AGENDA

SPECIAL COMMITTEE

Friday, September 22, 2017
7:00 am. ~-7:30 a.m.
Conference Room #2, 19" Floor
700 University Avenue, Toronto

Conference Call number:

North America Toll Free: 1-888-402-9166
GTA: 416-933-8665

Conference 1D: 920377 1#

CONSTITUTION OF MEETING 700am
1. Constitution of Meeting George Lewis

a) Approval of Agenda
b) Declaration of Conflicts of Interest

2. Minutes of Meeting/Actions Arising from the Minutes — July 28, 2017 George Lewis
FOR INFORMATION ITEMS

3. Update from Ministry Rate Mitigation Working Group Meeting Ken Hartwick

Carlo Crozzoli

The purpose of this item is to provide a verbal update on progress with respect to John Lee

implementation of the Province’s Fair Hydro Plan, including: Les Wong

e the regulations

e the Fair Allocation Amount/Curve

e accounting treatment

e agreements to implement the GA refinancing.

4. Draft Special Committee Report to the Board George Lewis
Bill Orr

The purpose of this item is for the Committee to review its draft Report to the OPG
Board of Directors.

TERMINATION OF MEETING 7.30am

NEXT MEETING — Friday, September 29, 2017 9:.00am — 11.00 am via teleconference
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Hem No. 1

Constitution of Meeting

a) Approval of Agenda
b) Declaration of Conflicts of Interest
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Ontario Power Generation

SPECIAL COMMITTEE OF THE BOARD OPG Confidential Exclusive

Minutes of a meeting of the Special Committee of the Board of Directors of Ontario Power Generation,
held by teleconference call, on July 28, 2017, at 7.00 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

Catriona King Vice President, Corporate Secretary
Carlton Mathias Assistant Corporate Secretary
Regrets

Jeffrey Lyash President and Chief Executive Officer

The following individuals were in attendance:

Ken Hartwick Chief Financial Officer and SVP - Finance

Carlo Crozzoli SVP Corporate Business Development & Strategy
John Lee Vice President, Treasurer

Jennifer Rowe Senior Vice President, Corporate Affairs

John Mauti Vice President, Chief Controller and Accounting Officer
Les Wong Senior Counsel, OPG Law Division

Aaron Atkinson Fasken Martineau

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 Commitiee Chair declared the meeting regularly
constituted for the transaction of business on July 28, 2017 at 7:.00 am.
a) Approval of Agenda

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

¢ The agenda for the July 28, 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:

e The minutes of the June 26, 2017 meeting of the Special Committee were approved.

There were no outstanding actions.

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 privifeged information is also cost irad herein. This information must be treated in the strictest confidence and
must not be reproduced in any fashion without the express prior writténi 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.
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Special Committee of the Board -2- July 28, 2017

3. Update from Ministry Rate Mitigation Working Group Meeting

Mr. Hartwick gave a verbal update on the meetings of this Working Group. He noted that
generally speaking, things were moving well but slowly. A large part of the reason for this is
that the government needs to achieve alignment and internal consistency with respect to those
parts of the anticipated Long Term Energy Plan and the Fair Hydro Plan that intersect. Mr.
Hartwick also indicated that in respect of the items of importance to OPG, OPG has been
consistent in its positions as to OPG’s requirements for participation in the Fair Hydro Plan as
informed by the desired accounting treatment.

Mr. Hartwick indicated that the initial plan for OPG’s participation anticipated that OPG would
begin purchasing the IESO debt by September 30, 2017. However, OPG has advised the
government that OPG will be able to begin the purchases when OPG’s conditions are satisfied.
If that occurs after September, OPG anticipates that deferred asset that the IESO has and
continues to warehouse will be supported by a line of credit extended by the Ontario Electricity
Finance Corporation. Mr. Hartwick indicated that if the deferred asset continues to be on the
IESO balance sheet after September 30, 2017 (the end of the quarter), the Auditor General
may further question the IESO’s accounting treatment of the deferred asset.

Updates were also given on the following five topic areas:

e The regulations
» Mr. Wong advised that the majority of the regulations were issued by the end of
June 2017. OPG’s financial advisors had reviewed the regulations prior to them
being issued and did not have concerns from a financing perspective
» With respect to regulations that deal with various commercial aspects of the Fair
Hydro Plan, including the management fees to be paid to OPG, and the role of
the OEB, discussions were still on-going among the Province, the IESO and
OPG. OPG has maintained a consistent position on these issues. Mr. Hartwick
advised that finalizaton of the role of the OEB will be included in reports back {o
the Committee.
e The Fair Allocation Amount / Curve
» Mr. Crozzoli reported that OPG met with Navigant Consulting and the Ministry of
Energy the previous week. No written documentation was provided to OPG,
only a verbal high level view as to the methodology to be used in establishing
the Curve. OPG expects that in about mid-August, the government will issue a
letter that sets out what the Curve is, with underlying data and assumptions.

The Committee asked why the government was not making full disclosure to
OPG. Mr. Hartwick responded that it’s likely because some of the disclosure
would relate to the government’s confidential information in developing the
LTEP. In response to a question as to whether OPG has seen the draft
Navigant report, Mr. Hartwick said OPG has not because the document is a
government privileged document

e Credit Rating Agency Feedback

» Mr. Lee reported that OPG had met with all four major credit rating agencies. He
indicated that DBRS seemed to have the best understanding on the Fair Hydro
program and on OPG’s role and what is proposed. DBRS will need to develop a
rating methodology that is specific to OPG’s intended activity, which it will likely
implement by the end of August pending further input on structural elements of
the Fair Hydro Program. Moodys is likely the next best agency for rating this
transaction as it will be rated out of their Toronto office which understand the
Canadian market. 4/12
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Special Committee of the Board -3 - July 28, 2017

» The 2 other rating agencies (S&P, and Fitch) would conduct the rating analysis
out of their US offices using United States financing precedents which would
make it more challenging having regard to matters such as property rights, the
financing size and the political risk associated with the Province’s guarantee

» Mr. Lee indicated that all of the rating agencies would likely require more than
six weeks to complete their ratings assessments

e Accounting Treatment

» Mr. Hartwick indicated that there were no changes with respect to OPG’s
requirements in order for the Province to obtain the desired accounting
treatment for the debt

e Agreements to implement the GA financing

» Mr. Hartwick indicated as much work as possible continues on the agreements.
However, they cannot be finalized until OPG’s conditions are satisfied and the
Minister issue the expected letter on the Fair Allocation Curve

Mr. Lewis stated that based on the update received, the Committee will not be in a position to
make any recommendations to the Board at the next scheduled Board meeting on August 11,
2017. In that case, the meeting of the Committee contemplated for August 4" is not necessary
and it will be necessary for the Committee to seek Board approval to have its term and mandate
extended, with which the rest of the Committee agreed.

4. Termination

The meeting terminated at 7.40 a.m.

Special Committee Chair Vice President, Corporate Secretary

Asterisk (*) denotes action to be taken
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Agenda item No. 3

Update from Ministry Rate Mitigation Working Group
Meeting

Verbal Report
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