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Q: Why is OPG doing this?

1. The Ontario government asked us to play a role in reducing bills for residential, farm, small businesses customers by refinancing a portion of the Global Adjustment costs over a longer time period. We were asked to do this because of our expertise in the Ontario energy market system, our regulatory experience and our experience with managing large monetary funds and raising debt in capital markets. 
1. As Ontario’s low cost generator we see our role in the Fair Hydro Plan as another way we can play a part in helping customers manage energy costs.

Q: What is OPG’s role in this initiative?

· Under the legislation, OPG is appointed the Financial Services Manager for the Fair Hydro Plan.  OPG, utilizing its industry expertise and financial resources, is creating a ring-fenced Trust that would operate outside OPG’s regular operations. The Trust will refinance a portion of the Global Adjustment payments and spread recovery of these costs over a longer period of time, lowering customer bills in the intervening period.   
1. OPG has worked collaboratively with the Ministry of Energy, Ministry of Finance, Ontario Energy Board and Independent Electricity System Operator to develop this framework.
1. We were asked to do this because of our expertise in the Ontario energy market system, our regulatory experience, our experience in capital markets and our experience with managing large monetary funds.
Q: Thanks, but how exactly does this work?
1. The Trust will be dedicated to finance the deferral of the Global Adjustment
1. Under this plan the OEB will set customer prices that reflect the Fair Hydro Plan commitment to lower customer bills.
1. The IESO will continue to operate the electricity system, collect revenues from ratepayers via the LDC’s, and pay generation and conservation programs at their contracted or regulated prices.  The Trust entity would fund the IESO monthly for the deferred costs to make up the difference between the revenues collected from customers and the payments for generation and conservation.  
1. The Trust will borrow from capital markets and from OPG to finance the deferral. The OEB will set future RPP prices to recover those costs, plus interest and fees 
Q: How much money will the Trust have to borrow to finance lower bills for customers?

1. The framework for the Plan is established through a legislation and the accompanying regulations.  
1. The objective is to defer a portion of the money that’s being collected for the Global Adjustment.  This deferral will be refinanced through the Trust being established by OPG.  The Trust will be funded by a combination of capital markets (51%), provincial equity injection in OPG (44%) and OPG borrowing (5%).
1. A number of factors including electricity demand, market prices and other components of the bill will determine how much will need to be borrowed in the future. The IESO will inform OPG how much the Trust needs to borrow on a monthly basis in order to implement this deferral. 
1. All financial aspects of the Trust will be reported transparently each quarter in OPG’s financial results. 
Will this impact OPG’s existing operations or its credit rating?  

1. This Trust will be structured to ensure it does not impact OPG’s existing operations 
1. Similar to other large companies there will be a separate stand alone borrowing program distinct from OPG that will access the markets on a cost efficient basis. 
1. We have kept credit rating agencies informed of the structure and we anticipate this will have a neutral impact on our credit rating 
Q: Will OPG make money on this?

1. OPG will be providing some funding in support of the program.  It is anticipated that the majority of the funding will be provided in the public debt markets.   OPG returns will be commercial and consistent with the rest of the program funding structure. OPG will also receive fees for managing the entity. 
1. The financial aspects of this will be reported transparently each quarter in our financial results.
1. Remember that OPG is owned by the province and the people of Ontario. Any profits we make are positively reflected in the Government’s financial position. 


Q:  Is this the right thing to do? Aren’t you just kicking the problem down the road?

1. This is a policy question which should be addressed to the government. If pushed:
1. That said, we do hear from our customers that they are facing difficulties paying for their power, so we understand the importance of helping them manage their bills so we understand what people are experiencing. 
1. As Ontario’s lowest cost generator we see our role in the Fair Hydro Plan as another way we can play a part in helping customers manage energy costs.

Q:  To make this happen, OPG is borrowing billions of dollars to set up a financial fund that will be used to pay the difference between the actual cost of electricity and the cost a customer will pay.  Won’t electricity customers be paying a big increase after the plan ends?

1. This is a policy question which should be addressed to the government: [If pressed:
1. I will defer to the Minister, but it’s no secret energy bills are of concern so this provides immediate benefits for consumers and our job is to make sure we manage this entity effectively and efficiently.

Why didn’t the Government do this on their own?

1. This is a policy question which should be addressed to the government: If pressed
1. OPG is owned by the province and by the people of Ontario.
1. We were asked to do this because of our expertise in the Ontario energy market system, our regulatory experience and our experience with managing large funds

1. As Ontario’s low cost generator we see our role in the Fair Hydro Plan as another way we can play a part in helping customers manage energy costs.


1. All financial aspects will be transparently reported in OPG’s quarterly financial disclosures.

Q: When will the initial public offering take place?

· OPG issued a $2 billion prospectus on September 12th and issued $500 million in notes under this prospectus on October 4th. The funds will be used for a combination of general corporate purposes and to fund its portion of the subordinated debt investment under the Fair Hydro Plan.

Q: How will this new debt show up in the province’s books? How will this affect the province’s “net debt”?

· OPG will control the Trust and as a result, it will be consolidated in OPG’s financial statements. 
· (On questions regarding the province’s net debt – refer to the Province).
Q: Will OPG need to employ new employees to manage this fund?

· We think we will need perhaps five or six people to manage this.
Q: What due diligence did you follow to make sure this would work?

· Our goal was to ensure we provided the rate relief called for in this plan, while ensuring we kept the Trust separate from OPG’s operating business. This required a balance of accounting, legal and financing considerations. 
· So we sought advice from outside legal financial and accounting advisors to help us develop our plan.
Q: What interest rates will be charged annually and what’s the cumulative amount of money accrued over the life of the plan?

· The actual cost  will ultimately depend on what happens with long term interest rates and how much borrowing the Trust ultimately is required to do.
· We expect to be able to access capital at a reasonable cost. OPG’s 10 year notes issued October 4, had an effective rate of 3.43 percent. 
· OPG will seek to minimize overall financing costs to the customer by targeting a lower average cost.  
Q:  How will this show up on our bills?

· Under the Act and accompanying regulations the OEB is mandated to implement the Plan’s changes to customer bills through the prices it sets under the Regulated Price Plan (RPP).  The RPP prices set on July 1 have fully implemented the initial reduction under the Plan.

Q: Has your Board approved this (unlikely to be asked)?

· OPG established a Special Committee to assess OPG’s potential participation in managing the Trust. 
· The Trust will operate within the framework established by legislation and regulations. 
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