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Minutes of a meeting of the Special Committee of the Board of Directors of Ontario Power Generation, held by teleconference call on September 29, 2017, at 9:00 a.m.
	
Present
George Lewis	Committee Chair
Bill Coley		Member
Lisa DeMarco	Member
Bernard Lord		Member
Peggy Mulligan	Member 
Yezdi Pavri	Member

being a quorum of the Directors of the Committee, and

Jeffrey Lyash 	President and Chief Executive Officer
Catriona King	Vice President, Corporate Secretary


The following individuals were in attendance:

	Ken Hartwick		Chief Financial Officer and SVP - Finance
	Carlo Crozzoli		SVP Corporate Business Development & Strategy
	Chris Ginther		Chief Administrative Officer
	Jennifer Rowe		SVP Corporate Affairs
	John Lee		Vice President, Treasurer
	John Mauti		Vice President, Chief Controller and Accounting Officer
	Les Wong		Senior Counsel, OPG Law Division
	Lubna Ladak		VP, Treasury FHP
	Bill Orr			Fasken Martineau
	Aaron Atkinson	Fasken Martineau
Carlton Mathias	Assistant Corporate Secretary
	Evelyn Wong		Assistant Board Secretary
	
1. Constitution of Meeting/Approval of Agenda

Notice of the meeting having been given to all the members of the Special Committee and a quorum of the members being present, the Committee Chair declared the meeting regularly constituted for the transaction of business on September 29, 2017 at 9:00 am. 

a) Approval of Agenda

Upon a motion duly made, seconded and unanimously agreed to, it was RESOLVED THAT:

· The agenda for the September 29, 2017 meeting of the Special Committee was approved.

b) Declaration of Conflicts of Interest

The Committee Chair asked if there were any real, potential, or perceived conflicts of interest to disclose and none were declared.

2.	Minutes of Meeting/Actions Arising from the Minutes

Upon a motion duly made, seconded and unanimously agreed to, it was RESOLVED THAT:

· The minutes of the September 22, 2017 meeting of the Special Committee were approved.

There were no outstanding actions.

3. Update from Ministry Rate Mitigation Working Group Meeting

Prior to giving the update on this agenda item, Mr. Hartwick, Mr. Lyash, and Mr. Lee gave the Committee a verbal summary on OPG’s success on the recent bond issue under the Board-approved Public Debt Program for OPG. The Committee offered their congratulations on the success of the issuance.

Mr. Hartwick, Mr. Crozzoli and Mr. Lee gave a verbal update to the Committee on progress with respect to implementation of the Province’s Fair Hydro Plan and noted the following in particular:
· The form of the Share Subscription Agreement with the Shareholder has been finalized
· OPG received the Minister’s letter on the Fair Allocaton Amount/Curve, which was included in the meeting’s boardbook. Mr. Crozzoli confirmed that the letter met OPG’s expectations. Mr. Crozzoli. Mr. Crozzoli explained various aspects of the Fair Allocation Amount readjustment amounts in the table at Schedule A to the letter
· The readjustment amount calculations in the Minister’s letter are consistent with the Fair Hydro Plan legislation
· The Provincial Support Agreement Guarantee has been approved by Treasury Board and a term sheet has been developed that satisfies OPG and is consistent with OPG’s expectations. The term sheet will be the basis for drafting the complete Guarantee agreement
· OPG is still in discussions with the Ministry respecting the content of the OEB regulations related to their degree of oversight of the FHP and OPG’s role. OPG feels it is close to reaching agreement on this
· OPG’s work with the rating agencies in respect of OPG obtaining subscriptions for theof the FHP debt will begin next week. The Ministries of Energy and Finance have agreed that OPG should be able to work with the rating agencies for approximately one month been briefed on the ratings process and to get the necessary data points beforetheir requirement for 4 to 6 weeks to complete their assessment before the  OPG  Fair Hydro Trust (FHT)  goes to the debt market on this program
· OPG is targeting that the Fair Hydro TrustFHT access the debt markets beginning in early December this year, and continuing into.  The next opportunity would be in January after the Holiday break, if necessary
· Terms respecting the IESO’s letter of credit in respect of local distribution companies have been agreed to and the related mechanics will be finalized within about the next 2 monthsby mid November. This item is not related to one of the Board’s conditions for OPG’s participation in the FHP as it is a credit enhancement for the structure and as such should not be a hold up to the Committee’s recommendation to the Board on submitting the Financing Plan to the Minister
· The IESO is currently accountable holding for approximately $600 million of the FHP deferred asset, which accrues at the rate of approximately $200 million per month
· It is expected that the Ontario Auditor General will issue a report on the Fair Hydro Plan legislation in the week of October 16, 2017. OPG has read an early draft of the AG Report and noted two recommendations: (1) that the Province should consolidate the Fair Hydro Trust’s debt to the Province’s financial statements; and (2) the Province should use the lowest cost of financing
· The AG references a cost of incremental financing above the Province borrowing rate to beof approximately $4 billion. OPG agrees that this figure is in the range of OPG’s calculationsagrees that the cost of FHT financing will be higher than the Province borrowing rate/
· In respect of OPG, the draft AG report reviewed is factual in nature and does not have negative references to OPG. The report refers to the trust as the “OPG Trust” and OPG has been working and is continuing tohas communicated to the Province that work to change the name to the reference should be Fair Hydro Trust. The draft report does not comments on OPG’s accounting requirements in order for the subject debt to be consolidated to OPG’s financial statements
· Ernst & Young is being kept up to date on these and other related developments. Ernst & Young has also been asked about any potential conflict between its work in auditing the financial statements of OPG Inc. and its advice and audit services for the Fair Hydro Trust. Ernst & Young has confirmed there is no conflict and it is in fact poroper that Ernst & Young be the auditors for both given the consolidation requirement. OPG agrees with this.
The Committee asked a number of questions to which Mr. Hartwick, Mr. Crozzoli and Mr. Lee responded and arising out of which, the following action was taken:
· A memo will be provided to the Committee to explain the calculatons of the readjustment amounts as set out in Schedule A to the Minister’s letter. This will also be provided to the Board when the Committee’s final recommendation is made for filing the Financing Plan. (*)
4. Termination

	The meeting terminated at 9:38 a.m.






Special Committee Chair				                     Vice President, Corporate Secretary
_______________________________________________________________________________
Asterisk (*) denotes action to be taken
The information contained in this document contains sensitive information which could raise concerns related to privacy matters,  employee matters and /or security and may further impact on the financial or commercial interests of OPG, the Ontario Government or other third parties. In some instances solicitor-client privileged information is also contained herein. This information must be treated in the strictest confidence and must not be reproduced in any fashion without the express prior written consent of OPG. In keeping with OPG’s corporate standard for the protection of confidential information, this document should not be removed, or left unattended or accessible to unauthorized persons.
