We have created a new defined tenn "market comparable forecast 
interest rates" to address this.] 
[OLC Note: Are you sure this is the only reason why the Board may refuse the proposed 
variable fee'?] [NTD for leg counsel: Yes.] 

(2) If the Board refuses to approve the proposed variable fee, 

(a) the Board shall provide reasons for the refusal and may make recommendations to the 
Financial Services Manager regarding each forecast interest rate that the Board found 
was inconsistent with fmarket comparable forecast interest rates}; and 

(b) the Financial Services Manager shall submit to the Board, 

(i) a revised proposed fee that takes into consideration the recommendations of 
the Board, if any, and 
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(ii) a description of the methodology that the Financial Services Manager has 
applied to detennine revised forecast interest rates for each funding tranche in 
respect of which the Board found an inconsistency with I: market comparable 
forecast interest ratesf. 

Fees for costs and expenditures 
7. (1) The Financial Services Manager may establish and charge fees for the recovery from 

a financing entity of any costs and expenditures incurred by the Financial Services Manager, 

(a) on behalf of the financing entity in connection with the Financial Services Manager's 
duties under the Act in relation to the financing entity; or 

(b) under a management agreement between the Financial Services Manager and the 
financing entity, where the agreement provides for the reimbursement of the costs and 
expenditures. 

(2) The costs and expenditures referred to in subsection (l) may include costs and 
expenditures in respect of the following: 

1. Underwriters or selling agents for funding obligations. 

2. Banking fees, including structuring fees or work fees. 

3. Fees of issuing and paying agents for funding obligations. 

4. Fees of trustees. 

5. Fees incurred in the preparation of financial statements, financial reports, compliance 
certificates and tax returns. 

6. Fees of legal counsel. 

7. Rating agency fees. 

8. Filing or registration fees. 

9. Direct costs of lhe Financial Services M<mager for employees who are dedicated to 
providing FSM services to financing entities. 

---------{~-)---Tl-le--€os-ts--and-e-:><penditm-es--r-eferred--to--in--s-ubse-etien-{-l-)--s-ltaH--not--iH€lude---any--ov-erhead 

costs of the Financial Services M<mager. including [ .... ]. 
[OLC Note: The phrase "overhead costs" seems a bit vague. Examples vmuld help.] 
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Board review of fees for costs, expenditures 
7.1 (l) The Board may refuse to approve a proposed fee for costs and expenditures or a 

portion of a proposed fee for costs and expenditures if the Board is of the view that the proposed 
fee is in respect of costs and expenditures that were not incurred in relation to the management 
and administration of financing entities and the investment asset, including in relation to funding 
obligations incurred or that are planned to be incurred by the financing entities. 

(2) If the Board refuses to approve the proposed fee or a portion of the proposed fee, the 
amount not approved shall not be payable to the Financial Services Manager and the associated 
~-Q~t~ ___ ill}Q __ ©_~P©D~loit!J_g:~---~hi!1Ll1Q_L_g_~__r~~-QY_©_ml;l1© __ _hy_JI}~ _ _figm}~!~LS.~IYig~-~--M~E~g~_Lf!:QmJI}~ 
financing enli Lv. 

(a) the Board shall provide reasons for the refusal and may make recommendations to the 
Fi-nanGi-al--S€Hv-i£-es--MaH-ager--r-eg-ar-di-ng--the--pr-epos-ed--fee~--and 

(b) the Financial Services Manager shall submit to the Board, 

(i) a revised proposed fee that takes into consideration tlltl recommendations of 
the Board, if any, and 

------------------------------------{i-i--)-------a--des-criptio-n--of-lro-w--tlre--pr-opo-sed--fee--i-s---i-n--res-pe-et--of-€-os-ts---and-e-:><pe-ndi-tm-es­
that 'Nero il1€urred in relation to the management and administmtion of 
financing entities and the investment asset. 

Charging of fees 
8. (l) Subject to sections [5.1], [6.1] and [7.1], in charging fees, the Financial Services 

Manager shall provide for, 

(a) the base fee for a month to be payable within [[x] ~1!Y~<lft~E!l~~~!lcl()~tl~~~I1{)11tl1; ______ / ~~:~':!er:::i~':~~~!NTD Need to specilywhen 

(b) the variable fee for a year to be payable in the following calendar year in twelve equal 
monthly instalments that coincide with the payment of the base fee for each month; 
and 

(c) the fee for costs and expenditures for a month to be payable within [[x] ~ays <tftert~e 
end of the month. 

(2) If the variable fee for a year is a negative amount, it shall be deducted in twelve equal 
monthly instalments from the base fee payable in the following year. 

(3) Where there is more than one financing entity, the portion of the fees allocated to and 
payable by a financing entity shall be based on its proportionate share of the ~verage principal 
amount of funding obligations[ f()rthe applic;(lblepeli()cl- _____________________________________________________________________________________________ .----

Cammtnt [D$12]; NTD: Nood to 
tlle foo for ooot• aud expenditures is 

Camment [0513]: NTD: Should this bebas•d 
on the average of the op•ning and closing balances 
for the applicable period (e.g. year)? 
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( 4) For the purposes of determining the average principal amount of funding obligations 
under subsection (3), the formula set out in subsection l (2) applies with necessary 
modifications. 
[OLC Note: Please confirm that this works.] 

Submissions to Boat·d 
9.1 (l) The Financial Services Manager shall make submissions to the Board in respect of 

fees proposed to be charged in 20 l 8 no later than October 31, 20 l 7. 

(2) The Financial Services Manager shall make submissions to the Board in respect of fees 
p-mposed--t-o--be-£-ha!'ged--in--re-spect--of--any--y-eaT--a-fteF-2-0-l-8--no--lateT-than--l-20--day-s--betere---tlte--s-tart 
of the year in respect of which the fees v1ould be charged. 

--------+~-1---The Financial Services Manager may, no more frequently than once in any consecutive 
twelve month period, make submissions to the Board to amend any base fee or variable fees 
approved by the Board, and the provisions of section [ 5 .l]. [ 6.1] or [7 .1], as applicable, apply in 
respect of the submissions. 

Board approval, general 
10. (l) For the purpose of detennining whether to approve a proposed fee, the Board shall 

consider the information provided by the Financial Service Manager in its submission relating to 
the proposed fee. 

(2) For the purpose of detem1ining whether to approve a proposed base fee or variable fee, 
the Board may consider, as it determines to be appropriate, the advice provided by third party 
consultants and experts. [NTD for leg counsel: We want to retain this provision, but the 
Board noted that thev alreadv have this ability without needing to specifically include it 
here. The Boat·d flagged the risk of an adverse interpretation in other contexts where the 
Board is not given explicit statutory authodty to considet· advice of third party consultants 
and experts. Can we word this ss. 10(2) in such a way that it is just "for greater clarity"?] 

Commencement 
11. This Regulation comes into force on the day it is filed. 

..---------{Formatted: section-e 


