This confidential shelf offering memorandum constitutes an offering of these securities only in those jurisdictions and to those persons where and to whom they may be
lawfully offered for sale. This confidential shelf offering memorandum is not, and in no circumstances is to be construed as, a prospectus or advertisement or public
offering of these securities. No securities commission or similar authority in Canada or in any other jurisdiction has reviewed this material or in any way passed
upon the merits of the securities offered hereunder and any representation to the contrary is an offence. Persons who acquire securities pursuant to this confidential
shelf offering memorandum will not have the benefit of the review of this material by any securities commission or similar authority. The information contained in this
confidential shelf offering memorandum has been furnished or supplied by the Issuer based on the most accurate information available as at the date hereof and there
is no representation or warranty by the Agents as to the accuracy or completeness of such information. These securities have not been and will not be registered under
the United States Securities Act of 1933, as amended (the “U.S. Securities Act™) or any state securities laws and may not be offered or sold within the United States or
to, or for the account of, U.S. persons (within the meaning of Regulation S under the U.S. Securities Act) unless registered under the U.S. Securities Act and applicable
state securities laws or an exemption from such registration is available. See “Plan of Distribution™. This confidential shelf offering memorandum is confidential and
contains certain information not publicly disclosed. No one is authorized to make any representation or give any warranty on behalf of the Issuer other than those
representations and warranties made or referred to in this confidential shelf offering memorandum.

The information contained in this confidential shelf offering memorandum and delivered in connection with the private placement of the Senior Notes by the Issuer is
confidential, is for the confidential use of only those persons to whom it is delivered in connection with the offering solely for the purpose of considering the purchase
of the Senior Notes and its use for any other purpose is prohibited. By accepting this confidential shelf offering memorandum, each prospective purchaser agrees that
it will not transmit, reproduce or make available to anyone, other than their respective advisors (so long as they advise such advisors of the confidential nature of such
document), this confidential shelf offering memorandum (including any Term Sheets) or any information contained herein, and will not use such information (or permit
its advisors to use such information) for any purpose other than to evaluate an investment in the Senior Notes pursuant to an Offering.

CONFIDENTIAL SHELF OFFERING MEMORANDUM

New Issue By Way of Private Placement January 22, 2018

FAIR HYDRO TRUST

Senior Secured Notes

Fair Hydro Trust (the “Issuer”), a special purpose trust established under the laws of the Province of Ontario by
Computershare Trust Company of Canada, acting as trustee of the Issuer, and caused to be established by Ontario
Power Generation Inc. (“OPG”), as Financial Services Manager (as hereinafter defined), has created a program
providing for the offering and issuance of senior secured notes (the “Senior Notes”), in one or several offerings. The
Issuer was established in connection with the Ontario Fair Hydro Plan Act, 2017 (together with the regulations
promulgated thereunder, the “FHPA”). Under the FHPA, OPG is appointed as financial services manager (in such
capacity, the “Financial Services Manager”) and is given the authority to, among other things, establish, or cause to
be established, one or more financing entities (each, a “Financing Entity”) to incur payment obligations (referred to
as “Funding Obligations”) for the purposes prescribed under the FHPA. The Issuer is a Financing Entity under the
FHPA and the Senior Notes are Funding Obligations being offered for the purposes of the FHPA.

The Senior Notes do not constitute a debt, liability or other obligation of, or interest in, OPG or any of its other
affiliates (other than the Issuer). The Senior Notes are not a debt, liability or obligation of the Province of Ontario or
any of its political subdivisions, agencies or instrumentalities. The Senior Notes will not be insured or guaranteed by
the Province of Ontario, OPG or any of their respective affiliates or any other person or entity, except that the Province
of Ontario has agreed to provide a limited guarantee in respect of the Senior Notes following the occurrence of certain
events. See “Change of Law Protection Agreement™. The Senior Notes will be limited recourse obligations, secured
only by the collateral described in this confidential shelf offering memorandum. See ““Capital Markets Platform —
Acceleration and Remedies — Limited Recourse” and “Risk Factors”.

The specific terms of any offering of Senior Notes, including, without limitation, the aggregate principal amount of
Senior Notes being offered, the currency of the Senior Notes, the issue price (at par, at a discount or at a premium),
the issue, delivery and maturity dates, any redemption or repayment provisions, the rating of the Senior Notes at the
time of such offering, the interest (either fixed or floating and the circumstances, if any, under which the rate may be
adjusted), the interest rate basis and interest payment dates, will be established by the Issuer and set forth in a term
sheet (a “Term Sheet”) that will accompany, be incorporated by reference in and form an integral part of this
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Other Statutory Protections

The FHPA provides certain protection and assurances in respect of the obligations of Specified Consumers
to pay amounts in respect of the Clean Energy Adjustment. Generally, no action or omission by the OEB, the
Minister of Energy or the Crown, and no regulation under the FHPA, will be effective to reduce, impair, postpone or
terminate the obligations of Specified Consumers to pay amounts in respect of the Clean Energy Adjustment or to
impair or postpone the invoicing, collection or remittance of the Clean Energy Adjustment. If an Electricity Vendor,
the IESO or the Financial Services Manager, has failed, or will fail, to comply with the FHPA, the Issuer may apply
to an Ontario court to make an order directing such party to comply and requiring compensation to be provided to
the Issuer by such non-compliant party. Additional contractual protections are provided in the Change of Law
Protection Agreement described below.

CHANGE OF LAW PROTECTION AGREEMENT

The following brief summary of certain provisions of the Change of Law Protection Agreement does not
purport to be comprehensive or definitive. All references in this confidential shelf offering memorandum to the
Change of Law Protection Agreement are qualified in their entirety by reference to the Change of Law Protection
Agreement and the detailed provisions thereof. The Change of Law Protection Agreement may be reviewed at the
principal office of the tssuer—TrusteeManager in Toronto, Ontario during normal business hours while any Senior
Notes are outstanding.

Pursuant to the Change of Law Protection Agreement, upon a Protection Event and delivery by the
Indenture Trustee of a written payment demand, the Province of Ontario is required to make payments of amounts
that are due and payable in respect of all Approved Obligations when due and payable into the Protection Account.
The Issuer and Indenture Trustee must ensure that amounts deposited into the Protection Account are applied to pay
Specified Creditors to whom amounts are due and payable under an Approved Obligation in accordance with the
provisions of the Master Trust Indenture. See “Capital Markets Platform™. The Province of Ontario’s obligation to
make such payments under the Change of Law Protection Agreement upon a Protection Event and delivery by the
Indenture Trustee of a written payment demand is referred to as the “Limited Guarantee”.

The payment obligations of the Province of Ontario under the Limited Guarantee differ depending on
whether an Acceleration has occurred. If no Acceleration has occurred in respect of any Senior Notes on or before a
date on which the Province of Ontario is to perform the Limited Guarantee, the Change of Law Protection
Agreement provides that the Province of Ontario is to pay the amounts due and payable on such date in respect of
Approved Obligations. If an Acceleration has occurred in respect of any Senior Notes on or before a date on which
the Province of Ontario is to perform the Limited Guarantee, the Province of Ontario is to pay the amounts that
would be available to be paid on such date in respect of the Approved Obligation on an applicable payment date in
respect of the Approved Obligation under the applicable payment provisions of the Master Trust Indenture,
determined on the assumption that the amount available for allocation to Specified Creditors in accordance with such
applicable payment provisions of the Master Trust Indenture in respect of each relevant month during each
Reference Period is equal to the estimated Finance Amount determined in respect of such Reference Period, divided
by the number of months in such Reference Period. See “Capital Markets Platform — Acceleration and Remedies —
Limitation on Available Amounts on Acceleration” for a description of the amounts that would be available to be
paid under the Master Trust Indenture in such circumstances.

The Province of Ontario is not obligated to pay or indemnify the Indenture Trustee or any Specified
Creditor for consequential, special or punitive damages, or for economic loss or loss of profits (provided that
economic loss does not include payments of amounts that are due and payable in respect of the Senior Notes).

Under the Change of Law Protection Agreement, the right to deliver a written payment demand on
occurrence of a Protection Event to enforce the Limited Guarantee is the only remedy available to the
Indenture Trustee (and to Specified Creditors, to the extent they are permitted to exercise any rights,
interests or elections under and in accordance with the Master Trust Indenture). Specified Creditors are not
permitted to exercise any rights, interests, or elections under the Change of Law Protection Agreement, other
than in the manner and to the extent effected and exercised under, in accordance with and subject to the
limitations set forth in the Master Trust Indenture as at December 21, 2017.
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THE ISSUER

The Issuer is an unincorporated open-ended unit trust established under the laws of the Province of Ontario
pursuant to the Declaration of Trust. The Issuer Trustee is the sole trustee of the Issuer, which is a Financing Entity
established to incur Funding Obligations for the purpose of acquiring Investment Interests pursuant to the FHPA.
The principal business address and head office of the Issuer is in Ontario, in the care of the Issuer Trustee at the
following address: 100 University Avenue, 11th Floor, Toronto, Ontario M5J 2Y1.

The following brief summary of certain provisions of the Declaration of Trust does not purport to be
comprehensive or definitive. All references in this confidential shelf offering memorandum to the Declaration of
Trust are qualified in their entirety by reference to the Declaration of Trust and the detailed provisions thereof. The
Declaration of Trust may be reviewed at the principal office of the Issuer—TrusteeManager in Toronto, Ontario
during normal business hours while any Senior Notes are outstanding.

The Declaration of Trust establishes the Issuer to carry on activities for the exclusive benefit of its
unitholders, FHP2017 Inc., a wholly-owned subsidiary of OPG, and BNY Trust Company of Canada, the Indenture
Trustee under the Master Trust Indenture (collectively, the “Unitholders”). The beneficial interest and rights
generally of the Unitholders in the Issuer are limited to the right to participate in distributions when and as declared
by the Issuer Trustee and distributions upon the termination of the Issuer. The legal ownership of the trust property
and the right to conduct the activities of the Issuer are vested exclusively in the Issuer Trustee and no Unitholder has
any right of ownership in any of the trust property. Except in limited circumstances provided in the Declaration of
Trust, no Unitholder is entitled to interfere with or give any direction to the Issuer Trustee with respect to the affairs
of the Issuer or in connection with the exercise of any powers or authorities conferred upon the Issuer Trustee under
the Declaration of Trust. The Issuer Trustee will generally have, free from any power or control on the part of the
Unitholders, full authority over the trust property and the activities of the Issuer to the same extent as if the Issuer
Trustee were the sole and absolute owner thereof. The Unitholders will also not be subject to any liability arising out
of the activities of the Issuer.

The Issuer Trustee, on behalf of the Issuer, has entered into a management agreement with OPG, as
Manager, whereby all of the powers and duties of managing the Issuer have been delegated to the Manager. See
“The Manager.”

The permitted activities of the Issuer are limited to:

@ acquiring, owning, holding, administering or entering into agreements regarding the acquisition
and servicing of Investment Interests, along with certain other related assets;

(b) managing, selling, assigning, pledging and collecting amounts due on or otherwise dealing with
Investment Interests and certain other related assets in accordance with the terms of the Program
Agreements;

(c) negotiating, authorizing, executing, delivering, assuming the obligations under and performing its

duties under the Program Agreements;

(d) filing with any applicable securities commission one or more prospectuses, offering memoranda,
registration statements or documents necessary or desirable to register one or more series of
Funding Obligations under the securities laws of any applicable jurisdiction;

(e) authorizing, executing, delivering, issuing and registering one or more series of Funding
Obligations;
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The following diagram illustrates the structure of the Issuer and its affiliates.
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THE MANAGER

Pursuant to the Management Agreement, the Issuer has delegated to OPG, as Manager, all of the powers
and duties of managing the Issuer. The following brief summary of certain provisions of the Management Agreement
does not purport to be comprehensive or definitive. All references in this confidential shelf offering memorandum to
the Management Agreement are qualified in their entirety by reference to the Management Agreement and the
detailed provisions thereof. The Management Agreement may be reviewed at the principal office of the lssuer
TrusteeManager in Toronto, Ontario during normal business hours while any Senior Notes are outstanding.

The powers and duties delegated to the Manager under the Management Agreement include, among others:

@ negotiating and executing, on behalf of the Issuer, the Program Agreements;

(b) maintaining accounts and banking records;

(© enforcing the rights of the Issuer under the Program Agreements and the FHPA,;

(d) determining, in accordance with the Financing Plan, when it is appropriate for the Issuer to incur

Funding Obligations;
(e ensuring that all Primary Obligations of the Issuer are and remain Approved Obligations;

® administering all activities of the Issuer in connection with the issuance, sale, payment, repurchase
and redemption of the Issuer’s Funding Obligations;
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The issuance of Senior Notes, Series 2017-1, Subordinated Notes, Series 2017-1 and Junior Subordinated Notes,
Series 2017-1 under the Warehouse Facilities described above were used to acquire a $1.179 billion Investment
Interest on December 21, 2017.

THE TRANSFEROR AND SERVICER

Pursuant to the Master Transfer and Servicing Agreement, the IESO may periodically Transfer specified
portions of the Regulatory Asset to the Issuer. Additional information regarding the IESO, including its most recently
published financial statements, is available at www.ieso.ca. Such information does not form part of this confidential
shelf offering memorandum and neither the Issuer nor the Agents guarantee the accuracy of such information or has
independently verified the accuracy or completeness of any such information or to determine if there has been any
omission by the IESO to disclose any facts, information or events which may affect the significance or accuracy of
any such financial statements or other information.

The following brief summary of certain provisions of the Master Transfer and Servicing Agreement does
not purport to be comprehensive or definitive. All references in this confidential shelf offering memorandum to the
Master Transfer and Servicing Agreement are qualified in their entirety by reference to the Master Transfer and
Servicing Agreement and the detailed provisions thereof. The Master Transfer and Servicing Agreement may be
reviewed at the principal office of the lssuer—TrusteeManager in Toronto, Ontario during normal business hours
while any Senior Notes are outstanding.

Under the Master Transfer and Servicing Agreement, the IESO may offer, no more frequently than monthly,
to Transfer to the Issuer a specified portion of the Regulatory Asset. The Issuer has the right, but not the obligation,
to accept the IESQ’s offer. The IESO is responsible for servicing the Issuer’s Investment Interest in accordance with
the Regulations and the Master Transfer and Servicing Agreement. Its responsibilities including, among others:

@ establishing a segregated account to be used for the sole purpose of receiving the Clean Energy
Adjustment in respect of the Issuer’s Investment Interest and making commercially reasonable
efforts to cause Electricity Vendors to do the same;

(b) making commercially reasonable efforts to cause each Electricity Vendor to establish procedures
for the invoicing of amounts in respect of the Clean Energy Adjustment;

(© responding to inquiries by Electricity Vendors with respect to the Clean Energy Adjustment and
amounts payable in respect thereof;

(d) reviewing reports submitted to the IESO by Electricity Vendors regarding the collection of Clean
Energy Adjustment amounts for material manifest discrepancies;

(e contacting Electricity Vendors on the occurrence of certain events;
(j] holding Clean Energy Adjustment amounts received in respect of the Issuer’s Investment Interest

in trust for the benefit of the Issuer and remitting such amounts to the Issuer on the 18th business
day of each month, subject to daily remittance being required in certain limited circumstances;

(9) together with the Issuer, settling a form of monthly servicer report to be provided to the Issuer; and

(h) providing forecast information to the OEB and the Issuer, which forecast information will be used
by the OEB to forecast electricity consumption of Specified Consumers in respect of the relevant
period.

The IESO must follow standards, policies and procedures in performing its servicing duties that are
customary for an electricity market operator and administrator that regularly performs settlement functions. The
Master Transfer and Servicing Agreement provides for various limitations on the duties and responsibilities of the
IESO including that: (i) the IESO provides no guarantee that collections of the Clean Energy Adjustment from
Electricity Vendors will equal amounts invoiced or that Clean Energy Adjustment amounts will be sufficient to
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RATING AGENCY CONDITION

The Program Agreements provide that certain actions are subject to the “Rating Agency Condition”. In
each such case, satisfaction of the Rating Agency Condition requires: (a) that the Issuer has delivered written notice
of the proposed action to the Rating Agencies at least ten business days prior to the effective date of such action; and
(b) that the Rating Agencies shall have informed the Issuer prior to the effective date of such action that such action
will not result in the reduction or withdrawal of the rating in effect with respect to the Notes immediately before the
taking of such action. If the Rating Agency Condition is to be satisfied without specifying one or more specific
Series or Tranches of Notes, the Rating Agency Condition must be satisfied with respect to all outstanding Series or
Tranches of Notes.

CAPITAL MARKETS PLATFORM

The Financial Services Manager has developed a Financing Plan for the Issuer which encompasses an
ongoing program which allows for the issuance of a variety of short and long term debt, as well as interest rate and
currency swaps and other hedging instruments.

The Master Trust Indenture establishes common security and a set of common covenants given by the Issuer
for the benefit of all of its creditors. Notes are issued under Supplemental Indentures and in certain cases, Terms
Documents. Borrowings are incurred pursuant to liquidity agreements or loan agreements. Notes and Borrowings
incurred by the Issuer are Issuer Funding Obligations. Each Issuer Funding Obligation will be part of a Class and
Series of Issuer Funding Obligations, and may include one or more Tranches. A Class designation determines the
relative seniority for receipt of cash flows. See “— Subordination Provisions”, “— Payment Waterfalls Prior to
Acceleration” and “— Acceleration and Remedies — Payment Waterfall Upon Acceleration”. Tranches of Issuer
Funding Obligations may differ from each other as to the interest rate, maturity and the timing, sequential order and
amount of payments of principal or interest, or both.

The following summary of the principal provisions contained in the Master Trust Indenture does not purport
to be comprehensive or definitive. This overview summarizes certain provisions of the Master Trust Indenture and
omits descriptions of many provisions which may be considered to be of a customary nature. All references in this
confidential shelf offering memorandum to the Master Trust Indenture are qualified in their entirety by reference to
the Master Trust Indenture and the detailed provisions thereof. The Master Trust Indenture may be reviewed at the
principal office of the IssuerTFrusteeManager in Toronto, Ontario during normal business hours while any Notes are
outstanding.

Indenture Trustee

BNY Trust Company of Canada, a trust company governed by the laws of Canada, is the Indenture Trustee
under the Master Trust Indenture.

Under the terms of the Master Trust Indenture, the Issuer has agreed to pay the Indenture Trustee
reasonable compensation for the performance of its duties under the Master Trust Indenture. The Indenture Trustee
has agreed to perform only those duties expressly set forth in the Master Trust Indenture. Many of the duties of the
Indenture Trustee are described throughout this confidential shelf offering memorandum. Under the terms of the
Master Trust Indenture, the Indenture Trustee’s limited responsibilities include the following:

e to authenticate, deliver, cancel and otherwise administer the Notes;

e to serve as the registrar in respect of the Notes;

e to establish and maintain all Issuer Accounts and to maintain accurate records of activity in those
accounts;

e to serve as the Paying Agent and distribute and transfer funds at the direction of the Manager in
accordance with the terms of the Master Trust Indenture;
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