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DBERS Limited (DBRS) assigned provisional ratings 1o the following notes to be
issued by Fair Hydro Trust (the Trust): Falr Hydro frust
-- % Senior Notes dus May 15, 2033, Series 2018-1 {the 2018-1 Senior
Motes) rated AAA ()
- 5% Subordinated Notes dus May 158, 2033, Series 2018-1 {the 2018-1 Contacts
Subordinated Notes) rated 84 {30
-~ *e Jurior Subordineted Notes due May 15, 2033, Series 2018-1 {ogether \\\\g\@‘\\ Jumis Feehsly

@
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Managing Director,
DN Structured
Finance - Global
Structured Finance

The 2018-1 Notes will be supported by an Investment Interest that is an 14165877312
Hasheh@®@dbrs.com

with the 2018-1 Senior Motes and the 20181 Subordingted Notes, the 2018-
1 Motes) rated A (sf)

irravocable property right consisting of the right to impose, inveice, collect,
recetve and recover the Clean Energy Adiustment (the CEA) from Specified

SN Tim O'Nelt
Consumers in accordance with the Ontarlo Falr Hydro Plan Act, 2017 (he \\% \\\\% Maﬂ.ﬁgmg i}g;‘ac:t&.a;
FHPA) and the regulstions promulgated under the FHPA {the Regulations). CDN ABS - Global
Btructured Finance
+1 418 587 7477

The 2018-1 Notes will accrue fixed rates of interest payable on o semi-annual toneil@dbre.com

basis until the Dxpected Maturity Dats and monthly thereatter. A portion of

S o
coliactions will be acoumulated monthly beginning January 15, 2030, 1o repay %\“\\\\§ King Lam
- ‘ e (| 4 Vice President, CON
principal on the 2018-1 Notes in full on the Expected Maturity, Until July 31, R R
2021, all Carrving Costs of the Trust will be paid by the Independent Electricity 1416 597 7395

Systern Operstor {the IESO; rated A (high) with a Stable trand by DBRS} as Kiarni@dirs.com
mandated undar the FHPA, Carrving Costs paid by the [ES0 will be recordad in

its Regulatory Asset variance account and could be recovered by transferring § § i&w&m ?gf‘fg
. e istant Vi
the varlance balancs to the Trust, After the Moratorium Period, interest \\\\*‘\“ \\%‘\ ;53% o afsg .
rasident, CDN ABS
paymends and repayment of the 2018-1 Notes will be made from CEAs +1 416 5857 7411
cotlected from Specified Consumers, Htaang@dbrs.com
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The provigional ratings incorporste the following considerations:

{1} Repayment by s Large and Diversified Ratepayer Base

The SBpecifisd Consumers from which CEA amounts will be collacted represent
a largs and diversified group of ratenayers In the Provines of Ontarle (Ontario or
the Provines: rated AA {low) with o Stable trend by DERS). Specified
Consumers - which generally include residentisl consumers, small businesses
and farms - tots! approximately 5,05 million as af the and of 2018, Ontario s
the largest provines by population and is ons of the main hubs of economic
activity in Canada, The Province is an atiractive place for Canadians to live,
increasing the likelihood of the ratepayer base growing in the futurs. Batepayer
represantation from the entirs Province helps mitigate potential shortfalls in
collections because of unanticipeted events {such as westher or economic
dowrnturns} ccourring in reglons! areas. Ratepavers in Ontarlo have also
demonstrated 2 strong track record of paying their hydro bills on time despile
having the highsst electricity rates in Canada.

{2} Non-Bypassability

The CEA invoiced under the FHPA will be irrevocable and may not besst off or
bypassed by Specified Consumaers, The non-bypasaability of the chargs
ensures that the repayment of the 2018-1 Notes will be sharsd among nearly
all residential consumers as well as smeall businesses and farms in Ontario,
Currently, there ars approdmatsty .05 million slectricity consumers that ars
cizssifisd az Bpecifisd Conzsumers. All Bpecified Consumers would be reguirsd
o make paymaent on the CEA amount invoiced, and such amount would be
listed as & separsde Hne ftem on thelr monthly ulifity bills,

{3} Regulated Electricity Market in Ontario

All participants in the Ortario sleclricity market - ingluding peneration,
transmission and distribution companias - operate under the guldancs or
regulations set out by the Ministry of Ensrgy, the £ and the Ontario Energy
Board {the OFB). industry particinants sre resulred 1o operats with loencas
granted by the OEB, and such livences could be revoked i certain performance
standards are not met. The repulated nature of the induslry increases
operational consistency and sficiency among sl participants snd improves the
coordination of industry initiatives. More importantly, it ensures full
participation from all market participants in carrving out thelr respective roles
and responsibiiities as set out in the FHPA,

{4} Trus-Up Mechanism

True-up smounts ars permitted undsr the FHPA o racover any shortfall in
eotlections from prior pericds. As the amount of CEAs collected could be
affected by factors such as energy consumption and delinquency rates, thers
would likely be devigtions between actusl collections and expected collections

in each Referance Perlod {each shemonth period from November 1, 2017, to

Arril Y 2NAT s s loater dats rescecriboad ke the Bescdatinrgt The frosom
hitps://www.dbrs.com/research/321879/dbrs-assigns-provisional-ratings-to-fair-hydro-trust-series-2018-1-notes 2/6



1/22/2018 DBRS Assigns Provisional Ratings to Fair Hydro Trust Series 2018-1 Notes | DBRS

R L T I R R e L DL L I S R ol

amourt sllows shortfalls from prior periods to be recovered in & subsaguent
period, As long a5 thers are 2018-1 Notes outstanding, the trus-up amount is
determined for each Refarance Period {or mors frequently, If necossary) and s
factored into the CEA imvoiced to Specified Consumsrs. The caleulation for sach
frus-up amourd includes amounts that wers not received from prior periods
and other andicipsted shortfalls going forward. If thers were over-collsctions
from prior periods, the trus-up amount could result in g reduction in CEA
amounts that would otherwise be involcad,

{5} Low Historical Charge-Off Rates

As slactricity is 2 basic necessity, the historics! charge-off rates from customers
ars vary low. For instance, charge-off rates from Torento Hydro Corporation
{rated A with 2 Stable trend by DBRS) customers have been in the range of
$.18% 0 0.35% from 2010 to 2018, Writs-offs may not resull in a shortfall in
ovarall collections, as anticipeted delinouenciesfcharge-offs are Incorporated in
the slactricity rale-setting process. Elsctricity rates are grossed up by the
amournt of delinquenciesfcharge-offs that are expected such that, on a nat
basis, actual collections received are sufficient 1o repey all providers in the
glectricity markst Shortfalls arising becauss of higher-than-projecied
delinguenciesfcharge-offs are includad in the next period’s trug-up amount,
thereby Hmiting the cumulative sffect of delinguency and loss rates typical in
other consumer-backed securitizations.

Motes:

The principal methodologias ars Eating Canadian Structurad Finance
Transactions {Appendix: Legislated Uttty Collections) and Legal Criteria for
Canadian Structured Finance, which can be found on dbrs.com under
Methodologies,

The related regulatory disclosures pursuant 1o the Nationa! Instrument 25-101
Diesipnated Rating Organizations are hareby inporporated by reference and oan
be found by olicking on the link under Related Documents or by contacting us at
info@dbrs.com.

The rated entity or its related entities did participate in the rating procass for
this rating sction. DBERS had sccess to relevant internal documents of the rated
eriity or its relaisd entities in connaction with this rating action,

Ploase see the related appendix for additions! information regarding the
sensitivity of assumptions used in the rating process.

The full report providing additions! analvtical detail is available by clicking on
the link under Balated Documents below or by contacting us at info@dbracom.

Ratings
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ALL DRRE RATINGS ARE BUBJECT TO DIBCLAIMERS AND CERTAIN LIMITATIONS, PLEASE
READ THESE DISCLAIMERS AND LIMITATIONS AND ARDTIONAL INFORMATION REGARDING

DERS RATINGS, INCLUDING DEFINITIONS, POLICIEE, RATING BCALES AND METHODOLOGIESR

Related Documents

Methodology Used:

Lapal Criteris for Canadian Structured Finance / July 7, 2017

Rating Canadian Structured Finanoe Transactions / December 8, 2017

Other:

Fair Hydro Trust - DBRS Limited Regulatory Disclosure

Falr Hydro Trust - DBRES Risk Sansithvity Analysis

Fair Hydro Trust Presale Beport
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More from DBRS

Press Release - January 11, 3018

DBRS Publishes “What's in Store for Energy Storage? The Energy Storage
Industry and its Potential Applications”

Press Release - January 8, 2018
DBRS Reviews the Irish Tracker Mortgage Examination

Press Release - January 18, 3018

DBRS Publishes a Commentary on Real Estate Joint Venturses on Spanish
Banks

Comemeniary - Jasuary 18, 2018

How Blockchain Technology is Rebuilding the Commercial Real Estate
Industry

Related Events

JANUARY
2018

London, UK.

DBRS Hosts
Teleconference
on Outlook for
European
Structured
Finance

FEBRUARY
2018

London, United
Kingdom
Sovereign &
Supransational
Rating
Announcement:
Finland, EFSF &
ESM

FEBRUARY
2018

Canary YWharf,
London, UK,
IMN Synthetic
Securitisation
Summit

All Events

The DBRS group of companies consists of DERS, Inc. (Delawars, U IHMRERG, DRO affiliate); DBERS Limited (Ontaris, Canada}{DRO, NRSRO
affiliate)l DERS Ratings Limited (Ergdand and WalealORA, NRERG affiiale, DRO sffiiate): and DBERS Ratings México, nstitucion Caiificadors
de Vaiores 5.4, de C¥ Mexioo{CRA, NRERO alfiiate, DRO affiiate). Ploase note that DBRS Ratings Limited was registered as an NRERD

affiiiste un July 14, 2017, For more information on regulstony my

tionis, recogniliens and approvais, pisase see:
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