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ONTARIO POWER GENERATION INC.
ANAGEMENT’S DISCUSSION AND ANALYSIS

This Management's Discussion and Analysis {MD8A] should be read in conjunction with the unaudited interim
consolidated financiel staternents and accompanying notes of Ontario Power Generation Ing. (OPG or Company) as
at and for the three and nine months ended September 30, 2017 OPG's unaudited inferim consolidated financial
statemenis are prepared in acecordanee with United States generally accegted accounting principles {US GAAP) and
are presented In Canadiab dollars.

For a complete description of OPG's corporate strategies, risk manageiment, corporate governance, and the effect of
critical accounting policles and sstimates on ORG's resuils of operations and financial condition, this MDEA should
also be read in conjunction with OPG's audited consolidated financial statements, accompanying notes, the Annual
Information Forrm, and the MDAA as at and for the year ended December 31, 2018,

As required by Ontarfo Regulation 385/71, as amended, a regulation under the Financial Administration Act {Ontario),
OPG adopled US GAAP for the presentation of its consdlidated finandal statements, effective January 1, 2012 In
2014, the Ontaro Securitiss Commission approved an exemplion which allows OPG to apply US GAAP up to
January 1, 2018, The term of the exemption is subjectto cerain conditions, which may resull in the sxpiry of the
sxemption prior 1o January 1, 2018, For details, refer to the section, Cnlical Acoounting Policies and Estimales under
the heading, Exemptive Reflef for Reporting under US GAAR, In OPG's 2018 annual MDEA. This MDEA i daled
MNovember 9, 2017,

FORWARD-LOOKING STATEMENTS

The MD&A containg forward-looking staternents that reflect OPG's current views regarding certain future events and
ciroyrnstances. &ny steternent contained in this document that is not current of historical is & forward-looking
statermert. OPG generally uses words such as "anticipate’, “believe”, “foresee”, “forenast’, “estimate”, "expect’,
‘sohedule’, “intend”, *plan’, "project”, “sesk”, “targel’, "goal’, “strategy”, *may’, "will", "should’, “could®, and other
simitar words and expressions to indicate forward-looking slatements, The absence of any such word or expression

does not indicate that & statement is not forward-looking.

All forward-loaking statements ivvolve inherant assumplions, risks, and uncertaintiss, including those set out in the
suction, Risk Menagemeni, and forscasts discussed in the section, Core Business, Strategy. and Outlook. All
forward-looking statements could be ingecurate fo a meterial degres, In particular, forward-looking statements may
guntain assamptions such as those redating o OPGs generating station performance and availability, foel costs,
suplus baseload generation (8BG), cost of fixed assel removal and nuclear waste management, performance and
garmings of investment funds, refurbishment of existing faclliies, development and construction of new Tacilifies,
pension and other post-employment benelit {OPER) obligations and funds, incorne {axes, proposed new legisiation,
the ongoing evoliion of Ontard's eleciriclly industry, environmentat and other regulatory requirements, health, safety
and erwironmental developments, business continully events, the weather, financing and liquidity, applications to the
Ordario Energy Board (OEB) for regulatory prices, the impact of regulatory decisions by the OFER, Gitaria’s Fair
Hydra Flan {Fair Hydro Plan or the Flan) and forecasts of earnings, cash flows, Funds from Dperations (FFO)
Adjusted Interest Coverage, Retumn on Common Equity Excluding Accumulated Other Comprehansive Income {(ROE
Excluding AGCL), Total Generating Cost {TGCY and caphlal sxpenditures. Accordingly, undus reliance should not be
placed on any forward-Jocking statement. The forward-looking staternents incldded in this MDEA are made only a5 of
the date of this MD&A, Except as required by applicable sscurities laws, OPG does not undertake to publicly update
these foreward-lopking sistements to reflect new information, fulure events, or otherwise,
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THE COMPANY

DOPG s an Cntario-based electricity generation company whese principal business is the generation and sale of
electricity In Qntario. OPG was established under the Business Corporafions Act {Ontarie) and Is wholly owned by
the Province of Cntario {Pravince or Shareholder),

As at Beptember 30, 2017, OPG's slectricity generation portfolio had an in-service capacily of 18,210 megawalls
(MW} OPG operstes two nuclear generaling slations, 66 hydroelectric generating slalions, three thermal gensraling
stations, and ong wind power Wwrbine, Inaddition, OPG and TransCangda Energy LI, co-own the 550 MW Portlands
Energy Centre (PEC) gas-fired combined cycle generating station (GB). OPG and ATCD Powsr Canada Lid. co-own
the SG0 MW Brighton Beach gas-fited combinad cyole G8 (Brighton Beach). DPE's 50 percent share of the in-
sarvice capacity and generation voluime of these co-owned facilities Is included in the generstion portfolio statistics
ol out in this report. The incoms from the co-cwned facllities is accounted for using the equily method of aocoounting,
and OPG's share of income is presented as incorms from investments subjectto significant influence In the
Coniracted Generation Porifolio segment.

OPGalso pwns two othet huclear generaling stations, the Bruce A 88 and the Bruce B GB, which are leased on a
long-term basis 1o Bruce Power LF (Bruce Fower). Income from these leased slations is included in revenus under
the Regulated — Nuclear Generation segment. The leasad stelions are notincluded in the generation portiolic
statistics set out in this report

All of GPG's owned and co-gwned generating facilities are located in Ontario, OPE does not operate PEC, Brighton
Beach, the Bruce A GS and the Bruce B 38,

& description of OPG's segments is provided In OPG's 2018 annual MDAA in the seclion, Business Segments.

in-Servics Generating Capaoity

OPG's in-service generating capacity by business segment a5 at Seplember 30, 2017 and December 31, 20168 was
&g follows:

As at
September 30 December 31
(M) B X . L
Regulated ~ Nuclear Generation | 5728
Regulated - Hydroslactric &,421
Cantracted Oensration Portiolie 2 4,028
Total Lo R R

T The in-senvice generating capachy as of September 30, 2077 and December 31, 2016 excludes Unit 2 of the Darlington 68, The
unif, which has a genersting capacily of 878 MW, was taken offling in mid-October 2018 and Is currently undergoing
refurblshment.

2 hcludes OPG's share of eservice gererating capacity of 275 KW for PEC and 280 KW for Brighton Beash,

Crieing the nine months ended Seplember 30, 2017, the total in-service capacily increased by 33 MW, The increase
was primatily dueto the completion of the Peter Sutherland Sr. hydreelectric GS, which was placed insservice at the
end of the first guarter of 2017, and the upgrade of Unit 10 of the Bir Adam Beck 1 hydraslectric GS, which was
compdeted in June 2017,
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HIGHLIGHTS

Dverview of Rosulls

This section provides an overview of OPG's unauditad interim consolidated operating rasults. Significant factors
which contributed o OPG's results during the three and nine month pericds ended September 30, 2017, compared to

the same periods in 2018, are discussed below.

{millions of doffars ~ except where noted) funaudited)

Three Months Ended Nire Months Ended

Revenus
Fuel expense

GIDss margin

Operations, maintenance and administration

Drepreciation and amortization

Acaretion on fired asset removal and nuclear waste
management Babilities

Eamings on nuglear fixed assel removal and nuclear waste
management funds

Ingome from investments subject to significant influance

Property faxkes

Saptember 30 September 30
2017 2016 2017 2016
1,400 4,266
187 541
1213 3724
556 2,084 2,081
313 547 841
232 709 896
(248) {579} (620}

Income before other losses (gaing), inferest and income
laves
Otherlosses {gains)

Income before interest and income taxes 180 248 898 8662
Met interest expenss

fncome before income taxes 159 220 543 87
Income tax expense 19 2 125 ug
Net income 140 198 515 481
Net income altributable to the Shareholder 131 194 488 444
Net income attributable to non-controlling interest ? g 4 a7 12
Elactricity production {TWhH) & 184 18.5 §6.0 580.¢
Cash fow grovided by operating acliviies 485 530 808 1,211

T Relates to the 25 percert inferest of the Amisk-oo-Skow Firanse Corporation, s corporation whelly owned by the Mouse Cree

First Nation, inthe Lower Matlagam! Limited Pattnership, the 33 percent irterest of Coral Rapids Foveer Corporation, a
corporation wholly owned by the Taykwa Tagamou Nation, in the PSS Generating Station Limited Partnership, and the

10 peroent interest of & corporation wholly owned by the Six Nations of Grand River Develspment Corporation i the Napticoke

Solar LF

Third Quarter

Met income altributable to the Shareholder was $131 million for the third quarter of 2017, g decreass of

includes OPG's share of generation voluime from its B0 percent ownership interests in PEC ard Brighton Beach,

63 million compared 1 the same guaner in 2018, Incume belore intsrest and income taxes for the third quaner of
2017 was $180 million, 8 decrease of $88 milllon compared to the same quarter in 2018,
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Significant factors that reduced income before interest and income taxes:

¢ Lower earnings from the nuclear base regulated price of approximately $24 million reflecting lower electricity
generation of 0.4 terawatt hours (TWh) from the Regulated — Nuclear Generation segment and the
continuation of existing base regulated prices set by the OEB in 2014, The lower nuclear generation was
primarily due to the ongoing refurbishment of Unit 2 at the Darlington GS since October 2016, largely offset
by an increase in generation from the Pickering GS. The increase in generation from the Pickering GS was
primarily due to outage optimization, favourable unit conditions and execution of planned outage work
resulting in fewer unplanned and planned cutage days at the station. The base regulated prices set in 2014
continue to be in effect pending the OEB's decision on OPG's current application for new regulated prices,
expected later in 2017. The existing nuclear base regulated price was set to allow the Company to recover
its approved nuclear costs over a higher nuclear production volume, based on the 2014 and 2015 outage
profile that did not include a refurbishment cutage. OPG has requested January 1, 2017 as the effective
date of the new regulated prices.

s Lower earnings of $54 million from the Regulated — Nuclear Waste Management segment, primarily due to a
decrease in earnings on the nuclear fixed asset removal and nuclear waste management funds (Nuclear
Segregated Funds).

s Higher depreciation and amortization expense of $16 million in the Regulated — Nuclear Generation
segment, excluding amortization expense related to balances in OEB-authorized regulatory variance and
deferral accounts (regulatory accounts), primarily due to new assets in service.

The expiry of rate riders for the recovery of approved balances in OEB-authorized regulatory accounts on
December 31, 2016 contributed to the decrease in revenue for the three months ended September 30, 2017,
compared to the same period in 2016, but was largely offset by a decrease in the amortization expense related to
these balances. OPG has requested new rate riders in its current application to the OEB for new regulated prices,
with a proposed effective date of January 1, 2017.

Significant factor that increased income before interest and income taxes:

» Lower operations, maintenance and administration (OM&A) expenses of $31 million across all business
segments.

Net interest expense decreased by $7 million during the third quarter of 2017, compared to the same quarter in 2016,
primarily due o a higher amount of interest costs capitalized for the Darlington Refurbishment project expenditures
and a higher amount of interest income.

Income tax expense for the three months ended September 30, 2017 was $19 millicn, compared to $22 million for the
same period in 2016. The decrease in income tax expense was primarily due to lower income before taxes and a
higher change in reserves from the resolution of uncertainties, partially offset by a lower amount of income tax
expense deferred in regulatory assets.

Year-To-Date

Net income attributable to the Shareholder was $498 million for the first nine months of 2017, an increase of
349 million compared to the same peried in 2016. Income before interest and income taxes for the first nine months
of 2017 was $699 million, an increase of $37 million compared to the same period in 2016.

Significant factor that increased income before interest and income taxes:

¢ The gain on the sale of OPG's head office premises and associated parking facility recorded in the Services,
Trading, and Other Non-Generation segment in the second quarter of 2017. The sale of these non-core real
estate assets was required by a Shareholder Declaration and a Shareholder Resolution. The gain on the
sale was $283 million, which is net of tax effects of $95 million.
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Significant factors that reduced income before interast and incoms faxes:

« Lowersamings from the nuclear base regulated price of approximately $230 million, partially offsat by a
decrease In nuclaar fual expense of $22 million, reflecting lower electiclty generation of 4.¢ TWh fromthe
Regulatad ~ Nuclear Generation segment and the continuation of existing base regulated prices sat by the
OEB in 2014, The lower nuclear genaration was primarily due to the ongoing refurblshment of Unit 2 at the
Diarlington B8, partially offset by an increase i ganeration from the Pickering 38

« Lower eamings of 353 million from the Regulated ~ Muclear Waste Management segment, primarily dusto a
decreass in samings on the Nuclesr Segregated Funds,

«  Higher depreciation and amortization expense of $30 million in the Regulated ~ Nuclear Generation
segment, excluding amortization expense related o regulatory account balances, primanily due to new
assets in sevics,

« Acgainof 322 milllon recorded in the first guarter of 2016 to reflect the OEB's decision on OPGE's motion
aaking the QER to review and vary parts of its November 2014 decision on OPG's regulated prices.

»  Lower rental revenue of $18 million from the Bervives, Trading, and Cther Non-Generation segment,
primatily as a resull of the sale of the head office premises.

The sxpiry of rate riders Tor the recovery of approved balances in OEB-authorized regiiatory accounts on
December 31, 20118 contributed to the decrease in revenue for the nine months endad September 30, 2017,
compared to the same period in 2016, but was primarily offset by a decrease inthe amoriization expense related fo
these balanges.

Met interest expense decraased by $36 million for the nine months ended Septamber 30, 2017, compared to the
same period in 2018, primarily due 1o a higher amount of interest costs capitalized for the Darlington Refurbishment
project expendiures and a higher amount of interest costs deferred in OEB-authorized regulatory accounts.

Incorne gy expanse for the nine months ended September 30, 2017 was 3128 million, comparsd to 5108 million for
the sarme period in 2018, The increass in indome tax expense was prifmarily due to higher income before indome
taxes.

Segment Resulls

The following table surmmarizes ORPGE's incoms bafore interest and income taxes by business segment. A detailed
diseussion of OPG's petformance by reportable segment is included in the section, Discussion of Operaling Resulls
by Butsiness Segment.

Thres Months Ended Nine Months Ended
September 30 September 30
{mitlions of doflars) 2017 2018 20407 2016

Income (fess) before interest and income taxes

Regulzsted - Nudear Gensration 47 17
Regulated ~ Hydroelectric 17 500
Contracted Generation Partfolio 74 218
Total slectriclty generation business segments 238 736

Regulated ~ Nuclear Waste Management 23
Services, Trading, and Other Non-Generation 386
899 562
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Elsutricily Generation

Electricity generation for the three and nine month periods ended Septernber 30, 2017 and 2018 was as follows)

Three Months Ended Nine Months Ended

September 30 September 30
(T 207 2018 2017 2018
Regulated - Nuclear Generation 1.7 34.6
Regulated ~ Hydroslectyic 6.9 28

Contracted Generation Portfolic? a8
Total OPG electricily generation 184

Total electticity generation by all other generators in Onlarip ? 8.8 14.8 817 53.8
Includes OPEs'share of generation volume from its B0 percent ownership interests in PEC and Brighton Beach

% HNon-OPG generstion s caloulated as the Drdario electricty demand plus net exports, as published by the independent Elsotricty
System Operator (TESQ), minus OFG electricily generation.

Total OPG dlectrinity generation decreased by 0.1 TWh during the third quarter of 2017, compared to the sams
quarter in 2018, and by 3.9 TWh dring the nine months ended Septermber 30, 2017, compared fo the same petiad in
2016, This was mainly due to lower slecticlly generation of 0.4 TWh and 4.0 TWh from the Regulated — Nuslear
Gensration segment for the three and nine month periods ended September 30, 2017, respectively. As expected,
this was primarily the result ofthe removal from service of Unit 2 at the Darlington G8 for the durafion of the unit's
refurbishrment, which began in Getober 2018, This decrease in slectricity ganeration was largely offset by an
increase in generation from the Pickering G, primarily dus to cutages optimization, favourable unit conditions and
axecytion of planned outage work resulting In 3 lbwer number of unplanned and planned outage days at the station,

as well a3 higher elsctriclly generation from the Regulated — Hydroslectric segment.

The higher eleciricity generation of 0.4 TWh and 0.7 TWh from the Regulated — Hydroelactric segrent for the three
and nine month patiods ended September 30, 2017, respectively, compared to the same periods in 2018, was dus o
higher water flows primarily on the eastern Ontario river systems, ned of Torgone electriclly generalion as a resultof
SEBG conditions, discussead below

The lower slecticily generation of 0.8 TWh from the Contracted Generation Portiolic segrent for the nine months
ended September 30, 2017, compared 1o the same period in 2018, was primarily due o higher SBG conditions. The
electricity generation from the Contracted Generation Portfolio segment for the three months ended September 30,
2517 was comparabile (o the same periad in 2018,

QRG's operating results are impacted by changes in grid-supplied electricity demand resulting frarm varations in
ssazonal waather conditions, changes in econoimic conditions, the impact of small scale gensration embedded in
distribution netwarks, and the impact of conservation efforts in the province. For the three and ning month periods
ended September 30 2017, Ontario’s electriclty demand as repoded by the IESC was 33.8 TWivand 88,5 TWh,
raspactively, compared to 36.7 TWh and 103.8 TWi for the same periods in 2018, excluding electricity axports out of
the provincs.

Powsr that is surplus 1o the Ontaric market is managed by the IESC, mainly through generation reductions at
hydroelectric stations, other grid-connected renewable resources and nuclear stations. Heduging hydroslectric
produstion is the first measure used by the IESO o manage 8BG conditions. Baseload gensration supply surplus in
Cntario continued o be prevalent in 2017, resulting in forgone hydreslectric generation for OFG of 1.1 TWh and

4.5 TWh in the three and nine month periods ended September 30, 2017, respectively, compared to 0.5 TWh and
3.8 TWh during the corresponding periods in 2018. The gross margin impact of production forgone et OFG's
regulated hydroslectric stations due 10 8BG conditions during these periods was offset by the impact of a regulatory
varlance gecount authorized by the OEB. OPG did not forgo any slecticlly production at its nuclsar stations dus to
BBG conditions.
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Syerage Sales Prices

The majority of OPE's generation is from the Regulated - Muclear Generation and Regulated — Hydroelentric
segments. The same base regulated prices for electricity genarated by these segments, authorized by the CEB
effactive Novemnber 1, 2014, were in effect during the first nine meonths of 2017 as in 2018, These prices will remain
in effect untl such time as the DER approves new regulated prices based on OPG's current application. The base
regulated prices established in 2014 are discussed in OPG's 2018 annual MDEA in the section, Revenue
Mechanisms for Regulated and Non-Reguisted Gensration.

The average sales price for the Regulated - Nuclear Generation segiment was 5.8 cents per kKilowall hour {g/KWh)
during the thrae and nine month peficds ended September 30, 2017, compared 10 5.9 ¢/RWh during the same
petiods In 2018, The decrease in this average sales price was primaily dus 1o the expiry, on December 31, 2016, of
an CEB-authorized muclear rate rider of $10.84 per megawatt hour (MWh) for the recovery of variance and deferral
account balances. The average sales price for the Regulaled — Hydioelectic segment was 4.1 ¢/WdWh during the
three and ning month perods ended Ssptember 30, 2017, respectively, compared to 4.4 ¢/KWh during the same
parinds iy 2015, The décreass in this average sales price was primarily due to the expiry, on December 31, 20186, of
an QEB-authorized regulated hydroslactric rate rider of $3.19/MWh for the recovery of variance and defercal acocount
balances. The rate riders were established o recover approved balances recorded in the variance and deferral
accounts in prior years., As such, the yearoveryear changes in revenue from the rate riders were largely offset by
changes in amortization expense related to these balances. There were no rate riders in effect during the nine
months ended September 30, 2017 for etther nuclear or regulated hydreelectric generation, pending the outcome of
OPG's current application with the OEB for new regulated prices.

Cash Flow from Operglions

Cash flow provided by operating sctiviies was $485 million for the three months ended Septermber 30, 3017 and
$ASE million for the ning months ended September 30, 2047, comparad fo $830 million and $1,211 million for the
sams periods in 2018, respectively. The decrease in oash flow provided by operating activities was expected and
primanily due to lower generation revenue receipts reflacting lower generation from the Regulated — Muclsar
Generation segment as a result of the ongoing refurbishment of Unit 2 gt the Dardingtan G8 and the sxpiry, on
Decamber 31, 2018, of the OEB-authotized rate riders for nuclear and regulated hydreeleotric generation. The
decrease In cash How was also due to higher income tax instalments.

The decrease in cash flow provided by eperating achivities for the three and nineg month periotds ended September 30,
2017 was partly offset by lower OMSA sxpenditures and lowsr contribulions Yo the Used Fusl Segregated Fund in
2017, Both the Used Fusl Begregated Fund and the Decommissioning Segregated Fund were determined {0 be fully
funded based on an updated estimate of ORE's nuclear waste manggement and nuclear facilities decommissioning
obligations pursuant to a reference plan approved by the Frovince under the Ontario Nuclear Funds Agreement
{OMNFAY betwaen OPG and the Provings, effective Janugry 1, 2017, Pursuant to the ONFA, the refergnce plan is
required {o be updaled al lsast once every five years, Contributions i elther or both of the Nudlesr Segregated
Funds may be required in the fulure should the funds be in an underfunded position at the time of the next ONFA
reference plan update. The decrease in cash flow for the nine months ended September 30, 2017 also was partially
offset by lower pension plan contribitions in 2017 reflecting an updated actuarial valuation of the OPGregistered
pension plan filed with the Financial Sewices Cormmission of Gritario, g5 well as the pavment of a supplernental rent
rebate fo Bruce Power in the first guarter of 2018 In relation to a peried in 2018 The lease agreement for the Bruce
nuclear generating stations was amended in late 2015 to efiminate this rebate provision going forward,

Redurs on Common Bogully Escluding Scvumuleled Glher Comprebensive Inoome

ROE Excluding AQGHS an indicator of OPG's performance consistent with the Company's strategy 1o provide valus
fo the Sharehuolder. ROE Excluding AQCH is measured over g 12-maonth period,
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ROE Excluding AQCHwas 4.4 percent Tor the 12 months ended September 30, 2017, compared 1o 4.2 percent for the
12 months snded December 31, 2016, The increasse was primarily due to highet net income altdbutable to the
SBharshalderfor the 12 months ended September 30, 2017, which reflacted the gain on the sale of OPG's head office
premises and associaled parking facility recorded in the second quarter of 2017, partially offset by lower eamings
from the decregse in nuclear slectriclty generation reflecting the Unit 2 refurbishment cutags at the Darington GB
without 2 corresponding increase inthe nuclear base regulatad price, as expected. The lower nuclear generation as
a result of the refurbishment outage will continue to negatively affect GPG's ROE Excluding ADCT untit such time as
new regulated prices are approved by the OEB.

Fursds from Dperations Adjusied Interest Coverags

FFO Adiusted Interest Coverage is an indicator of QPG's abilty to meet interest obligations fromy operating cash
flows, The indicatoris messured over a 13-month perled. FFO Adjusted Interest Coverags for the 12 months ended
Septermber 30, 2017 was 4.2 times, compared to 5.1 times for the 12 fmonths ended December 31, 2018, FFO
Adjusted Interest Coverage in 2017 reflscted g year-ovenyear dectease in FFQ befors interes! due to lower cash flow
provided by operating aciivities, partially offset by the impact of & lower adjusted intsrest expense due 10-a decrease
in the excess of intersst on pension and OPER projected benefit obligations over expected returh on pension plan
assats.

The decrease in the éxcess of interest on pension and OPEB benefit obligations over expected return on pension
plan assets in the nine months of 2017 was primarily due o the ¢hange in the method used fo estimate the interest
cost and service cost components of pension and OPEB costs. Effective January 1, 2017, OPG adopted a full yisld
cutve approach to the estimation of these cost components, by applying the specific spot rates along the vield curve
used in the delermination of the projecied bensfit obligations to the relevant projected cash flows. Under the previous
method, these components of pension and OPEB costs were caloulsted using the same single weighted-average
discount rates as reflectad in the caloulgtion of the benefit obligations. This change in the method was accountad for
prospectively, as a change in estimate. The resulting reduction in pension and OPER costs for the three and nine
month patiods snded September 30, 2017 did not have a3 materal impact on net income, as it was largely offset by
the impact of CEB-authorized varlance and deferral accounts in the regulated business ssgments. Further details on
the Tull yield curve approach can be found in the 2016 annual MDSA In the section, Oritics! Accounting Policies and
Esltimales under the heading, Pension and Qther Post-Employment Bensfits.

Enterprise Tolal Sanerating Cost per MWh

The Enterprize TGO per MWh decreased to $46.65 for the three months ended September 30, 2017, compared io
$50.72 Tor the same guarter in 2016, The decrease was mainly dus to lower OMEA expenses beforg the impact of
regulatory ascounts and higher SBG-adiusted hydroslectric alectricily generstion reflacting higherwater Hows, partly
offset by the expected reduction in nuclear electricity generation due 1o the Unit 2 refurbishment cutage at the
Dariington GS.

The Enterprise TGO per MWh was $47.77 Tor the nine manths ended September 30, 2017, an increase compared 1o
$46.74 for the same period in 2016, The incresse was expected and mainly a result of lower glectticity generation
due to the Unit 2 refurbishment outage at the Darlington G8, largely offset by lower OM&A expenses before the
impact of regudatory accounis and higher SBG-adjusted hydroelectric slectrinily generation reflecting higher water
flows,

i Unit 2 gt the Dadington GB was not currently undergoing refurbishment and had continued o operate in a manner
consistent with the performance of the remaining units at the station, adjusting for generation constraints on these
units related to the transition of the station foward refurbishment, the Enterprise TGC would have been approximately
4 per MWh lower for both the three and ning month periads ended Beptember 30, 2017, This sensitivity was
calculated using the estimated incrernental elestricity generation and associated fusl cost that are expected 1o have
resulted in the absence of the refurbishment.
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Muclesr Tolal Gonerating Cost per MWh

The Nuclear TGS per Mwh of $58.75 for the thrae months ended September 30, 2017 was comparable (¢ $58.55 for
the same guarter in 2018, as the higher electrisity generation at the Pickering 88 and the impagt of lower OMEA
expenses before the impact of reguiatory accounts was largely offset by the expected decrease in nuclear electrinity
generation reflecting the Unit 2 refurbishment cutage at the Darlington G8 and higher sustaining capital expenditures.
The Nuclear TGC per MWh was $67 .87 Tor the nine months ended September 30, 2017, compared fo $61.07 for the
same peried In 2018, The increase was expacted and primarily due to the decrease in nuclear slectricity generation,
partially offsel by lower OME&A expenses before the impact of regulatory accounts.

Hydrosbetrie Total Gensrsling Cost par MW

The Hytlroelectric TGO per MWh was $26.20 for the three months ended Seplember 30, 2017, compared to $31.01
for the sarme quarter in 2018, The decrease was primarily dus to higher SBG-adjusted hydroelectric sledticlly
generation reflecting higher water flows net of higher fuel sxpense, lower OMEA expenses before the impact of
requlatory accounis and lowsr sustaining capital expenditures. The Hydresleatric TGC per MW was $21.74 Tor the
nive months ended Septernber 30, 2017, cotmpared {0 §23.98 Tor the same petled in 2018, The decrease was
primarily due to lower OME&A expenses before the impast of regudatory accounts and lower sustaining capial
axpenditures.

ROE Excluding AQCH FFQ Adjusted Interest Coverage, Enterprise TGO per MW, Nuclear TGO per MWhH and
Hydroslectric TEC per MW are not measurements in accordance with US GAAP and should not be considered
alternative measures to net income, cash flow provided by operating activities, or-any other performance measure
under US GAAP. OPG believes thatl these non-GAAP financial measures are effective indicators of it performance
and are consistent with the Company's strategio imperatives and related ubjectives. The definition and caloulation of
ROLE Excluding AQCHE FFO Adiusted interest Coverage, Enterprise TGO per MWh, Nuclear TGO per MWh and
Hydroslectric TGO per MWh are Tound in the section, Supglemeniary Non-GAAR Financial Measurss.

Recant Developmants

Cndtarin's 2047 Long-Tenn Enerny Flan

On Ootober 28, 2017, Ontario’s Ministry of Energy issued the 2017 Long-Term Energy Plan (2017 LTEP} that
gutlines the Provinee's plans for the future development of Ontarie’s electriclly system. The 2017 LTEP focuses on
the affordabiity, reliability and flexdibility of a clean energy supply in the province. The 2017 LTEP replaces the
pravious Long-Term Energy Plan issued in 2013

As it relates 1o the supply of slectiicity the 3017 LTEP recognizes the refirbishment of Ontaric’s nuclear generating
stations as the most cost-effective aption for producing emission-free baselond generation 1o mesl Ontario’s needs
and reaffitns the Provinee’s support fof the efubishiment of the fout unils al the Darington 653 and the sz units ot
e Bruce generating stations, subject 1o the phinciples established i the 20138 Long-Teem Energy Plan,. The 2017
LTEP also recoghizes the valus to sustomers of continuing o operate the Flokering G8 untl 2024, a8 planned. With
resped to hvdroelectic slecticity generation, the 2017 LTER highlights the oppoatiunity 1o cantinue to invest in
optimizing existing hydroelectric facilities, noting that pumped hydroslectric storage could play an imporant role in the
refiabiity of the alectricty system,

the slectriclly systerm. Aiviong others thess include the increased slectiffication of the transporiation secior the
amergence of ensrgy storage and the opportunity for Ontano to foster nuclear innovation technologiss. OPG
continues 1o atesss Bow bdat fn capitalize on polential business growth apporiunities s these and other areas. The
2017 LTER alvo vecognizes the impottarcs of Indigenolis patpies’ continuing rola in shaping Ontarin's enaigy
planning. projsets and policies.
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The Ontario Fair Hydro Plan Act 2017 [the S0b) received Roval Assent on June 1, 2017 and the associsted general
regulation came into foroe in June 2017, The Act established a framework under which the vosts and benefils
assuciated with the Government of Ontario’s clean energy initiative are 10 be allocated between present and future
consumers of eleciriaity under the Fair Hydre Plan. The aim of the Plan is to reduce electricity bills for residential
farm, small businesses and other aligible consumers by refinancing a portion of the Global Sdiustiment cosls over a
et time petiod. The legislstion appeinted OFG as the Finandisl Services Manager of the Fall Hydro Plan awd
provides for a financing entity o be established by OPG. The regulation provides details on the structural,
operational and financial elerments regquired to inplement the Fair Hydro Plan,

ORGSs Board of Dirsctors. wihich had established 2 Spacial Committes 1o provide oversight on behalt of the Board of
Direstors, has conditionally approved OPG's involvement with the Falr Mydrs Plan on commercial terms. ORPG s in
the process of establishing the Fair Mydro Trust (the Trust; os the financing entity conternplated by the Act, The
majority unitholder and bansficiary of the Trust will be a wholly-owned subsidiary of OPG. The Trust s struclured 1o
be banknptey remote and ring fenced fram OPG in oidsr to protect the Company's astete and aperations. Through
this owriership and 0PG5 s control over the key activities of the Trust the Company expects to tonsolidate the
financial results of the Trust in accordance with UB GAAR. cammencing in the feurth guatter of 2007

in ordar for the Trust fo finance the deferred portion of the Global Adiustment vosts, it will incur senior debt from
capial markets and subordinated debt from GPG, which will use to pericdically purchase an invesiment interestin
the deferred Globel Adjustiment cosls from the IESO. The Trust's investment will atlract 5 financing amount and other
refated fees, which will be payable by the cligible consurmers in the fidure,

Through an eguity injection in OPG. the Province I8 expected 1o provids 44 percent of the fotal funding requireinent
related 1o the Trusts investment interest in the delerred Global Adiustment cosls. ORG Wil invest the procesds Brom
e sqgulty infection into suboidinated debl sstied 1o the Trust A plan to amend the Company's Articles of
Armalgamation to allow for the creglion and issuance of Class A sharss Ip be imsusd to the Pravines is in piogress.
CPC's Board of Directors’ approval and a Shareholder Resolition are expected later in the year o authorize the
amendment.

OFG eapects to provide five percent of the tolal funding requirement related to the Trust's investment intarest i the
deferred Global Adjustment costs, through its subordingted debt investment in the Trust. DPG issued senior notes
payable in Ooiober 2017 under a shor form base shelf prospecius Tor general corpurate purposes and o fund s
portion of the subordinated debl investment. Furthet detalls of the debt offeting san Be found in'the section, Liguidity
and Capital Resouross under the heading, Bhanding Activities.

The first set of tansactions of the Trust is expected 1o take place In the fourth quarter of 2017

Canadian Muclear Safety Commission Safety Rating for the Dailington GS and the Plekering 58

The Canadian Nuclesar Safely Commission {CMNBQ) publishes an annual report on the safely performance of
Canada’s nuclear power plants. The report assesses how well plant operators are meeting regulatory requirements
and program expectations in the areas of operational performance, safely analysis, radigtion protection, waste
management and conventional health and safety. On Septermber 8, 2017, the CNBUT issued an executive summary
of ite 2016 annual reporl, giving both the Dalingten GS and the Pickering GB the highest possible safsty rating of
“Fully Satisfactory”. The Datlingten 5 achieved this rating for the sighth consscutive year, whils the Pickering GS
achisved this rating for the second consecutive year.
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CORE BUSINESS, STRATEGY, AND OUTLOOK

The discussion inthis section is gualified iy its entirety by the cautionary statements included in the section, Forward-
Looking Statements, at the beginning of the MD&A,

OPRG's mission is 1o provide low cost powsr in z safe, clean, reliable and sustainable manner for the benefit of
customers and its Shareholdsr, OPG also seeks to pursug, on a commercial basis, generation development projects
and otfver business growth opportunities.

The following sections provide an update to OPG's disclosures in the 2018 annual MDEA related to its four key
strategic imperatives -~ operational excellence, project excellence, financial strength, and social icence. A detailed
discussion of these strategic imperatives is included in the 2016 annual MDEA in the seption, Tore Business,
Btrategy, and Outleok.

Operations! Exosllanes

Opsrational excellence at OPG is accomplished by the safe and environmentally responsible generation of reliable
and cost-effective slectricily from the Company's generating assets through & highly trained and engaged workforce,

Electricity Generation Production and Reliability

» Az part of the plan to extend Pickering operations, ORPG s continuing to underiake the reguired technicsl
work o confinm that the sigtion’s pressurs tubes, a key e-limiting component of the station, will remain it
for service for operation to 2024, OPG is also finalizing complstion of compenent condition assessments to
identify the work reguired to suppert the continued operation of the station. The accounting end-of-life
assurnptions for the Pickering GS are currently set at the end of 2020, These assumplions are expacted 1o
be reassessed in ling with OPG's plans to extend the stetion's operation 1o 2024 when the work on the fusl
channel analysis, other technicel feasibility assessments and safety case consistent with submissions for the
CNSC's approval, discussed helow, provides the necessary technical confidence to support a change in the
accounting end-obdife date. The technical work undertaken to dale has yielded positive results, which will go
toward supporting a change in the gocounting end-of-ife assumplions. OPG's current application with the
OEB for new base regulated prices, presently pending the OER's decision, reflacts OPE's plans to extend
Pickering operations to 2024 and requests inclusion of the corresponding cost and generation impacts in the
datermination of the nuclesr requiated price.

»  QPGs current five-vear aperating licehice for the Pickering GBS was approved by the CNEC in 2013 and
expires on August 31, 2018, This ficence was issued assuming that the station would shut down i 2020
On June 28, 2017, OPG confirmed to the CNSC that it intends to cease commerdial opearation of af
Pickering units on December 31, 2024, On August 38, 2017, OPG submitted a ten-year licence renewal
application to the CNSC. The requested licence term spans the planned extended commercial opsrations
pariod, through o the planned petiod of de-fuslling, de-watering and baginning to place the station in g sale
storage state in 2028, It support of the lisence renewal, DFG is undertaking o Pedledic Safely Review
{PER), whichwill confinm that extending operations of the Pickering units will continue {o pose minimal risk
to the health, safely and secwrity of workers, the public and the envirgnment. The PSR consists of Salety
Factor Reports {8FRs), a Global Assessment Report (GAR) and the Integrated Implementation Plan {1IP),
5FRs and GAR have baen subritied 1o the ONED, with the HP on track Tor CNSC submission in Movember
2017,

»  Work continues onthe overbaul and upgrade of Unit 2 of the DeCew Falls hydroslectric G5, with complstion
of the power assembly, refurbishment of the Turbing and final delivery of the major components, and the
rehabilitation and overhaulof Unlt 2 of the Lower Moleh hydroelectric GS.
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»  During the third quarter, as part of a continued focus on operating performance and efficiency improvement,
OPG opened an amalgamated control room located at the Saunders hydroelectric GS that will control all
operational activities at ten hydroelectric stations along the Madawaska, Ottawa and St. Lawrence rivers.

e  As part of the process to decommission the Nanticoke and Lambton generating stations, OPG has begun
executing demolition plans that will ensure that the stations are closed safely, securely and in an
environmentally responsible manner. The demolition of the Nanticoke coal yard equipment and structures is
in progress, with a contract issued in July 2017 for the demolition of the Nanticoke powerhouse and
associated structures. Project milestones for the Nanticoke site during the remainder of 2017 include
completing the removal of coal yard equipment and structures, demolition of the ash silos, and mobilization
of the contractor to prepare for the removal of the powerhouse and associated structures. A competitive
bidding process for the demolition of the Lambton GS is in progress, with a contract for the removal of the
powerhouse and associated structures expected to be awarded in 2018. An update of the associated asset
retirement obligations related to the Nanticoke and Lambton sites is expected to be finalized in the fourth
quarter of 2017.

Environmental Performance

There were no significant changes to environmental legislation affecting the Company during the third quarter of
2017. Disclosures related to the Company’s environmental policy and environmental risks can be found in OPG's
2016 annual MD&A.
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Profect Evcstlance

OPG s pursuing a number of generation development and other malor projects in support of Ontarice's electriclty
planning intiatives. OPG remains focused on delivering projects safely, on time, on budgetand with high guality.

The status updates for DPE's major projects as ot September 30, 2017 are outlined in the following table, with further
detals below.

Project Capital Approved  Expecled Current status
axpenditures budget in-sarvice
gmillions of doltars) Yeardo-date Life-to-date date
Dadington 524 4108 12,800°%  Firstunit- The sstup of specialized tuoling and
Refurbishment 2020 equipment needed for the removal of
Lastunit- Linit 2 reactor components was
2026 completed in the third quarter of 2017,

All feeder tubes have been removed
safely, and the remaoval of fust
channel assemblies is in prograss,
Construction activities on the Heawy
Watsr Sldrage and Drum Bandling
Facility witl recommenea following the
substantisl completion of the Ra-tube
Waste Processing Blilding In
Movembier 2017, Planning and
procurament activities for the
refurbishment of Unit 3 are
continuing. The overall projectis
tracking on schedule and on budget.

Pater Sutherand 38 274 300 2017 Thie station was placed in-service on
81, Hydroslsctric March 31, 2017, ahead of the
8 originally planned schedule, and is

expected 1o closs below the approved
budget. Profect cloze-out activities
are ih progress.

Ranney Falls 17 20 77 20198 Waork'is progressing on the exkpanded

Hydroelectis G& forebay, forebay wall concrate
replacement, powerhouse and
spitiway. The project Is tracking on
scheduls and on budget,

MNanticoke Solar 1 2 107 2019 Projact definition work Is continuing,
Facifity with construction planned to

cormmence in the first quarter of 2018,
Deap Geologic 7 e On August 21, 2017, the federal
Repository (DGR} Ministar of Environment and Climate
for lbow and Change requested further information
intermadiate lovel related to the project’s environmenial
radivactive waste assessmant (EAY GPG & assessing
(LAWY the new request.

1 The fotal project budget of $12.8 billion is for the refurbishment of all four units at the Darlington GS, inchuding the costs of the
pre-requisiie projects nsupport of the execution phase of the refurbishmert.
? Expenditures are charged against the nuclesr fived assel removal and nuclesr waste management fiabilities (Nudlear Liabilities).
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Dariington Belurbishment

The Darlinglon generating units are approaching their originally designed end-ofife. Refurbishment of the four
generating units is expected o extend the operating life of the station by approximately 20 years. The approved
budget for the four-unit refurbishment is $12.8 billion, which includes the costs of the pre-requiisite projects in support
of the execution phase of the refurbishment,

In 2018, the Darfington Refurbishment project transitionsd from the planning phase to the sxecution phase, as OPG
cammeanced the refurbishment of the first unit, Unit 2, in Golober 2016, as planned. The unit was taken offline on
Qotober 18, 2018, De-fueslling of the reaciorwas completed safely in January 2017, with 2 tolal of 480 fusl channels
de-fuelied, Islanding of Unit 2, the physical separgtion of the unit under refurbishiment Trom the thres operating units,
was completed in Aprll 2017, signifving the completion of the first major ssgment of the project

The second major segment incdudes preparatory work o supportt the removal of fesder tubes and fuel channel
aasemblies, followed by the removal of reactor components. The preparatory work was completed in the second
guarter of 2017, The Redube Tocoling Flatform for hosling the tooling for the remaval, inspection and installation
activities, and the setup of specialized tooling and squipment nesded for the removal and replasement of the reactor
components were completed in the third quarter of 2017, The disassembly of reactor components commenced in
August 2017, with the ramoval of all 860 feeder tubes complated safely in September 2017, The removal of fuel
channel assemblies is in progress and expected fo continue through the first quarter of 2018, Other key project
activities execited during the second segment include the completion of the primary side steam genarator layup,
installation of steam generalor access ports Io support fulire inspections, continuation of the major Wwrbine generator
overbaul and continued execution of the major electrical scope. ORG is also continuing o execute work to support
the requirements set out in the CNBC-approved P for the station.

Mozt of the pre-requisite projects, including construction of facilities, infrastruciure upgrades and installation of safety
enhiancerments, have been completed and placed in service. The Re-ube Waste Processing Bullding is sxpected to
be completed in November 2017 Completion of the Heavy Waler Storage and Drum Handling Facility (HWESF} has
been delayed due to challenges with construction. OFG suspended the project in the second guarter of 2017 1o
avaluate the best approach to optimize cost and schedule and complete the project. Sonstiuction activities for the
HWEE witl recommencs following the substantial complation of the Re-Wibe Wasts Frocessing Bujiding. This

sequencing ensures that the necessary rescurces are available for both projects and, through resource levelling,
supports improved execution and cost efficiency of these projects.

The HWSF is expected o be completed by early 2018 and is not on the entical path for the Darlington Refurbishment
project, which continues o back on schedule. OPG s in the process of fnalizing the incressed cost estimate for the
HYWBF  The changs in the cost estimate for the HWSFE will not irmpact the overall Darlington Refurbishrment budget of
$12 8 biflion, a8 it wil be accommodated within that budget. Taking into sccount the sxecution performance of the
Unit Z refurbishment, the overall Darlington Refurbishment project continues to frack on budget

DPFG's current application with the OEB for new regulated prices seeks an increase in the nuclear rate base, sffective
in the first quarter of 2020, to reflect the planned placement in service of the $4.8 billlen in capital expenditures upon
retum to servics of Unit 2, which includss expenditures incurred during the definition and planning phese of the
project. Based on OP('s proposal in the application, the revenue requirement impact of the differences between the
forecast Unit 2 in-service amount icluded in the requiated prices and the actual amounts placed in service would be
suliect to true up via the Capacity Refurtbishment Yananoe Account established by the DEB pursuant to Ontarfo
Ragulation 83/05. OPG's application propeses that the recovary of the HWSF's costs through regulated prices be
subiect to'a separate prudernice review by the DEB, to be conducted as part of & fulure GEB application,

iy addition to the sxecution of refurbishment activities on Lnit 2, OPG is continuing planning activities for the
refurbishment of the second unit, Pnit 3, and is entering into associated commitments to procurs major componants
that require long lead times. As of Beptember 30, 2017, $70 million has been invested in planning activities related to
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the refurbishment of the second unit, Unit 3. These planning activities are being undertaken in accordance with the
refurbishment project schedule.

Ranney Falls Hydreelectric GS

During the third quarter of 2017, OPG continued construction work for a 10 MW single-unit powerhouse on the
existing Ranney Falls GS site, as part of the Regulated — Hydroelectric segment. The new unit will replace an
existing unit that reached its end of life in 2014. The existing forebay structure demolition has been completed and
the upstream cofferdam has been constructed ahead of schedule. Construction continues on the expanded forebay,
powerhouse and spillway. Excavation work has been substantially completed and forebay wall concrete replacement
is in progress. The project's expected in-service date is in the fourth quarter of 2019, with a budget of $77 million.
The project is tracking on schedule and on budget.

Nanticoke Solar Facility

The construction of a 44 MW solar facility at OPG's Nanticoke GS site and adjacent lands under a Large Renewable
Procurement contract with the [ESO, through Nanticoke Solar LP, a partnership between OPG and a subsidiary of
the Six Nations of Grand River Development Corporation, is planned to commence in the first quarter of 2018.
During the third quarter of 2017, the partnership continued work to obtain approvals and permits required to enable
the commencement of construction, and progressed procurement activities for equipment and for engineering and
construction services. The facility is expected to be completed in the first quarter of 2019, with a budget of

$107 million.

Deep Geologic Repository for Low and Intermediate Level Waste

OPG has proposed a deep geologic repository as the preferred solution for the safe long-term management of the
L&ILW produced from the continued operation of OPG-owned nuclear generating stations. Agreement has been
reached with local municipalities for OPG to develop the L&ILW DGR on lands adjacent to the Western Waste
Management Facility (WWMF) in Kincardine, Ontario. The environmental effects of the proposed L&ILW DGR were
examined by the CNSC and Canadian Environmental Assessment Agency (CEAA)-appointed Joint Review Panel
(JRP) to meet the requirements of the Canadian Environmental Assessment Act. The JRP submitted its report on the
EA to the federal Minister of Environment in May 2015, concluding that, given mitigation, there is unlikely to be
significant envirecnmental impact from the project and recommending that the Minister approve the EA. In December
2018, at the request of the federal Minister of Environment and Climate Change, OPG submitted additional
information on certain aspects of the EA, including information related to alternate locations for the project. Following
its review of OPG's submission and a period of public comment, the CEAA requested further information that CPG
subsequently provided in May 2017. In June 2017, the CEAA notified OPG that it had sufficient and adequate
information to proceed with the next step of the environmental assessment process and advised that a draft report
and updated terms and conditions would be prepared for public review.

On August 21, 2017, the federal Minister of Environment and Climate Change requested OPG to update its analysis
of potential cumulative effects of the project on the Saugeen Gjibway Nation's (SON) physical and cultural heritage,
including a description of the potential effects of the project on the Nation's spiritual and cultural connection to the
land, taking into account the results of the SON Community Process. OPG is assessing the request. The L&ILW
DGR at the WWMF site remains OPG's preferred selution for the safe long-term management of the L&ILW.

OPG continues its engagement with the SON toward securing community support for the L&ILW DGR. The in-
service date of the L&ILW DGR is expected to be approximately six to seven years from the start of construction.
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Finanoial Btrength

As a cormmercial enterprise, OPG@'s financial prionity is to achieve a consistent level of strong financial performarnce
that delivers an appropriate level of return on the Bhareholder's investment amd positions the Company for fulure
growth.

Increase Revenus, Reduce Costs and Achisve Appropriate Relim

in May 2016, OPG filed a Syear application with the QEB for new regulated prives for production from its reguiated
hydroelectric and nuclesr facilities, with g proposed effective date of January 1, 2017, Conzistent with the
requirements of Ontaro Regulation 53085, the application incorporates a rate smosthing proposal that would defer,
for fiture collection, a portion of the approved annual nuclear revenue requirement for the peried from January 1,
2017 o the end of the Dadington Refurbishment project, with 2 view to making changes In OFG's regulated prices
more stable year aver year. The application sseks to ensure that nuclear regulated prices under the rate smoothing
approach allow for sufficient cash flow to meget the Company's liguidity needs, support cost slective funding for the
Darlington Refurbishment project end other expenditures, and maintain the Company's Investment grade cradit
rating, whils taking info gocount both near-term and fllure impacts o customers. OPG expects to recognize
amounts deferred under rate smoothing as income ih the perieds to which the underlying spproved revenus
regquirements relate,

The application will challenge and incentivize OPG o find additional cost reductions and efficiencies within its
operations, as a resull of greater de-coupling of nuclear and hydroelectric regulated prices from costs and a longer
rate-selting peried under the OEB's incentive raternaking framework, which forms the basis for the ratemaking
msthodologies reflected in the application.

In addition 10 an increase i the nuclser rate base o reflect the plannsd placement in service of capital expendityres
forthe Darlington Rafurbishment project, the application seeks an increase in the deemed capital structure applied to
the tolal regulated rate base 1o 49 percent equily and 51 percent debt, from 45 percent equily and 55 parcent debt
reflected in the existing regulated prices, effective in 27, The application also requests new rate riders, effective
January 1, 2017, to recovar or repay the December 31, 2015 balances in all of the Company's DEB-authorized
variance and deferral accounts, with the exception of the Pension & OPER Cash Versus Acorual Differential Deferral
Acoount and the portion of these balances previously approved for recovery or rapayment through rate riders that
ware In effect during 2018,

The public hearing process for the application was completed in the second quarter o 2017, The OER's decision on
the application, including the effective date of the new reguilated prices, is expscled in the fourth quarter of 2017,
Following the decision, the OEB is expected 1o issue an order establishing and implementing the new regulated
prices, including rate riders, based on the findings in the dedision.

Ensure Avallability of Coest Effective Funding

In April 2017, DERE Limited (DBRS) re-affirmed the long-term credit rating on OPG's debt at ‘A {low) and OPG's
commercial paper rating at ‘R-1 tlowy. Al ratings from DBRS have a stable cutlook. v July 2017, B8P Glebal
Ratings (88P) re-affrmed OPG's long-ferm oredit rating at 'BBE+ with a stable cutlock. S&F's commercial paper
rating for OPG s ‘A1 {Jow)

Bonisl Licenos

As the largest electriclty generator in Ontario with diverse operstions across the province, QPG hoelds itself
acoountable o the public and its employees, and continues to focus on mairdaining public trust. OPG is committed to
maintaining high standards of public safety and corporate citizenship, including environmental stewardship,
fransparency, community engagsment, and indigenous relations.
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OPG is focused on bullding long-term, mutually bensliclal working relationships with Indigenous communities,
businesses and organizations gcross Ontarie, and continues to support procurement, employment and sducational
opporiunities with its Indigenous community pariners. The Company seeks fo establish these relationships based on
a foundation of respect for the languages, customs, and political, social and cultural organizations of the Indigenous
communilies.

fn June 2017, GPG launched an Indigenous Business Engagement (IBE) Initiative. The purpose of this Initiative is to
increase gooess 1o procurement opportunities for Indigenous businesses interested in supplying materials and
sarvices to OPG. The IBE Initative is based on a strategy that will identify opportunities in contracts, scopes of work
and business plang for polential Indigenious business engagsment, include criteria related o suppliers’ ability to
engage of partner with Indigenous people or businesses in assessing procurement proposals; and invest in
relatiorships with Indigenous communities by increasing culreach efforts 1o enhance understanding of how to do
business with OFG. QPG continues to engege with Indigenous businesses and communities as well a3 s suppliers
o praomote the IBE Initiative. In September 2017, OPG pregented the IBE tothe Mohawk Council of Akwesasne
{Akwesasnie) As a result, the Akwesasneg plan 1o creats g database of businesses inthe communily that will
partivipate in contracting and supply opportunities with OPG. In September 2017, ORG hosted a similar presentation
to the Willlams Treaties First Nations, located proximats to the Plckering and Darlinglon nuclsar generating stations.

QPG s also developing recruiment plans targeting Indigenous peoples and, in Oclober 2017, parlicipated in several
Indigenous-specific career fairs.

QPG has a strategy to help position the Company as a leader in transportation electrfication v the provines, The
strategy alms to leverage the Company's clean, reliable and cost-effective aelectriclty to power transportation,
capialize on fture commercial growth opportunities, and enhance the Company's social icenge, OPG s pursuing
inftistives to increase the use of slectric vehidles within its operations, and is assessing vehicle grid intsgration and
hydrogen applications for the transportation secior.

Outionk

The financial performance of OPG's regulated operations is driven, in large part, by the culoome of applications for
regulated prices to the GEB. The existing base regulated prices were established by the OEB effective November 1,
2014 based on 2 forecast of costs and production for the requisted facilities for the 2014 to 2015 pericd. The fulure
outcoms of QPG's current application for new regulated prices, presently pending the OEB's decision, is expected to
provide substantial price certainty for the regulsted business or the 2017 1o 2021 perind. The sontinustion of existing
regulated prices during 2017 prior to the issuance of the QER's desision has reduced income, particularly from the
Fegulated ~ Nuclear Generation segment, and lowered ROE Exchuding ADCL

in itz application, OFG has requested January 1, 2017 as the effective date of the new regulated prices. In
Decembey 2016, the OEB issusd an order declaring the existing base regulated prices inferim, which preserves the
OEB's abilily to make the new regulated prices effective as sarly as January 1, 2017, Considsring the timing of
DPFG's application and DFG's procedural adhersnoe throughout the procesding, the Company belleves that the CEB
could mmake the new regulated prices effective January 1, 2047, This would allow OFG to recover the difference
between the approved new regulated prices and the existing regulated prices Yor the periad betwsen January 1, 2017
and the implementation dale of the new prices based on the OEB's erder. The OEB's decision on the application,
including the effective data of the new regulated prices, i3 expected inthe fourth guarter of 2017, The issuance ofthe
decigion in the fourth quarter of 2017 would result in OPG's revenue for that quarter reflecting the impact of the new
regulated prices, including the impact of any retrospective change In the regulated prices for the period between thelr
effective date and thelr implementation date. As such, the CGEBR's decision on the effective date, as well as the timing
of the decision issuance, could have g significant impact on CPG's financial results for the fourth quarter of 2017,

Nuclear base requlated prices resulling from ORG's current application will be subject to a rate smoothing
machanism thal defers collection of a portion of OEB-approved revenues 1o fulure pericds. As expecied, cotnbined
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with the expiry of rate riders in effect {o the end of 2016, the year-over-year reduction in nuclear generation due to the
Unit 2 refurbishment outage at the Darlington GS and the continuation of existing regulated prices until such time as
new prices are implemented by the OEB, this will result in lower cash flow from operating activities in 2017, compared
fo 2016. OPG expects to continue to have the necessary financial capacity and sufficient access to cost effective
financing sources to continue to fund its capital requirements and other disbursements.

Lower nuclear generation due to the Darlington Refurbishment outages will continue, as planned, to negatively
impact the Enterprise TGC metric for the duration of the refurbishment project. Variability in sustaining capital
investment expenditures, including major sustaining projects for the hydroelectric operations, also will impact the
Enterprise TGC in future periods.

Several CEB-authorized regulatory variance and deferral accounts currently in place contribute to reducing the
relative variability of the Company’s income and ROE Excluding ACCI. Among others, the regulatory accounts
include those related to the revenue impact of variability in water flows and forgone production due to SBG conditions
at the regulated hydroelectric stations. As there are no variance or deferral accounts in place related to the impact of
generation performance of the nuclear stations on revenue from base regulated prices, the Regulated — Hydroelectric
segment generally is expected to produce overall more predictable earnings. OFG continues to operate and maintain
its nuclear facilities with a view fo optimize their performance and availability, while focusing on improving the overall
reliability and predictability of the fleet.

Electricity generated from most of OPG's non-regulated assets is subject to Energy Supply Agreements with the
IESC. Based on these agreements, OPG expects the Contracted Generation Portfolio segment to continue to
contribute a generally stable level of earnings and cash flow from operations going forward.

OPG's total forecast capital expenditures for the 2017 year are approximately $2.0 billion. This includes amounts for
the Darlington Refurbishment project, hydroelectric and other development projects including the completion of the
Peter Sutherland Sr. G5 and work on the Ranney Falls GS expansion, and sustaining capital investments across the
generating fleet. OPG's major projects are discussed in the section, Project Excellence.

In addition to the operating and financial performance of the electricity generation business, OPG's results are
affected by the earnings on the Nuclear Segregated Funds, which are reported in the Regulated — Nuclear Waste
Management segment. While the Nuclear Segregated Funds are managed to achieve, in the long term, the target
rate of return based on the discount rate specified in the ONFA, the rates of return earned in a given period can be
subject to various external factors including financial market conditions and, for the portion of the Used Fuel
Segregated Fund guaranteed by the Province under the ONFA, changes in the Ontario consumer price index (CPI).
In the near term, these factors can be volatile and cause fluctuations in the Company’s income. This volatility is
partially mitigated by the impact of the OEB-authorized Bruce Lease Net Revenues Variance Account and the funded
status of the two segregated funds, discussed below.

As OPG does not have the right to withdraw surplus amounts from the Nuclear Segregated Funds, OPG limits the
amount of Nuclear Segregated Funds assets reported on the balance sheet to the present value of the underlying life
cycle funding liabilities per the most recently approved ONFA Reference Plan. This reduces the volatility of earnings
on the Nuclear Segregated Funds reflected in net income when the funds are in a fully funded or overfunded position.
As at September 30, 2017, the Decommissioning Segregated Fund was overfunded by approximately 23 percent,
and the Used Fuel Segregated Fund was marginally overfunded, by less than one percent, based on the 2017 ONFA
Reference Plan. Variability in asset performance due to volatility inherent in financial markets and changes in Ontario
CPl, or changes in funding liability estimates, may result in either or both funds becoming underfunded in the future.

The Fair Hydro Plan is not expected to have a material impact on the Company's net income for the year ended
December 31, 2017.
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DISCUSSION OF OPERATING RESULTS BY BUSINESS BEGMENT

Regulsted - Nuclesr Gengration Segment

Three Months Ended Mine Months Ended

September 30 September 30
{miflions of doflars) (ungudited) 2017 2016 2017 2016
Revenue 2581
Fuel expense 238
CAross margin 2,382
Opearationg, maintenance and administration 1,865
Depreciation and amortization 821
Properly laxes 14
income (loss} before other Ipsses, interast, and iheome taxes 17

Cther losses

Incoma (loss) before interest and incorme taxes

Far the three and nihe month pericds ended September 30, 3017, the segment earnings decreased by $37 million
and $284 million, respeciively, compared to the same periods in 2018, The dedrease i sarnings was axpected and
primarily due to reduced revenug from the nuckear base regulated price of approximately $24 million and $230 million,
respectively. The decrease for the nine months anded September 30, 2017 was partially offset by an associated
year-over-year decrease in fuel expense. The decrease in revenue during the three and nine month pericds anded
September 30, 2017, compared 1o the same perinds in 2018, reflected lower electricity generation of (.4 TWh and
4.0 TWh, respectively, primarily due to the ongoing Unit 2 refurbishrrent outage at the Rarlington GS that bagan in
October 2018, without & corresponding increase in the base requisted price. The existing nuclear base regulated
price set by the OEB in 2014 continues fo be ineffect pending the OEB's decision on OFPG's application for new
regulated prices, proposed to be effective onJdanuary 1, 2007, The exigting price does not reflect the lower
generation as a resull of the Darlington Refurbishment project, as it was set to allow the Company 1o recover its
approved nucksar costs over a higher nuclear preduction voltirme, based on the 2014 and 2015 outage protile that did
not incluyde a refurbishment outage. The reduction in nuclear elactricity generation for the three months ended
Saptemnber 30, 2017 was largely offset by the higher electricity generation from the Pickering 38

OMEA expenses decreased by $10 millien during the third quarter of 2017, compared {o the same period In 2018, as
a result of a higher materials and suppdies obsolescende charge recognized in 2016, OMBA expenses increased by

$28 million during the nine months ended September 30, 2017, compared to the same pered iy 2015, mainly dug to

planned maintenance activities in 2017,

Deprecistion and amoerization expense, excluding amoriization expense rélated to regulatory acoount balances,
incressed by 816 milliorn and $30 million during the three and nine maonth pericds anded Seplember 30, 2017,
respectively, comparad fo the same periods in 2018, primarily due 16 new assets iy service.

The-expiry of an OEB-authorized nucltear rate rider on December 31, 2018 contribiited to the decrease in segment
revenus forthe three and nine month periods ended September 30, 2017, comparsd to the same periods in 2018,
As the rate rider aliowed for the recavery of approved balances in OEB-authorized regulatory acocounts, this devreases
in revenue was largely offset by a decrease in amartization expense related to these balances, There was no rate
rider in effect during the nine months ended September 30, 3017, pending the oulcoms of OPGE's current application
to the DEB for new regulated prices.
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The Linit Capability Factors for the Datlington and Pickering generating stations wers as follows

Three Mosths Ended Mine Months Ended
September 30 September 30
2017 2018 207 2016

Unit Capability Facter (%) .
Darlington B8 89.6 &
Pickering GS 887 F7.3 838 73.8

U The rakear Uit Capabilty Factor excludes unitis) during the period in which they are undergoing refurbishment, Accordingly,
Linit 2 of the Darlington G385 was excluded from the measiurs effective Ootober 15, 3018, when the unil was taken offing for
refurbishment.

The Unit Capability Factor at the Darlington 38 increased in the third guarter of 2017, compared o the same guatter
in 2018, pricmarily due to the fowar number of planned cutage days in 2017, The lower Unit Capabillty Factor st the
Dardington G8 for the nine months ended September 30, 2017, compated to the same period in 2018, reflected the
higher number of planned outage days in the first half of 2017, largsly driven by constraints relaled to the fransition of
the station toward refurbishment.

The Increase in the Unit Capability Factor at the Plckering GS for the three and ning month periods ended
September 30, 2017 was primarily due to outage optimization, favourable unit condiions and exeaution of planned
outage work resulling in a lower number of unplanned and planned outage days af the station compared to 2018,

Regubaied - Nuclasr Wasle Managemant Sagment

Three Months Ended Mine Months Ended

Seplember 30 Seplember 30
(millions of doflars) tunaudited) 2007 2018 2017 2018
Revenis 36 102
Qperations, maintenance and administration 38 e 108
Accretion on nuclear fixed asset removal and nuclear waste 228 898 884
management labilities . o
Eamings on nuclear fixed asset rermoval and nuclear waste {1986} {248) 1579) {6203
management funds
{Loss) Income before interest and income takes {38} 18 {123}

The segment loss befors interest and hcome taxes was $38 million and 5123 million during the thres and ning month
petiods ended September 30, 2017, respectively, a decrsass in sarmings of §54 million and $53 million compared to
the same parods in 2018, The decling in eamings was primarily due to lower earnings from the Nuclear Segregated
Funds, net of the impact of the Bruce Lease Net Fevenues Variance Account, reflecting earnings from market refurns
on fund asssts and the CPlLadjusted rate of return guarantsed by the Province Tor the portion of the Lised Fuel
Segregated Fund related to the inttlal 2.23 million used fuel bundles {rate of return guarantee) in the third quarter of
2018,

As both the Decommissioning Segrenated Fund and the Used Fuel Fund were in ah overfunded position during the
three and nine month periads ended Septamber 30, 2017, compared o the underlying funding lablities per the
approved ONFA Reference Plan, the sarnings on the funds recognized in net income during these pericds refledted
the growth rate in the present value of the funding liabiliies and were not impacted by market returns and the rate of
return guarantee. The higher sarmings on both funds during the three and nine month periods ended Septembser 30,
2018 reflected markst returns and the rate of retum guaraniee, a3 the Decommissioning Segregated Fund became
over 120 percent funded during the third guarter of 2018 while the Used Fuel Fund was underfunded. Market returns
and the rate of return guarantee in the third guarter of 20186 were higher than the funding lishilitias’ growth rate
raflected in fund eamings during 2017, resiiling in a year-over-year decreass in the amount of samings recognized In
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net income. Further detalls on the accounting for the Nuclear Segregated Funds can be found in OPQ's 2016 annual
MOSA In the section, Crilicel Accounting Policies and Estimales under the heading, Nudlear Fived Asssf Removal
and Nuclear Waste Management Funds.

As of December 31, 2018, OPG recorded 3 decrease of approximately 51,570 million to the Nuclear Ligbifities and
associated asset retirement costs capitalized as part of the carrying value ¢of the nuclear generating stations, The
resulting year-overyear decreases iy accretion on fixed asset removal and nuclear waste managemant Habilities
recorded in the Regulated — Nuclear Waste Management segrnent and depreciation and fuel expenses recorded in
the Regulated - Muclear Gensration segment during the three and nine month periods ended Seplember 3G, 2017,
compared to the same pericds in 2018, were offsel by the ifnpact of the Bruce Legse Net Revenues Variance
Account and the Nuclesr Lisbility Deferral Account authorized by the OER.

Linder the currert OEB-approved cost recovery mathodology, these changes in expenses also gre not sxpected o
matsrially affect OPG's income during the fourth quarter of 2017, as they are expected 1o continus to be offset by the
impact of the regulatory accounts until such time as the OEB implements cotrespanding changes to OPG's regulated
prices, and thersafter by the impact of such new regulated prices. Further detalls on the changs in the sslimate of
the Muclear Ligbiliies as of Decambet 31, 2018 are described in OPG's 2016 annual MD&A In the section, Crifical
Accounting Fofivies and Eslimates under the heading, Asset Relirement Qbligation.

Fagulated ~ Hydrosleotric Segment

Three Moniths Ended Nine Months Ended

September 30 Beptember 30
{millions of doflars) tunaudited) 2017 2016 2017 2016
327 350 1,148
a8 25 259
Gross margin 239 262 889
Opsrations, maintenancs and administration a1 287 238
Depraciation and amortization 34 58 168
Property tax 1 1 1
income befors other losses [gans), interest and income aves 123 118 481
Other losses {gains) 1 1 (19}
Income before interest and income taxes 22 117 A4 500

Y During the thres and rire month perods endad Septamber 30, 2017, the Regulated — Hydroelectrin segment revenue inpluded
incentive payments of $4 mitlion and 39 million, respectively, related to the OEB-approved hydroelecic inventive mecharism
{three and nine month periods ended Seplember 30, 2016 ~ incentive payments of 35 million and 58 million, respectively). The
mechanism provides a pricing incentive 1o OPG to shift hydroelectinia production from lower market price periods o higher market
price periods, reducing the overall tosts fo customers. The incentive payments are redused fo rermove insentive revenues arsing
irv cornection with SBG conditions,

The increase in segment income before interest and income taxes of 35 million during the third quarter of 2017,

compared to the same quarter in 2018, was primarily the result of 3 decrease in OMBA expenses, mainly dus to the

deferral of outages and repairs and maintenance work during the high water pefiod in 2017

The decrease in segment income before inlerest and income taxss of $28 million during the nine months snded
September 30, 2017, compared to the same pericd in 2016, was primarily due to a gain of $22 millon recognized
during the first quarter of 2018 to reflect the OER's January 2018 decision reversing a portion of an ealier capital cost
disallowance ralated 1o the Niagara Tunned project expenditures, in response to a motion by OFG, The income
irmpact of OEB-approved varlance accounts also contributed o the vear-cver-year decrease In icome for the period,
These factors were partially offsel by lower OMBA expenses in the third quarter of 2017,

The decregse in revenue from the segment Tor the three and ning month periods snded Seplember 30, 2017,
comparad to the same periods In 2018, was largely dus o the expiry of an CEB-autharized hydroslectric rate rider on
Decamber 31, J018. As the rate rider aliowed for the recovery of approved balances in DEB-authorizad regulatory
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accounts, this decrease iy revenus was largely offset by lower amortization expense related to these bhalances,
Thers was no rate fider in effect during the first nine months of 2017, pending the outcome of OPG's current
application fothe GEB for new regulated prices,

The Hydroslectric Availability Tor the stations included in the Regulated ~ Hydroslectric segment was as follows:

Three Months Ended Nine Months Ended
September 30 September 30
27 2018 2017 2018

Hydroelectic Availability (%) 816 54,1

The Hydroglectric Availability in the third quarter of 2017 was higher compared tothe same peried in 2018, primarily
dus 1o & higher numbser of planned olitage days in 20186 as a result of the refurbishment of the Bir Adam Beck Pump
GS regervolr betwaen April 2018 and February 2017, The marginal decrease in the Hydroelestric Availability during
the nins months ended September 30, 3017, comparad to the same period in 2018, was peimarily dueto a highsr
number of unplanned sulage days at the Northwestern Ontario and MNiagara region hydroelestric stations, partially
offset by higher availability from the 8ir Adam Beck Pump G&.

Contravied Gensration Portfodio Bagiment

Thres Months Ended Nine Months Ended

September 30 September 30
{miflions of doflars) (ungudited) 2017 2018 2017 2016
Revenue 43

1
42

Fuel expense

Gross margin

Operations, maintenance and administration
Deprecigtion and amortization

Aceretion on fixed asset removal Habilities

Propetty taxes

Income from investments subject to significant influence
ncorme before other loss, interest and income taxes 28
Cther losg - 9 “ 1

income before interest and ncome faxkes 75 74 229 218

income before interest and income {axes from the segrment increased by %1 million and $10 million during the three
and nine montly periods ended Seplember 30, 2017, respectively, compared o the same periods in 2018, The
increase in earnings for the three months ended September 30, 217 mainly resulted from revenues from the Peler
Sutherland Sr, G that was placed in-service al the end of the first quatter of 2017 and lowsr OMEA axpenses,
partially offset by lower revenue from the Atikokan G8. The decrease in revenue from the Atikokan G8 was primarily
due to hgher revenuss In 2018, whan the station was called upon to provide the needed support to the electricity
system in Northwestern Ontario as a resull of an outage at a lecal transformer station. For the nine months ended
September 30, 2017, the increéase in samings was primarily dus o lower OMS&A expenses. The lower OM&A
expenses for the three and nine month periods ended SBeplember 30, 2017 were mainly due 1o the prospective
adeption of the full yield curve appreach to the estimation of the service and interest cost components of pension and
DOPEB costs starting in 2017,

OMTARIOPOWER GEMERATION 23



The Hydroslectric Avallability and the Thermal Equivalent Forced Qutage Rate {(EFOR) for the Contracted Generation
Portfolio segment were as ollows:

Three Months Ended Mine Months Ended

September 30 September 30
2017 2016 2017 2016
Hydroslectric Avatlability (9%} 1'6;6,? 682 788 78.8
Thermal EFOR %) 28 2.1 B0 1.3

Lower Hydroslectric Avallability during the three and nine month petieds ended September 30, 2017, compared to
the same periods in 2018, was primarily due to an increase in the number of planned outags days at the Lower
Mattagami River hydroelectric generating stations.

The higher Thermal EFOR during the three and nine month pededs snded September 30, 2017, campared to the
same pericds in 2016, was primarily due fo g higher number of unplannad outage days gt g Lennox B8 unit as a
result of a transmission outage and a generatorrelated outage in 2077

Bervices, Trading, and Giher Non-Gensration Segmend

Three Months Ended  Nine Months Ended
September 30 September 30
{mitlions of doflars) tunaudited) 2017 2018 2017 2016

Revenue 9
Fuel expense

Grogs margin

Oparations, maintenance and administration

Deprecigtion and amortization

Accretion on fixed asset remaoval Habilitles

Propeity taxes

{Loss} incorme before other gains, intsrest, and income taxes
Other gains

{Lozs) income heforg interest and ihcoime 1axes

Segment earnings improved by $7 millien during the third quarter of 2017, compared {0 the same quarter in 2018,
The improvement in eamings refiscted higher OMEA sxpenses in the third quarsr of 3016 as a result of 3 witte-off of
project expenditures and the decision taken in the fourth quarter of 2018 to proceed with the decommissioning of the
Lamblon 38 Expenditures incurred in sennection with the decommissioning activities at the Lambton 58 are
charged against a previcusly established decommissioning provision,

Sagment incorne before interest and income taxes increased by 3380 million forthe nine months ended

Baptember 30, 2017, compared 1o the same perod in 2018, The increase in eamings mainly reflected the gain on
the sale of OPE's head office premises and associated parking facility recorded during the second quarter of 2017 as
well g3 lower OMEA expenses, partially offset by a decrease in rental revenue due o the sale of the head office
premises.
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LIQUIDITY AND CAPITAL RESOURCES

OPG's primary seurces of liquidity and capital are funds generated from eperations, bank financing, cradit facilities
provided by the Ontardo Electrictty Financial Corporation {CEFC), long-term corporate debt, and capital market
financing. These sources are used for multiple purposes including! 1o Invest in plants and technologies, to underiake
major projects, to fund long-term obligations such as contributions to the pension fund and the Nuclear Segregated
Funds, o make payments under the OPEB plans, to fund expenditures on the Muclear Liabilitles net reimbursalie
from the Nuclear Segregated Funds, o service and repay long-term debt, to provide general working capital, and fo
fund OPE's Investment in the Fair Hydro Plan,

Changes In cash and cash equivalems for the three and nine month periods ended Seplember 30 wers as follows:

Three Months Ended Nine Months Ended

September 30 September 30

{miifions of dollarg) Gunaudited) 2017 2018 2017 2018
Cash and cash equivalents, beginning of periad 242 285 186 484
Cash flow provided by operating activities 530

Cash flow used in investing activities {380

Lash flow provided by {used in} financing activities {9}

Met increase {declease) 131

Cash and cash squivalents, end of period 426 280 496

For g discussion of cash flow provided by operating activities and the FFO Adjusted Interast Coverage ratio, refer to
the details in the section, Highights under the heading, Overview of Resulfs.

fventing Activitiss

Elsctricity generation is a capital-intensive business. It requires continued investment i plants and technologles to
maintain and improve oparating performance including asset reliability, safety and environmental performanee, to
increase the gererating capacity of existing stations, and to invest in the development of new generating stations,
emerging technolagies and other business growth opporiunities.

Cash flow used In investing activities duning the third quarter of 2017 was $463 million, compared to 330 million for
the same pariod in 2018, The increase i cash flow used for investing activities mainly resulied from higher
expenditures on the Darlington Refurbishment projeat in the third guarier of 2007,

Cash flow used in investing aciivities decreased by 3533 million for the nine months ended September 30, 2017,
compared 1o the same pevied in 2018, The decrease in net cash How used in investing activities was primavily dus 1o
the receipt of proceeds from the sale of OPG's head office premises and associated parking facility inthe second
guarter of 2017 and the acquisition of ning million common sharss of Hydre One Limited (Hydro Qne) in the second
guarter of 2018, partislly offset by higher expenditures on the Dardington Refurbishiment project in 3017, OPG
acquirsd the Hydre One shares for investiment purposes, to miligate the ek of future price volatility related to the
Comipany's Tulure share dellvery obligations under the current collective agreements with the Powsr Workerg’ Union
and The Bocisly of Energy Professionals.

Pursuant to a Shareholder Declaration and a Shareholder Resolgtion, and as prescribed in the Trilfium Trust A,
2014, OPG 15 required to transfer the proceeds from the sale of head office premises and associated parking facility,
net of preseribed deductions underthe Adt, into the Province's Consolidated Revenus Fund, OPG expects that the
amount of designated proceads 10 be transfarred into the Consolidated Revenue Fund will be largely consistent with
the after-tay gain onsale. The transfer is expected 1o take place as early as in the Tourth quarter of 2017,
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Finaneing Activithes

OPG maintains a $1 billion revolving commitied bank cradit facility, which is divided info bwo $500 million multi-vear
termtranches. in the second quarter of 217, OPG renewed and extended the expiry date of buth tranches from
May 2021 to May 2022, Therewere no amounts oulstanding under the benk credd facility as at September 30, 2017

There was $160 million of commercial paper oulstanding under ORPG's commercial paper programas.at
Beptember 30, 2017,

As at September 30, 2017, OPG also maintained 325 milllon of short4erm, uncommitted overdrafl facilities, and a
further $463 million of shorterm, uncommitted credit faciliies, which support the issuance of the Letlers of Credit
OPG uses Letters of Credil to support its supplemsntary pension plans and for other general carporate purposes. As
at September 30, 2017, a lotal of $388 million of Letters of Credit had been issued under these Taclities. Thig
iricluded $348 million for the supplementary pension plans, $38 milion for general corporate purposes, and 1 million
related to the operation of the PEC

The Company has an agraement to sell an undivided co-ownership interest in its current and fulure accounts
receivable to an independent trust, expiring on November 30, 2018, The maximum amount of co-cwnership interest
that can be scld under this agreement is $180 million. As at September 30, 2017, no borrowings were issued under
this agreement and there were Lelters of Credit outstanding under this agreament of $150 million, which were issusd
in suppoit of DPGE's supplementary pension plans.

As at Septernber 30, 2017, Lower Mattagami Energy Limited Parnership (LME) maintained a 5400 million bank
cradit facility to support the funding requirements for the Lower Mattagami River project including support for LME's
commercial paper program and the issuance of the Lelters of Credit. The facllity consists of a $300 million tranche
wihich, in the third quarter of 2017, was extended 1o mature in August 2022 and a $100 million tranche which, in the
third guarter of 2017, was reduced from 8200 milfion and extended to mature in August 2018, As at Baptember 30,
2017, thers was no exiemal commercial paper outstanding under LME’s commercial papsr program. A lstler of
credit of $55 million was issued in July 2017 and remains putstanding as af September 30, 2017 under the

$300 million tranche of LME's credit facility,

In June 2018, OPG entered into a 3700 million general corporate credit facility agreement with the OEFC, with an
expiry date of December 31, 2017, Inthe third quarter of 2017, the agreement was amended o Increase the credit
facllity to §2,350 million and 1o extend its axpity dale 1o December 31, 2018, As st September 30, 2017, therg were
long-term borrawings of 3800 millon outslanding under this credit facility.

iy February 2017, OPG issued senior notes payable tothe QEFC totalling $200 million and maturing in February
2047. The effective interest rate and coupon inferest rate of these notes wag 4.14 pereent. In June 2017, OPG
issued senior notes pavable i the OEFC totalling $100 million and maturing in June 2047, The effective interest rate
and coupon interest rate of thess notes was 3.85 percent. In August 2017, OPG ksued seniar noles payable to the
CEFC ptalling $100 milion and maturing in August 2047, The effective interast rate and coupon interest rate of
these notes was 3.88 percent. In September 3017, OPG lssued senior notes payable to the CEFG totalling

$400 million and matuwring in Septembier 2047, The sifective interest rate and coupon interest rate of these notes
was 4.07 peroent

in Dctober 2017, OPG issued 3500 milllon of senior notes payvable under a Medium Term Note Program. The notes
bear a coupon inferest rate of 3.32 peroent and an effective rate of 3.43 percent, payable sembannually until maturity
on Cotober 4, 2027, The offering was made under OPG's $2 billion short form base-shelf prospectus dated
September 12, 2017, The net procseds will be ussd for general corporats purposes and the financing of OPG'y
subordinated dabt investiment in the Fair Hydro Plan,

As al Seplember 30, 2017, OPG's lohg-term debt oulstanding was 55,482 million, including $628 millien due within
O Year.
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OPG continues o evaluate arangements thal would appropriately support the Campany's financing needs and
capital sxpenditure programs,

Comtraciugl and Commeraiel Commtments

Pansion Plan Acluadal Valuation

A new actuarial valuation of the ORG registered pension plan was filed with the Financial Services Corrmission of
Ontario v September 2017, with an sfective date of January 1, 2017, The annual Junding requiremsnis in
geoordance with the new actuariz! valuation are 3212 million for 2017, $215 millior for 2018, and 3219 million for
2018, The next actugrial valuation must have an effective dale no later than January 1, 2020,

BALANCE SHEET HIGHLIGHTS

The following section provides highlights of OPG's unaudited interim consolidated financial position using selected
balance sheet data:

As At
September 30 December 31
{mithions of dollars) (unsudited) 2017 2018
Property, plant and equipment - net 20,801 19,998
The increase was primarnily due to capital expenditures on the Dadington
Refurbishment project, partially offset by deprecigtion expensge.
Nuclear fixed asset removal and nuclear waste management funds 16,534 15,084

feurrent and non-current porbons)

The increase was primanly dug to earnings on the Nuclear Segregated Funds,
parfially offset by relmbiirsemants of eligible expenditures on nusiear fixed
asset removal and nuclear waste management activitiss.

Shortterm debt 180 2
The incraase was due to commercial paper issued under OPG's commeroial
paper program during the third quarter of 2017,

Fixed assel removal and nuclear waste management liabilities 19,484

The increase was primarily a result of geeretion expense representing the
increase in the labilities due to the passage of time, partially offset by
expenditires on muclear fived asset removal and waste managemant
activities,

OffBalance Sheet Arrangements

i the nonmal course of operations, OPG engagss in g varisty of ransactions that, under US GAAP, ars either not
recorded in the Company's Interim consolidated financial statements or are recordad in the Company’s Interim
congolidated financial statements using amounts that differ frem the Tull contract amounts. Principal of-balance
sheet activities for QPG include guarantess and long-term contracts.
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CHANGES IN ACCOUNTING POLICIES AND ESTIMATES

OPG's significant accounting polivies are outlined in Note 3 to the audited consolidated financial slatements as at and
for the vear ended December 31, 2016, A discussion of recent accounting pronouncements and change in
asccounting estimate are included in Mote 2 to OPG's unaudited interim consclidated financial siatements as at and
for the three and nine month pericds ended Seplember 30, 2017 under the heading, Significant Accounting Policies
and Estimates. Disclosure regarding OPG's oritical accounting policles is included in OP@'s 2018 annual MDEA,

RISK MANAGEMENT

The following provides an update to the discussion of the Company's risks and risk management activities included in
OPE's 2018 annual MDEA. As such, the disclosure in this section should be read In conjunction with the Risk
Meanagement section included in the annual MD&A.

Risks to Schieving Project Bxvellenge

Deep Geulogic Repository for Low and Intermediate Level Waste

In August 2017, the federal Minister of Environment and Glimate Change requested OPG o updats its analysiz of the
potential cumudative effects of the LRILW DGR project on the physical and cullural heritage of the SON, taking into
account the results of the SON Community Process. OPG continues to work with the SON; hewever, the iming and
autcorne of the SON Cormmunity Frocess and the EA decision by the Minister are uncertain.

Fisks to Maintaindng Flnancial Strangih
Commadity Markels

Changes i the market price of fusls used to produce slectiiclty can gdversely impact OPG's earnings and cash fow
from opergtions.

To mahags the tisk of unpredictable increases i the price of fugds, the Company hasfuel hedging programs, which
include fixed price and indexed contracts.

The percentages hedgad of DPQ's fuel requirements are shown in the following table. These amaunts are based on
vearly forecasts of generation and supply mix, and as such, are subject to change as thess forecasts are updated.

2017 ! 2018 2018

Estimated fuel requiraments hedged ? T3% T3% £8%

1 Based on actual fu! requirements hedged for the nine monthe ended September 30, 2017 and forecast for the remainder of the
year.

Represents the approximate portion of megawatt-hours of expected generation production {and year-end inventory targats] from
gach type of OPG-operated facility {nuclear, hydroglectrie and thermal) for which the Company hes antered inte contractusl
arrangements of obligations inorder o secure the price of fugl, or which ts subject to regulation. In the case of hydroslectric
generation, this represents the gross reverue charge and water rental charges, Excess Tuel inventories (nuclear and thermal} in
g ghven year are attribuled 1o the next year for the pufpose of measwing hedge ratios.

%

Foreign Exchands

OPGs eamings and cash flow can be affected by movements i the Unfted States doflar (USD) refative o the
Qanadian dollar.

OPG's financisl resulls are exposed fo volatility in the Canadian/UB foreign exchange rate as fuels and cerlain
supplies gnd services purchased for generating stations and major development projects are denominated in, orfied
to, USD. To manage this risk, OPG peripdically ermploys vanous financial instruments such as ferwards and other
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derivative contracts, in accordance with approved risk management policles. As at September 30, 2017, OPG had
no forelgn exchange contracts oulstanding.

Trading

QPGE's fnancial performance can be affacted by its frading activilies.

OPG's electriclty trading operations are closely monitored, with total exposures measured and reported (o senior
management on & dally basis. The main metric used 1o measure the Tinancial risk of trading activity is Value atf Risk
faR). VaR is defined as 3 probabilistic maximum petendia! fulure loss expressed in monetary terms for a portfolio
based on normal marked conditions over a set period of time. Forthe third quarter of 2017, the VaR utilization ranged
batween $0.2 million and $0.3 million,

redit

Deterioration in energy markets counterparty credit and non-performarnice by suppfiers and contraciors can adversely
impact QPG's samings and cash fiow from opsrations.

DOPG manages its exposure to suppliers or counterparties by evalusting thedr financial condition and negotiating
approptiate collateral or other forms of securtty. OPG's credit exposure relating to energy markets transactions as at
September 30, 2017 was $358 million, including 3348 million with the IESD. Manggement considers the Company's
risk ekposure relating to-elecirichty sales through the IESCG-administered spot market to be low as the IEBD oversees
the credit worthiness of all market participants. In accordance with the [ESO's prudential support requirements,
market partivipants are requifed o provide collateral to cover funds that they might owe o the market, Cfthe

$10 million remaining exposure as at SBeptermber 30, 2017, over 85 percent was related o investment grads
gounterpariies

Ontario’s Fair Bydros Blan

OFG s role in oonnection with the Fair Mydro Plan could have reputational impacts on the Company.

The Unlaric Fair Hwdro Plan Aot 2017 received Roval Aszent on June 1, 2017 and the associated dgeneral regulation
came inte Torce in.dune 2017, As the Financial Services Manager of the Fair Hydro Plan, OPG's reputation could
potentially be adversely impacted through thiz involvernent and through stakeholder opinions related to this
involverment

Recovery of Pension and QPEE Costs

On September 14, 2017, the OER issued itz finyd repart on the gulding principles and the polioy for recovery
mechanisms of pension and OFEB costs of rate regulated uilities in the electricly and natural gas sectors. The
report reaffirmed the conclusions of the indtial report issued in May 2017, including the establishment of the aderual
basis of accounting as the defaull rate-sefting method and the establishment of a variance acoount 1o record
asymmitric carrying charges in favour of ratepayers on the differences between the acorual costs recovered and
cash payments made by a ulility In respect of pension and GPEB plans. The repoft requires OPG o continue to
record differences belween pension and OPEB acorual costs and cash payments in the Pension & OPER Cash
YVarsus Accrugl Differential Deferral Account thet has been in effect since Novermnber 1, 2014, untif such tims gs the
QEB approves the resumption of the accrual basis of recovery. The future recovery of amounts recorded inthe
aocount will be subject to this approval. The final report confirmed that OPG would bacome subject to the carrying
charges on the differences belween accrual costs and cash paymants going back to November 1, 2014, with the
charges calculated on the portion of such differences that have been recovered through requlated prices. The
carrying charges will be determined al a prescribed interest rate set guarterly by the DEB based on the guarterly
retum of @ midderm corporate bond index yisld, This cuicome has reduced OPG's risk related to the rscovery of
actual pension and OPEB accrugl costs and the recavery of the balance in the Pension 8 OPEB Cash Versus
Acorual Differentinl Deferral Acoount, whicl Is recognized g5 a regulatory assetl on the Company's consolidated
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balance sheet. OPG's financial results for the three and nine month periods ended September 30, 2017 were not
impacted by the issuance of the OER’s report.

RELATED PARTY TRANSACTIONS

Given that the Province owns all of the shares of OPG, related parties include the Province and other entities
controlled by the Province.

The related party transactions summarized below include transactions with the Province and the principal successors
to the former Ontario Hydro's integrated electricity business, including Hydro One, the IESO and the OEFC. The
transactions between OPG and related parties are measured at the exchange amount, which is the amount of
consideration established and agreed to by the related parties. As one of several wholly owned government business
enterprises of the Province, OFG also has transactions in the normal course of business with various government
ministries and organizations in Ontario that fall under the purview of the Province.

The related party transactions are summarized below:

Three Months Ended

September 30
2017 2016
(milfions of dolfars) (unaudited) ~ Revenue | Expense Revenue Expense
Hydro One
Electricity sales 2 - 1 -
Services = 3 - 3
Dividends 2 - 2
Province of Ontario
Decommissioning Fund excess funding ' - {44} - 201
Used Fuel Fund rate of return guarantee and = {39} - 295
excess funding
Gross revenue charges - 27 - 28
ONFA guarantee fee - 2 - 2
Other = 2 -
OEFC
Gross revenue charges = 62 - 57
Interest expense on long-term notes - 40 - 42
Income taxes, net of investment tax credits - 23 - 28
IESO
Electricity related revenue 1.126 4 1,293 7
1,130 g0 1,296 663
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Nine Months Ended

September 30
2017 2016
{millions of doflars) (unaudited) | Revenue  Expense Revenue Expense
Hydro One
Electricity sales 7 - 4 -
Services 1 g 1 12
Dividends 8 - 4 -
Province of Ontario
Decommissicning Fund excess funding ' - 164 - 137
Used Fuel Fund rate of return guarantee and - 217 - 190
excess funding '
Gross revenue charges - 84 - 91
ONFA guarantee fee = 6 - 6
Other - 3 -
CEFC
Gross revenue charges - 156 - 147
Interest expense on long-term notes = 122 - 127
Income taxes, net of investment tax credits w 132 - 112
IESO
Electricity related revenue 3,228 11 3,804 22
3,242 903 3,903 844

The Nuclear Segregated Funds are reported on the consolidated balance sheets net of amounts recognized as due to the
Province in respect of excess funding and, for the Used Fuel Segregated Fund, the Province’s rate of return guarantee. As at
September 30, 2017 and December 31, 2016, the Nuclear Segregated Funds were reported net of amounts due to the Province
of $3,796 million and $3,415 million, respectively. The details of accounting for the Nuclear Segregated Funds are described in
OPG’s 2016 annual MD&A in the section, Critical Accounting Policies and Estimates under the heading, Nuclear Fixed Asset
Removal and Nuclear Waste Management Funds.

The receivable, available-for-sale securities, payable and long-term debt balances between CPG and its related
parties are summarized below:

September 30 December 31
{millions of dollars) (unaudited) 2017 2016

Receivables from related parties
Hydro One 1
IESO 346
OEFC 3
PEC 2
Province of Ontario 5

Available-for-sale securities
Hydro One shares 190 212

Accounts payable and accrued charges
OEFC
Province of Ontario
[ESC

s
B =g
N R

Long-term debt (including current portion)
Notes payable to OEFC 3,245 3,295
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OPG may hold interset-bearing Provinee of Ordario bonds in the Nuclear Segregated Funds and the OPG registered
pension fund. As at September 30, 2017, the Nuclear Segregated Funds held $1,498 million of intersst-bearing
Provinee of Gntario bonds, while the registered pension fund had no such holdings. As et December 31, 2018, the
Nuclear Segregated Funds and the registered pension fund held $1 852 million and 3284 million of interest-bearing
Pravinee of Ontario bonds, respectively. These bonds are publicly traded securities and are measured at falr value,
PG jointly oversees the investment management of the NMuclear Segregated Funds with the Provinee.

There have bsen no related parly transactions related to the Fair Hydro Plan and associaled financing activities. The
first transaction between the Trust and the IE8C ik expected in the fourth gquarter of 2017,

INTERNAL CONTROLS OVER FINANCIAL REPORTING AND DISCLOSURE CONTROLS

The Company meaintains a comprehensive system of palicles, procedures, and processes that represenis iis
framework forinternal controls over financial reporting and for its disclosure controls and procedures (together,
ICOFR). There were no changes in the Company’s internal controf system during the current interim period that has
or is reasonably Hkely to have o material impact to the ICCOFR.

QUARTERLY FINANCIAL HIGHLIGHTS

The following tables set out selected financial information from OPG's unaudited interim consolideted financial
statements for sach of the eight most recently completed quatters,

{(millions of doffars - excepl where noted) Septamber 30 June 30 March 31 December 31

{unaudited) 2017 2017 207 2018

Revenue 1217 1,148 1,176 1,388

Metincome (loss) 40 307 68 {&)

Less: Netincome attributable to non-controlling g 4 4 &

intersst

MNet income {loss) attributable to the Shareholder 131 0% 64 {F3

Per common share, attributable to the 8051 $1.18 $0.25 (50.08)
Shareholder fdollars)

(miftions of dolfars - sxcept where noted) Seplember 30 June 30 March 31 Decernber 31

{unaudited) 2018 2016 20186 2015

Revenus 1,400 1,387 1478 1.312

Met income {loss) 168 135 128 {100}

Less: Netineorne attribule 1o the non-controlling 4 3 & 1

interast
Met income (loss) alftributable to the Shareholder 194 132 123 {1071}
Per common share, attributable to the 80,78 $0.51 $0.48 ($0.39)
Shareholder (doffars)
Tronds

QPG quarterly resuits are sffected by changes in grid-supplied electricity demand, primarily resulting from variations
in seasonal weather conditions, changes in sconomic conditions, the impact of small soale generation embeddad in
distribution networks, and the impact of conservation efforts in the province, Weather conditions affect water flows,
atectricity demand and prevalence of SBG conditions. Historically, DPE's revenues have been higher in the first
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guarter of a fiscal year as a resull ofwinter heatlig demands and in the third quarter dus to air conditioning and
cooling demands. The financial Impact of forgone praduction due to SBG conditions at the regulated hydmelectric
stations and the financial impact of differences bebweaen forecast water flows reflacted in OEB-approved regulated
prices and the actual water flows are mifigated by regulatory varance accounts authotized by the QEB.

The timing of planned culages at & nuclear generating station duwring the year can cause variability In year-over-year
operating results for partial periods of a fiscal year, including the impaet on revenus and OMEA expenses, butis nota
stgnificant driver of varigbility for full fiscal year resulis.

QPG electricily generation has been reduced as & result of the Linit 2 refurbishiment cutage at the Dadington G5,
which bagan in October 2018 and is scheduled to continueg untit early 2020

CPG's financial resulls are also affected by the eamings on the Nuclsar Segregated Funds, net of the mpact of the
Bruce Lease Mel Rovenuss Varlance Account The volatility of the gamings on the Nuclesr Segregated Funds is
mitigated by their funded status.

™ PG Blectriolly Generation
24
22 -
28 -
18 -
B -
4
%2 4
10

e QEEME . GRAMNE GA IS QMR Q1Y QMY GRaY

& mitions Huthser Fubay Earnings
285 -

180
36
85 -

g

B

42618 U298 T2 2038 B3208 42018 LI AT GRIMT uo2eyy

*net of reguiatory variance acoount

Additional items that affected net income in certain quarters above are described In OPG's 2018 annual MDO&A under
the sectfon, Quadteny Financial Highlights.
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SUPPLEMENTARY NON-GAAP FINANCIAL MEASURES

In addition to providing net income and other financial information in accordance with US GAAP, certain non-GAAP
financial measures are also presented in OPG's MD&A. These non-GAAP measures do not have any standardized
meaning prescribed by US GAAP and, therefore, may not be comparable to similar measures presented by other
issuers. OPG utilizes these measures to make operating decisions and assess performance. Readers of the MD&A
would utilize these measures in assessing the Company's financial performance from ongoing operations. The
Company believes that these indicators are important since they provide additional information about OPG's
performance, facilitate comparison of results over different periods, and present measures consistent with the
Company's strategies to provide value to the Shareholder, improve cost performance, and ensure availability of cost
effective funding. These non-GAAP financial measures have not been presented as an alternative to net income,
cash flow provided by operating activities, or any other measure in accordance with US GAAP, but as indicators of
operating performance.

The definitions of the non-GAAP financial measures are as follows:

(1) ROE Excluding AOCI is defined as netincome attributable to the Shareholder divided by average equity
attributable to the Shareholder excluding AOCI, for the period. ROE Excluding AOCCI is measured over a 12-month
pericd and is calculated as follows:

Twelve Months Ended
September 30 December 31

(millions of dollars — except where noted) (unaudited) 2017 2016
ROE Excluding AOCH
Net income attributable to the Shareholder 4885 436
Divided by: Average equity attributable to the Shareholder, excluding AOCI . 11088 10,442
ROE Excluding AOCI {percent) 4.4 4.2

34 ONTARIO POWER GENERATION



(2) FFO Adjusted Interest Coverage is defined as FFO before interest divided by adjusted interest expense. FFO
before interest is defined as cash flow provided by operating activities adjusted for interest paid, interest capitalized to
fixed and intangible assets, and changes to non-cash working capital balances for the periocd. Adjusted interest
expense is calculated as net interest expense plus interest income, interest capitalized to fixed and intangible assets,
interest related to regulatory assets and liabilities, and the excess of interest on pension and OPEB projected benefit
obligations over expected return on pension plan assets, for the period.

FFO Adjusted Interest Coverage is measured over a 12-month period and is calculated as follows:

Twelve Months Ended
September 30 December 31

{millions of dollars — except where noted) (unaudited) 2017 2016
FFO before interest
Cash flow provided by operating activities 1,082 1,595
Add:  Interest paid 270 269
Less: Interest capitalized to fixed and intangible assets {161} (141)
Less: Changes to non-cash working capital balances 38 42
FFO before interest 1.229 1,765
Adjusted interest expense
Net interest expense 84 120
Add: Interest income 8 7
Add: Interest capitalized to fixed and intangible assets 181 141
Add: Interest related to requlatory assets and liabilities 43 30
Add: Excess of interest on pension and CPEB projected benefit - 45
obligations over expected return on pensionplanassets * ... .
Adjusted interest expense 296 343
FFO Adjusted Interest Coverage (times) 4.2 5.1

T Avalue of nil is used in the calculation when interest on pension and OPEB projected benefit obligations is equal to, or lower
than, expected return on pension plan assets.
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(3) Enterprise Total Generating Cost per MWh is used to measure OPG’s overall organizational cost performance.
Enterprise TGC per MWh is defined as OM&A expenses (excluding the Darlington Refurbishment project and other
generation development project costs, the impact of regulatory variance and deferral accounts, and expenses
ancillary to OPG's electricity generation business), fuel expense for OPG-operated stations including hydroelectric
gross revenue charge and water rental payments (excluding the impact of regulatory variance and deferral accounts),
and capital expenditures (excluding the Darlington Refurbishment project and other generation development projects)
incurred during the pericd, divided by total electricity generation from OPG-operated generating stations plus
electricity generation forgone due to SBG conditions during the period.

Three Months Ended Nine Months Ended

September 30 September 30
{millions of dollars — except where noted) (unaudited) | 2017 2016 2017 2016
Enterprise TGC
Total OM&A expenses B35 666 2054 2,061
Total fuel expense 185 187 518 541
Total capital expenditures 476 444 1,338 1,162
Less: Darlington Refurbishment capital and OM&A costs {328} (269) {843} (717)
Less: Other generation development project capital and {17} {(42) {53) (121)
OM&A costs
Add (Less): OM&A and fuel expenses deferred in 4 35 {19} 76
(refundable through) regulatory variance and deferral
accounts
Less: Nuclear fuel expense for non OPG-operated stations {13} (18) {42} (50)
Add: Hydroelectric gross revenue charge and water 13 5 47 38
rental payments for electricity generation forgone due
to SBG conditions
Less: OM&A expenses ancillary to electricity generation {4} (5) {13} (17)
business
Other adjustments {3) (12) {7} (1%)
____________________ 948 2 991 2877 @ 2968
Adjusted electricity generation (TWh)
Total OPG electricity generation 194 19.5 56.0 59.9
Adjust for electricity generation forgone due to SBG 08 0.1 4.2 3.4
conditions and OPG's share of electricity generation
from co-owned facilities
__________________ 208 196 2 662 = 633
Enterprise TGC per MWh ($/MWh) ' 46 .85 50.72 4777 46.74

' Amounts may not calculate due to rounding.
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(4) Nuclear Total Generating Cost per MWh is used to measure the cost performance of OPG's nuclear generating
assets. Nuclear TGC per MWh is defined as OM&A expenses of the Regulated — Nuclear Generation segment
(excluding the Darlington Refurbishment project costs, the impact of regulatory variance and deferral accounts, and
expenses ancillary to the nuclear electricity generation business), nuclear fuel expense for OPG-operated stations
(excluding the impact of regulatory variance and deferral accounts), and capital expenditures of the Regulated —
Nuclear Generation segment (excluding the Darlington Refurbishment project costs) incurred during the period,
divided by nuclear electricity generation for the pericd.

Three Months Ended Nine Months Ended

September 30 September 30
{millions of dollars — except where noted) (unaudited) 2017 2016 2017 2016
Nuclear TGC
Regulated — Nuclear Generation OM&A expenses 511 521 1683 1,665
Regulated — Nuclear Generation fuel expense 81 79 217 239
Regulated — Nuclear Generation capital expenditures 409 339 1.150 896
Less: Darlington Refurbishment capital and OM&A costs {328} (269) 1943) (717)
Add: Regulated — Nuclear Generation OM&A and fuel & 31 8 84
expenses deferred in regulatory variance and deferral
accounts
Less: Nuclear fuel expense for non OPG-operated stations {13} (18) 42} (50)
Less: Regulated - Nuclear Generation OM&A expenses 1) (N {3} {4)
ancillary to electricity generation business
Other adjustments 1 3 {1 (1)
665 685 2077 2,112
Nuclear electricity generation (TWh) 113 1.7 30.6 34.6
Nuclear TGC per MWh {$/MWh)} * 5875 58.55 67.87 61.07

' Amounts may not calculate due to rounding.
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(5) Hydroelectric Total Generating Cost per MWh is used to measure the cost performance of OPG's hydroelectric
generating assets. Hydroelectric TGC per MWh is defined as OM&A expenses of the Regulated — Hydroelectric
segment and the hydroelectric facilities included in the Contracted Generation Portfolio segment (excluding
generation development project costs, the impact of regulatory variance and deferral accounts, and expenses
ancillary to the hydroelectric electricity generation business), hydroelectric gross revenue charge and water rental
payments (excluding the impact of regulatory variance and deferral accounts), and capital expenditures of the
Regulated — Hydroelectric segment and the hydroelectric facilities included in the Contracted Generation FPortfolio
segment (excluding expenditures related to the Peter Sutherland 8r. GS, Ranney Falls GS, and other hydroelectric
generation development projects) incurred during the period, divided by total hydroelectric electricity generation plus
hydroelectric electricity generation forgone due to SBG conditions during the period. OPG reports hydroelectric gross
revenue charge and water rental payments as fuel expense.

Three Months Ended Nine Months Ended

September 30 September 30
{millions of dollars — except where noted) (unaudited) 20y 2016 2017 2016
Hydroelectric TGC
Regulated — Hydroelectric OM&A expenses &1 87 232 238
Regulated — Hydroelectric fuel expense 3a 88 258 259
Contracted Generation Portfolio OM&A expenses 38 44 118 129
Contracted Generation Portfolio fuel expense 18 19 42 42
Regulated — Hydroelectric and Contracted Generation 56 92 141 231
Portfolic capital expenditures
Less: Regulated — Hydroelectric and Contracted Generation (17} (41 {52} (117)
Portfolio generation development project capital
and OM&A costs
Less: Thermal OM&A and fuel expenses and capital {39) {51) {119} {126)
expenditures in the Contracted Generation Portfolio
(Less) Add: Regulated ~ Hydroelectric OM&A and fuel {1} 4 {25) (8)
expenses (refundable through) deferred in regulatory
variance and deferral accounts
Add: Hydroelectric gross revenue charge and water rental 13 5 47 38
payments for electricity generation forgone due to
SBG conditions
Other adjustments 1 4} = (1)
234 248 g4z 685
Adjusted hydroelectric electricity generation (TWh)
Regulated — Hydroelectric electricity generation 7.3 6.9 235 22.8
Contracted Generation Portfolio electricity generation 08 0.9 19 2.5
Adjust for hydroelectric electricity generation forgone due to 0.8 0.1 4.4 3.4
SBG conditions and non-hydroelectric electricity
generation of the Contracted Generation Portfolio,
including OPG's share of electricity generation from
co-owned facilities
. 79 2885 287
Hydroelectric TGC per MWh (§/WWh) ! 26.20 31.01 21.74 23.99

' Amounts may not calculate due to rounding.

(6) Gross margin is defined as revenue less fuel expense.
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