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¢ Toronto-pbased Hydro One Ltd. (HOL) recently anncunced the retirement of
its chief executive officer (CED), effective immediately, and the
resignation of its entire board of directors on or prior to Aug. 15, 2018.

¢ Our base case continues to reflect the likelihood that HOL's pending
transaction with Avista Corp. will close.

¢ However, the CEC'a departure and pending resignation of the entire board
create uncertainty regarding the effectiveness of HOL'a governance
structure, particularly with respect to the influence o¢n management
decision-making and promoting the interests of all stakeholders.

® A3 a result, we are updating our CreditWatch negative placement on HOL
and Hydro One Inc., to reflect the governance developments and the
potential for up to a two-notch downgrade of both entities and their
rated debt.

e The CreditWatch placement now incorporates the rigk of a one-notch
downgrade related to the Avista transaction closing, and the poseibility
that the company's governance structure could result in an additional
downgrade. Overall, these digstinct developments could collectively result
in a two-notch downgrade from our current ratings on both entities and
the rated debt.

TORONTO (S&P Global Ratings) July 18, 2018--S&P Global Ratings today stated
that its 'A' ratings on Toronto-based Hydro One Ltd. (HOL) and Hydrc One Inc.
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(HOI) remain on CreditWatch with negative implications, where they were placed
June 15, 2018.

The CreditWatch placement on HOL and HOI continues to reflect the likelihood
of a one-notch downgrade te both companies because of the Avista traneaction.
This reflects the extent of the regulatory settlements and approvals thus far,
supporting our expeckation that the pending transaction with Avista will
close. In addition, the CreditWatch now incorporates the possibility that
HOL's governance structure could result in an additional one-notch downgrade,
if we conclude that recent developmentes adversely affect management
decision-making and fail to promote the interests of all stakeholders.
Overall, these distinct developments could collectively result in a kwo-notch
downgrade from ocur current credit ratings on both entities.

We will resolve the CreditWatch when the transaction with Avista closes, and
after our review of the company's governance structure, including our
evaluation of ilts effectiveness in promobing the interesta of all
stakeholders.
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Certain terms usged in this repeort, particularly certain adjectives used to
express our view on rating relevant factors, have specific meanings ascribed
to them in our criteria, and sheculd therefore be read in cenjunction with such
criteria. Please see Ratings Criteria at www.standardandpoors.com for further
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information. Complete ratings information is available to subscribers of
RatingsDirect at www.capitalig.com. All ratings referenced herein can be found
on S&P Gleobal Ratings' public website &t www.standardandpoors.com. Use the
Ratings search box located in the left column.
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