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Ontario Power Generation
	
	
SPECIAL COMMITTEE OF THE BOARD
	



Minutes of a meeting of the Special Committee of the Board of Directors of Ontario Power Generation held by teleconference on Friday, March 17, 2017, at 7:00 a.m.

	Present
George Lewis	Committee Chair 
Bernard Lord	Member and OPG Board Chair
Bill Coley	Member
Lisa DeMarco	Member
Peggy Mulligan	Member
Yezdi Pavri	Member

being a quorum of the Directors of the Committee, and

Jeff Lyash		President and CEO
Ken Hartwick		Chief Financial Officer and SVP - Finance
Chris Ginther		Chief Administrative Officer
Carlo Crozzoli		SVP Corporate Business Development & Strategy
John Lee			Vice President, Treasurer
Carlton Mathias		Assistant Corporate Secretary
Les Wong		Senior Counsel, OPG Law Division



1. Constitution of Meeting

Notice of the meeting having been given to all of the Directors of the Committee and a quorum of the members being present, the Committee Chair declared the meeting regularly constituted for the transaction of business at 7:00 a.m. on March 17, 2017.

· Agenda:  the agenda for March 17, 2017 was approved.

· Declaration of Conflicts of Interest:  the Committee Chair requested any declarations of conflict of interest and there were none.

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 and actions arising from the minutes of the March 10, 2017 Special Committee were approved with the following additional actions:
· That management forecast and assess the likelihood of the IESO renewing its existing supply contracts beyond their typical 20-year terms (*)
· In OPG’s sensitivity analyses informing the Financing Structure, management to examine different electricity demand scenarios and their implications (*)
· In relation to the proposed Financing Structure, management is to ensure that OPG’s subordinated debentures issued to the SPV are adequately protected (*)

  
3. Global Adjustment Debt Accumulation and Rating Requirements to Support Financing

Mr. Crozzoli spoke to the material provided relating to the Debt Accumulation and Residential Bill Forecast. Questions and discussions ensued including on the topics of the interval of interest compounding in the assumed interest rate of the Ministry’s proposal illustrated on slide 5 of the slide deck, and embedded assumptions, such as inflation rates, in the debt cash flow forecasts. Mr. Lee advised that the assumed rate in the Ministry’s proposal is 5% compounded semi-annully, not monthly, as indicated on slided 5.

Arising out of the discussion, the Committee asked for the following information:
· In respect of the residential bill forecast on slide 5, that a sensitity analysis be done on carbon pricing, electricity demand and potential impacts of IESO contracts being renewed/not renewed (*)
· When management prepares the Business Case for OPG, that in respect of the graph on slide 2 relating to the electricity prices in Ontario, that management overlay OPG’s costs per kilowatt hour through the same period (*)
 
Mr. Lee spoke to the material provided in relation to the rating requirements to support financing. In respect of Moody’s assessment of the legislation as described on page 1, Mr. Lee noted that item (1) is important for OPG to track; that item (2) relates to the OEB’s involvement, which OPG strongly prefers to limit and that the other numbered items are ones that OPG will work through but aren’t notable for the Committees attention. Mr. Lee also advised that with respect to the point noted that Canadian law does not permit legislation to include a government pledge not to impair a utility’s right to collect the charges, lenders counsel, the Toronto law firm, Oslers LLP, would need to signoff on suitable alternatives, including a limited guarantee or mechanism to “put” the liabilities of the SPV to the Province in the case of impairment of the ability of the SPV to realize the value of its assets becaue of any acton of the Provinvce (see K. Hartwick update on item 5 below).

Questions from the Committee and discussion ensued including on the US models and the guidance they offer to the Ontario circumstance.


4. Special Committee Governance Obligations

Mr. Ginther spoke to the materials provided noting that the process that the Board and Special Committee is engaging in satisfies the Board’s fiduciary duties and duties of oversight. There may be a point in time that the legal assessment, advice and/or recommendations on actions to be taken in the best interests of the company provided by OPG management may differ with actions intended by the Board, also in the best interests of the company, and the Board may need independent legal advice. In this respect, Mr. Ginther has arranged for Mr. Bill Orr of the Fasken Marteneau law firm to be on stand-by to independently advise the Board. Mr. Orr was selected in preference to other high quality candidates  on governance matters because of his added superior expertise in complex financial transactions

Questions from the Committee and discussion ensued. Arising from this,
· The minutes of the meetings of the Special Committee, once approved, will be made available for the Board at large to review in the secure board portal (*)
· Mr. Ginther will review the materials provided  to the Special Committee in order to prepare an appropriate summary of the notable points for provision to the entire Board. Mr.Ginther will send a draft of the summary to Mr. Lewis for his review before finalizing the document for broader circulation (*)


5. Report from Ministry Working Group Meeting of March 15, 2017

Mr. Hartwick gave an oral report on the working group meeting, noting that there was a focus on
· The financing aspects and in particular how the Province will support the financing structure
· The mechanics in respect of how the IESO is calculating the GA amount to be deferred and how the amount gets into the SPV to settle
· The role of the OEB in the Province’s refinancing plan: finding the appropriate level of OEB assurance and participation while avoiding hindsight review
	
Questions from the Committee and discussion ensued. In the course of this discussion, Mr. Hartwick advised that one of the elements that OPG is insisting be a part of the legislation is a provision that if the Province takes any action either directly or indirectly, through any entity, that has the effect of impairing the ability of the SPV to collect on its debt, this will be an automatic trigger for the liability of the SPV to flow to the Province. Mr. Hartwick confirmed that this is an element of the proposed legislation that the rating agencies are also focusing on. Arising out of the discussion, the Committee requested the following information,
· That for the March 31st meeting of the Committee, management advise on the aspects of the proposed legislation that management objects to and is resisting and the aspects of the legislation which management is content with (*)


6. Next Steps/Next Meeting

The Committee will meet Friday, March 24th, 2017 at 7 a.m.

Mr. Lewis requestes that the agendas for future meetings of the Committee set the update from the Ministry working group meetings as the first information item. (*)

The Communications Strategy and Issues item on the forward agenda for March 24th should be deferred to a future meeting. (*)

The meeting terminated at 8:00 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.




