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Q. In its role as Financial Services Manager (FSM) for the Fair Hydro Trust, how much did OPG spend on outside consultants and other third parties to help execute the first tranche of debt? Or did OPG already have the expertise within its organization to complete the transaction?

The Fair Hydro Plan Act, 2017 named Ontario Power Generation (OPG) as the Financial Services Manager (FSM), assigned to develop the financing plans and establish and manage the Fair Hydro Plan that manages the debt obligations associated with Global Adjustment (GA) refinancing.  

OPG has the necessary financing and commercial expertise to assist with refinancing the Global Adjustment (GA) and to ensure that it is done in an efficient and cost-effective manner.

OPG currently manages approximately $22 billion in segregated nuclear funds to manage nuclear liabilities, and has extensive experience with regulatory deferral and variance accounts. OPG also has a demonstrated track record in the financial markets with its Corporate Debt platform, private placement of insurance linked bonds, participation in securitization programs and highly successful project debt issuances tied to new hydroelectric developments. 

OPG has developed solid investor relationships and has a large investor base in the structured finance space for financing Ontario’s Fair Hydro Plan (OFHP) initiative. 

In fact, this first debt offering for the Fair Hydro Trust was priced at the lowest cost of financing in the Canadian energy sector.  

OPG is committed that the Fair Hydro Trust is managed in the most efficient and transparent way, and will publicly report on the Trust through its quarterly financial statements. OPG’s financial reports are also filed with the Ontario Securities Commission (OSC) and subject to OSC oversight.

OPG did incur costs for external advisors, in order to set up the program and issue the inaugural bond for the Fair Hydro Trust. These upfront investments were made to ensure that OPG was setting up the Trust in the most cost-effective and efficient way as possible. 

There are three specific areas that OPG supplemented its team with external resources. 

1. First, was legal advice to ensure there is clear alignment between the legislation and the Trust and its related requirements and obligations.

2. The second was financing advice directed at the capital markets, again to ensure alignment with the markets focused on achieving the most cost effective financing to ensure the best outcome for rate payers. 

3. The third was accounting advice directed at the set up and governance of the Trust and then to achieve the transparency in reporting that is critical.  OPG’s management determined that the financial results of the Fair Hydro Trust will be consolidated by OPG commencing in the fourth quarter of 2017.  OPG’s external auditors acknowledged their concurrence with OPG’s consolidation conclusion, as well as the proposed day-to-day accounting treatments under both US GAAP and IFRS accounting frameworks.

Ultimately, OPG wanted to ensure that the Fair Hydro Trust was structured to get the best possible credit rating, and therefore the lowest possible interest rate for consumers. 

And, in fact, we are pleased that Rating agencies have assigned provisional ratings of Aa2 (Moody’s) and AAA (DBRS) to the Fair Hydro Trust senior debt.

In addition, the first debt offering for the Fair Hydro Trust was priced at the lowest cost of financing in the Canadian energy sector. 

The costs incurred for external advisors (legal fees and consulting fees), as at September 2017, were $4 million. 

[bookmark: _GoBack]Going forward, we do not expect to incur the same level of fees from external advisors, as OPG issues additional bonds.

. 
As at September 2017, the amount for external consultants was $230,000. 
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