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Ontario Enerqy Board (Board Staff) INTERROGATORY #1 List 1

Interrogatory

Issue 1.2 Are Hydro One’s economic and business planning assumptions for

2011/2012 appropriate?

Ref. Exhibit A/Tab 12/Sch 1 Appendix A

At page 1, price and cost escalation information is found in the first table. Many of
the sources quoted are quite dated. Please provide updated data for the years in the
table and the date the update was developed. Will Hydro One update the application
to account for more recent data? If so, please provide the updates. If not, why not?

Response

See table below for the current updated data available for the years.

2009 2010 2011 2012 2013 2014
CPI - Ontario (%) 0.4 2.4 2.1 2.1 2.0 2.1
Tx cost escalation for Construction (%) | -2.6 15 1.8 2.8 3.0 3.8
Tx cost escalation for Operations & 0.0 1.8 2.4 2.6 2.0 2.6
Maintenance (%)
Dx cost escalation for Construction (%) | 1.3 1.9 1.6 2.3 3.2 3.8
Dx cost escalation for Operations & -0.8 2.8 2.1 2.3 2.1 2.3

Maintenance (%o)

Exchange Rate (CDN$/US$)

1142 1.030 1.021 1.050 1.067 1.086

CPI- Ontario and cost escalation forecasts were based on the Global Insight July 2010
forecast. The exchange rate for 2009 is the average from the Bank of Canada. The
exchange rate forecasts for 2010 to 2012 are based on the July 2010 edition of Consensus
Forecasts. The exchange rate forecasts for 2013 and 2014 are based on the Global Insight

July 2010 Forecast.

Hydro One is not planning to update its 2011/12 transmission rate filing for changes in

planning assumptions.
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Ontario Enerqy Board (Board Staff) INTERROGATORY #2 List 1

Interrogatory

Issue 1.2 Are Hydro One’s economic and business planning assumptions for
2011/2012 appropriate?

Ref. Exhibit A/Tab 12/Sch 1 Appendix A

The evidence indicates that Hydro One has used a Global Insight forecast dated
December 2008 for an application submitted in May 2010. Why was a more recent
forecast not used for this application?

Response

As explained in lines 7-9 in Exhibit A, Tab 12, Schedule 1, the 2009 Business Plan for
2010-14 forms the basis of this application in relation to 2011-2012. The Global Insight
December 2008 forecast was the most recent information available at the time the
business plan instructions were issued.
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Ontario Enerqy Board (Board Staff) INTERROGATORY #3 List 1

Interrogatory

Issue 1.2 Are Hydro One’s economic and business planning assumptions for
2011/2012 appropriate?

Ref. Exhibit A/Tab 13/Sch 1

Under Productivity, Hydro One indicates that for 2009, transmission unit cost is
“10.1%, slightly lower than plan”. Please provide further explanation of this measure
and also include information this measure from 2004 to 2009.

Response

The transmission unit cost measure used to assess productivity in 2009 was defined as
follows:

Transmission Unit Cost = Operations and Maintenance (O&M) costs + Total Capital
Asset Value (Gross Fixed Asset (GFA))

The measure value is expressed as a percentage. Nominally, a lower percentage is better.

This measure was derived and is used by Canadian Electricity Association (CEA)
member utilities. This measure allows utilities to monitor their own productivity year-
over-year and measure themselves against other comparable utilities.

In order to accurately compare the measure across a wide sample, common definitions of
calculation inputs have been applied by the CEA. For example, operations and
maintenance expenses are included, whereas some expenses as specified by the CEA are
excluded to account for different accounting and reporting practices between member
utilities. Further, capital expenditures include development, sustainment, operations and
common costs such as transport and work equipment and information technology. Gross
fixed assets are in-service costs for capital.

In 2009 this measure was incorporated into the Hydro One Corporate Scorecard. For
2009, the target Transmission Unit Cost was 10.6% compared to the actual value of
10.1%. This variance from plan is largely attributable to development capital project
delays such as the new 500kV Bruce to Milton Double Circuit Line project; installation
of SVC’s at Porcupine TS, Kirkland Lake TS and Nanticoke TS; and the Woodstock
Area Transmission Reinforcement.

The 2009 calculation of the Transmission Unit Cost is shown to be:
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O&M $228.5M
+ Capital $918.6M

Total expenditures $1,147.1M
Gross fixed assets ~ $11,344.6M
Total expenditures per GFA 10.1%

As shown in Table 1 below, the Transmission Unit Cost has been trending up the last
several years due primarily to necessary increases in Total Capital.

Table 1
Transmission Unit Cost (%)
Year 2004 2005 2006 2007 2008 2009

Transmission Unit Cost 6.3% 5.6% 6.1% 1.7% 8.6% 10.1%

This measure allows Hydro One to compare its performance year-over-year internally
and against other comparable utilities. Industry wide, this measure is viewed as a
collaborative opportunity and it allows Hydro One to gain valuable insights into best
practices and processes.

This measure also provides for a common reference base for performance against
industry comparables. This measure provides a performance gauge for Hydro One to
compare its performance relative to other industry comparable. Using the industry wide
sample, Hydro One can identify the top quartile productivity performance threshold and
identify a roadmap to achieve industry leading performance.

Insight into current performance and longer term goals provides Hydro One with valuable
information which is integrated into operational and implementation decisions. Hydro
One is cognizant of this measure, while it strives to ensure transmission reliability
measures also remain favorable relative to industry comparables.
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Ontario Enerqy Board (Board Staff) INTERROGATORY #4 List 1

Interrogatory

Issue 1.2 Are Hydro One’s economic and business planning assumptions for
2011/2012 appropriate?

Ref. Exhibit A/Tab 12/Sch7/p.9

The savings that Hydro One has realized as a result of outsourcing are shown the
table on this page. Please explain how these savings were calculated for each year
and whether these are capital or O&M savings.

Response

The referenced table does not provide “savings that Hydro One has realized as a result of
outsourcing”. Rather, as stated on Exhibit A, Tab 12, Schedule 7, page 9, line 16, this
table provides “the total dollars of outsourced work”. As stated on the referenced page, a
greater use is being made of external outsourcing contracts due to the increased number
and size of many projects required to expand and develop the transmission system.

The outsourced work totals provided in the table are for capital projects only.
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Ontario Enerqy Board (Board Staff) INTERROGATORY #5 List 1

Interrogatory

Issue 1.2 Are Hydro One’s economic and business planning assumptions for
2011/2012 appropriate?

Ref. Exhibit A/Tab13/Sch1/Appendix B
Please provide the reasons behind the deterioration of the performance measures
regarding transmission unavailability in 2009 shown in Table B4 and Table B5.

Response

Figures B4 and B5 illustrate transmission unavailability performance for transmission
lines and major transmission station equipment respectively. These charts are reproduced
below with a linear trend over the full historical period of the results presented in the
evidence.

In 2009, the unavailability of transmission lines due to line-related forced outages was
elevated due to two separate events. The first event involved heavy ice and wind
conditions in the North-Eastern region that destroyed 10 towers resulting in an outage
that lasted 16 days in March 2009. The ice and wind loading exceeded the design
capabilities of the towers. The second event was a long outage in the Southwest region in
September caused by conductor damage that affected 3 circuits and lasted up to 19 days.
A unique self damping conductor was installed on these circuits as a pilot in the
1970/80’s that wore out resulting in damaged strands with no option other than to
replace.

In 2009, the unavailability of major station equipment was slightly elevated from 2008
primarily due to a prolonged outage to replace a 500kV power transformer at Porcupine
TS.

Although there is variation in actual results from year to year, the trend for each of these
measures clearly shows a stable performance over the 10 year historical period.
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Figure B4 from Exhibit A, Tab 13, Schedule 1 with linear trend included over the 10 year
historical period.
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Figure B5 from Exhibit A, Tab 13, Schedule 1 with linear trend included over the 10 year
historical period.
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Ontario Enerqy Board (Board Staff) INTERROGATORY #6 List 1

Interrogatory

Issue 1.2 Are Hydro One’s economic and business planning assumptions for
2011/2012 appropriate?

Ref. Exhibit A/Tab13/Sch1/Appendix C

Regarding actions taken as a result of the Customer Delivery Point Performance
Standards, please provide information on how Hydro One has taken action to address
performance as a result of these standards. Please outline all actions taken in this
regard in the bridge and test years, including specific illustrative examples.

Response

For clarity, the Response has been broken into three parts to match the three separate
questions asked: Part 1: Hydro One Actions to address performance outliers; Part 2:
Hydro One’s Planned actions in the bridge and test years; Part 3: Specific illustrative
examples of Hydro One’s actions

Part 1: Hydro One actions to address performance outliers

Hydro One is addressing the performance of “outlier” delivery points identified by the
Customer Delivery Point Performance Standards [CDPPS] by performing detailed
analysis of those identified delivery points to determine root cause(s) and thus develop
proper mitigation alternatives.

The proper mitigation alternatives include: increased animal deterrents; fault indicators
on complex circuits to better isolate problem area; installation of surge arrestors in high
lightning areas; installation of phase spacers on circuit sections experiencing wind-
induced line galloping; installing switches to allow sectionalizing of long complex lines
to reduce customer impacts and improve restoration times.

Further, a high level of co-ordination has been initiated with the Transmission Sustaining
and Development programs to focus the investments which could also improve the
performance of the identified outlier delivery points.

Part 2: Hydro One’s planned actions in the bridge and test years

Hydro One has planned the following actions to address the CDPPS identified
performance outlier customer delivery points.
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Bridge Year

e Installation of animal deterrents at Stations

e Installation of 115kV Fault Indicators

e Switch installations to sectionalize long lines

e Stations Transformer Rod Gap replacements with Surge Arrestors

Test Years

e Continued installation of animal deterrents at Stations with new options being
o improved Station Gates
o a full perimeter fencing system

e Installation of 115kV Fault Indicators on another Outlier circuit

e Implementation mitigation options identified by 115kV Fault Indicators from Bridge
Year

e Continue switch installations to sectionalize long lines

e Continued Stations Transformer Rod Gap replacements with Surge Arrestors

Part 3: Specific illustrative examples of Hydro One’s actions
Three examples of the mitigation actions under way and being planned:

1. Ordered and installing 115 kV Fault Indicators on the complex L7S circuit in
Southwestern Ontario [London-area] to isolate which of the 7 line sections is causing
the problem(s). This will allow for better targeting of mitigation measures. For
example, the identification and subsequent installation of Phase Spacers on line
sections that are prone to galloping conductor.

2. Animal contact induced outages are an issue at many of our GTA stations, several
being Tx Outlier Delivery Points. Investments are being made to install bus cover-
ups, anti-dig barriers around fencing and improved gate and fencing designs are being
investigated to better secure the perimeter.

3. The replacement of Transformer Rod gaps with Surge Arrestors to better protect the
station transformer from external flashover.
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Ontario Enerqy Board (Board Staff) INTERROGATORY #7 List 1

Interrogatory

Issue 1.2 Are Hydro One’s economic and business planning assumptions for
2011/2012 appropriate?

Ref. Exhibit A/Tab14/Schl/p. 10

With regard to Corporate Culture, and specifically employee engagement, please
provide any information on employee engagement surveys and how employee
engagement has changed from 2004 to 2009.

Response

Employee engagement was not measured between 2004 and 2007. Hydro One completed
its first employee engagement survey in December 2008. A second survey was
completed in October 2009, and the next survey is scheduled for Fall 2010. Over the
period 2008-2009, the number of engaged employees has increased by 23%.
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Ontario Enerqy Board (Board Staff) INTERROGATORY #8 List 1

Interrogatory

Issue 1.2 Are Hydro One’s economic and business planning assumptions for
2011/2012 appropriate?

Ref. Exhibit A/Tab14/Schl/p. 11

With regard to Corporate Scorecards, in the last Hydro One distribution rates case,
EB-2009-0096, Hydro One provided information (Exhibit H/Tab1/Sch29) on First
Quartile and CEA studies. Have the results for these studies been updated since the
EB-2009-0096 case? If so, please provide a summary of the results including the key
tables presented in Undertaking J6.8 in the EB-2009-0096 case.

Response

Yes, the Distribution and Transmission results of the community benchmarking study
have been updated by First Quartile with latest data up to 2008. A summary of the
benchmarking report using First Quartile Consulting benchmarking community
transmission data is provided in Attachment 1.

The updated key Distribution tables or relevant reports (with Hydro One marked on the
chart) of the benchmarking study are provided in Attachment 2.

Also provided are equivalent Transmission tables or relevant reports (with Hydro One
marked on the chart) of the benchmarking study are provided in Attachment 3.

The Canadian Electricity Association has also updated its benchmarking report and a
summary is available in Attachment 4.

There is not an equivalent report for Transmission from The Canadian Electricity
Association.
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HYDRO ONE TRANSMISSION BENCHMARKING SUMMARY USING
FIRST QUARTILE CONSULTING DATA

1. FINDINGS FROM THE BENCHMARKING ANALYSIS

This table provides a summary of the community benchmarking survey undertaken by First Quartile Consulting in 2009 with latest
data up to 2008. The study involves a community of utilities and not a specific panel of utilities. The table shows the results from the
key performance metrics including cost, service levels (reliability) and safety. All monetary figures are in US dollars. Where
indicated, the summary figures in the table are built on 4-year averages (2008, 2007, 2006 and 2005) or for just 2008 depending on the
data that was available through the community survey.

Mean | Median |1"Q |H-1 H-1
Quartile

Cost Metrics
4 year Avg Transmission Line Capital Spending per Asset 19.70% | 13.82% 23.60% 5.61% Q4
2008 Transmission Line O&M Expense per Asset 3.20% 2.68% 1.79% 0.93% Q1
;ln?/lzar Avg Transmission Line O&M Expense per Circuit $5,190 $3038 $1956 $1618 01
4 year Avg Transmission Substation O&M Expense per Asset | 7.29% 7.32% 3.12% 2.56% Q1
2008 Transmission Substation O&M Expense per Asset 1.70% 1.20% 1.10% 2.37% Q4
Transmission Reliability
gi?/;?irt Avg Number of Sustained outages per Transmission 0.70 0.5 0.50 0.13 o1
4 year Avg Nur_nbe_r of _Sustalned outages per 100 394 3.94 133 158 Q2
Transmission circuit mile
4 year Avg Sustained outage hours per Transmission circuit 8.38 7.91 4.25 1.51 Q1
Substation
2008 Percent mis-operation for relays 4.34% 4.49% 8.17% 8.00% Q1
Safety
4 year average Lost Time Incident Rate —(T&D) 3.94 2.05 0.95 0.38 Q1

August 05, 2010 Page 1 of 2



HYDRO ONE TRANSMISSION BENCHMARKING SUMMARY USING
FIRST QUARTILE CONSULTING DATA

The table shows the average and variability in each of the metrics. By providing the values for mean, median, first quartile and
standard deviation, the reader is able to better understand the performance of the community and put Hydro One’s performance into a
more complete perspective; however it must be noted that this is a community study , not a panel of utilities study.

1.1 COST

The cost results for Hydro One indicate reasonable performance in managing the transmission system. Hydro One is ahead of
the industry with Line Expense per Asset while the low Capital Spending per Asset indicate lower spending than the industry

1.2 RELIABILITY

The reliability measures in use for transmission reliability focus on outages and the impact on the end use customer. Hydro
One’s reliability figures are better than the industry standard.

1.3 SAFETY

One of the key areas of the community benchmarking is Safety. Hydro One achieved first quartile with lost time incidents and
is well ahead of the community.

August 05, 2010 Page 2 of 2
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ml 4-YEAR LOST TIME INCIDENT RATE: DISTRIBUTION LINES

Safety
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Mean
Quartile 1
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09 T&D 4-year Charts
Distribution Reliability

4-YEAR SAIDI (INCLUDING MAJOR EVENTS AND PLANNED INTERRUPTIONS)

Mean Quartile: -0
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Quartile 1 848
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Quartile 3: 1628
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09 T&D 4-year Charts

Distribution Reliability

4-YEAR SAIDI (EXCLUDING MAJOR EVENTS AND PLANNED INTERRUPTIONS)
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09 T&D 4-year Charts

4-YEAR SAIFI (INCLUDING MAJOR EVENTS AND PLANNED INFERRUPTIONS)
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Distribution Reliability

4-YEAR SAIFI (EXCLUDING MAJOR EVENTS AND PLANNED INTERRUPTIONS)

Mean Quartile

Mean _
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Quartite 3: 572
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09 T&D 4-year Charts
Financial

4-YEAR DISTRIBUTION SUBSTATION O&M EXPENSE PER INSTALLED MVA [FERC]

MeanQuarﬁie_.. e
$2,627.498 .

Méaﬁ
“Quartile 1 $1,418.764
Quarlite 2: $2,540.825
Quartite 3: $3,375.346
-Comments..
used. o L 7
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09 T&D 4-year Charts
Financial

4-YEAR DISTRIBUTION SUBSTATION O&M EXPENSE PER ASSET [FERC]

e quitle

Mean  6730%
Quartite 1 3147 %
Quartile 2: 4627 %
Quartite 3: 10.009 %

Calculation used .~ L :
C25.5A 1 C55.2A* 400, C25.58 / CE5.28 * 100, C255C 1
C55.2C * 100, C25.50 / C55.20 * 100
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Safety

4-YEAR LOST TIME INCIDENT RATE: TRANSMISSION LINES
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09 T&D 4-year Charts
Transmission Reliahility

4-YEAR NUMBER OF SUSTAINED OUTAGES ["AUTOMATIC"] PER TRANSMISSION CIRCUITS

Mean Quartile =~ .

070

Mean

Quartie 1 0.50
CQuagtile 2 0.52
Quartile 3: 0.98

Calculation Used - :
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09 T&D 4-year Charis
Transmission Reliability

4-YEAR NUMBER OF SUSTAINED OUTAGES ["AUTOMATIC"] PER 100 TRANSMISSION CIRCUIT MILE

Mean Quartite:. ...

Mean

Quartile t 1.329

Quartile 2; 3.239
Quartile 3: 5138
Comments

Calculationused” 0
(15.1A + I5.1B ) / ( {Trans Circ Miie 09) / 100 } , { H0.1G +
[0AH)/ (A140.1B 7 100) , (115.1G + 15.1H ) { (A140.28 {
100}, (11B.1G + HE.1H )/ (A140.38 7 100 )
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09 T&D 4-year Charts
Transmission Reliability

4-YEAR SUSTAINED OUTAGE HOURS ("AUTOMATIC") PER TRANSMISSION CIRCUIT
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o SR e
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09 T&D 4-year Charts
Financial

4-YEAR TRANSMISSION SUBSTATI.ON O&M EXPENSE PER INSTALLED MVA [FERC]

MeanQuarttEe TR,
' o " $1,585.384
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CEA-Service Continuity: Analysis by Quartile Graph (2005 to 2009)
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Graph 6-13. Region 1. SAIFi, Excluding MPEs.
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Graph 8-14: Region 1. SAIFI. Excluding Significant Events.
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CEA-Service Continuity: Analysis by Quartile Graph (2005 to 2009)
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Ontario Enerqy Board (Board Staff) INTERROGATORY #9 List 1

Interrogatory

Issue 1.2 Are Hydro One’s economic and business planning assumptions for
2011/2012 appropriate?

Ref: Exhibit A/Tab12

(a) At page 4 of ExhA/Tab12/Sch.1, the evidence states that “The investment plan
prepared during 2009 provided the basis for the 2011 and 2012 plans”. Please
describe the effect on the original plan of:

e The proclamation of the Green Energy and Green Economy Act, 2009; and
e The letter from the Minister of Energy to Hydro One dated September 21,
2009.

(b) In which investment category (Sustaining, Development, Operations and Shared
Services) was spending reduced in order to accommodate green energy related
demands on the transmission system?

(c) What tradeoffs would there be if there was a more aggressive program to renew
existing infrastructure rather than expand to meet green energy needs? Please be
specific with respect to projects proposed in this application.

Response

(a) The original plan was approved by Hydro One’s Board of Directors in November of
2009 and already included consideration of the GEGEA and the Minister’s letter.
Given the long lead time for the development phase of transmission projects, the bulk
of capital spending on projects in the Minister’s September 21, 2009 letter will occur
beyond the test years.

(b) The projects that are related to the passage of the GEGEA and the Minister’s letter
are all in the Development category. For the reasons stated in part a) above, the
Development capital spending for green projects was planned as part of the normal
project prioritization process as discussed in Exhibit A, Tab 12, Schedule 5, page 11.

(c) Hydro One’s current infrastructure renewal programs have not been constrained by
Green Energy initiatives, but by customer bill impact concerns. If the focus was
changed to a more aggressive program on existing infrastructure renewal Hydro One
could advance a number of the sustaining activities that are required to address issues
associated with aging assets subject to the availability of cost efficient resources.
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Hydro One would accelerate its renewal programs on power transformers and on end
of life circuit breakers to enhance reliability. As well, there would be an effort to
increase tower coating as these assets represent long term sustainment challenges. In
addition, Hydro One would look at proactive replacement of insulators as defects are
starting to materialize in greater numbers. Manageable amounts of added protections
and controls would be scheduled for replacement based upon availability of scarce
P&C resources.
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Ontario Energy Board (Board Staff) INTERROGATORY #10 List 1

Interrogatory

Issue 1.2 Are Hydro One’s economic and business planning assumptions for
2011/2012 appropriate?

Ref: Exhibit A/Tab12/Sch5 & Sch7

Please describe how Hydro One’s Investment Prioritization Process and the resulting

Investment Plan are affected by:

e Government policy and OPA input regarding the connection of renewable
generation; and

e Concerns regarding affordability and the impact on electricity consumers of an
increase in transmission rates.

Please indicate whether, in Hydro One’s view, either of these two factors will delay
investment that is necessary or desirable to preserve or enhance system reliability.
Please explain your answer.

Response

As discussed in the response to Exhibit I, Tab 1, Schedule 9, there was little impact on
the Investment Plan in the test years due to Government policy as the bulk of the Green
investments will occur beyond the test years. In developing the capital investment plan,
Hydro One considered advancing some other sustaining activities but customer impact
issues took priority over the opportunity to advance sustainment programs.
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1 Ontario Energy Board (Board Staff) INTERROGATORY #11 List 1
2
3 Interrogatory
4
5 Issue 1.2 Are Hydro One’s economic and business planning assumptions for
2011/2012 appropriate?
;
8 Ref: Exhibit C & Exhibit D
9 (a) Please summarize the work (development, sustaining, operations) planned for the
10 test years that is directed at preserving or improving the reliability of the
11 transmission system.
12
13 (b) Please summarize Hydro One’s plans for the next ten years for preserving or
14 improving system reliability.
15
16 (c) What would be the early indicators of reliability problems with the transmission
17 system? Have these indicators been observed in Hydro One’s system? If yes, in
18 which locations?

19

20

21 Response

22

23 (a) The following provides a description of the type of work planned to preserve

24 reliability and improve reliability, as well as further definition of these terms in the
25 context of the transmission system. It must be recognized that reliability is one
26 decision criterion for investments and in a number of instances other factors also
27 drive the need for investments. These other factors may include safety, life cycle
28 cost, regulatory consideration, etc. The discussion below takes place in three
29 segments, Sustaining, Development and Operations.

30

31 Sustaining

32 Sub-systems, equipment and components that make up a transmission system have
33 been designed for specific levels of reliability and performance. For example,
34 transmission lines are designed for a level of security against lightning outages, and
35 generally that level of security increases with voltage. Equipment is typically rated to
36 a level of performance based on electrical criteria, e.g., current, voltage. Activities
37 that preserve reliability strive to restore the performance of equipment, electrical
38 components or systems to as close to new as feasible when performance or reliability
39 risks become unacceptable. The work involved to preserve or restore reliability can
40 be grouped into three categories:

41 e Inspections and diagnostics required to asses and monitor the system, identify

42 problems and correct defects.
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1 e Major maintenance required to achieve full utilization of the expected life of an
2 asset.
3 e Replacement of end-of-life assets required to preserve or restore reliability.
4
5 This does not mean that in some instances one cannot exceed the original design
6 performance of a system through the replacement of outdated designs with new and
7 more efficient designs. Generally, however, sustainment replacements do not fall into
8 this category, with perhaps the exception of telecom and increased security
9 investments, as noted below.
10
11 Improving reliability, on the other hand, strives to bring the reliability above the
12 original design of the system thereby improving system security and customer
13 reliability. These investments, for the most part, take place under Development or
14 Operations and are discussed in greater detail below.
15
16 The following tables provide an overview of the investments where one of the
17 primary drivers is to preserve and/or improve reliability.
18
19 Table 1: Sustaining OM&A Programs
Program Sub-Program Preserve Improve | Comments
Insp & | Refurb | Repl
Defect
Power Equipment Preventative & |V
Corrective
Transformer & v
Breaker Refurb.
Other v v Wildlife  control
Maintenance improves
Ancillary Systems Preventative & |V
Corrective
Other v
Maintenance
P&C, Monitoring Re-verifications, | v
Corrective v
Support Systems | v/
Cyber Security v
Telecom v
Site Infrastructure Security v
Vegetation Mng’t Line Clearing v
Patrol & Demand | v
Overhead Lines v
Underground Cable v

20 Note: Land Assessment and Remediation and Environmental Management Programs are not reliability
21 driven and are not been included in the above table.
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Table 2: Sustaining Capital

Program Project Preserve | Improve | Comments
Circuit Breakers S1, S2, Other v
Station Re- | S3—Metal Clad | v
investment
S4 - Beck v
S5 — Abitibi 4
$6,57,58,59,510 | v
- ABCB
S11 - Merivale v
S12-NRCTS 4
Power Transformers | S13, S14, S15, |V
S16, Other
Other Power Equip. | S17,S18, Other | v
Ancillary Systems S19 - Station | v

Service, Other

Protection, Control | S21, S22, S23 - |V

& Metering Projects
S24, S25, S26 - |V
Programs
Other v
Projects/Programs
Auxiliary Telecom | S27, 528.S29 DC | v/ v New technology

Signaling &Tone

S30 — Power Line | v

Carrier
Other v v Fault location
Projects/Programs improves

Cyber Security S31 - Cyber v Added security
Security, Other

Site Facilities S33 - Station v Improved station
Security security

Overhead Lines S34, S35, S37, |V
EOL+ Other Repl

Lines Re-Investment | A6P Refurb

AN

Underground Cables | S39 — H2JK/K6J
Cables, Other

Development
The majority of Development Capital work is required to connect generation and load

to the transmission system, as outlined in Exhibit D1, Tab 3, Schedule 3, Projects D1
to D10, D15 to D23, and D28 to D45. Although these projects also provide improved
reliability, it is not the primary driver. It should be recognized that the planning for
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these projects includes a review of the performance of the connecting system; where
opportunities exist that are technically feasible and cost effective, reliability
improvements are made.

The Development Capital work planned for the test years directed at preserving or
maintaining the reliability of the existing transmission system includes: End-Of-Life
Upgrades (Projects D11, D12, D13 and D24 to D27) and Risk Mitigation (Projects
D47). Projects D12 and D13 also facilitates the connection of generation although it
is not the primary driver.

Project D14 has both preserving and improving reliability aspects as it addresses an
end-of-life cable replacement and provides for increase supply capacity.

Investments in Performance Enhancements (Project D46) improve reliability in a
targeted manner to address delivery point performance outliers and poor performing
assets. The Delivery Point Performance Outliers are discussed in Exhibit A, tab 13,
Schedule 1, page 12.

Operations
Operations investments can preserve or improve reliability through ongoing

maintenance of operating tools, modifications/enhancements of these tools or the
installation of new equipment and tools to enhance operations and system
effectiveness. The table below provides an indication of which investments improve
or preserve reliability.

Table 3: Operations Programs/Projects

Program/Project | Preserve | Improve | Comments

OM&A

Operations Support | v | |

Capital

NMS Enhancements v

Hub Site v

Telemetry v Improved alarms to manage
system

Miscellaneous v v Improved fault locating

(b) Hydro One plans to continue to renew its assets in a prudent and measured manner
through its sustaining programs which are aimed at preserving reliability and bringing
reliability closer to the as-new condition or original design reliability. It is expected
that investment levels will need to increase over time in order to maintain the current
reliability levels, let alone bring them closer to the as-new condition. As part of the
asset renewal, Hydro One will introduce new technologies to facilitate improvements.
This is expected to occur in the areas of telecommunications and protections and
controls, which will provide added functionality and data to improve investment and
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operating decisions. As well, improvements in standards are expected to enhance
existing reliability to some degree, for example, replacing the old wood arms on
structures with steel results in added line security.

It must be recognized that in some areas unknowns exist regarding the rate of
degradation and the extent of future problems and as the system ages the risks
associated with emerging issues will increase. For example, the underground cable
plant would be considered mature, with close to 20% having a service life of over 50
years. These cables are critical to the supply of the major centres in the province and
it is imperative that these cables be monitored closely and problems identified early in
order to respond before failure, as the consequences are significant. The situation is
similar with protections and controls. In order to mange these and other reliability
risks, Hydro One has adopted a monitoring and analytical approach as part of its asset
management practices that takes into consideration all key elements of the electrical
system. Additionally, Cornerstone Phase 1 and 2 are now complete and proposed
developments include more robust analytic capabilities; it is expected that these
improvements will provide the ability to identify asset degradation patterns at an
earlier stage and improve the response to emerging problems.

From a development perspective, the majority of the Development Capital work takes
approximately 3 to 5 years to execute; Exhibit D1, Tab 3, Schedule 3 provides a
summary of the key work identified for the next 5 year timeframe. Beyond 5 years,
many projects have yet to be confirmed. Development work is being undertaken on
some of the 20 projects outlined in Exhibit C1, Tab 2, Schedule 4. The need for other
Development work may be identified by the OPA’s ECT process. This could provide
the basis for future capital projects subject to Government direction, OPA support of
need, and key approvals being obtained. Additional load and generation customer
requests are expected to come forth and define new connection related capital
projects. Future updates of the OPA’s IPSP are expected to identify new projects and
establish further direction for future Development Capital work.

In operations, timely updates and replacements of OGCC systems and equipment will
continue to be undertaken, as these systems are essential for the operation of the
system and to maintain reliability and customer supply. This includes the completion
of the new Backup Control Centre in the first 5 years, enhancements to operating
tools including NMS, as well as continuing to make the necessary changes and
upgrades to meet NERC and NPCC reliability requirements and standards.

Improving reliability presents significant financial challenges, as the system has an
inherent level of reliability based on the original design. Hydro One will continue to
address outliers and will add or modify facilities in a cost effective manner as part of
future development work. Some of the less costly investments include the addition of
lightning arrestors and animal mitigation that address specific problems and in the



Filed: August 16, 2010
EB-2010-0002

Exhibit |

Tab 1

Schedule 11

Page 6 of 11

© 0 N oo O b~ W N

A DA B DB D OWWW W WWWWWWNDNNDDNDDNDNDDNDDNDDNDDND R PR PR R R R R R R
A WO N P O © 00N OO O B W N P O O 0 N O OO W N PFP O O 0N O o~ WO N = O

process improve the performance of a local system. These types of improvements,
however, have limited effectiveness on the overall reliability measures.

In summary, Hydro One’s strategy includes the renewal of assets as a primary
objective thereby preserving reliability, improving system reliability in a targeted
manner where it is cost effective to do so, and improving reliability as part of
expansion projects where opportunities arise. As well as targeting stations and lines
assets, there will continue to be investments that improve system performance
through operations, asset management practices and improvements to standards. In
addition, Hydro One will continue to monitor system performance against its peers in
order to assist in identifying areas in need of improvement.

(c) Hydro One has and continues to look for early indicators of reliability problems and,

depending on the consequences of failure, action is taken in the appropriate time
frame to avoid failure. A number of the investments included in this submission are
scheduled based on information that would be considered an early indicator. For
example, diagnostics carried out on transformers identify dissolved gas in oil that
point to internal degradation; a number of the transformer replacements in this
submission are based on these indicators. As well, system failure of protections can
have severe consequences of cascading type outages that would affect large portions
of the electrical grid. In consideration of these consequences, the integrity of
protections is closely monitored and when the failure trend increases to unacceptable
levels, protections are scheduled for replacement.

In other cases, it is the performance of equipment that can be an early indicator of
reliability issues. A large portion of the Hydro One system has built-in redundancy,
or more than one source for supply. Because of this redundancy, equipment failures
generally do not result in loss of supply to customers. If, however, the rate and
duration of equipment failures increase, redundancy will be reduced over longer
periods of time thereby exposing customers to outages should a second or third
element fail. Hydro One tracks the performance of its equipment and equipment that
is likely to fail such as the CGE transformers and the Air Blast Circuit Breakers and
these are replaced in a proactive manner to restore system security. Descriptions of
these investments can be found in Exhibit D2, Tab 2, Schedule 3, S4 to S10 and S14.

Further to the above, the discussions below provide a more comprehensive view of
early indicators of reliability issues associated with specific equipment and system
components.

Hydro One’s asset condition assessment, diagnostic and monitoring programs are
designed to identify equipment and component reliability problems at an early stage,
as well as assets in need of maintenance or replacement. Reliability management
includes focus in five areas: anticipation of problems, condition assessment and
diagnostics, reliability monitoring/investigations, identification of those defects that
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require immediate action and emergency response. Anticipatory action usually
results in some form of investigation to identify the next steps, where asset condition
assessment, diagnostics and reliability monitoring/investigations can provide an early
indication of reliability problems.  These are discussed below at an asset specific
level, as well as Hydro One’s experience on early signs of reliability problems.

Transmission Lines

Overhead Conductor and Shieldwire:

e Defective dampers point to vibration problems and the possibility of damage to
conductors. Hydro One has observed this on a number of circuits in the
southwestern parts of the province, where laminar wind conditions exist that
cause high frequency conductor vibrations similar to that of a violin string. This
issue is addressed under Planned Corrective Maintenance and Projects as noted in
Exhibit C1, Tab 2, Schedule 3, page 53.

e Follow-up engineering assessments are completed to assess the severity and
extent of the problem as well as conductor testing.

e Conductor samples are removed from old lines and analyzed in a laboratory to
identify the more so normal degradation associated with corrosion and loss of
strength and ductility. Early indications include depletion of the protective zinc
layer with some corrosion of the steel wires, but strength and ductility are still
acceptable.

Steel Structures:

e Any above ground issues are identified as part of our normal asset condition
assessment programs with the more severe problems usually require engineering
assessment to identify if, and to what extent member replacement is required.

e Most of the steel towers in Hydro One’s system are supported on buried steel
foundations. Early signs of issues include leaning structures and tower member
distortion due to uneven settling, frost action or weakening of foundation
members due to corrosion. All of these issues have been noted on our towers and
are being managed under the respective OM&A and capital lines programs.

Wood Structures:

e Premature wood decay is identified as part of the asset condition assessment.

e Failure investigations have identified the type of wood arms that are more
susceptible to rot and failure. A failure investigation identified the deterioration
mechanism on the 230 kV Gulfport type structures as noted in Exhibit D1, tab 2,
Schedule 3, page 58, starting on line 3.

Insulators:

e Hydro One tests a number of insulators each year on a sample basis and the
number of failed units identified determines the likelihood of future reliability
problems. The testing program has identified a high number of defective
insulators on the 500 kV system in southern Ontario. This testing plus the fact that
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a few insulators have failed which has caused outages, has resulted in testing all
insulators on these critical circuits and replacing those insulator strings that were
identified to be defective. The sampling practice has also identified problems on
some of the 115 kV and 230 kV lines requiring extensive insulator replacement.
Specific insulator failures can point to system issues as was the case in the 1980s.
Hydro One experienced a number of failures on dead end strings that pointed to
what is referred to as cement growth - an expansion of the cement that bonds the
steel cap to the porcelain and in the process causes the porcelain to crack. This
problem exists on all Ohio Brass and Canadian Porcelain insulators manufactured
between about 1965 and 1982. The degradation process is accelerated with dead-
end insulators due to their somewhat horizontal arrangement and higher
mechanical stresses than suspension insulators. This cement growth problem is
now showing up in more suspension insulators and Hydro One’s testing program
is designed to identify those line sections at risk.

Other early indicators of problems include a large number of flash marks on
insulators and a high number of momentary outages. In many cases these
indicators point to poor grounding.

Underground Cables:

Sheath current measurements identify breaches in the outer protective layer, also
referred to as the jacket of low pressure cables. These breaches can result in
degradation of the lead sheath and when this occurs, the cable may need to be
replaced. This is the case with circuits H2JK and K2 identified in Exhibit D1, tab
3, Schedule 2 page 2, line 22.

Oil top up identifies oil leaks that can point to a damaged cable sheath.
Polymerization tests on insulation paper are also carried out. When the insulation
is identified to be defective this will usually lead to failure and replacement of the
cable.

Dissolved gas in oil provides an indication of electrical discharge and possible
damage to the insulation. Hydro One has drained and replaced oil in cables that
have a high concentration of dissolved gas to prevent damage to the insulation.
Cathodic protection readings provide an indication if corrosion is taking place on
high pressure oil filled pipe type cables.

Stations

Station reliability is primarily driven by the performance of circuit breakers,
transformers, and protection systems whereas other station assets such as station
service and disconnect switches contribute to system reliability to a lesser extent. It
must be recognized, however, that station service assets can have a pronounced
impact on the performance of the primary equipment.

Macro assessment of future performance can be made by:

assessing historic performance at both population and individual asset-levels
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assessing asset demographic information at the population and individual asset
levels

Leading indicators for performance are outlined below at an asset-specific level for
circuit breakers, transformers, and protection schemes.

Circuit Breakers

Consideration of the number of fault and switching operations since the previous

maintenance or major overhaul can be used to predict when individual assets may

become less reliable. This may trigger maintenance or replacement of the asset,

depending on various factors, including:

o Oil Circuit breakers in general purpose positions are typically maintained
when they surpass the number of allowable operations

o0 Air blast breaker performance will degrade significantly if the major rebuilds
are not completed approximately every 20-30 years

o0 Breakers in capacitor or reactor switching positions see a high number of
operations with severe duty and there is a very strong correlation to number of
operations and degradation of breaker reliability.

Preventive maintenance test results provide condition information which is

generally a leading indicator of performance degradation

o Oil and SF6 testing is used to identify symptoms of incorrect operation
(contact burning, partial discharge, dielectric degradation, etc.)

Technical Obsolescence and availability of spare parts and service is a leading

indicator of performance degradation. As defects are identified through routine

operation and maintenance activities, availability of parts and service affects

Hydro One’s ability to mitigate performance degradation in terms of both

frequency and duration of outages. This is particularly true for air-blast breakers

and early generation oil circuit breakers.

Specific investments that are targeted at sustaining reliability of circuit breakers are
noted in Exhibit D1, Tab 3, Schedule 2, S1 — S11.

Transformers:

Oil analysis is completed as part of the preventive maintenance program, and

provides insight into the aging of the transformer’s main insulation systems. This

is the primary leading indicator for transformer reliability.

o Dissolved gas analysis (DGA) provides an indication of defects within a
transformer and the associated tap changer that will eventually lead to failure.

0 Assessment of Furanic compounds can provide an indication of the strength of
the transformer’s insulation, failure of which will ultimately cause the
transformer to fail.

o Assessment of the oil condition (dielectric, acidity, moisture content) and how
it affects the cellulose insulation systems.
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e Engineering design review studies which utilize modern design tools to compare
capabilities of in-service equipment against designed functionality. Having a clear
understanding of an asset’s capabilities vs. the intended operation allows for
assessment of future reliability impacts
0 A design review has identified a series of deficiencies with the 19 230-44kV
125MVA CGE transformers which are being replaced under the S14

o Limitations of a group of the 500kV autotransformer population has resulted
in the 500kV autotransformer remediation program outlined in Exhibit C1,
Tab 2, Schedule 3 page 18

e Assessment of historical transformer loading and projected load growth

e Assessment of the number of tap changer operations relative to expected design
life. This provides an indication of internal damage and in many cases will
determine end of life of the tap changers.

Specific investments that are targeted at sustaining reliability of transformers in
Exhibit D1, Tab 3, Schedule 2 include: S12 — S15.

Protections:

Failure of protection systems will cause serious reliability problems for the
transmission system as described on page 54 of Exhibit D1, Tab 2, Schedule 1. For
older protection systems that are not self diagnosing and are the majority of the
protections in service today, the primary approach to detect early indications of
pending protection system failures is to track the failure rates of specific makes and
models of relays observed from the periodic re-verifications and event analyses. An
elevated rate of failure for a particular make and model of relay relative to the rate
expected in a normal lifetime is an indication of pending end of life. The degree to
which the failure rate is elevated is a primary factor in the Health Index which is used
to schedule the protection replacement program identified in Exhibit D2, Tab 2,
Schedule 3, S24 and S25. Over the past decade, this approach has been used to target
about 10 specific makes and models of protective relays with increasing failure rates
and schedule their replacement before they would cause a noticeable deterioration in
transmission reliability.

Controls:

The loss of the ability to monitor and control a transmission station can also cause
serious reliability problems for the transmission system as a result of the loss of
situational awareness and the loss of the ability to respond to alarms and contain
evolving events on the system. The critical asset in the station control system is the
Remote Terminal Unit (RTU). Observed trends in failure rates are also used, along
with other factors to detect pending end-of-life of RTU’s; replacement of these units
is scheduled before their failure can impact transmission reliability. Over the past
decade, six makes and models of RTU have been identified and replaced before they
could cause deterioration in transmission reliability.
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Telecommunications:

Telecommunications support both protections and control and hence failure of
telecommunications can have serious impact on transmission reliability for the same
reasons identified above. It must also be recognized that these systems connect
directly to the OGCC; any loss in security or communication will have a significant
impact on the ability to operate the system resulting in serious reliability
consequences. The health of telecommunications devices and systems are also
monitored using a similar approach to that of protections and RTU’s.

Over the past decade, replacements have been completed on most of the power line
carrier based and microwave based telecommunication systems before their failure
could cause deterioration in system reliability. Failure rates on tone channel devices
were observed to be increasing in 2001 and a replacement program for them was
subsequently implemented. To date, 200 out of 370 of these units have been replaced
before their failure could cause transmission outages. Over the past decade, failure
rates and repair time on Direct Current remote trip channels has been observed to be
deteriorating with effects on transmission reliability. A program has been put in place
for their replacement as noted in Exhibit D2, Tab 3, Schedule 2, page 43, line 15.

Operating Systems & Tools:

Operating tools are monitored regularly and defects logged, i.e. defective routers,
hard drives, etc. As well, vendor support is tracked and when there are indications
that the support will cease, plans are made to address this issue. Through the defect
monitoring Hydro One has had to replace hard drives and loss of vendor support has
resulted in the replacement of routers.
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1 Ontario Energy Board (Board Staff) INTERROGATORY #12 List 1
2
3 Interrogatory
4
5 Issue 1.2 Are Hydro One’s economic and business planning assumptions for
2011/2012 appropriate?
;
8 Ref: Exhibit A/Tab12/Sch.5, Exhibit C & Exhibit D
9 A recent outage in Toronto on July 5, 2010 originating at Manby TS has been
10 attributed by some media reports to Hydro One’s aging transmission system and
11 equipment.
12
13 (@) In Hydro One’s view, is there a connection between the incident at Manby TS and
14 the age of the system or equipment?
15
16 (b) Were there any previous indications in Hydro One’s asset assessment algorithms
17 predictive of imminent failure at the Manby TS and if so what corrective
18 measures were taken? If Hydro One’s asset assessment mechanisms were not able
19 to predict this occurrence what adjustments to these mechanisms are being
20 contemplated?
21
22 (c) Please provide an example of a “severe” event and an example of a “catastrophic”
23 event as mentioned at page 5 of Ex. A/Tab12/Sch.5. Into what column of Table 2
24 at page 10 of Exhibit A/Tab 12/Sch.5 would the Manby outage fall?
25
26 (d) Is the Manby outage incident symptomatic of a lack of reliability in the
27 transmission system in general?
28
29 (e) In Hydro One’s view, is supply to Toronto sufficiently reliable? Is the restoration
30 of that supply (3 hour outage) acceptable for a large urban centre?
31
32 (F) What are the causes of any lack of reliability in Toronto’s electricity supply? Can
33 the lack of reliability be addressed through transmission projects?

34

35

3  Response

37

38 (a) It is Hydro One’s view that the incident at Manby TS does have some correlation to

39 the age of the system, but not pronounced, as the oil circuit breaker that failed had
40 been in-service for 32 years which is below the normal end of life range for breakers
41 of this type. One would expect some signs of aging with a breaker in this age group,
42 as the degradation process would have started as a result of thermal cycling, number

43 of operations, electrical loading, etc. and any defects would amplify over time
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eventually leading to failure. In this particular case, the degradation process occurred
relatively quickly and resulted in a premature failure.

(b) Hydro One is going to great lengths to understand the root cause of this event,

however the analysis and investigation at this time is not complete. When all of the
facts have been revealed, Hydro One will assess the suitability of its inspections and
diagnostic assessments and will make the appropriate adjustments to protect against a
reoccurrence. It is noted that maintenance for the subject breaker was up to date
without indication of impending failure.

(c) From a reliability perspective, the Manby TS incident would be considered a severe

event as the Transmission Unsupplied Energy was above 4 system minutes and
impacted about 1550 MW of load that was restored in stages over a 3 hour period.
From a regional supply reliability perspective, a catastrophic event would result in
unsupplied energy of 8 system minutes, or an event that would have been about 2 to 3
times that of Manby TS. An event such as this would impact not only the western
parts of Toronto, but extend into parts of Mississauga, Oakville and Brampton.

The Manby outage would fall into the severe category with an unlikely probability.

(d) No, as this is considered a rare occurrence.

(e) It is Hydro One’s view that the supply to Toronto is sufficiently reliable. The plan in

(f)

progress and work proposed in this rate submission will maintain and enhance
reliability. We consider the Manby TS outage as highly abnormal and would not
expect that a breaker would fail in such a highly explosive manner. Of note is that the
failure of the breaker itself did not result in a direct interruption of load. It was the
tripping of the adjacent circuits and equipment due to oil and debris contamination
from the explosion that resulted in the loss of load. This type of outage is very
unusual. Observers noted that flames shot up over 30 meters and smoke and soot
engulfed parts of the station causing adjacent electrical equipment to fault.

Hydro One is concerned whenever transmission system issues impact upon the
reliable supply of electricity to its customers; these concerns are amplified when large
numbers of customers, such as in an urban centre, are impacted. However, given the
extreme nature of the Manby TS event as well as the time required to extinguish the
fire and create a safe situation to allow staff to restore faulted equipment, Hydro One
believes that the restoration time was acceptable under these conditions.

Hydro One does not see any lack of reliability in the Toronto’s supply from a power
system design perspective. The transmission system to Toronto meets or exceeds all
applicable NERC standards, NPCC criteria and IESO market Rules including the
Ontario Resource and Transmission Assessment Criteria (ORTAC) with respect to
the adequacy and security of supply. Sustaining programs and projects as proposed in
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this rate submission include the “end of life” management of assets that will ensure
that reliability levels will be maintained.

Please refer to Exhibit D2, Tab 2, Schedule 3 for investments planned for the Toronto
area. Development projects are included in Investment Summary Documents D11,
D12, D13 and D14. Sustaining projects include S3, S8, S13, S15, S28 and S39.

On a more specific note concerning the type of breaker that failed, Hydro One has a
replacement program in place to remove oil circuit breakers that present significant
reliability risks as detailed in Exhibit D1, Tab 2, Schedule 3, Page 9, line 6 to 18. The
removal of these breakers will reduce the likelihood of a severe explosive failure and
a reoccurrence of a similar incident to Manby.

In addition, Hydro One is replacing protection and control systems as noted in Exhibit
D1, Tab 3, Schedule 2, page 38 starting at line 17 and page 39 starting at line 1 in
order to ensure the system shuts down in a safe, coordinated and predictable manner
when incidents such as Manby occur. Had the protection systems been defective and
not operated as designed, this would have resulted in added equipment damage and
the outage would have propagated to other connecting stations thereby impacting
many more customers.  Protection systems are designed to contain these types of
power disturbances and it is imperative that those protections that are nearing end of
life be replaced in a proactive manner as noted in the above references.
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Ontario Energy Board (Board Staff) INTERROGATORY #13 List 1

Interrogatory

Issue 1.2 Are Hydro One’s economic and business planning assumptions for
2011/2012 appropriate?

Ref:(a) Letter from Hydro One Networks filed on December 3, 2009 in regard to
”Approved Deferral Account for IPSP & Other Long Term Projects Preliminary

Planning Costs — Additional Projects”

Ref:(b) Board Decision with Reasons, May 28, 2009 Re Hydro One’s 2009 and
2010 Transmission Rates (EB-2008-0272)

Ref:(c) Proceeding (EB-2008-0272)/Exhibit C1/Tab2/Sch3/p7/ Table 1/ltem 15 —
New Supply to City of Toronto

In its letter of December 3, 2009, Hydro One requested the inclusion in the deferral
account established by the Board, preliminary planning costs for IPSP-related and

other long term capital projects. The description of the project “New Supply to City
of Toronto”, Item #15 at Reference (c), identified expenditures of $1.4 million in each
of the two years 2009 and 2010.

(a) Please provide a detailed report on this project describing the work that has been
completed to date including any preliminary planning and engineering undertaken
in 2009 and 2010.

(b) Please provide an update to the cost estimate of $600 million quoted for the
“Central and Downtown Supply”, described in Reference (a).

Response

(@) The “New Supply to City of Toronto” identified in Reference (c) has been put on
hold as the OPA has not reconfirmed the need for this project following several
recent developments, as described in Board Staff Interrogatory 14, part c). The
project was therefore not included in the current filing. No planning or development
work was carried out in 2009 or is planned to be carried in 2010.

(b) As mentioned above, the project is on hold and estimates have not been updated.
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Ontario Energy Board (Board Staff) INTERROGATORY #14 List 1

Interrogatory

Issue 1.2 Are Hydro One’s economic and business planning assumptions for
2011/2012 appropriate?

Ref: IPSP Proceeding EB-2007-0707/Exhibit E/Tab5/Sch5/Section 5.3/p31-42
In Section 5.3, pages 31-36, of the Reference above, there is a description of three
transmission alternatives:
e 53.1 Parkway Station to Hearn Station Option
e 53.2 Beck Station to Hearn Station Option
e 533 Bowmanville Station to Hearn Station Option.

At pages 36-39, section 5.3.4, there is a “Preliminary Review of the Transmission
Solutions”, and at section 5.3.5 there is a “Transmission Solution Project Schedule”.

(a) Please confirm whether any of these options is under construction or planned to
be under construction in the test years.

(b) Please provide an update to the description of the three options described section
5.3.4, and an update to their cost estimates.

(c) Please provide an update to “Transmission Solution Project Schedule” shown in
section 5.3.5.

Response

(a) The OPA has not confirmed the need for these projects. No work is planned on any of
these options during the test years.

(b) The OPA has not confirmed the need for these projects. No work is being done on
these options and no updates are available.

(c) At the present time, no update is available. Since the publication of the IPSP, a
number of developments have occurred that have led to alternative viable options
within an integrated plan and therefore the originally specified work did not need to
be completed in accordance with the original schedule. These developments include:

e Lower than expected demand due to the recession.
e Good progress on conservation programs and initiatives, including prospects for
demand response (DR).
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e Good prospects for distributed generation (as indicated in the July 2009 report
prepared by Navigant Consulting).

e The inclusion of resource-based alternatives that can be accommodated given the
short circuit upgrades proposed for Leaside TS, Manby TS and Hearn TS.

Further studies will establish timing and scope of work for this area.
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Ontario Energy Board (Board Staff) INTERROGATORY #15 List 1

Interrogatory

Issue 1.2 Are Hydro One’s economic and business planning assumptions for
2011/2012 appropriate?

Ref: Proceeding EB-2007-0707/Exhibit E/Tab5/Sch5/Section 7. - Near Term
Needs/p41-42

At page 42 (corrected on October 19, 2007), lines 11-22 of the reference above, it is
stated:

“To meet the potential range of needs facing Downtown Toronto, the OPA
identifies the need for the following development work in the near term:

1. Technical and survey studies to assess potential performance issues and costs, and

to develop a plan for large scale application of distributed generation in
Downtown Toronto;

2. Investigations to explore the feasibility and scope of work of increasing the short

circuit capacity at Leaside, Manby and Hearn stations;

3. Engineering and technical studies to establish the scope of facilities and detailed
costs for the transmission options;

4. Due diligence study for suitability of VSC HVDC technology for supply to
Downtown Toronto; and

5. Initiation of the work to obtain the necessary EA approvals for the preferred
plan.”

(a) Please describe the “development work” that was completed for each of the 5
items identified.

(b) For any of the five items, where the “development work” has not been completed,

please provide:
e reasons why such work was not undertaken;
e an indication as to whether Hydro One intends to complete this work;
e the schedule for completion.
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Response

(a) The status of the five items is as follows:

1.

o s W

Hydro One has not carried out any studies on developing a plan for large scale
applications of distributed generation in the City of Toronto.

This work is underway as described in the evidence in Exhibit A, Tab 11,
Schedule 4 and Exhibit D1, Tab 3, Schedule 3 and in other Interrogatory
responses.

No work has been carried out.

No work has been carried out.

No EA work has been carried out.

(b) Apart from the Hearn, Leaside and Manby station short circuit uprating, the need for
the work as described, has not been confirmed and the work is on hold. Hydro One
will initiate the work once the need has been confirmed by the OPA. At present,
there is no schedule for the work.
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Ontario Energy Board (Board Staff) INTERROGATORY #16 List 1

Interrogatory

Issue 1.2 Are Hydro One’s economic and business planning assumptions for
2011/2012 appropriate?

Ref: (a) Proceeding EB-2007-0707, OPA’s response to Board Staff Interrogatory 38,
dated June 18, 2008/Exhibit I/Tab1/Sch 38
Ref: (b) Transmission System Code (“TSC”)

In Table 1, page 2 of Reference (a), the estimated cost for the project “Central and
Downtown Toronto Supply” is $600 million in the year 2007.

(a) Please indicate whether Hydro One approached Toronto Hydro to explore
financing arrangements for each of the transmission alternatives. Please explain
your answer with reference to relevant sections of the TSC.

(b) Please provide a summary of any financial arrangement(s) reached.

Response

(a) Hydro One has not approached Toronto Hydro to explore financing arrangements.

(b) There are no financial arrangements to report.
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Ontario Energy Board (Board Staff) INTERROGATORY #17 List 1

Interrogatory

Issue 1.2 Are Hydro One’s economic and business planning assumptions for
2011/2012 appropriate?

17) Ref: Exhibit D1/Tab3/Sch3 and Exhibit A/Tab11/Sch4
It is generally accepted that the total load in the Toronto Downtown area’ is
approximately 2000 MW. One of the planning criteria when considering a third
supply for Toronto Downtown is to ensure that for a single contingency, the two
other supply sources can carry the full load of 2000 MW. Generation, including
distributed generation, is considered a substitute or proxy for a third transmission
circuit, if it can be developed in time and with sufficient dependability to meet the
load.

To assess this possibility, please provide two sets of information, one for the area
served by Leaside T.S, and one for the area served by the Manby Sector:

(a) For existing generation in each area: the location, size in (kW or MW), and
generation type of each site (e.g., gas-fired cogen, wind, photo-voltaic);

(b) For generation in each area for which FIT contracts are already signed: the
location, size, and generation type of each site;

(c) For generation in each area where FIT contracts are anticipated but awaiting

transmission reinforcement: the location, size, and generation type of each site,
and the nature of the reinforcement required.

Response

a) The existing generation is given in the Table below:

Number | Sector Station Type Size
(kW)
1 Leaside Basin Photovoltaic 36.0
2 Leaside Bridgman Unknown 355.0
3 Leaside Cecil Gas Turbine 6,000.0
4 Leaside Cecil Bi-Fuel Reciprocating Engine 1,275.0
(Natural Gas & Diesel

! Proceeding EB-2009-0139, Exh Q1/Tab4/Sch 1-1/Execeutive Summary Presentation bb Navigant to the
Ontario Power Authority and Toronto Hydro, dated July 28, 2009, page 2, first paragraph
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Number | Sector Station Type Size
(kW)
5 Leaside Charles Photovoltaic 55
6 Leaside Esplanade Gas Engine 150.0
7 Leaside Esplanade Gas Turbine 7,012.5
8 Leaside Hearn Portlands 585,000.0
9 Leaside Terauley Diesel Engine 2,300.0
10 Manby John Diesel Engine 1,500.0
11 Manby John Diesel Engine 1,800.0
12 Manby John Steam 11,000.0
13 Manby Strachan Wind Turbine 750.0
14 Manby Strachan Gas Engine 1,600.0
15 Manby Strachan Photovoltaic 100.0
16 Manby Wiltshire Diesel Engine 500.0
SubTotal (Projects > 5kW): 619,384
Subtotal (66 Projects <= 5kW): 131
TOTAL (kW) 619,515

b) Below is a summary of FIT applications which have applied to the Leaside and

Manby 115kV systems as of July 29th, 2010, and have either been offered FIT
contracts, or may receive a contract offer pending application review. All
applications were for Solar PV installations.

Sector Contract Offered Under Review

# of apps total kW # of apps total kW
Leaside 14 1458 3 274
Manby 19 3290 5 287

Additionally, as of July 26™ 2010, 63 micro-FIT applications, totaling 147 kW, have
been offered contracts within the areas of Central Toronto and East York. Due to the
simplified nature of these applications, data has not been collected to link these
projects to specific transformer stations or to the Leaside or Manby systems.

The only FIT application which has so far been denied a contract for connection to
either the Leaside or Manby system is a 9.9MW biogas facility which applied for
connection to the Leaside system. This application will not be eligible for a contract
until the short circuit level constraint at Leaside TS is removed. As of June 4th, any
new applications for connection to the Leaside system, even those which qualify as
Capacity Allocation Exempt, will exceed the short circuit capacity of Leaside TS.
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Ontario Energy Board (Board Staff) INTERROGATORY #18 List 1

Interrogatory

Issue 1.3 Is the overall increase in 2011 and 2012 revenue requirement
reasonable?

Ref: Exhibit A/Tab 2/Sch 1
Please provide the detailed calculation used to determine the customer bill impacts
found in the Notice published by Hydro One.

Response

The average customer bill impacts were estimated by determining the transmission Rates
Revenue Requirement impact and factoring in transmission’s share of the total bill.

The data used to determine the 2011 and 2012 impacts shown in the Notice and
referenced in Exhibit A, Tab 2, Schedule 1, page 1, is provided below:

2010 2011 2012
OM&A 436.3 450.0
Depreciation 302.9 334.8
Income tax 80.9 70.0
Cost of Capital 625.3 692.6
Revenue Requirement | 1,257.3 1,445.5 1,547.4
Increase over prior year 15.0% 7.0%
Less: External Revenues (18.0) (31.3) (24.7)
Less: Export Revenue Credit (12.0) (10.1) (10.2)
Less: Other Cost Charges (20.3) (10.0) 2.6
Add: Low Voltage Switchgear (LVSG) 10.8 11.8 12.5
Rates Revenue Requirement | 1,217.7 1,405.8 1,527.5
Increase over prior year 15.4% 8.7%
Impact of load forecast change 0.3% 1.1%
Rates Revenue Requirement Impact | 15.7% 9.8%

The information shown above up to the row “Rates Revenue Requirement” is included in
Table 2 and Table 4 of the pre-filed evidence at Exhibit E1, Tab 1, Schedule 1.

The 1.2% and 0.7% average customer’s total bill impact in 2011 and 2012 noted in
Exhibit A, Tab 2, Schedule 1, page 1, and referenced in the Notice published by Hydro
One factors in that transmission represents about 7.5% of the total bill.
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This 7.5% figure was arrived at using the following information:

Transmission as a % of Total Bill (2009)

¢/kWh Source
Commodity 6.217 IESO December 2009 Monthly Market Report page 26
Wholesale Market Service Charges 0.609 IESO December 2009 Monthly Market Report page 26
Wholesale Transmission Charges 0.772 IESO December 2009 Monthly Market Report page 26
Debt Retirement Charge 0.7 IESO December 2009 Monthly Market Report page 26
Distribution Service Charges 2.06 $2.788 B-2008 OEB Yearbook page 7/135.187 TWh
sales (per IESO data)
Total 10.36
Transmission as a % of Total 7.5%

Therefore, 7.5% of the Rates Revenue Requirement impact of 15.7% results in a 1.2%
estimated increase in bills for 2011. For 2012, 7.5% of the Rates Revenue Requirement
impact of 9.8% results in a 0.7% estimated increase.

The calculation of the estimated dollar increase in a residential customer’s total monthly
bill is provided in the response to interrogatory Exhibit I, Tab 4, Schedule 9.
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Ontario Energy Board (Board Staff) INTERROGATORY #19 List 1

Interrogatory

Issue 1.3 Is the overall increase in 2011 and 2012 revenue requirement

reasonable?

Ref: Exhibit A/Tab11/Sch3/p1-9.

Hydro One has stated in evidence that it intends for revenue requirement purposes to
adopt modified IFRS in 2012 in a manner consistent with the Board Report of EB-
2008-0408, with two exceptions. The Board Report states on page 25 that the utility
should describe the aggregate impact of any changes arising from the adoption of
IFRS as well as identify the impact arising from individual IFRS drivers. Without
disclosing amounts, Hydro One appears to be stating that it will offset the impact of
adopting IFRS in the two areas where it may arise by adopting the two exceptions
(overhead capitalization and group depreciation) thereby suggesting that it is
unnecessary to state the impact.

a)

b)

d)

Please confirm that the above is an accurate description of how Hydro One is
positioning its application for 2012 and its adoption of IFRS.

Please explain how the treatment differs in 2012 from 2011 given Hydro One’s
comments that the assumption is that MIFRS equals CGAAP with two
exceptions.

Please confirm that there are no other impact areas arising from the transition to
IFRS except as may arise from other changes to IFRS for which Hydro One has
requested a separate deferral account entitled Impact for Changes in IFRS
Account (for 2012 only).

Please state the estimated aggregate impact of adopting IFRS in 2012 as required
in the Board Report from EB-2008-0408, page 25, without the exceptions
requested and state the mitigation actions that Hydro One would propose should
any such impact be material. This estimate should include the full secondary
effects of changes to the amount in Property Plant and Equipment on depreciation
expense and return on rate base and disclose the component cost drivers making
up the aggregate impact.
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Response

a)

b)

Board Staff’s description of the basis of Hydro One’s 2012 submission is not
accurate. Hydro One submitted a request for an exception to the guidance on
accounting for overhead costs that was included in the Board’s February 24, 2010
letter to Distributors. In addition, Hydro one requested a deferral account for
premature asset retirement losses. The two requests do not offset.

The exception requested was based on the materiality of the expected rate impact of
applying IFRS overhead accounting and the fact that no other offsetting IFRS
adoption impacts are expected. Some Distributors expect to experience an offsetting
reduction in their revenue requirement calculation from reduced depreciation
expense. Hydro One will not experience this offset as it already uses an asset
hierarchy which is IFRS-compliant in respect of asset componentization. Further,
service lives under Canadian generally accepted accounting principles have been
based on previously approved independent asset service life studies, the
recommendations of which were implemented in 2007.

The estimated financial and rate impacts of implementing IFRS without the requested
overhead accounting exception was not included in the Company’s submission as
work to estimate the impact was still in progress at the time of filing. This
assessment is still on-going.

Note that Hydro One no longer expects that this exception will be needed for 2012 as
it anticipates the date of IFRS adoption will be deferred to 2013, consistent with the
proposal included in the July 28, 2010 exposure draft released by the Canadian
Accounting Standards Board. This exposure draft entitled “Adoption of IFRSs by
Entities with Rate-Regulated Activities” allows qualifying entities to adopt IFRS in
2013 rather than in 2011. We anticipate the proposals in the exposure draft will be
finalized by year-end 2010 given the need for an expedient solution for rate-regulated
entities in Canada. As such, Hydro One anticipates deferring implementation of IFRS
to 2013 given that significant changes in the accounting for rate regulated activities
could result. Hydro One considers it probable that the Board will consider an
analogous change in the implementation date of IFRS for regulatory purposes.
Beyond 2012, it is possible that a request for a similar exception to the Board’s
overhead accounting guidance will be made in a future cost of service rate
submission.

Hydro One’s submissions for 2011 and 2012 were prepared on the same basis, after
consideration of the requested above overhead accounting exception and the variance
account for premature asset retirement losses. The request for a variance account for
premature asset retirement losses is discussed in Exhibit I, Tab 1, Schedule 90, part b.
Hydro One has not identified any additional significant impacts on the revenue
requirement from adopting IFRS.
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The proposed “Impact for Changes in IFRS Account” is analogous to that approved
by the Board in EB-2009-0096, and was intended to capture the aggregate impact on
the 2012 revenue requirement resulting from any changes in IFRS accounting
standards or the interpretation thereof, whether by the accounting profession or by the
Board and its Staff when such change occurs after the date of Hydro One’s
submission. It was not intended to capture the impact of known IFRS issues if Hydro
One omitted them from its submission. If IFRS implementation is delayed for
regulatory purposes, Hydro One would not require this account for 2012.

Based on its IFRS implementation analysis performed to date, and the current IFRS
accounting standards, the estimated aggregate impact of adopting IFRS in 2012 will
be an increase in revenue requirement of approximately $200 million for 2012. This
is a very high level estimate of the impact based on current business and accounting
assumptions and current interpretations of IFRS. By necessity certain assumptions
have been made to translate the expected reduction in 2012 capital expenditures from
adopting IFRS into a rate base and revenue requirement estimate. For example, fixed
asset additions, depreciation expense and CCA have all been estimated based on high
level assumptions.

With the proposed deferral of implementation of IFRS for rate-regulated entities to
2013, the accounting that Hydro One would follow under IFRS in the future may be
very different. As such, the impacts of adopting IFRS on Hydro One’s results may
change significantly.

This increase is primarily attributable to the after tax impact of increased OM&A and
reduced capital expenditures attributable to changing Hydro One’s capitalization
policy to conform to the current requirements of IAS 16 “Property, Plant and
Equipment.” The dollar impact of losses on premature retirement of fixed assets
cannot be predicted but such losses are reasonably likely to be material. As stated in
the Company’s application, other impacts of adopting IFRS in 2012 are not expected
to be material at this time based on current interpretations of IFRS. It should also be
noted that a delay in IFRS implementation to 2013 is reasonably likely to occur
following recent actions taken by the Canadian Accounting Standards Board to
propose such a delay, to be exercised at the option of qualifying rate regulated
utilities. This delay means that the accounting for rate-regulated activities could still
change significantly.

As noted in Exhibit I, Tab 1, Schedule 20, Hydro One continues to refine its
capitalization policy based on interpretations of IFRS. As well, Hydro One continues
to assess all reasonable accounting and business process changes to continue refining
its capitalization policy. We anticipate that after all reasonable measures have been
taken there could still be an on-going material shift from capital to OM&A.
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Ontario Energy Board (Board Staff) INTERROGATORY #20 List 1

Interrogatory

Issue 1.3 Is the overall increase in 2011 and 2012 revenue requirement

reasonable?

Ref: Exhibit A/Tab11/Sch3/p1-9.

The first of the two exceptions described on page 5 beginning at line 20 is a deviation
from the specific requirement to apply IAS 16, Property Plant & Equipment, as set
out in the Board’s Report from EB-2008-0408 and the Board’s clarification letter
posted on the Board’s website on February 24, 2010. Hydro One describes this
exception as affecting capitalized training cost, CSF&S and indirect line management
and supervision costs. Hydro One states that these costs are "a likely material
classification shift of Hydro One’s expenditures from capital to OM&A”. Hydro One
also states that this change “cannot be mitigated without a significant and sustained
annual rate increase.” Hydro Ones states that they have based their proposal on
“legacy practices including supporting independent studies based on the regulatory
principles of cost causality and benefit”.

a) Please identify the amount attributed to this exception in 2012 and the amount
proposed to be capitalized in 2011 under existing policy for the same
categories of cost. Please provide the amounts for each of the three sub-
categories of cost identified by Hydro One.

b) Please identify the business actions that would be taken by Hydro One to
mitigate the impact of the change in capitalization, such as those mentioned at
page 16 of the Board’s Report (EB-2008-0408)

c) Please identify any further rate mitigation measures that may be required..

d) Please provide copies of the independent studies referred to in the exhibit and
indicate whether they pre-date the decision to implement IFRS in Canada by
the Canadian Accounting Standards Board.

e) Please describe whether Hydro One capitalization policy draws any
distinction between training cost incurred for initial staff of new facilities and
ongoing training costs, and provide rationale for capitalization of any ongoing
training costs.

f) Please state the amount of “immediate and sustained annual rate increase” that
would arise from adoption of the Board’s policy as stated in EB-2008-0408
and the letter of February 24, 2010 and demonstrate its materiality.
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Response

a)

b)

For the three specific categories noted, the current estimate of the amount requested
for continued capitalization as an exception in 2012, for each sub-category of cost is
estimated as follows:

Sub-component ($'s in millions)

Training 12
Line Management & Supervision 19
CSF&S & Asset Manager 121

This estimate is based on Hydro One’s work in this area to date and continues to be
subject to future change prior to the implementation of IFRS. Note too that on July
28, 2010 the Canadian Accounting Standards Board released an exposure draft
entitled “Adoption of IFRSs by Entities with Rate-Regulated Activities” that allows
qualifying entities to adopt IFRS in 2013 rather than in 2011. If the option is
finalized, Hydro One anticipates deferring implementation of IFRS to 2013 given that
significant changes in the accounting for rate regulated activities could result.

The analogous amount proposed to be capitalized in 2011 under CGAAP (i.e. the
same overhead accounting policy as that requested as an exception), for the same
three sub-categories is estimated as follows:

Sub-component ($'s in millions)

Training 21
Line Management & Supervision 29
CF&S & Asset Manager 126

Training and Line Management costs are partially disallowable under current IFRS
while CF&S and Asset Manager costs are currently assumed to be entirely
disallowable as capital under IFRS as it stands today.

Hydro One has continuously refined its capitalization policy since the date of its
submission to better qualify amounts for capitalization under current IFRS. This
process leads to a reduction in the original impact of adopting an IFRS-based
capitalization policy. Some additional amounts for capitalization could still be
identified as the Company continues to assess all reasonable accounting and business
process changes.

However, even after all reasonable accounting and business process alignment steps
have been taken in the Company, significant expenditures could still not be allowable
as capital once IFRS is adopted. We would anticipate these to include most shared
corporate functions and services expenditures that are currently allocated to the
Company’s subsidiaries and businesses under approved causality and benefit studies.
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As the Company expects that its corporate functions and services and some other
overhead amounts will be disallowed as capital and will instead be classified as
OMG&A following the adoption of IFRS, there will be a need to address mitigation to
avoid an adverse rate impact. If IFRS remains unchanged in two years, this
accounting impact would represent a permanent shift in expenditure classification.
Hydro One’s view is that this impact is best addressed by the Board approving a
continuance of the legacy overhead accounting allowed under Canadian generally
accepted accounting principles (CGAAP). This exception would represent a
modification to IFRS as applied for regulatory accounting purposes for Hydro One’s
Transmission Business.

Hydro One has provided copies of the relevant Black and Veatch (formerly Rudden)
studies on shared cost allocation and capitalization; please refer to Attachments 1 and
2 respectively of this exhibit. Updates to these reports are found in Exhibit C1, Tab 5,
Schedule 1 Attachment 1 and Exhibit C1, Tab 5, Schedule 2, Attachment 1
respectively. These reports were prepared prior to the Canadian Accounting
Standards Board’s February 13, 2008 confirming decision that publicly accountable
entities would be required to adopt IFRS. Hydro One is unclear what relevance the
date of the AcSB decision has, however, as the overhead studies prepared for
regulatory purposes are based on management accounting principles of causality and
benefit and not on specific CGAAP pronouncements.

Currently, under CGAAP, Hydro One’s policy is that it would generally only
capitalize asset-specific training expenditures as an integral cost of those assets when
the assets or facilities are new to Hydro One's operations. Such a treatment is rare.
An exception to this general treatment is that direct training expenditures are not
capitalized as part of the cost of new IT systems. Staff training expenditures, such as
those required to meet health and safety standards and regulations and those incurred
to keep staff certifications current, continue to be capitalizable.

Hydro One is still developing its written IFRS capitalization policy. However, it is
expected that the final detailed policy will not allow for the capitalization of any
asset-specific training expenditures.

Hydro One Transmission has estimated the rate impact of following the Board’s
policy as stated in EB-2008-0408 and the letter of February 24, 2010, assuming that
the requested asset costing exception is not approved, as a rate increase of
approximately 14.5% for 2012. This estimate is based on a high level estimated
revenue requirement adjustment (please see Exhibit I, Tab 1, Schedule 19, part d)
derived based on the Company’s current view of which overhead and other
expenditures would likely be disallowed as capital under MIFRS. This is not a one-
time increase as a similar reclassification of expenditures from capital to OM&A
would occur in all subsequent years.
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l. SUMMARY

R. J. Rudden Associates (“Rudden” or “we”) is pleased to submit this Report on our
Review of Implementation of Common Corporate Costs Methodology (“Review”) to
Hydro One Networks Inc. In 2004, Rudden was engaged by Hydro One Networks Inc. to
recommend a best practice methodology to distribute the costs of providing the common
corporate functions and services (“CCFS”), including costs under its outsourcing contract
with Inergi LP, to Hydro One Inc. and its various subsidiaries. Rudden recommended,
Hydro One adopted, and the Ontario Energy Board (“OEB”) approved a methodology,
described in our Report on Common Corporate Costs Methodology Review dated May
20, 2005 (*2005 Report”). In this Report, that OEB-approved methodology is applied to
Business Plan 2007-2011 (“BP 2007”) data for the years 2007 and 2008. No changes
were made to the OEB-approved methodology. The reader is referred to the 2005 Report
for additional information.

Hydro One Inc. is wholly owned by the Province of Ontario. It operates primarily
through wholly owned subsidiaries: Hydro One Networks Inc., which includes the
Transmission business and the Distribution business; Hydro One Brampton Inc. and
Hydro One Brampton Networks Inc. (“Brampton”); Hydro One Remote Communities
Inc. (“Remotes”); and Hydro One Telecom Inc. (“Telecom”). See Section I11.D Table 6-
Business Units for further information on these businesses.

CCFS comprises the functions and services identified below; Exhibit A further describes
the functions and services.

TABLE 1 FUNCTIONS AND ACTIVITIES IN CCFS

Hydro One Inc. Corporate Office Customer Support Operations

Corporate Services Settlements

Finance Finance and Accounting Services

General Counsel Human Resources

Telecom Services e Supply Management Services

ETS- Applications Support and Infrastructure Support

The BP 2007 includes approximately C$218.3M in 2007 and C$219.2M in 2008 to
provide the common corporate functions and services. These functions and services are
provided, and the costs are incurred, for the benefit of the business units listed in Section
[11.D Table 6- Business Units.

Approximately half of the CCFS costs are incurred under an outsourcing arrangement
with Inergi LP (“Inergi”). In this Report, CCFS includes the portions of Inergi services
identified in BP 2007-2011 as sustainment.

1
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Our approach was designed to ensure compliance with OEB precedent including Docket
RP-2002-0133, and compliance with relevant provisions of the Affiliate Relationships
Code for Electricity Distributors and Transmitters, November 24, 2003 revision. In
addition, we addressed the following aspects: Cost incurrence (Are the costs needed to
perform services needed by the business units?); Cost allocation (Were the costs
appropriately allocated to the recipient business units?) and Cost / benefit (Did the benefit
received equal or exceed the cost?).

Our approach is described in Section 11- Approach. Our approach uses direct assignment
of costs to business units when possible and, consistent with OEB precedent, uses costs
drivers to allocate costs when direct assignment is not possible. A cost driver is a
formula for sharing the cost of an activity among those who cause the cost to be incurred.
The use of cost drivers conforms to OEB precedent, including Docket RP-2002-0133.

The guiding principle that Rudden used in assigning cost drivers was cost causation,
which means there is a causal relationship between the cost driver and the costs incurred
in performing the activity. Where cost causation cannot be easily implemented or
established, selecting cost drivers based on benefits received is a fair and consistent
treatment. Other factors considered included practicality; stability; and materiality.

Consistent with standard practice for consulting assignments, we relied on the
genuineness and completeness of all documents presented to us by Hydro One, and we
accepted factual statements made to us by Hydro One (e.g., counts of workstations,
counts of FTEs, budgeted amounts), subject only to overall reasonableness and actual
contrary knowledge, but without independent confirmation.

This Report presents the Total Amounts and the amounts in the Transmission business
unit. All amounts in this Report are in Canadian dollars.

Table 2 shows the CCFS costs distributed to each business unit for 2007 and 2008.

TABLE 2 TOTAL CCFS COSTS, 2007 AND 2008 BUDGET
] . 2007 Budget 2008 Budget
Business Unit ($000s) ($000s)
Transmission $ 73,136 $ 73,419]
Distribution 121,046 120,986
Others 24,161 24,765
Total CCFS Costs $218,343 $219,170|
2
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Il. APPROACH

The purpose of our Common Corporate Costs Methodology Review was:

Recommend a best practice methodology to distribute the cost of providing Hydro
One Inc.’s common corporate functions and services among the business units
that use the functions and services. The methodology must use cost drivers that
reflect causality and benefit and meet the requirements of the OEB. The cost
drivers should also take into account cost effectiveness, simplicity, regulatory
acceptability and flexibility.

Our approach was to:
e ldentify the functions and services included in CCFS;
e ldentify activities that are performed in order to provide the CCFS;

e Distribute the 2007 and 2008 budgeted cost to perform each function and
service among the activities required to perform it, based on time and/or cost
studies;

e Distribute the cost of each activity among the business units based on direct
assignment when possible, and based on cost drivers when not.

A. Principles Of Cost Distribution

There are two methods to distribute shared costs among business units — Direct
Assignment and Allocation. Direct Assignment is used when the portion of an activity
used by a business unit can be reasonably established. Direct assignment is preferable to
Allocation because it is based on a more direct relationship. Approximately 33% of
CCEFS budgeted costs were assigned directly to one or more of the business units.

Allocation is used when more than one business unit uses an activity, but the portions of
the activity that each uses cannot be directly established. In this case, a cost driver must
be assigned to distribute the costs of the activity. A cost driver is a formula for sharing
the cost of an activity among those who cause the cost to be incurred. The principles
used by Rudden to assign cost drivers are discussed below.

B. Cost Drivers

As stated above, a cost driver is a formula for sharing the cost of an activity among those
who cause the cost to be incurred. The guiding principle that Rudden used in assigning
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cost drivers was cost causation, which means that there is a causal relationship between
the cost driver and the costs incurred in performing the activity. In some cases, cost
causation cannot be easily implemented or established, in which cases selecting cost
drivers based on benefits received is a fair and consistent treatment.

Other factors considered included practicality (cost drivers should be understandable,
obtainable at reasonable cost and objectively verifiable); stability (estimates should be
reasonably accurate and unbiased); and materiality (when choosing between cost drivers,
small differences can often be ignored in favor of practicality and stability).

C. Types of Cost Drivers

Cost drivers can be classified as External or Internal. External drivers are based on data
that are external to the cost allocation process, such as physical units or financial
amounts. Internal drivers are based on values computed as part of the allocation process.
For example, the cost of a supervisor’s salary might be allocated in the same proportion
as the salaries of the people being supervised. Table 3 describes the types of cost drivers.

TABLE 3 DESCRIPTION OF TYPES OF COST DRIVERS

TYPE DESCRIPTION EXAMPLES

External Drivers

Physical units; usually Number of customers, employees,
Physical | Objectively determinate but phone calls or workstations; time

often require estimates studies; MWh or MW

Financial information from Capital expenditures, Net utility
Financial | accounting or management plant, Oper Maint (expense), Total

reports, budgets or projections | assets, Total capital, Total revenue

Weighted combinations of
other drivers, used when one
or more drives are applicable
and none is clearly preferable;
weights determined by
judgment

Non-energy Rev_Assets Blend =
50% weight for Non-Energy
Revenue and 50% weight for Assets

Blended
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TYPE DESCRIPTION EXAMPLES

Cost driver for payroll preparation
activity is FTEs (Full-Time

Driver Any driver may be modified | Employees), but Brampton business

«Business | by excluding one or more unit prepares its own payroll and

Unit business units to which the does not use the shared service,
activity does not apply therefore activity cost driver is

called FTE xB (Full-Time
Employees excluding Brampton)

Internal Cost Drivers

All ) Cost of general departmental
Internal | Use the result of previous expenses might be allocated in the
Cost allocations as the basis for same proportion as the specifically
Drivers | further allocations assigned departmental activities

Table 4 summarizes the types of cost drivers used to assign the CCFS costs for 2007.
The results for 2008 would be very similar.

2007 $ ASSIGNED % OF
TYPE (C$ 000s) TOTAL
Direct Assignment $71,351 32.7%
Physical 36,414 16.7%
Financial 72,949 33.4%
Internal 37,629 17.2%
Total CCFS Costs $218,343 100.0%
5
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D. Summary of Tasks

Our Review comprised the tasks listed in Table 5. Where the results of a task or other
information are presented in an exhibit, the exhibit is identified. Section Il of this report,
Description of Each Task, provides a detailed discussion of each task.

TABLE 5 TASKS

TASK DESCRIPTION EXHIBITS
- : L . Table 1,

Identified the functions and services included in the common i

Task 1 . ' Exhibits A,
corporate functions and services (CCFS). B
Identified the activities that are performed in order to provide _

Task2 | each of the CCFS identified in Task 1. Exhibit B

Task 3 !Z)eterrr_]me_d 2007 and 2008 budgeted cost for the CCFS Exhibit B
identified in Task 1.
Identified the business units (service recipients or beneficiaries)

Task4 1 \vhich use the CCFS. Table 6
Distributed total budgeted resources (time for labor and cost for

Task 5 non-labor and Inergi) required for each of the CCFS identified Exhibit B
in Task 1, among the activities identified in Task 2.

Task 6 Assigned activity costs to business units. Exhibit C
For activities where less than all of the resources were directly

Task 7 assigned to business units in Task 6, assigned a cost driver that Exhibits C
reflects cost causation.

Task 8 Populated the cost drivers. Exhibit D

Task 9 Computed total cost of CCFS distributed to each business unit. | Exhibits E, F

Task 10 | Reviewed inputs and results for reasonableness and consistency.
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I11. DESCRIPTION OF EACH TASK

A discussion of each subtask follows, including the purpose of the subtask, the detailed
steps performed, the source of the information and the results. In most cases the detailed
results are presented in exhibits.

Changes from the information in the 2005 Report were minor.

A. Task 1: Identified Functions and Services Included in CCES

The purpose of this subtask was to identify and understand the common corporate
functions and services; the allocation of the cost of the CCFS is the goal of this Review.

The CCFS support the Hydro One Networks Inc. Transmission and Hydro One Networks
Inc. Distribution business units and also support the Remotes, Brampton and Telecom
business units of Hydro One Inc. as well.

CCFS comprises the functions and services identified in Table 1 in Section I.- Summary.
Exhibit A further describes the functions and services. This information was obtained
from Hydro One Inc. internal documents, the Inergi Scopes of Work, and discussions
with Hydro One Inc. personnel.

B. Task 2: Identified Activities Performed to Provide Each of the CCES

The purpose of this subtask was to identify the activities that are performed in order to
provide each of the CCFS.

Functions and services (identified in Task 1) are performed for the benefit of the business
units, while activities (discussed in this subsection) are the tasks performed in order to
render the functions and services. Functions and services can be measured in benefits
received, while activities are measured in resources used.

To distribute the resources used in providing the CCFS among the business units on the
basis of cost causation, it is necessary to identify and understand the activities that are
performed to provide the CCFS.

The activities performed to provide the CCFS were identified in discussions among
Hydro One Inc. management personnel, Rudden, and the Hydro One manager responsible
for each of the functions and services identified in Task 1. Rudden summarized the
information, following which the Hydro One managers verified that the list of activities
was complete and the descriptions were accurate.
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Exhibit B and Exhibit B (2008) list each of the CCFS (column A) and the activities
performed to provide the CCFS (column B). Exhibit B and Exhibit B (2008) also shows
other information that will be discussed under Task 3, Task 5 and Task 7.

C. Task 3: Determined 2007 and 2008 Budgeted Cost for Each of the CCFS

This task was to obtain the 2007 and 2008 budgeted cost for each of the CCFS. As part
of this subtask, Rudden identified the labour and non-labour portions of the budget for
each of the CCFS and identified and obtained descriptions of major non-labour items.

The information was obtained from Hydro One Inc. Exhibit B and Exhibit B (2008)
show the 2007 and 2008 budgeted cost, respectively, for each of the CCFS (column E).

D. Task 4: Identified Business Units

The purpose of this task was to identify the business units that use the common corporate
functions and services. The information was obtained from Hydro One Inc. In addition,
in discussions with the management of each business unit, it was confirmed that the
business unit uses the common corporate functions and services for which it was assigned
costs. The business units that use the CCFS are listed in Table 6.

TABLE 6 BUSINESS UNITS

BUSINESS

UNIT DESCRIPTION

Trans- Owns and operates substantially all of Ontario’s electricity transmission
mission system.

Owns and operates a distribution system which spans approximately 75% of

Distribution Ontario and serves approximately 1.1 million customers.

Owns, operates and manages electricity distribution systems and facilities in
Brampton .

Brampton, Ontario.

Owns, operates, maintains and constructs generation and distribution assets
Remotes - o ;

used to supply of electricity to remote communities in northern Ontario

Sells dark fibre to other carriers and high bandwidth telecommunication
Telecom

services to carriers, Internet service providers and others.
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TABLE 6 BUSINESS UNITS

BUSINESS
UNIT DESCRIPTION
Represents activities performed exclusively for the benefit of the sole
Shareholder
shareholder of Hydro One Inc.

Note- The cost distribution methodology also identified the costs to include in the Materials
Surcharge, which are included in materials costs and ultimately charged to business units.

E. Task 5: Distributed Total Budgeted Resources for Each CCFS Among Activities

The purpose of this task was to distribute the resources (time for labour and costs for non-
labour and Inergi) required for each of the CCFS identified in Task 1, among the
activities identified in Task 2. In subsequent tasks, the cost of each activity was either
directly assigned to one or more business units or allocated using cost drivers.

To distribute budgeted labor costs, the Hydro One manager responsible for each CCFS
unit estimated the portion of annual time spent by the personnel under his or her
supervision on each of the activities identified in Task 2. Some managers based their
estimates on concurrent time records that they maintain, some conducted interviews with
their personnel, and some used their informed judgment. The information provided by
the managers was reviewed by Hydro One Inc. and Rudden, and compared to information
in the 2005 Report, and was found to be reasonable.

To distribute the budgeted non-labour costs, $22.0M, or 78.0%, of the 2007 budgeted
total of $35.1M, were specifically examined and distributed based on direct assignment
or allocation. This included OEB invoices, communications programs, insurance costs
and claims, human resources programs, labour Relations programs, actuarial and tax
consultants, audit fee and donations. The balance of non-labour costs includes items such
as training and development, non-specific expenses and general expenses (such as travel).

The costs of the functions and services provided by Inergi were distributed among the
activities, based on information provided by Hydro One Inc., assignments and allocations
by Hydro One Inc. and Rudden, and the application of judgment by Rudden. The
approach for each of the CCFS provided by Inergi is described below.

e Customer Support Operations — Hydro One Inc. estimated the portion of total
effort required by Inergi to perform each activity. The amounts were very
close to the historical efforts when Hydro One personnel performed the work.
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e Settlement — Only one activity, no distribution of costs required.

e Supply Management Services — Hydro One Inc. estimated the portions of total
effort required by Inergi to perform each activity.

e Finance — Rudden assigned costs among activities based on historic salaries of
Hydro One employees that formerly performed similar activities.

e Human Resources — Only one activity, no distribution of costs required.

e Enterprise Technology Services —Hydro One analyzed the activities
distributed the 2007 costs among the following ETS activities: customer
support operations applications; finance applications; human resources
applications; Passport applications; Market Ready applications; telecom
services; and infrastructure services.

The results of this task are shown in Exhibit B and Exhibit B (2008), which shows the
percent of 2007 and 2008 total budgeted cost, respectively, for each CCFS that was
distributed to each activity (column F), and cost distributed to each activity (column G).

F. Task 6: Assigned Activity Costs To Business Units

The purpose of this task was to assign, among the business units identified in Task 4, the
resources (time for labour and costs for non-labour and Inergi) for each activity identified
in Task 2. In subsequent tasks, these assignments were used to distribute the costs of
each activity among the business units.

This task was performed concurrently with Task 5 — Distributing Total Budgeted
Resources for Each CCFS Among Activities. The results of this task are shown in
Exhibit C and Exhibit C (2008) for 2007 and 2008, respectively.

For each activity identified in Task 2, the Hydro One manager responsible for the CCFS
was asked to divide the resources among one or more business units, based on which
business units caused the costs to be incurred. Wherever possible, the costs were
assigned directly. The amounts assigned directly are shown in Exhibit C and Exhibit C
(2008), columns C through E.

When less than 100% of an activity was assigned directly, it was allocated among the
business units using cost drivers, as described in Task 7.

G. Task 7: Assigned Cost Drivers
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As discussed above, when an activity cannot be 100% directly assigned to one or more
business units, it must be allocated using a cost driver. The purpose of this task was to
find appropriate cost drivers for the activities which were not 100% directly assigned in
Task 6. In subsequent tasks, the cost drivers were used to distribute the activity costs
among the business units.

The portion of each activity not directly assigned in Task 6 was determined to be:

e Caused by Transmission and Distribution only, and the split cannot be
determined (Exhibit C and Exhibit C (2008), column G), or

e Caused by Transmission or Distribution and at least one other business unit,
and the split cannot be determined. (Exhibit C and Exhibit C (2008), column
H), or

e Assigned to be recovered in Material Surcharge (Exhibit C and Exhibit C
(2008), column I).

The principles that Rudden used to assign cost drivers are discussed on page 3, section
I1.B. — Cost Drivers, including both economic criteria and implementation considerations.
Rudden assigned cost drivers by applying the principles discussed above, Rudden’s
experience in performing cost allocation studies, consultations with Hydro One Inc. to
ascertain the nature of each activity, and knowledge of industry practices and regulatory
requirements.

Section 11.B. Types of Cost Drivers describes the types of cost drivers. The cost driver
assignments for each activity are shown in Exhibit B and Exhibit B (2008), column C and
Exhibit C and Exhibit C (2008), column F.

H. Task 8: Populated Cost Drivers

The purpose of this activity was to determine the values of each cost driver that are
attributable to each business unit, in order to distribute the costs of each activity among
the business units. The information was obtained from Hydro One Inc.

Exhibit D lists and describes each cost driver. The values of each cost driver attributable
to each business unit are shown on pages 1, 3 and 5; the portion that each business unit is
of the cost driver total is shown on pages 2, 4 and 6.

The Asset Management time study ratios were based on a time study conducted in April
2006, which is described in Section V. The results of the time study were similar to the
results of Asset Management time studies performed by Hydro One in March 2003 and
April 2006.
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|. Task 9: Computed Total Cost of CCFS Distributed To Each Business Unit

The purpose of this task was to distribute the total cost of each activity among the
business units. The amount distributed was the sum of the amounts directly assigned in
Task 6 and allocations based on the cost drivers identified in Task 7.

For allocations based on the cost drivers, the amount allocated to each business unit was
computed by multiplying the cost to be allocated, shown in Exhibit C and Exhibit C
(2008), columns G through 1, by the cost driver portion value for the business unit.

The cost drivers were developed by Rudden based on the criteria established on page 3,
section Il.A. Principles Of Cost Distribution. The cost driver methodology meets the
criteria established by the OEB and is consistent with industry practice for allocating the
types of costs included in CCFS.

J. Task 10: Reviewed Inputs and Results

The purpose of this task was to ensure that the inputs were reasonable and accurate and
that the results were reasonable. This included a review of:

e Proportions of total cost distributed to each business unit

e Levels of total cost and of cost for selected departments, which were reviewed
by Rudden in a separate assignment performed for Hydro One Networks Inc.

e Levels of total cost assigned to each business unit

The inputs and results were reviewed by Hydro One Inc. and by Rudden, and the results
were then reviewed with each business unit to which the costs of the common corporate
functions and services were distributed.
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1V. SUMMARY OF RESULTS

A. Results

Exhibit E and Exhibit E (2008) present the budgeted cost of each activity distributed to
each business unit for the 2007 and 2008 budgets (from BP 2007), respectively.

Exhibit F and Exhibit F (2008) summarize the information for each of the common

corporate functions and services for the 2007 and 2008 budgets (from BP 2007),
respectively.

B. Implementation

This section reports on the resolution of issues related to implementation that were
discussed in the 2005 Report.

Absorption of Overage/Underage; True-ups

Hydro One confirms that differences arising from the use of estimates are charged or
credited to the appropriate business unit as an end of the year adjustment.

Updates

Hydro One confirms that it is following the schedule for updates recommended in the
2005 Report.
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V. ASSET MANAGEMENT

The Asset Management group, which includes Asset Management and Operators, is
responsible for the utility’s operating assets, including investment strategy and
investment planning. The Operators portion of the group is responsible for the day-to-
day operation of the Ontario Grid Control Centre. Work includes 24 hour/day monitoring
of grid system status, coordination of system outages and remote operations/switching of
Transmission system assets. Substantially all Asset Management and Operators costs are
labor and labor-related.

Hydro One determined the portion of Asset Management costs devoted to capital projects
by performing a time study for these personnel for the five-week period ending April 7,
2006. Asset Management personnel are able to determine with reasonable accuracy, on a
current basis, the time they spend on Distribution Operations and Maintenance,
Distribution Capital Projects, Transmission Operations and Maintenance and
Transmission Capital Projects.

It is easier for Asset Management personnel to determine the time spent on these areas,
because the projects on which they work are more clearly defined than for the common
corporate functions ands services. In addition, a four-week period will closely
approximate full-year results for Asset Management, while that is not so for the common
corporate functions and services personnel, because their work varies during the year.

A properly performed time study measures cost causation and is widely accepted as a
basis for allocating costs. Rudden reviewed the time study method used by Hydro One
for Asset Management personnel and found it to be appropriate. It was not practical to
perform a full-year study, but any effects of performing the study over four weeks,
instead of a full year, are believed to be minimal. To support this judgment, Rudden
reviewed the two prior Asset Management studies performed by Hydro One and found
that the results are similar.

Therefore, Rudden found the time study to be a proper basis for assigning Asset
Management costs between the Distribution and Transmission business units.
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The results of the Asset Management performed by Hydro One for the five weeks ended
April 7, 2006 are summarized in Table 7.

© Copyright 2005: R.J. Rudden Associates
A Unit of Enterprise Management Solutions - Black & Veatch Corporation

Transmission Distribution Total
Oper. | Capital | Oper. | Capital | Oper. | Capital
and | Projects| and |Projects| and | Projects
Maint. Maint. Maint..
Asset Management 41.6%| 26.0%| 22.8% 9.6%| 64.4%| 35.6%|
Customer Care 3.3% 1.2%| 93.9% 1.6%| 97.2% 2.8%)]
Operations 70.4% 6.8%| 20.3% 2.5%| 90.7% 9.3%
Total Asset Management 50.9%| 16.9%| 25.9% 6.3%| 76.8%| 23.2%|
Tc.)taI.Tra_nsmlssmn and 67.8% 32 204 100.0%
Distribution
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GLOSSARY

Brampton means Hydro One Brampton Networks Inc., a wholly owned subsidiary of
Hydro One Brampton Inc. Hydro One Brampton Inc. is a wholly owned
subsidiary of Hydro One Inc.

CCFS means Common Corporate Functions and Services, a major cost category for
Hydro One Networks Inc.

Inergi means Inergi LP, an Ontario limited partnership that provides outsourced services
to Hydro One Networks Inc. under a ten-year contract

OEB means the Ontario Energy Board

Remotes means Hydro One Remote Communities Inc., a wholly owned subsidiary of
Hydro One Inc.

Review means the Hydro One Shared Functions and Service Review 2004, the subject of
this Report

Telecom means Hydro One Telecom Inc., a wholly owned subsidiary of Hydro One Inc.

Rudden means R. J. Rudden Associates, A Unit of Enterprise Management Solutions,
Black & Veatch Corporation
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EXHIBIT A-DETAILED DESCRIPTION OF COMMON COPORATE
FUNCTIONS AND SERVICES

FUNCTIONS AND DETAILED DESCRIPTION
SERVICES

Hydro One Inc. Corporate Office

Board of Directors Strategic direction, implementation and results for
Hydro One Inc. and for each subsidiary

Chair Strategic direction, implementation and results for
Hydro One Inc. and for each subsidiary

President and CEO The CEQ’s primary accountability is leadership of the
staff of the Corporation to ensure that their culture and
behaviours lead to achievement of its strategic
objectives. The CEO develops and updates Hydro
One’s strategy and establishes performance targets to
assess progress towards the goals and objectives
defined by the strategy.

CFO’s Office The CFO provides Hydro One and its subsidiaries with
strategic review and approval with respect to all
financial and investment decisions. Services relating to
the review of policies and procedures, treasury
operations and tax planning, financial control and
reporting are also provided by the CFO to Hydro One
Inc. and its subsidiaries as required.

Treasurer's Office is responsible for Debt and equity
issuance, Capital structure management and oversight
of Finance- Treasury function.

Treasurer’s Office

Donations Includes donations made to support injury prevention,
corporate donations (e.g. Salvation Army), energy
education, United Way support and local community
causes.

Corporate Services

Human Resources Focused primarily on Employee and Labour Relations.
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EXHIBIT A-DETAILED DESCRIPTION OF COMMON COPORATE
FUNCTIONS AND SERVICES

FUNCTIONS AND DETAILED DESCRIPTION
SERVICES
Labour Relations Provides full-scale service pertaining to bargaining,

Ontario Labour Relations Board hearings, grievance
and arbitration hearings, advice and guidance, plus
training to all levels of Hydro One management. This
involves interaction with 21 different unions and 24
collective agreements.

Corporate Supports all communications initiatives, both external
Communications and internal. Interacts with most other Hydro One
departments but has a special focus on working with
Customer Service department.

Supply Management Management of the Inergi SMS services; Over-all
Services (Hydro One) supply and procurement strategic direction including
contracting with outside parties.

Corporate Services- SVP | Oversight of Corporate Services departments

Information Management | Enterprise IT Architecture, Governance of IT

& Information architecture, Business Analysis and Information
Technology Management, Project Management & Control, Large
Project Management, Inergi & Telecom services
management.
Finance
Corporate Controller Revenue Management; Financial Modeling &

Analysis; Corporate Planning & Reporting, Support &
Accounting Policy; Corporate Accounting Policies &
Systems; Regulatory Finance; Inergi Finance; Financial
Strategy
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EXHIBIT A-DETAILED DESCRIPTION OF COMMON COPORATE
FUNCTIONS AND SERVICES

FUNCTIONS AND DETAILED DESCRIPTION
SERVICES

Risk management including insurance purchasing
Insurance claims settlement

e Financial risk management-foreign exchange,
interest, credit

e Cash & banking operations-cash forecasting,
strategy & banking relationships, bank account
management

¢ Debt management-prospectus, debt issuance,
borrowing, maintain relationship with shareholders

¢ Funds management-deployment of short term funds
and manage longer term funds

e Investor Relations is responsible for: Relationship
with shareholders, creditors, equity analysts &
rating agencies

Treasury

Taxation Meet internal and external tax compliance requirements
and reduce the overall corporate tax liability through
tax planning for current and new businesses,
acquisitions and dispositions, special projects, tax
compliance (including income tax, GST, PST, and
DRC returns for all entities), tax accounting, lobbying
for legislative tax changes, and government tax audits.

Financial Strategy Provides financial support services, including business
case review and preparation, project management,
decision support, business valuation, transaction
support, deal structuring, and business consulting
Services.

Internal Audit & Risk Provides assurance that internal controls continue to
Management operate effectively, identification and
recommendations for areas where controls can break
down or need improvement to meet corporate
objectives.

General Counsel
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EXHIBIT A-DETAILED DESCRIPTION OF COMMON COPORATE
FUNCTIONS AND SERVICES

FUNCTIONS AND DETAILED DESCRIPTION
SERVICES

Coordinate filings with OEB; Manage relationship with
OEB; Cost Allocation and Rate Design for regulated
Tx and Dx, in particular, rate structures and rates for
Tx and Dx Tariffs; Assist implementation of approved
Tx and Dx rates; Support transmitters’ representative
on IESO Technical Panel; Provide load forecasts for all
business units of Hydro One and for IESO; Manage
MYV Star to support wholesale and retail settlement;
Provided strategic and analytical support to load
research and CDM initiatives.

Regulatory Affairs

Regulatory Affairs- OEB | OEB costs for Tx and Dx activities.

Cost
Provides legal advice to all business units, acting as an
Law internal “law firm” for the Corporation on most aspects
of law affecting it, and is also well acquainted with
day- to-day requirements of the Corporation.
Corporate Oversee and support Law, Regulatory and Corporate

Secretariat General Counsel functions.

Provides direction and analysis in areas of: 1) Board
and Committee(s); 2) Support to the Office of the Chair
and members of the Board of Directors; 3) Code of
Corporate Secretariat Business Conduct; 4) Community Citizenship; 5)
Freedom of Information and Privacy, 6) Corporate
Archives, 7) Corporate Records, and 8) Corporate
Secretariat Support.
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EXHIBIT A-DETAILED DESCRIPTION OF COMMON COPORATE
FUNCTIONS AND SERVICES

FUNCTIONS AND DETAILED DESCRIPTION
SERVICES
Telecom Services Telecom Services provides telecommunications

infrastructure across the Province, including both voice
and data. Links staff and business applications at
Trinity, Richview TS, Markham and London Call
Centers, Mill Creek data centre, 125 field offices (400
total sites including stations) and customers via Call
Centres and Web sites.

Customer Support Inbound Call Handling; Bill Production; Collections;
Operations Data Services

Wholesale Settlements - Provide settlement and
reconciliation services for power procured from the
Independent Electricity Market Operator and
embedded Retail Generators with due consideration to
legislative initiatives for fixed energy prices for low
volume customers and Business Protection Plan
Rebates, transmission revenues and inter-utility load
transfers, and cost of power reporting, and;

Settlements

Retail Settlements - Provide complex billing for
interval meter accounts.

Finance and Accounts Payable Billing; Accounts Receivable (Non-
Accounting Services energy related); Fixed Asset and Project Cost
Accounting; General Accounting and Planning,
Budgeting and Reporting

Human Resources Payroll

Demand Planning, Demand Management and
Procurement, Sourcing, Vendor Management and
Inventory Management, Process Development and
Data Management, Negotiating and managing
transportation contract with logistics providers, Asset
Disposal

Supply Management
Services
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FUNCTIONS AND DETAILED DESCRIPTION
SERVICES

Applications Support Support the following applications: Customer Support
Operations, Finance, Human Resources, Passport,
Market Ready, Telecomm Services,

Infrastructure Support | Support the infrastructure including platforms, servers,
printers, workstations, IT communications and Help
Desk
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HYDRO ONE COMMON CORPORATE COST MODEL
BUDGETED COSTS AND ACTIVITIES FOR COMMON CORPORATE FUNCTIONS AND SERVICES- 2007

Function or Service

Activities Performed

Cost Driver

2007 Budget for
Function or

% Activity 2007

$ Activity 2007

Service Budget Budget
(A) (B) (©) (D) (E) (F)
Human Resources Administer Compensation & Benefits Programs FTEs 5,069,000 8.3% 418,760
Decision support FTEs 10.2% 518,060
Staffing & Leadership- Recruitment, Hiring, Succession FTEs 13.7% 694,340
Administer Pension Plan FTEs 14.4% 727,440
Administer Inergi HR Inergi HR (Internal) 4.1% 209,380
Consulting support to LOBs and corporate functions FTEs 42.0% 2,128,600
Director HR Dept. Labor (Internal) 7.3% 372,420
Labour Relations Advice, guidance and training to LOBs under the Collective Agreements |FTEs 1,389,000 43.3% 602,000
Negotiate with Bargaining Units FTEs 13.1% 181,450
Participate in grievance and arbitration filings FTEs 34.9% 485,150
Participate in OLRB hearings FTEs 8.7% 120,400
Internal vacancy management FTEs 0.0% 0
Communications Pro_v!Qe communications support for corporate safety program & FTEs 5,527,000 77% 427,700
activities
Provide communications support for customer information requirements |Direct Dx 20.2% 1,119,050
Provide Media Program for Community Info & Employee Contributions |FTEs 28.4% 1,570,400
Provide Support for Shareholder and External Stakeholder Relationships | Total Capital 15.5% 855,400
Provide Support to CDM and Other Special Programs Direct Dx 5.0% 276,350
Provide other internal communications support FTEs 7.7% 427,700
Other departmental activities Non-energy Rev_Assets Blend 15.4% 850,400
General departmental expenses CorpComm Dept. Labor (Internal) 0.0% 0
External Relations Sl AE I str_ategy, rate strategy, IS G E T Non-energy Rev_Assets Blend 1,399,000 71.8% 1,004,513
strategy, benchmarking, external relations
IE;(:]\[/jzl:)Sp working relationships with customers, regulators, shareholder, Non-energy Rev_Assets Blend 18.3% 256,487
General departmental expenses Strategic Dept. Labor (Internal) 9.9% 138,000
Corporate Security Provide Security Services for Company Assets Assets 2,291,000 100.0% 2,291,000
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Function or Service

Activities Performed

Cost Driver

2007 Budget for
Function or

% Activity 2007

$ Activity 2007

Service Budget Budget
(A) (B) (©) (D) (E) (F)

Supply Mgmt I .

Services Manage warehouse facilities (incl. Inventory management) Oper Maint Cap xBXTxR 18,960,000 13.2% 2,500,000
Warehouse (Provincial lines) Oper Maint Cap xBXTxR 15.8% 3,000,000
Strategic Sourcing Initiative Oper Maint Cap xBXTxR 0.2% 31,250
Supervise Inergi- SMS Inergi SMS (Internal) 0.7% 125,000
Transportation Oper Maint Cap xBXTxR 21.1% 4,000,000
Investment Recovery Gross utility plant xBXTxR 1.1% 200,000
Inergi Inspection Project Inergi SMS (Internal) 6.3% 1,200,000
Other departmental activities Oper Maint Cap xBXTxR 0.5% 93,750
Purchasing Oper Maint Cap xB 26.6% 5,051,093
Transportation Oper Maint Cap xB 1.0% 189,416
Asset disposal and Investment recovery Gross utility plant xBXTxR 2.0% 378,832
Strategic Sourcing Initiative Oper Maint Cap xBxT 4.7% 883,941
Support management of warehouse facilities Total Assets xBXTXR 3.3% 631,387
Other departmental activities Inergi SMS (Internal) 3.6% 675,331

g\c;:forate Sl Manage all Corp Services Departments Corp Svcs Group (Internal) 1,075,000 100.0% 1,075,000

Info Mgmt & Info Support to bgckpone, PCs and applications; Support internal Workstations 6,061,000 18.8% 1,139,673

Technology telecommunications
Devel.op systems_ required by operating pusmesses to meet changes in Asset Manager 7 4% 446,706
technical, operating and regulatory requirements
Support Asset Management activities and projects Asset Manager 12.8% 773,145
Support Finance activities and projects Finance Labor Costs (Internal) 12.4% 750,237
Provide operational support for Transmission and Distribution activities |Asset Manager 1.5% 91,632
Manage IT capital projects and IT strategy Inergi IT (Internal) 27.6% 1,672,284
Support Inergi operations Inergi IT (Internal) 11.9% 721,602
Other departmental activities Fin_IMIT Dept. Labor (Internal) 2.2% 131,721
General departmental expenses Fin_IMIT Dept. Labor (Internal) 5.5% 334,000
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BUDGETED COSTS AND ACTIVITIES FOR COMMON CORPORATE FUNCTIONS AND SERVICES- 2007

Function or Service

Activities Performed

Cost Driver

2007 Budget for
Function or

% Activity 2007

$ Activity 2007

Service Budget Budget
(A) (B) (C) (D) (E) (F)
Corporate Controller [Accting policies; External reports; External audit / review Non-energy Rev_Assets Blend 6,995,000 22.0% 1,541,475
Business Plap (ir?cl. Financial Modeling & Analysis); Internal reports; Non-energy Rev_Assets Blend 16.9% 1,178,775
Year-end projections
Regulatory Finance Activities GC_Reg Dept. Labor (Internal) 11.0% 770,738
Manage Inergi- General and Inergi- Finance contract Inergi Finance_Total Blend (Internal) 0.0% 0
Revenue analysis and reporting Total Revenue 6.3% 438,263
Monitor and support Financial systems and Corporate accounting Total Revenue_Assets Blend 14.7% 1,027,650
Internal controls Total Revenue_Assets Blend 5.8% 408,038
Other departmental activities Contr. Dept. Labor (Internal) 9.7% 680,063
Actuarial consultants FTEs 10.7% 750,000
Consultants- Bill 198 (Canadian SOX) compliance Total Revenue_Assets Blend 0.0% 0
General departmental expenses Contr. Dept. Labor (Internal) 2.9% 200,000
Treasury Liquidity Management, Debt Issuance and Financial Risk Management |Insurance Costs xB 3,904,000 5.3% 208,800
Insurance- Claims Non-energy Rev_Assets Blend xB 79.7% 3,112,308
Fiduciary insurance policy FTEs 1.4% 55,091
IT Costs Total Capital 0.0% 0
General departmental expenses Fin_Treas Dept. Labor (Internal) 13.5% 527,801
Taxation Compliance activities including tax filings and audits OperMaint Exp_Assets Blend 1,663,000 38.3% 636,363
Tax Planning OperMaint Exp_Assets Blend 19.2% 318,903
Support Debt issuance Total Debt 0.8% 12,987
Special Projects OperMaint Exp_Assets Blend 1.6% 25,974
Support regulatory filings GC_Reg Dept. Labor (Internal) 1.1% 18,759
Support Construction activities Capital Expenditures 1.2% 20,202
Other departmental activities Tax Dept. Labor (Internal) 24.6% 409,812
Tax Consultants Tax Dept. Labor (Internal) 9.0% 150,000
General departmental expenses Tax Dept. Labor (Internal) 4.2% 70,000
Financial Strategy Support Regulatory Activities All Direct 2,084,000 8.6% 178,400
Support Business Activities All Direct 4.3% 89,200
Special Projects All Direct 8.6% 178,400
Decision support for lines of business All Direct 51.4% 1,070,400
DSM All Direct 8.6% 178,400
Ontario Hydro Energy All Direct 4.3% 89,200
General departmental expenses Fin_Strat Dept. Labor (Internal) 14.4% 300,000
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Function or Service

Activities Performed

Cost Driver

2007 Budget for
Function or

% Activity 2007

$ Activity 2007

Service Budget Budget
(A) (B) (C) (D) (E) (F)
'l\’ll‘;en:rt‘a' AURIESIRER o e IntAudit TD Audits (Internal) 2,783,000 69.0% 1,919,130
Purchasing Oper Maint Cap 6.8% 189,210
IMIT Fin_IMIT Dept. Labor (Internal) 11.7% 324,360
Human Resources HR Dept. Labor (Internal) 1.0% 27,030
Finance Finance Labor Costs (Internal) 7.8% 216,240
Customers Total Revenue 1.0% 27,030
General departmental expenses IntAudit Dept. Labor (Internal) 2.9% 80,000
Regulatory Affairs Coordinate HO Filings with OEB (incl. DSM) All Direct 7,709,000 29.4% 2,269,465
Manage HO Relationship with OEB (incl. complaints) All Direct 0.7% 52,235
ngglop.and Support Rate Structures and Design for Transmission and All Direct 0.0% 0
Distribution Rates
Support IMO Technical Panel and Make Recommendations for Market . o
Rules for the Ontario Electricity Market All Direct 22.4% 1,721,872
Provide Load Forecasts for HO and IMO All Direct 10.2% 783,522
Support Wholesale and Retail Settlement Process All Direct 15.0% 1,159,475
Section 92 Applications All Direct 2.7% 209,627
Code Reviews All Direct 3.7% 282,480
Other departmental activities GC_Reg Dept. Labor (Internal) 5.0% 388,325
All other costs All Direct 10.8% 836,000
Esgt“" Affairs- OB | 5eg Billed costs All Direct 12,229,000 100.0%| 12,229,000
Law Overall Assignment of Time Non-energy Rev_Assets Blend 6,811,000 73.6% 5,011,000
Consultants and External Legal Counsel GC_Law Dept. Labor (Internal) 24.5% 1,671,429
General departmental expenses GC_Law Dept. Labor (Internal) 1.9% 128,571
Telecom Services Management of Telecoms Services Telecom Services 16,962,230 18.7% 3,178,000
Data backbone, assets and lines for all users Workstations 28.5% 4,832,030
Voice backbone, assets and lines for all users Telephones 22.7% 3,849,400
Repairs, adds, changes to telephones Telephones 30.1% 5,102,800
gsp;)ﬁppl'cat'ons Support CSO Applications Inergi CSO (Internal) 26,441,859 25.5% 6,732,405
Support Finance Applications Inergi Finance (Internal) 17.0% 4,488,270
Support HR Applications Inergi HR (Internal) 13.6% 3,590,616
Support Passport Applications ProgramProjectCosts 11.9% 3,141,789
Support Market Ready Applications Market Ready 27.0% 7,142,298
Support Telecommunications Infrastructure Telephones 5.1% 1,346,481
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BUDGETED COSTS AND ACTIVITIES FOR COMMON CORPORATE FUNCTIONS AND SERVICES- 2007

Function or Service

Activities Performed

Cost Driver

2007 Budget for
Function or

% Activity 2007

$ Activity 2007

Service Budget Budget
(A) (B) (C) (D) (E) (F)

EICS ; :\;I‘if;";"s:;:;“re Supply Management Services Inergi SMS (Internal) 25,583,140 13.6% 3,477,265
Direct Assignments All Direct 4.0% 1,014,964
General Infrastructure Support Non-energy Rev_Workstations Blend xB 82.4% 21,090,911

Customer Support Inbound calls / correspondence All Direct 38,619,000 55.8% 21,549,402

Operations
Bill Production All Direct 24.6% 9,500,274
Data Services- Timesheets for field personnel, Tx operations All Direct 8.0% 3,089,520
CSQ Sulpport- Management; Training, Communications, Support; All Direct 11.6% 4,479,804
Application support Business Analysts

Settlements Wholesale and Retail Settlements All Direct 3,000,000 100.0% 3,000,000

Finance Accounts Payable processing Invoices To Vendors 10,330,000 17.7% 1,828,262
Accounts Receivable processing Other Bills To Customers 13.2% 1,367,043
Fixed Assets processing Gross utility plant xB 6.3% 655,035
Corporate accounting, Budgeting, Analysis Non-energy Rev_Assets Blend xB 52.2% 5,387,497
Pension support FTEs 0.5% 53,193
Inergi Corp. Finance Inergi Total (Internal) 10.1% 1,038,970

HR - Pay Services Payroll Services and Recordkeepping FTEs 3,481,000 100.0% 3,481,000

Chair Overall Assignment of Time Non-energy Rev_Assets Blend 326,000 92.3% 301,000
General departmental expenses Non-energy Rev_Assets Blend 7.7% 25,000

Board Overall Assignment of Time Non-energy Rev_Assets Blend 1,275,000 0.0% 0
Audit Fee Total Revenue_Assets Blend xBXTxR 54.7% 697,529
General departmental expenses Non-energy Rev_Assets Blend 45.3% 577,471
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HYDRO ONE COMMON CORPORATE COST MODEL
BUDGETED COSTS AND ACTIVITIES FOR COMMON CORPORATE FUNCTIONS AND SERVICES- 2007

Function or Service

Activities Performed

Cost Driver

2007 Budget for
Function or

% Activity 2007

$ Activity 2007

Service Budget Budget
(A) (B) (C) (D) (E) (F)
President/CEO Office |Establish performance targets for safety, customer service, reliability All Direct 2,575,000 4.2% 107,700
Provide strategic dlrecthn and 'ma?r?age the company to meet the targets All Direct 16.7% 430,800
of safety, customer service, reliability
Develop and maintain relationships with major customers and customer All Direct 16.7% 430,800
groups
Develop and maintain relationships with regulators, shareholder, lenders |All Direct 16.7% 430,800
Monitor, assess and remediate risks to operational and financial All Direct 8.4% 215,400
performance
Influence / Epsure gqmpany can adapt to changing regulatory framework All Direct 16.7% 430,800
and economic conditions
Plan for management succession All Direct 4.2% 107,700
General departmental expenses Pres_CEO Dept. Labor (Internal) 16.3% 421,000
Corporate Overall Assignment of Time Non-energy Rev_Assets Blend 671,000 88.8% 596,000
General departmental expenses GC_Corp Dept. Labor (Internal) 11.2% 75,000
Corp. Secretariat Overall Assignment of Time Non-energy Rev_Assets Blend 309,000 67.6% 209,000
General departmental expenses GC_Secy Dept. Labor (Internal) 32.4% 100,000
CEO Office Revnew and approve fmapmal and investment decisions and Provide Non-energy Rev_Assets Blend 1,071,000 15.7% 168,250
input to strategy and business plans
Prowde gver5|ght to Finance funct|orjs in timely, reliable reporting Finance Labor Costs (Internal) 12.6% 134,600
information to HO, subs, regulators, investors, shareholder
Ensure financial services are provided efficiently and reliably Finance Labor Costs (Internal) 3.1% 33,650
Ensure mtegnty qf, and compllance.wlt'h, internal controls over Total Revenue_Assets Blend 6.3% 67,300
regulatory, financial, accounting activities
Monitor performance against operational, financial and regulatory Non-energy Rev_Assets Blend 9.1% 97,585
targets
Ensure sufficient revenue for operating, financial and regulatory needs |Non-energy Rev_Assets Blend 6.3% 67,300
Support BOD Non-energy Rev_Assets Blend 3.1% 33,650
Ensure access to capital on reasonable terms Total Capital 6.3% 67,300
Other departmental activities CFO Dept. Labor (Internal) 0.3% 3,365
General departmental expenses CFO Dept. Labor (Internal) 37.2% 398,000
Donations Donations Direct Holding Company 1,750,000 100.0% 1,750,000
Total CCFS 218,343,229 218,343,229
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HYDRO ONE COMMON CORPORATE COST MODEL
ACTIVITY COST ASSIGNMENTS TO BUSINESS UNITS - 2007

Direct Assignment

Function or
Service

Activities Performed

)

B)

Transmission

()]

Distribution

©

Other

E)

Human Resources

Administer Compensation & Benefits Programs

Decision support

Staffing & Leadership- Recruitment, Hiring, Succession
Administer Pension Plan

Administer Inergi HR

Consulting support to LOBs and corporate functions
Director

Labour Relations

Advice, guidance and training to LOBs under the Collective Agreements

Negotiate with Bargaining Units

Participate in grievance and arbitration filings
Participate in OLRB hearings

Internal vacancy management

Communications

Provide communications support for corporate safety program & activities

Provide communications support for customer information requirements
Provide Media Program for Community Info & Employee Contributions
Provide Support for Shareholder and External Stakeholder Relationships

Provide Support to CDM and Other Special Programs
Provide other internal communications support

Other departmental activities

General departmental expenses

External Relations

Support customer strategy, rate strategy, distribution generation strategy,
benchmarking, external relations

Develop working relationships with customers, regulators, shareholder, lenders

General departmental expenses

44,892

167,461

166,704

Corporate Security

Provide Security Services for Company Assets

1,056,600

616,350

44,025

EXHIBIT C



HYDRO ONE COMMON CORPORATE COST MODEL

EXHIBIT C

ACTIVITY COST ASSIGNMENTS TO BUSINESS UNITS - 2007 Allocation
Function or Activities Performed Cost Driver Allocated to Allocated to Materials Total 2007
Service T&D T&D, Others Surcharge Activity Budget
(A) (B) ()] ©) (H) 0] )
Human Resources |Administer Compensation & Benefits Programs FTEs 418,760 418,760
Decision support FTEs 518,060 518,060
Staffing & Leadership- Recruitment, Hiring, Succession FTEs 694,340 694,340
Administer Pension Plan FTEs 727,440 727,440
Administer Inergi HR Inergi HR (Internal) 209,380 209,380
Consulting support to LOBs and corporate functions FTEs 2,128,600 2,128,600
Director HR Dept. Labor (Internal) 372,420 372,420
Labour Relations |Advice, guidance and training to LOBs under the Collective Agreements FTEs 602,000 602,000
Negotiate with Bargaining Units FTEs 181,450 181,450
Participate in grievance and arbitration filings FTEs 485,150 485,150
Participate in OLRB hearings FTEs 120,400 120,400
Internal vacancy management FTEs -
Communications  |Provide communications support for corporate safety program & activities FTEs 427,700 427,700
Provide communications support for customer information requirements Direct Dx 1,119,050 1,119,050
Provide Media Program for Community Info & Employee Contributions FTEs 1,570,400 1,570,400
Provide Support for Shareholder and External Stakeholder Relationships Total Capital 855,400 855,400
Provide Support to CDM and Other Special Programs Direct Dx 276,350 276,350
Provide other internal communications support FTEs 427,700 427,700
Other departmental activities Non-energy Rev_Assets Blend 155,000 695,400 850,400
General departmental expenses CorpComm Dept. Labor (Internal) -
External Relations Support cu;tomer strategy, rgte strategy, distribution generation strategy, Non-energy Rev_Assets Blend 837,052 1,004,513
benchmarking, external relations
Develop working relationships with customers, regulators, shareholder, lenders|Non-energy Rev_Assets Blend 44,892 256,487
General departmental expenses Strategic Dept. Labor (Internal) 138,000 138,000
Corporate Security |Provide Security Services for Company Assets Assets 574,025 2,291,000




HYDRO ONE COMMON CORPORATE COST MODEL
ACTIVITY COST ASSIGNMENTS TO BUSINESS UNITS - 2007

Direct Assignment

Function or
Service

Activities Performed

)

B)

Transmission

()]

Distribution

©

Other

E)

Supply Mgmt
Services

Manage warehouse facilities (incl. Inventory management)

Warehouse (Provincial lines)

Strategic Sourcing Initiative

Supervise Inergi- SMS

Transportation

Investment Recovery

Inergi Inspection Project

Other departmental activities
Purchasing

Transportation

Asset disposal and Investment recovery
Strategic Sourcing Initiative

Support management of warehouse facilities
Other departmental activities

Corporate Services
SVP

Manage all Corp Services Departments

Info Mgmt & Info
Technology

Support to backbone, PCs and applications; Support internal
telecommunications

Develop systems required by operating businesses to meet changes in
technical, operating and regulatory requirements

Support Asset Management activities and projects

Support Finance activities and projects

Provide operational support for Transmission and Distribution activities

Manage IT capital projects and IT strategy
Support Inergi operations

Other departmental activities

General departmental expenses

74,451

EXHIBIT C



HYDRO ONE COMMON CORPORATE COST MODEL

EXHIBIT C

ACTIVITY COST ASSIGNMENTS TO BUSINESS UNITS - 2007 Allocation
Function or Activities Performed Cost Driver Allocated to Allocated to Materials Total 2007
Service T&D T&D, Others Surcharge Activity Budget
(A) (B) ()] ©) (H) 0] )

::F\Ipilcyegllgmt Manage warehouse facilities (incl. Inventory management) Oper Maint Cap xBxTxR 2,500,000 2,500,000
Warehouse (Provincial lines) Oper Maint Cap XxBxTxR 3,000,000 3,000,000
Strategic Sourcing Initiative Oper Maint Cap xBxTxR 31,250 31,250
Supervise Inergi- SMS Inergi SMS (Internal) 125,000 125,000
Transportation Oper Maint Cap xBxTxR 4,000,000 4,000,000
Investment Recovery Gross utility plant xBXTXR 200,000 200,000
Inergi Inspection Project Inergi SMS (Internal) 1,200,000 1,200,000
Other departmental activities Oper Maint Cap XxBxTxR 93,750 93,750
Purchasing Oper Maint Cap xB 5,051,093 5,051,093
Transportation Oper Maint Cap xB 189,416 189,416
Asset disposal and Investment recovery Gross utility plant xBXTxR 378,832 378,832
Strategic Sourcing Initiative Oper Maint Cap xBxT 883,941 883,941
Support management of warehouse facilities Total Assets xBXTxR 631,387 631,387
Other departmental activities Inergi SMS (Internal) 675,331 675,331

g\o/lg)orate Services Manage all Corp Services Departments Corp Svcs Group (Internal) 1,075,000 1,075,000

Info Mgmt & Info | Support to b_ackpone, PCs and applications; Support internal \Workstations 1,139,673 1,139,673

Technology telecommunications
Devel_op systems_ required by operating _busmesses to meet changes in Asset Manager 372,255 446,706
technical, operating and regulatory requirements
Support Asset Management activities and projects Asset Manager 773,145 773,145
Support Finance activities and projects Finance Labor Costs (Internal) 750,237 750,237
Provide operational support for Transmission and Distribution activities Asset Manager 91,632 91,632
Manage IT capital projects and IT strategy Inergi IT (Internal) 1,672,284 1,672,284
Support Inergi operations Inergi IT (Internal) 721,602 721,602
Other departmental activities Fin_IMIT Dept. Labor (Internal) 131,721 131,721
General departmental expenses Fin_IMIT Dept. Labor (Internal) 334,000 334,000




HYDRO ONE COMMON CORPORATE COST MODEL
ACTIVITY COST ASSIGNMENTS TO BUSINESS UNITS - 2007

Direct Assignment

Function or
Service

Activities Performed

)

B)

Transmission

()]

Distribution

©

Other

(E)

Corporate
Controller

Accting policies; External reports; External audit / review

Business Plan (incl. Financial Modeling & Analysis); Internal reports; Year-end
projections
Regulatory Finance Activities

Manage Inergi- General and Inergi- Finance contract

Revenue analysis and reporting

Monitor and support Financial systems and Corporate accounting
Internal controls

Other departmental activities

Actuarial consultants

Consultants- Bill 198 (Canadian SOX) compliance

General departmental expenses

57,428

49,569
18,135

12,090
54,405
24,180

Treasury

Liquidity Management, Debt Issuance and Financial Risk Management
Insurance- Claims

Fiduciary insurance policy

IT Costs

General departmental expenses

Taxation

Compliance activities including tax filings and audits
Tax Planning

Support Debt issuance

Special Projects

Support regulatory filings

Support Construction activities

Other departmental activities

Tax Consultants

General departmental expenses

111,111
12,987

1,443
2,886
1,443

Financial Strategy

Support Regulatory Activities

Support Business Activities

Special Projects

Decision support for lines of business
DSM

Ontario Hydro Energy

General departmental expenses

610,128

178,400

89,200
178,400
406,752
178,400

53,520

89,200
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EXH
HYDRO ONE COMMON CORPORATE COST MODEL
ACTIVITY COST ASSIGNMENTS TO BUSINESS UNITS - 2007 Allocation
Function or Activities Performed Cost Driver Allocated to Allocated to Materials Total 2007
Service T&D T&D, Others Surcharge Activity Budget
(A) (B) (@] ©) (H) 0] ()]

Corporate . L . . .

Controller Accting policies; External reports; External audit / review Non-energy Rev_Assets Blend 1,484,048 1,541,475
Bus.ine.ss Plan (incl. Financial Modeling & Analysis); Internal reports; Year-end T S A e 1,129,206 1178775
projections
Regulatory Finance Activities GC_Reg Dept. Labor (Internal) 752,603 770,738
Manage Inergi- General and Inergi- Finance contract Inergi Finance_Total Blend (Internal) -
Revenue analysis and reporting Total Revenue 426,173 438,263
Monitor and support Financial systems and Corporate accounting Total Revenue_Assets Blend 973,245 1,027,650
Internal controls Total Revenue_Assets Blend 383,858 408,038
Other departmental activities Contr. Dept. Labor (Internal) 317,363 362,700 680,063
Actuarial consultants FTEs 750,000 750,000
Consultants- Bill 198 (Canadian SOX) compliance Total Revenue_Assets Blend -
General departmental expenses Contr. Dept. Labor (Internal) 200,000 200,000

Treasury Liquidity Management, Debt Issuance and Financial Risk Management Insurance Costs xB 208,800 208,800
Insurance- Claims Non-energy Rev_Assets Blend xB 3,112,308 3,112,308
Fiduciary insurance policy FTEs 55,091 55,091
IT Costs Total Capital -
General departmental expenses Fin_Treas Dept. Labor (Internal) 527,801 527,801

Taxation Compliance activities including tax filings and audits OperMaint Exp_Assets Blend 512,265 12,987 636,363
Tax Planning OperMaint Exp_Assets Blend 305,916 318,903
Support Debt issuance Total Debt 12,987 12,987
Special Projects OperMaint Exp_Assets Blend 24,531 25,974
Support regulatory filings GC_Reg Dept. Labor (Internal) 15,873 18,759
Support Construction activities Capital Expenditures 18,759 20,202
Other departmental activities Tax Dept. Labor (Internal) 409,812 409,812
Tax Consultants Tax Dept. Labor (Internal) 150,000 150,000
General departmental expenses Tax Dept. Labor (Internal) 70,000 70,000

Financial Strategy |Support Regulatory Activities All Direct 178,400
Support Business Activities All Direct 89,200
Special Projects All Direct 178,400
Decision support for lines of business All Direct 1,070,400
DSM All Direct 178,400
Ontario Hydro Energy All Direct 89,200
General departmental expenses Fin_Strat Dept. Labor (Internal) 300,000 300,000




HYDRO ONE COMMON CORPORATE COST MODEL
ACTIVITY COST ASSIGNMENTS TO BUSINESS UNITS - 2007

Direct Assignment

Function or

. Activities Performed Transmission Distribution Other
Service
(A) (B) (D) © E)
Internal Audit & |\ i 648,720 378,420 162,180
Risk Mgmt
Purchasing
IMIT
Human Resources
Finance
Customers
General departmental expenses
Regulatory Affairs |Coordinate HO Filings with OEB (incl. DSM) 1,435,770 806,203 27,492
Manage HO Relationship with OEB (incl. complaints) 687 51,548
Develop and Support Rate Structures and Design for Transmission and
Distribution Rates
Support IMO‘Technlga! Panel and Make Recommendations for Market Rules 428,875 1,298,997
for the Ontario Electricity Market
Provide Load Forecasts for HO and IMO 372,517 411,005
Support Wholesale and Retail Settlement Process 503,104 656,372
Section 92 Applications 209,627
Code Reviews 107,219 175,262
Other departmental activities 144,333 243,992
All other costs 275,283 560,717
Eigt”" Affairs- OEB| oeg gilled costs 6,736,526 5,492,474
Law Overall Assignment of Time 325,715

Consultants and External Legal Counsel
General departmental expenses

Telecom Services

Management of Telecoms Services

Data backbone, assets and lines for all users
Voice backbone, assets and lines for all users
Repairs, adds, changes to telephones

ETS - Applications
Support

Support CSO Applications

Support Finance Applications

Support HR Applications

Support Passport Applications

Support Market Ready Applications
Support Telecommunications Infrastructure

EXHIBIT C



IBITC

EXH
HYDRO ONE COMMON CORPORATE COST MODEL
ACTIVITY COST ASSIGNMENTS TO BUSINESS UNITS - 2007 Allocation
Function or Activities Performed Cost Driver Allocated to Allocated to Materials Total 2007
Service T&D T&D, Others Surcharge Activity Budget
(A) (B) (@] ©) (H) 0] ()]
Il A IntAudit TD Audits (Internal) 729,810 1,919,130
Risk Mgmt
Purchasing Oper Maint Cap 189,210 189,210
IMIT Fin_IMIT Dept. Labor (Internal) 324,360 324,360
Human Resources HR Dept. Labor (Internal) 27,030 27,030
Finance Finance Labor Costs (Internal) 216,240 216,240
Customers Total Revenue 27,030 27,030
General departmental expenses IntAudit Dept. Labor (Internal) 80,000 80,000
Regulatory Affairs |Coordinate HO Filings with OEB (incl. DSM) All Direct 2,269,465
Manage HO Relationship with OEB (incl. complaints) All Direct 52,235
Develop and Support Rate Structures and Design for Transmission and .
S All Direct -
Distribution Rates
Support IMO‘Technlga! Panel and Make Recommendations for Market Rules All Direct 1,727,872
for the Ontario Electricity Market
Provide Load Forecasts for HO and IMO All Direct 783,522
Support Wholesale and Retail Settlement Process All Direct 1,159,475
Section 92 Applications All Direct 209,627
Code Reviews All Direct 282,480
Other departmental activities GC_Reg Dept. Labor (Internal) 388,325
All other costs All Direct 836,000
gigt”" Affairs- OEB| o g gilled costs Al Direct 12,229,000
Law Overall Assignment of Time Non-energy Rev_Assets Blend 4,685,285 5,011,000
Consultants and External Legal Counsel GC_Law Dept. Labor (Internal) 1,671,429 1,671,429
General departmental expenses GC_Law Dept. Labor (Internal) 128,571 128,571
Telecom Services |Management of Telecoms Services Telecom Services 3,178,000 3,178,000
Data backbone, assets and lines for all users Workstations 4,832,030 4,832,030
Voice backbone, assets and lines for all users Telephones 3,849,400 3,849,400
Repairs, adds, changes to telephones Telephones 5,102,800 5,102,800
Ezsp'oﬁpp"ca“ons Support CSO Applications Inergi CSO (Internal) 6,732,405 6,732,405
Support Finance Applications Inergi Finance (Internal) 4,488,270 4,488,270
Support HR Applications Inergi HR (Internal) 3,590,616 3,590,616
Support Passport Applications ProgramProjectCosts 3,141,789 3,141,789
Support Market Ready Applications Market Ready 7,142,298 7,142,298
Support Telecommunications Infrastructure Telephones 1,346,481 1,346,481




HYDRO ONE COMMON CORPORATE COST MODEL
ACTIVITY COST ASSIGNMENTS TO BUSINESS UNITS - 2007

Direct Assignment

Function or

. Activities Performed Transmission Distribution Other
Service
(A) (B) (D) © E)
ETS - Infra-
structure Svc. / Supply Management Services
Misc. Apps
Direct Assignments 1,014,964
General Infrastructure Support
Customer Support Inbound calls / correspondence 21,549,402
Operations
Bill Production 9,481,755 18,519
Data Services- Timesheets for field personnel, Tx operations 463,428 2,626,092
CSO Suppo.rt— Management; Training, Communications, Support; Application 4,464,886 14,918
support Business Analysts
Settlements Wholesale and Retail Settlements 450,000 2,550,000
Finance Accounts Payable processing
Accounts Receivable processing
Fixed Assets processing
Corporate accounting, Budgeting, Analysis
Pension support
Inergi Corp. Finance
HR - Pay Services |Payroll Services and Recordkeepping
Chair Overall Assignment of Time 19,565
General departmental expenses
Board Overall Assignment of Time

Audit Fee

General departmental expenses
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HYDRO ONE COMMON CORPORATE COST MODEL

EXH

IBITC

ACTIVITY COST ASSIGNMENTS TO BUSINESS UNITS - 2007 Allocation
Function or Activities Performed Cost Driver Allocated to Allocated to Materials Total 2007
Service T&D T&D, Others Surcharge Activity Budget
(A) (B) (@] ©) (H) 0] ()]

ETS - Infra-

structure Svc. / Supply Management Services Inergi SMS (Internal) 3,477,265 3,477,265

Misc. Apps
Direct Assignments All Direct 1,014,964
General Infrastructure Support )l:lé)n—energy RS OTS EETE 21,090,911 21,090,911

Customer Support Inbound calls / correspondence All Direct 21,549,402

Operations
Bill Production All Direct 9,500,274
Data Services- Timesheets for field personnel, Tx operations All Direct 3,089,520
CSsO Suppo.rt— Management; Training, Communications, Support; Application All Direct 4,479,804
support Business Analysts

Settlements Wholesale and Retail Settlements All Direct 3,000,000

Finance Accounts Payable processing Invoices To Vendors 1,828,262 1,828,262
Accounts Receivable processing Other Bills To Customers 1,367,043 1,367,043
Fixed Assets processing Gross utility plant xB 655,035 655,035
Corporate accounting, Budgeting, Analysis Non-energy Rev_Assets Blend xB 5,387,497 5,387,497
Pension support FTEs 53,193 53,193
Inergi Corp. Finance Inergi Total (Internal) 1,038,970 1,038,970

HR - Pay Services |Payroll Services and Recordkeepping FTEs 3,481,000 3,481,000

Chair Overall Assignment of Time Non-energy Rev_Assets Blend 281,435 301,000
General departmental expenses Non-energy Rev_Assets Blend 25,000 25,000

Board Overall Assignment of Time Non-energy Rev_Assets Blend -
Audit Fee Total Revenue_Assets Blend xBXTxR 697,529 697,529
General departmental expenses Non-energy Rev_Assets Blend 577,471 577,471




HYDRO ONE COMMON CORPORATE COST MODEL
ACTIVITY COST ASSIGNMENTS TO BUSINESS UNITS - 2007

Direct Assignment

Function or

. Activities Performed Transmission Distribution Other
Service
(A) (B) (D) © E)

grftfeiigient/CEO Establish performance targets for safety, customer service, reliability 58,158 47,388 2,154
Provide strategic dlre(.:tlon apd manage the company to meet the targets of 232,632 189,552 8,616
safety, customer service, reliability
Develop and maintain relationships with major customers and customer 232,632 189,552 8,616
groups
Develop and maintain relationships with regulators, shareholder, lenders 232,632 189,552 8,616
Monitor, assess and remediate risks to operational and financial performance 116,316 94,776 4,308
Influencg / Ensgre company can adapt to changing regulatory framework and 232,632 189,552 8,616
economic conditions
Plan for management succession 58,158 47,388 2,154
General departmental expenses

Corporate Overall Assignment of Time 38,740
General departmental expenses

Corp. Secretariat |Overall Assignment of Time 13,585
General departmental expenses

CEO Office Review and appr'ove financial and investment decisions and Provide input to 6,730
strategy and business plans
Provide oversight to Finance functions in timely, reliable reporting information

) 5,048

to HO, subs, regulators, investors, shareholder
Ensure financial services are provided efficiently and reliably 6,730
Ensure integrity of, and compliance with, internal controls over regulatory, 6.730
financial, accounting activities '
Monitor performance against operational, financial and regulatory targets 30,285
Ensure sufficient revenue for operating, financial and regulatory needs 6,730
Support BOD
Ensure access to capital on reasonable terms 10,095
Other departmental activities
General departmental expenses

Donations Donations

TOTAL CCFS 14,650,867 54,765,965 1,268,562
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HYDRO ONE COMMON CORPORATE COST MODEL

EXHIBIT C

ACTIVITY COST ASSIGNMENTS TO BUSINESS UNITS - 2007 Allocation
Function or Activities Performed Cost Driver Allocated to Allocated to Materials Total 2007
Service T&D T&D, Others Surcharge Activity Budget
(A) (B) ()] ©) (H) 0] )
grﬁeiigient/CEO Establish performance targets for safety, customer service, reliability All Direct 107,700
Provide strategic dlre(.:tlon apd manage the company to meet the targets of All Direct 430,800
safety, customer service, reliability
Develop and maintain relationships with major customers and customer All Direct 430,800
groups
Develop and maintain relationships with regulators, shareholder, lenders All Direct 430,800
Monitor, assess and remediate risks to operational and financial performance JAll Direct 215,400
Influencg / Ensgre company can adapt to changing regulatory framework and All Direct 430,800
economic conditions
Plan for management succession All Direct 107,700
General departmental expenses Pres_CEO Dept. Labor (Internal) 421,000 421,000
Corporate Overall Assignment of Time Non-energy Rev_Assets Blend 557,260 596,000
General departmental expenses GC_Corp Dept. Labor (Internal) 75,000 75,000
Corp. Secretariat  |Overall Assignment of Time Non-energy Rev_Assets Blend 195,415 209,000
General departmental expenses GC_Secy Dept. Labor (Internal) 100,000 100,000
CEO Office Review and appr'ove financial and investment decisions and Provide input to Non-energy Rev_Assets Blend 161,520 168,250
strategy and business plans
Provide oversight to Fmgnce functions in timely, reliable reporting information Finance Labor Costs (Internal) 129,553 134,600
to HO, subs, regulators, investors, shareholder
Ensure financial services are provided efficiently and reliably Finance Labor Costs (Internal) 26,920 33,650
Ensurfe integrity of, and (.:o_n_1pllance with, internal controls over regulatory, Total Revenue Assets Blend 60,570 67,300
financial, accounting activities -
Monitor performance against operational, financial and regulatory targets Non-energy Rev_Assets Blend 67,300 97,585
Ensure sufficient revenue for operating, financial and regulatory needs Non-energy Rev_Assets Blend 60,570 67,300
Support BOD Non-energy Rev_Assets Blend 33,650 33,650
Ensure access to capital on reasonable terms Total Capital 57,205 67,300
Other departmental activities CFO Dept. Labor (Internal) 3,365 3,365
General departmental expenses CFO Dept. Labor (Internal) 398,000 398,000
Donations Donations Direct Holding Company 1,750,000 1,750,000
TOTAL CCFS 19,480,035 109,217,798 18,960,000 218,343,229




HYDRO ONE COMMON CORPORATE COST MODEL

COST DRIVERS - 2007

EXHIBIT D

Trans- Distrib- Trans- Distrib-
Total L . Other Total . . Other
mission ution mission ution
DRIVER DESCRIPTION EXTERNAL DRIVER VALUES EXTERNAL DRIVER %
Direct Dx LFj’rl]eiltce all costs of an activity into one business 1 1 ) 100.0% 0.0% 100.0% 0.0%
Direct Tx Srlfiltce all costs of an activity into one business 1 1 _ 100.0% 100.0% 0.0% 0.0%
. Place all costs of an activity into one business
Direct Shareholder unit 1 1 100.0% 0.0% 0.0% 100.0%
o ——
All Direct Plageholder when activity is 100% directly _ _ 0.0%
assigned
Physical
Asset Manager g:igszfrgf)ﬁ Manager time study, 100.0% 67.8% 32.2% 0.0% 100.0%  67.8%  32.2% 0.0%
L Square feet of facilities included in LBSS 0 5 0 5
Facilities SqFt activities, 12/31/05 values (Shared) 130,858 71,201 59,072 585 100.0% 54.4% 45.1% 0.4%
FTEs \'::I'nge(seﬁ:r"égl)em employees, 12/31/05 4,936 2,351 2,487 98 100.0%  47.6%  50.4% 2.0%
Invoices To Vendors f’ser']zz‘g)'a"atory' 2005 and 12/31/05 values 90,260 40,694 44,114 5,452 100.0%  45.1%  48.9% 6.0%
Program and Project Costs for Capital and OM
ProgramProjectCosts spending on Transmission and Distribution for 100.0% 47.6% 52.4% 0.0% 100.0% 47.6% 52.4% 0.0%
2005
Other Bills To Customers Bills to customers other than retail bills to 28,737 13,834 12,527 2,376 1000%  481%  43.6% 8.3%
customers, 2005 values
Telephones (S;']Z‘f:g)'a”atory’ 2005 and 12/31/05 values 4,948 2,357 2,494 97 100.0%  47.6%  50.4% 2.0%
Workstations ?Ser']zz‘g)'a"atory' 2005 and 12/31/05 values 4,880 2,337 2,451 92 100.0%  47.9%  50.2% 1.9%

Each cost driver marked (Shared) included common portions in addition to portions due to
business units. These common portions were allocated between Transmission and
Distribution using ProgramProjectCosts cost driver or Asset Manager driver, as

appropriate.




HYDRO ONE COMMON CORPORATE COST MODEL
COST DRIVERS - 2007

Total

Trans-
mission

Distrib-
ution

Other

Total

Trans-
mission

EXHIBIT D

Distrib-
ution

Other

DRIVER

ESCRIPTION

EXTERNAL DRIVER VALUES

EXTERNAL DRIVER %

Financial ($ millions)

Capital expenditures Budgeted amounts for 2007 752 389 333 31 100.0% 51.7% 44.3% 4.1%
Gross utility plant Projected balances as of 12/31/07 16,059 9,742 5,770 547 100.0% 60.7% 35.9% 3.4%
Gross utility plant xB Gross utility plant excl. Brampton 15,652 9,742 5,770 140 100.0% 62.2% 36.9% 0.9%
Gross utility plant xBXTXR g;‘ﬁztzgl'w AP C Rl ) 15,512 9,742 5,770 - 100.0%  62.8%  37.2% 0.0%
Net utility plant Projected balances as of 12/31/07 10,080 6,254 3,502 325 100.0% 62.0% 34.7% 3.2%
Non-energy revenue Budgeted amounts for 2007 2,267 1,199 961 108 100.0% 52.9% 42.4% 4.8%
Oper Maint Cap Budgeted amounts for 2007 1,364 649 632 82 100.0% 47.6% 46.4% 6.0%
Oper Maint Cap xB Oper Maint Cap excl. Brampton 1,328 649 632 46 100.0% 48.9% 47.6% 3.5%
Oper Maint Cap xBxT Oper Maint Cap excl. Brampton, Telecom 1,298 649 632 16 100.0% 50.0% 48.7% 1.2%
Oper Maint Cap XBXTXR gzgo':"ei'm CEp BT, UEECE, 1,282 649 632 - 100.0%  50.7%  49.3% 0.0%
Oper Maint Exp Budgeted amounts for 2007 612 261 299 52 100.0% 42.6% 48.9% 8.4%
Total Assets Projected balances as of 12/31/07 11,736 6,800 4,452 484 100.0% 57.9% 37.9% 4.1%
Total Assets xBXTxR ;‘:rilof‘:ssms excl. Brampton, Telecom, 11,252 6,800 4,452 - 100.0%  60.4%  39.6% 0.0%
Total Capital Projected balances as of 12/31/07 10,177 6,214 3,563 400 100.0% 61.1% 35.0% 3.9%
Total Debt Projected balances as of 12/31/07 6,042 3,654 2,109 279 100.0% 60.5% 34.9% 4.6%
Total Revenue Budgeted amounts for 2007 4,412 1,199 2,824 389 100.0% 27.2% 64.0% 8.8%
Total Revenue xB Budgeted amounts for 2007 excl. Brampton 4,085 1,199 2,824 62 100.0% 29.3% 69.1% 1.5%
Derived Financial

Assets Average Net utility Plant, Total Assets 100.0% 59.99% 36.33% 3.67% 100.0% 60.0% 36.3% 3.7%
Non-energy Rev_Assets Blend 50% Non-energy Revenue, 50% Assets 100.0% 56.43% 39.35% 4.21% 100.0% 56.4% 39.4% 4.2%
Non-energy Rev_Assets Blend xB Non-energy Rev_Assets Blend excl. Brampton 97.4% 56.43% 39.35% 1.58% 100.0% 58.0% 40.4% 1.6%
Non-energy Rev_Assets Blend xBxTxR | Lor-eneray Rev_Assets Blend excl. Brampton, 96.3% 59.99% 36.33% - 100.0%  62.3%  37.7% 0.0%

Telecom, Remotes

OperMaint Exp_Assets Blend 50% Oper Maint Exp, 50% Assets 100.0% 52.77% 42.15% 5.08% 100.0% 52.8% 42.1% 5.1%
Non-energy Rev_Workstations Blend 50% Non-energy Revenue, 50% Workstations 100.0% 50.39% 46.29% 3.32% 100.0% 50.4% 46.3% 3.3%
Non-energy Rev_Workstations Blend xB :;);r;;r:srr]gy Rev_Workstations Blend excl. 98.7% 50.39% 46.29% 1.98% 100.0%  51.1%  46.9% 2.0%
Total Revenue_Assets Blend 50% Total Revenue, 50% Assets 100.0% 43.58% 50.17% 6.24% 100.0% 43.6% 50.2% 6.2%
Total Revenue_Assets Blend xBxTxR | Otal Revenue_Assets Blend excl. Brampton, 93.8% 43.58% 50.17% ; 100.0%  46.5%  53.5% 0.0%

Telecom, Remotes




HYDRO ONE COMMON CORPORATE COST MODEL
COST DRIVERS - 2007

EXHIBIT D

Total T.ran.s- Dis.trib- Other Total T_ran_s- Dis_trib- Other
mission ution mission ution
DRIVER DESCRIPTION INTERNAL DRIVER VALUES INTERNAL DRIVER %
CFO Dept. Labor (Internal) Self-explanatory 669,635 333,398 262,471 73,765 100.0% 49.8% 39.2% 11.0%
Contr. Dept. Labor (Internal) Self-explanatory 5,364,938 2,653,910 2,495,221 215,807 100.0% 49.5% 46.5% 4.0%
CorpComm Dept. Labor (Internal) Self-explanatory 2,781,600 1,117,754 1,663,846 - 100.0% 40.2% 59.8% 0.0%
Corp Svcs Group (Internal) Self-explanatory 25,426,000 12,353,649 12,852,062 220,289 100.0% 48.6% 50.5% 0.9%
Finance Labor Costs (Internal) Self-explanatory 16,427,810 7,958,634 7,726,471 742,705 100.0% 48.4% 47.0% 4.5%
Fin_IMIT Dept. Labor (Internal) Self-explanatory 5,595,279 2,684,803 2,819,494 90,981 100.0% 48.0% 50.4% 1.6%
Fin_Strat Dept. Labor (Internal) Self-explanatory 1,784,000 610,128 1,031,152 142,720 100.0% 34.2% 57.8% 8.0%
Fin_Treas Dept. Labor (Internal) Self-explanatory 240,000 144,062 91,055 4,883 100.0% 60.0% 37.9% 2.0%
GC_Corp Dept. Labor (Internal) Self-explanatory 596,000 328,321 228,939 38,740 100.0% 55.1% 38.4% 6.5%
GC_Law Dept. Labor (Internal) Self-explanatory 5,011,000 2,760,427 1,924,858 325,715 100.0% 55.1% 38.4% 6.5%
GC_Reg Dept. Labor (Internal) Self-explanatory 6,484,676 3,057,798 3,399,386 27,492 100.0% 47.2% 52.4% 0.4%
GC_Secy Dept. Labor (Internal) Self-explanatory 209,000 115,133 80,282 13,585 100.0% 55.1% 38.4% 6.5%
HR Dept. Labor (Internal) Self-explanatory 4,054,440 1,930,917 2,043,026 80,497 100.0% 47.6% 50.4% 2.0%
Insurance Costs xB Self-explanatory 4,751,237 2,866,631 1,785,007 99,599 100.0% 60.3% 37.6% 2.1%
IntAudit Dept. Labor (Internal) Self-explanatory 2,703,000 1,480,346 1,031,090 191,564 100.0% 54.8% 38.1% 7.1%
IntAudit TD Audits (Internal) Self-explanatory 0 0 0 - 100.0% 63.2% 36.8% 0.0%
Pres_CEO Dept. Labor (Internal) Self-explanatory 2,154,000 1,163,160 947,760 43,080 100.0% 54.0% 44.0% 2.0%
Security Dept. Labor (Internal) Self-explanatory 1,761,000 1,083,012 632,346 45,642 100.0% 61.5% 35.9% 2.6%
Strategic Dept. Labor (Internal) Self-explanatory 1,261,000 564,506 696,494 - 100.0% 44.8% 55.2% 0.0%
Tax Dept. Labor (Internal) Self-explanatory 1,033,188 500,863 401,197 131,128 100.0% 48.5% 38.8% 12.7%
Telecom Services Self-explanatory 13,517,636 6,578,987 6,938,649 - 100.0% 48.7% 51.3% 0.0%
Inergi CSO (Internal) Self-explanatory 34,139,196 463,428 33,657,249 18,519 100.0% 1.4% 98.6% 0.1%
Inergi Finance (Internal) i’f{::’éﬁf&:gﬁﬁ;” el (MR, (A 9,291,030 5,038,057 3,935,151 317,822 100.0%  54.2%  42.4% 3.4%
Inergi HR (Internal) Self-explanatory 3,481,000 1,657,818 1,754,070 69,112 100.0% 47.6% 50.4% 2.0%
Inergi IT (Internal) Self-explanatory 52,024,999 20,350,054 30,901,761 773,184 100.0% 39.1% 59.4% 1.5%
Inergi SMS (Internal) Self-explanatory 7,134,669 3,624,295 3,316,850 193,524 100.0% 50.8% 46.5% 2.7%
Inergi Total (Internal) Self-explanatory 106,070,894 31,133,651 73,565,082 1,372,161 100.0% 29.4% 69.4% 1.3%
Inergi Finance_Total Blend (Internal) Self-explanatory 100.00% 41.79% 55.85% 2.36% 100.0% 41.8% 55.9% 2.4%




HYDRO ONE COMMON CORPORATE COST MODEL
ACTIVITY COSTS DISTRIBUTED TO BUSINESS UNITS- 2007

EXHIBIT E

Total Activity Cost to Business Unit

Functlgn or Activities Performed Transmission Distribution Other Total 2007 Activity
Service Budget
(A) (B) (D) (C) (E) (F)

Human Resources |Administer Compensation & Benefits Programs 199,433 211,012 8,314 418,760
Decision support 246,725 261,050 10,286 518,060
Staffing & Leadership- Recruitment, Hiring, Succession 330,678 349,877 13,786 694,340
Administer Pension Plan 346,442 366,556 14,443 727,440
Administer Inergi HR 99,717 105,506 4,157 209,380
Consulting support to LOBs and corporate functions 1,013,740 1,072,598 42,262 2,128,600
Director 177,364 187,662 7,394 372,420

Labour Relations [Advice, guidance and training to LOBs under the Collective Agreements 286,701 303,347 11,952 602,000
Negotiate with Bargaining Units 86,415 91,432 3,603 181,450
Participate in grievance and arbitration filings 231,051 244,466 9,632 485,150
Participate in OLRB hearings 57,340 60,669 2,390 120,400
Internal vacancy management =

Communications  |Provide communications support for corporate safety program & activities 207,817 219,883 427,700
Provide communications support for customer information requirements 1,119,050 1,119,050
Provide Media Program for Community Info & Employee Contributions 763,049 807,351 1,570,400
Provide Support for Shareholder and External Stakeholder Relationships 543,662 311,738 855,400
Provide Support to CDM and Other Special Programs 276,350 276,350
Provide other internal communications support 207,817 219,883 427,700
Other departmental activities 454,730 366,369 29,301 850,400
General departmental expenses -

Bl Bekins Support cu§t0mer strategy, rf':lte strategy, distribution generation strategy, 493,165 511,347 1,004,513
benchmarking, external relations
Develop working relationships with customers, regulators, shareholder, lenders 71,340 185,147 256,487
General departmental expenses 61,778 76,222 138,000

Corporate Security |Provide Security Services for Company Assets 1,408,961 822,660 59,379 2,291,000




HYDRO ONE COMMON CORPORATE COST MODEL
ACTIVITY COSTS DISTRIBUTED TO BUSINESS UNITS- 2007

EXHIBIT E

Total Activity Cost to Business Unit

Functlgn or Activities Performed Transmission Distribution Other Total 2007 Activity
Service Budget
(A) (B) (D) (C) (E) (F)

:zfvr;::)‘/ez/lgmt Manage warehouse facilities (incl. Inventory management) 2,500,000 2,500,000
Warehouse (Provincial lines) 3,000,000 3,000,000
Strategic Sourcing Initiative 31,250 31,250
Supervise Inergi- SMS 125,000 125,000
Transportation 4,000,000 4,000,000
Investment Recovery 200,000 200,000
Inergi Inspection Project 1,200,000 1,200,000
Other departmental activities 93,750 93,750
Purchasing 5,051,093 5,051,093
Transportation 189,416 189,416
Asset disposal and Investment recovery 378,832 378,832
Strategic Sourcing Initiative 883,941 883,941
Support management of warehouse facilities 631,387 631,387
Other departmental activities 675,331 675,331

g\f;g)orate S Manage all Corp Services Departments 522,307 543,379 9,314 1,075,000

Info Mgmt & Info Support to bgckpone, PCs and applications; Support internal 545,847 572,341 21,486 1,139,673

Technology telecommunications
Devel.op systems required by operating busmesses to meet changes in 252,509 194,197 446,706
technical, operating and regulatory requirements
Support Asset Management activities and projects 524,441 248,704 773,145
Support Finance activities and projects 363,461 352,858 33,918 750,237
Provide operational support for Transmission and Distribution activities 62,156 29,476 91,632
Manage IT capital projects and IT strategy 654,129 993,302 24,853 1,672,284
Support Inergi operations 282,261 428,616 10,724 721,602
Other departmental activities 63,204 66,375 2,142 131,721
General departmental expenses 160,264 168,305 5,431 334,000




HYDRO ONE COMMON CORPORATE COST MODEL
ACTIVITY COSTS DISTRIBUTED TO BUSINESS UNITS- 2007

EXHIBIT E

Total Activity Cost to Business Unit

Functlgn or Activities Performed Transmission Distribution Other Total 2007 Activity
Service Budget
(A) (B) (D) (C) (E) (F)

Corporate . L . . .

Controller Accting policies; External reports; External audit / review 874,356 609,692 57,428 1,541,475
Bu§|ne§s Plan (incl. Financial Modeling & Analysis); Internal reports; Year-end 665,294 463,912 49,569 1178775
projections
Regulatory Finance Activities 356,395 396,208 18,135 770,738
Manage Inergi- General and Inergi- Finance contract -
Revenue analysis and reporting 127,004 299,168 12,090 438,263
Monitor and support Financial systems and Corporate accounting 452,422 520,823 54,405 1,027,650
Internal controls 178,440 205,418 24,180 408,038
Other departmental activities 342,991 322,482 14,590 680,063
Actuarial consultants 357,186 377,924 14,891 750,000
Consultants- Bill 198 (Canadian SOX) compliance -
General departmental expenses 98,935 93,020 8,045 200,000

Treasury Liquidity Management, Debt Issuance and Financial Risk Management 125,978 78,445 4,377 208,800
Insurance- Claims 1,803,913 1,257,876 50,519 3,112,308
Fiduciary insurance policy 26,237 27,760 1,094 55,091
IT Costs -
General departmental expenses 316,817 200,245 10,740 527,801

Taxation Compliance activities including tax filings and audits 291,666 232,926 111,771 636,363
Tax Planning 170,085 135,831 12,987 318,903
Support Debt issuance 7,854 4,534 599 12,987
Special Projects 13,639 10,892 1,443 25,974
Support regulatory filings 7,517 8,356 2,886 18,759
Support Construction activities 10,102 8,657 1,443 20,202
Other departmental activities 227,546 182,266 409,812
Tax Consultants 72,716 58,246 19,037 150,000
General departmental expenses 33,934 27,182 8,884 70,000

Financial Strategy [Support Regulatory Activities 178,400 178,400
Support Business Activities 89,200 89,200
Special Projects 178,400 178,400
Decision support for lines of business 610,128 406,752 53,520 1,070,400
DSM 178,400 178,400
Ontario Hydro Energy 89,200 89,200
General departmental expenses 102,600 173,400 24,000 300,000




HYDRO ONE COMMON CORPORATE COST MODEL
ACTIVITY COSTS DISTRIBUTED TO BUSINESS UNITS- 2007

EXHIBIT E

Total Activity Cost to Business Unit

Functlgn or Activities Performed Transmission Distribution Other Total 2007 Activity
Service Budget
(A) (B) (D) (C) (E) (F)

Internal Audit & |\ |y 1,109,653 647,207 162,180 1,919,130

Risk Mgmt
Purchasing 90,076 87,718 11,416 189,210
IMIT 155,639 163,447 5,274 324,360
Human Resources 12,873 13,620 537 27,030
Finance 104,760 101,704 9,776 216,240
Customers 7,346 17,303 2,382 27,030
General departmental expenses 43,813 30,517 5,670 80,000

Regulatory Affairs |Coordinate HO Filings with OEB (incl. DSM) 1,435,770 806,203 27,492 2,269,465
Manage HO Relationship with OEB (incl. complaints) 687 51,548 52,235
Develop and Support Rate Structures and Design for Transmission and
Distribution Rates
Support IMO Techmcal Panel and Make Recommendations for Market Rules for 428,875 1,298,997 1,727,872
the Ontario Electricity Market
Provide Load Forecasts for HO and IMO 372,517 411,005 783,522
Support Wholesale and Retail Settlement Process 503,104 656,372 1,159,475
Section 92 Applications 209,627 209,627
Code Reviews 107,219 175,262 282,480
Other departmental activities 144,333 243,992 388,325
All other costs 275,283 560,717 836,000

Ezgt“" Affairs- OEB| g giled costs 6,736,526 5,492,474 12,229,000

Law Overall Assignment of Time 2,760,427 1,924,858 325,715 5,011,000
Consultants and External Legal Counsel 920,746 642,040 108,643 1,671,429
General departmental expenses 70,827 49,388 8,357 128,571

Telecom Services |Management of Telecoms Services 1,516,807 1,599,729 61,464 3,178,000
Data backbone, assets and lines for all users 2,314,303 2,426,632 91,096 4,832,030
Voice backbone, assets and lines for all users 1,833,792 1,940,144 75,463 3,849,400
Repairs, adds, changes to telephones 2,430,892 2,571,873 100,035 5,102,800

ETS - Applications |\ cs0 Applications 91,390 6,637,363 3,652 6,732,405

Support
Support Finance Applications 2,433,762 1,900,975 153,532 4,488,270
Support HR Applications 1,710,022 1,809,305 71,289 3,590,616
Support Passport Applications 1,495,437 1,646,352 3,141,789
Support Market Ready Applications 1,440,958 5,701,340 7,142,298
Support Telecommunications Infrastructure 641,442 678,643 26,396 1,346,481




HYDRO ONE COMMON CORPORATE COST MODEL
ACTIVITY COSTS DISTRIBUTED TO BUSINESS UNITS- 2007

EXHIBIT E

Total Activity Cost to Business Unit

Functlgn or Activities Performed Transmission Distribution Other Total 2007 Activity
Service Budget
(A) (B) (D) (C) (E) (F)

ETS - Infra-

structure Svc. / Supply Management Services 1,766,394 1,616,552 94,319 3,477,265

Misc. Apps
Direct Assignments 1,014,964 1,014,964
General Infrastructure Support 10,770,649 9,896,266 423,996 21,090,911

Customer Support

. Inbound calls / correspondence 21,549,402 21,549,402

Operations
Bill Production 9,481,755 18,519 9,500,274
Data Services- Timesheets for field personnel, Tx operations 463,428 2,626,092 3,089,520
CSO Suppo.rt- Management; Training, Communications, Support; Application 4,464,886 14,918 4,479,804
support Business Analysts

Settlements Wholesale and Retail Settlements 450,000 2,550,000 3,000,000

Finance Accounts Payable processing 824,274 893,555 110,433 1,828,262
Accounts Receivable processing 658,118 595,896 113,028 1,367,043
Fixed Assets processing 407,705 241,475 5,855 655,035
Corporate accounting, Budgeting, Analysis 3,122,627 2,177,421 87,450 5,387,497
Pension support 25,333 26,804 1,056 53,193
Inergi Corp. Finance 304,956 720,574 13,440 1,038,970

HR - Pay Services [Payroll Services and Recordkeepping 1,657,818 1,754,070 69,112 3,481,000

Chair Overall Assignment of Time 165,813 115,622 19,565 301,000
General departmental expenses 14,109 9,838 1,053 25,000

Board Overall Assignment of Time -
Audit Fee 324,253 373,276 697,529
General departmental expenses 325,892 227,246 24,332 577,471




HYDRO ONE COMMON CORPORATE COST MODEL
ACTIVITY COSTS DISTRIBUTED TO BUSINESS UNITS- 2007

EXHIBIT E

Total Activity Cost to Business Unit

Functl(?n or Activities Performed Transmission Distribution Other Total 2007 Activity
Service Budget
(A) (B) (D) (C) (E) (F)
(I;rf«faiigjent/CEO Establish performance targets for safety, customer service, reliability 58,158 47,388 2,154 107,700
Provide strategic dlre(.:tlon apd manage the company to meet the targets of 232,632 189,552 8,616 430,800
safety, customer service, reliability
Develop and maintain relationships with major customers and customer groups 232,632 189,552 8,616 430,800
Develop and maintain relationships with regulators, shareholder, lenders 232,632 189,552 8,616 430,800
Monitor, assess and remediate risks to operational and financial performance 116,316 94,776 4,308 215,400
Influencg / Ensgre company can adapt to changing regulatory framework and 232,632 189,552 8,616 430,800
economic conditions
Plan for management succession 58,158 47,388 2,154 107,700
General departmental expenses 227,340 185,240 8,420 421,000
Corporate Overall Assignment of Time 328,321 228,939 38,740 596,000
General departmental expenses 41,316 28,809 4,875 75,000
Corp. Secretariat |Overall Assignment of Time 115,133 80,282 13,585 209,000
General departmental expenses 55,087 38,413 6,500 100,000
CEO Office Review and appr.ove financial and investment decisions and Provide input to 95,163 66,357 6,730 168,250
strategy and business plans
Provide oversight to F!nance functions in timely, reliable reporting information to 65,735 63,817 5,048 134,600
HO, subs, regulators, investors, shareholder
Ensure financial services are provided efficiently and reliably 13,659 13,261 6,730 33,650
Ensurg integrity of, and gqrppllance with, internal controls over regulatory, 28,157 32,413 6,730 67,300
financial, accounting activities
Monitor performance against operational, financial and regulatory targets 39,651 27,649 30,285 97,585
Ensure sufficient revenue for operating, financial and regulatory needs 35,686 24,884 6,730 67,300
Support BOD 18,990 13,242 1,418 33,650
Ensure access to capital on reasonable terms 36,357 20,848 10,095 67,300
Other departmental activities 1,675 1,319 371 3,365
General departmental expenses 198,156 156,001 43,843 398,000
Donations Donations 1,750,000 1,750,000
TOTAL CCFS 73,136,118 121,045,890 24,161,221 218,343,229




HYDRO ONE COMMON CORPORATE COST MODEL
SUMMARY OF CCFES COSTS DISTRIBUTED TO BUSINESS UNITS - 2007

Function or Service Transmission Distribution Other Total

Human Resources 2,414,099 2,554,261 100,641 5,069,000
Labour Relations 661,508 699,915 27,577 1,389,000
Communications 2,177,075 3,320,623 29,301 5,527,000
External Relations 626,284 772,716 1,399,000
Corporate Security 1,408,961 822,660 59,379 2,291,000
Suppy Management Services 18,960,000 18,960,000
Corporate Services SVP 522,307 543,379 9,314 1,075,000
Info Management & Info Technology 2,908,272 3,054,174 98,554 6,061,000
Corporate Controller 3,453,022 3,288,646 253,332 6,995,000
Treasury 2,272,945 1,564,326 66,729 3,904,000
Taxation 835,059 668,891 159,050 1,663,000
Financial Strategy 712,728 1,204,552 166,720 2,084,000
Internal Audit & Risk Mgmt 1,524,159 1,061,607 197,234 2,783,000
Regulatory Affairs 3,477,414 4,204,094 27,492 7,709,000
Regulatory Affairs- OEB Cost 6,736,526 5,492,474 12,229,000
Law 3,752,000 2,616,285 442,715 6,811,000
Telecom Services 8,095,795 8,538,378 328,058 16,962,230
ETS - Applications Support 7,813,012 18,373,979 254,869 26,441,859
ETS - Infrastructure 12,537,042 12,527,782 518,315 25,583,140
CSO 463,428 38,122,136 33,436 38,619,000
Settlements 450,000 2,550,000 3,000,000
Finance 5,343,013 4,655,725 331,262 10,330,000
HR 1,657,818 1,754,070 69,112 3,481,000
Chair 179,922 125,460 20,618 326,000
Board 650,145 600,522 24,332 1,275,000
President/CEQ Office 1,390,500 1,133,000 51,500 2,575,000
Corporate 369,636 257,749 43,615 671,000
Corporate Secretariat 170,220 118,695 20,085 309,000
CFO Office 533,230 419,791 117,979 1,071,000
Donations 1,750,000 1,750,000

Total 73,136,118 121,045,890 24,161,221 218,343,229

EXHIBIT F



HYDRO ONE COMMON CORPORATE COST MODEL
BUDGETED COSTS AND ACTIVITIES FOR COMMON CORPORATE FUNCTIONS AND SERVICES- 2008

EXHIBIT B (2008)

2008 Budget for | | - L
Function or Service Activities Performed Cost Driver Function or % Activity 2008 | $ Activity 2008
) Budget Budget
Service
(A) (B) (©) (D) (E) (F)
Human Resources Administer Compensation & Benefits Programs FTEs 5,252,000 8.2% 432,880
Decision support FTEs 10.1% 528,280
Staffing & Leadership- Recruitment, Hiring, Succession FTEs 13.6% 712,920
Administer Pension Plan FTEs 14.2% 744,720
Administer Inergi HR Inergi HR (Internal) 4.1% 216,440
Consulting support to LOBs and corporate functions FTEs 42.4% 2,228,400
Director HR Dept. Labor (Internal) 7.4% 388,360
Labour Relations Advice, guidance and training to LOBs under the Collective Agreements |FTEs 1,471,000 42.4% 623,000
Negotiate with Bargaining Units FTEs 13.5% 198,850
Participate in grievance and arbitration filings FTEs 35.7% 524,550
Participate in OLRB hearings FTEs 8.5% 124,600
Internal vacancy management FTEs 0.0% 0
Communications Pro_v!Qe communications support for corporate safety program & FTEs 5,641,000 7.8% 439,100
activities
Provide communications support for customer information requirements |Direct Dx 20.1% 1,136,150
Provide Media Program for Community Info & Employee Contributions |FTEs 28.2% 1,593,200
Provide Support for Shareholder and External Stakeholder Relationships | Total Capital 15.6% 878,200
Provide Support to CDM and Other Special Programs Direct Dx 5.0% 282,050
Provide other internal communications support FTEs 7.8% 439,100
Other departmental activities Non-energy Rev_Assets Blend 15.5% 873,200
General departmental expenses CorpComm Dept. Labor (Internal) 0.0% 0
External Relations Sl AE I str_ategy, rate strategy, IS G E T Non-energy Rev_Assets Blend 1,440,000 72.0% 1,037,173
strategy, benchmarking, external relations
IE;(:]\[/jzl:)Sp working relationships with customers, regulators, shareholder, Non-energy Rev_Assets Blend 18.4% 264,827
General departmental expenses Strategic Dept. Labor (Internal) 9.6% 138,000
Corporate Security Provide Security Services for Company Assets Assets 2,350,000 100.0% 2,350,000
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HYDRO ONE COMMON CORPORATE COST MODEL
BUDGETED COSTS AND ACTIVITIES FOR COMMON CORPORATE FUNCTIONS AND SERVICES- 2008

EXHIBIT B (2008)

2008 Budget for - L
Function or Service Activities Performed Cost Driver Functio?] or % Activity 2008 | $ Activity 2008
) Budget Budget
Service
(A) (B) (©) (D) (E) (F)

Supply Mgmt I .

Services Manage warehouse facilities (incl. Inventory management) Oper Maint Cap xBxTxR 19,303,000 13.2% 2,550,598
Warehouse (Provincial lines) Oper Maint Cap xBXTxR 15.7% 3,036,141
Strategic Sourcing Initiative Oper Maint Cap xBXTxR 0.2% 31,250
Supervise Inergi- SMS Inergi SMS (Internal) 0.6% 125,000
Transportation Oper Maint Cap xBXTxR 21.9% 4,229,497
Investment Recovery Gross utility plant xBXTxR 1.1% 209,758
Inergi Inspection Project Inergi SMS (Internal) 6.6% 1,269,391
Other departmental activities Oper Maint Cap xBXTxR 0.5% 97,364
Purchasing Oper Maint Cap xB 26.0% 5,014,875
Transportation Oper Maint Cap xB 1.0% 188,058
Asset disposal and Investment recovery Gross utility plant xBXTxR 1.9% 376,116
Strategic Sourcing Initiative Oper Maint Cap xBxT 4.5% 877,603
Support management of warehouse facilities Total Assets xBXTXR 3.2% 626,859
Other departmental activities Inergi SMS (Internal) 3.5% 670,489

g\c;:forate Sl Manage all Corp Services Departments Corp Svcs Group (Internal) 1,099,000 100.0% 1,099,000

Info Mgmt & Info Support to bgckpone, PCs and applications; Support internal Workstations 6,260,000 18.8% 1,179,274

Technology telecommunications
Devel.op systems_ required by operating pusmesses to meet changes in Asset Manager 7 4% 462,228
technical, operating and regulatory requirements
Support Asset Management activities and projects Asset Manager 12.8% 800,010
Support Finance activities and projects Finance Labor Costs (Internal) 12.4% 776,306
Provide operational support for Transmission and Distribution activities |Asset Manager 1.5% 94,816
Manage IT capital projects and IT strategy Inergi IT (Internal) 27.6% 1,730,392
Support Inergi operations Inergi IT (Internal) 11.9% 746,676
Other departmental activities Fin_IMIT Dept. Labor (Internal) 2.2% 136,298
General departmental expenses Fin_IMIT Dept. Labor (Internal) 5.3% 334,000
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HYDRO ONE COMMON CORPORATE COST MODEL
BUDGETED COSTS AND ACTIVITIES FOR COMMON CORPORATE FUNCTIONS AND SERVICES- 2008

EXHIBIT B (2008)

2008 Budget for - L
Function or Service Activities Performed Cost Driver Functiogn or % Activity 2008 | $ Activity 2008
) Budget Budget
Service
(A) (B) (C) (D) (E) (F)
Corporate Controller [Accting policies; External reports; External audit / review Non-energy Rev_Assets Blend 7,010,000 22.0% 1,545,300
Business Plap (ir?cl. Financial Modeling & Analysis); Internal reports; Non-energy Rev_Assets Blend 16.9% 1,181,700
Year-end projections
Regulatory Finance Activities GC_Reg Dept. Labor (Internal) 11.0% 772,650
Manage Inergi- General and Inergi- Finance contract Inergi Finance_Total Blend (Internal) 0.0% 0
Revenue analysis and reporting Total Revenue 6.3% 439,350
Monitor and support Financial systems and Corporate accounting Total Revenue_Assets Blend 14.7% 1,030,200
Internal controls Total Revenue_Assets Blend 5.8% 409,050
Other departmental activities Contr. Dept. Labor (Internal) 9.7% 681,750
Actuarial consultants FTEs 10.7% 750,000
Consultants- Bill 198 (Canadian SOX) compliance Total Revenue_Assets Blend 0.0% 0
General departmental expenses Contr. Dept. Labor (Internal) 2.9% 200,000
Treasury Liquidity Management, Debt Issuance and Financial Risk Management |Insurance Costs xB 3,913,000 5.5% 216,630
Insurance- Claims Non-energy Rev_Assets Blend xB 79.6% 3,113,478
Fiduciary insurance policy FTEs 1.4% 55,091
IT Costs Total Capital 0.0% 0
General departmental expenses Fin_Treas Dept. Labor (Internal) 13.5% 527,801
Taxation Compliance activities including tax filings and audits OperMaint Exp_Assets Blend 1,713,000 38.4% 658,413
Tax Planning OperMaint Exp_Assets Blend 19.3% 329,953
Support Debt issuance Total Debt 0.8% 13,437
Special Projects OperMaint Exp_Assets Blend 1.6% 26,874
Support regulatory filings GC_Reg Dept. Labor (Internal) 1.1% 19,409
Support Construction activities Capital Expenditures 1.2% 20,902
Other departmental activities Tax Dept. Labor (Internal) 24.8% 424,012
Tax Consultants Tax Dept. Labor (Internal) 8.8% 150,000
General departmental expenses Tax Dept. Labor (Internal) 4.1% 70,000
Financial Strategy Support Regulatory Activities All Direct 1,896,000 9.7% 184,600
Support Business Activities All Direct 4.9% 92,300
Special Projects All Direct 9.7% 184,600
Decision support for lines of business All Direct 58.4% 1,107,600
DSM All Direct 9.7% 184,600
Ontario Hydro Energy All Direct 4.9% 92,300
General departmental expenses Fin_Strat Dept. Labor (Internal) 2.6% 50,000
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HYDRO ONE COMMON CORPORATE COST MODEL
BUDGETED COSTS AND ACTIVITIES FOR COMMON CORPORATE FUNCTIONS AND SERVICES- 2008

EXHIBIT B (2008)

2008 Budget for | | . .
Function or Service Activities Performed Cost Driver Function or % Activity 2008 | $ Activity 2008
) Budget Budget
Service
(A) (B) (C) (D) (E) (F)
'l\’ll‘;en:rt‘a' AURIESIRER o e IntAudit TD Audits (Internal) 2,878,000 69.0% 1,986,580
Purchasing Oper Maint Cap 6.8% 195,860
IMIT Fin_IMIT Dept. Labor (Internal) 11.7% 335,760
Human Resources HR Dept. Labor (Internal) 1.0% 27,980
Finance Finance Labor Costs (Internal) 7.8% 223,840
Customers Total Revenue 1.0% 27,980
General departmental expenses IntAudit Dept. Labor (Internal) 2.8% 80,000
Regulatory Affairs Coordinate HO Filings with OEB (incl. DSM) All Direct 7,996,000 28.5% 2,277,059
Manage HO Relationship with OEB (incl. complaints) All Direct 0.7% 52,410
ngglop.and Support Rate Structures and Design for Transmission and All Direct 0.0% 0
Distribution Rates
Support IMO Technical Panel and Make Recommendations for Market . o
Rules for the Ontario Electricity Market All Direct 21.7% 1,733,654
Provide Load Forecasts for HO and IMO All Direct 9.8% 786,144
Support Wholesale and Retail Settlement Process All Direct 14.5% 1,163,355
Section 92 Applications All Direct 2.6% 210,328
Code Reviews All Direct 3.5% 283,426
Other departmental activities GC_Reg Dept. Labor (Internal) 4.9% 389,624
All other costs All Direct 13.8% 1,100,000
Esgt“" Affairs- OB | 5eg Billed costs All Direct 11,945,000 100.0%| 11,945,000
Law Overall Assignment of Time Non-energy Rev_Assets Blend 6,985,000 74.2% 5,185,000
Consultants and External Legal Counsel GC_Law Dept. Labor (Internal) 23.9% 1,671,429
General departmental expenses GC_Law Dept. Labor (Internal) 1.8% 128,571
Telecom Services Management of Telecoms Services Telecom Services 17,068,830 21.5% 3,675,000
Data backbone, assets and lines for all users Workstations 28.3% 4,832,030
Voice backbone, assets and lines for all users Telephones 22.6% 3,854,000
Repairs, adds, changes to telephones Telephones 27.6% 4,707,800
gsp;)ﬁppl'cat'ons Support CSO Applications Inergi CSO (Internal) 26,472,864 25.5% 6,740,299
Support Finance Applications Inergi Finance (Internal) 17.0% 4,493,533
Support HR Applications Inergi HR (Internal) 13.6% 3,594,826
Support Passport Applications ProgramProjectCosts 11.9% 3,145,473
Support Market Ready Applications Market Ready 27.0% 7,150,673
Support Telecommunications Infrastructure Telephones 5.1% 1,348,060
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EXHIBIT B (2008)
HYDRO ONE COMMON CORPORATE COST MODEL

BUDGETED COSTS AND ACTIVITIES FOR COMMON CORPORATE FUNCTIONS AND SERVICES- 2008

2008 Budget for - L
Function or Service Activities Performed Cost Driver Functio?] or % Activity 2008 | $ Activity 2008
) Budget Budget
Service
(A) (B) (C) (D) (E) (F)

EICS ; :\;I‘if;";"s:;:;“re Supply Management Services Inergi SMS (Internal) 25,613,137 13.6% 3,481,342
Direct Assignments All Direct 4.0% 1,016,154
General Infrastructure Support Non-energy Rev_Workstations Blend xB 82.4% 21,115,641

Customer Support Inbound calls / correspondence All Direct 38,190,000 55.8% 21,310,020

Operations
Bill Production All Direct 24.6% 9,394,740
Data Services- Timesheets for field personnel, Tx operations All Direct 8.0% 3,055,200
CSQ Sulpport- Management; Training, Communications, Support; All Direct 11.6% 4,430,040
Application support Business Analysts

Settlements Wholesale and Retail Settlements All Direct 3,000,000 100.0% 3,000,000

Finance Accounts Payable processing Invoices To Vendors 9,825,000 17.7% 1,738,884
Accounts Receivable processing Other Bills To Customers 13.2% 1,300,213
Fixed Assets processing Gross utility plant xB 6.3% 623,012
Corporate accounting, Budgeting, Analysis Non-energy Rev_Assets Blend xB 52.2% 5,124,120
Pension support FTEs 0.5% 50,592
Inergi Corp. Finance Inergi Total (Internal) 10.1% 988,178

HR - Pay Services Payroll Services and Recordkeepping FTEs 3,516,000 100.0% 3,516,000

Chair Overall Assignment of Time Non-energy Rev_Assets Blend 338,000 92.6% 313,000
General departmental expenses Non-energy Rev_Assets Blend 7.4% 25,000

Board Overall Assignment of Time Non-energy Rev_Assets Blend 1,275,000 0.0% 0
Audit Fee Total Revenue_Assets Blend xBXTxR 54.7% 697,529
General departmental expenses Non-energy Rev_Assets Blend 45.3% 577,471
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HYDRO ONE COMMON CORPORATE COST MODEL
BUDGETED COSTS AND ACTIVITIES FOR COMMON CORPORATE FUNCTIONS AND SERVICES- 2008

EXHIBIT B (2008)

2008 Budget for | | . .
Function or Service Activities Performed Cost Driver Function or % Activity 2008 | $ Activity 2008
) Budget Budget
Service
(A) (B) (C) (D) (E) (F)

President/CEO Office |Establish performance targets for safety, customer service, reliability All Direct 2,635,000 4.2% 110,700

Provide strategic dlrecthn and 'ma?r?age the company to meet the targets All Direct 16.8% 442,800

of safety, customer service, reliability

gDreo\Li)lgp and maintain relationships with major customers and customer All Direct 16.8% 442,800

Develop and maintain relationships with regulators, shareholder, lenders |All Direct 16.8% 442,800

Monitor, assess and remediate risks to operational and financial All Direct 8.4% 221,400

performance

Influence / Epsure gqmpany can adapt to changing regulatory framework All Direct 16.8% 442,800

and economic conditions

Plan for management succession All Direct 4.2% 110,700

General departmental expenses Pres_CEO Dept. Labor (Internal) 16.0% 421,000
Corporate Overall Assignment of Time Non-energy Rev_Assets Blend 689,000 89.1% 614,000

General departmental expenses GC_Corp Dept. Labor (Internal) 10.9% 75,000
Corp. Secretariat Overall Assignment of Time Non-energy Rev_Assets Blend 317,000 68.5% 217,000

General departmental expenses GC_Secy Dept. Labor (Internal) 31.5% 100,000
CEO Office Revnew and approve fmapmal and investment decisions and Provide Non-energy Rev_Assets Blend 1,079,000 16.2% 174,750

input to strategy and business plans

Prowde gver5|ght to Finance funct|orjs in timely, reliable reporting Finance Labor Costs (Internal) 13.0% 139,800

information to HO, subs, regulators, investors, shareholder

Ensure financial services are provided efficiently and reliably Finance Labor Costs (Internal) 3.2% 34,950

Ensure mtegnty qf, and compllance.wlt'h, internal controls over Total Revenue_Assets Blend 6.5% 69,900

regulatory, financial, accounting activities

Monitor performance against operational, financial and regulatory Non-energy Rev_Assets Blend 9.4% 101,355

targets

Ensure sufficient revenue for operating, financial and regulatory needs [Non-energy Rev_Assets Blend 6.5% 69,900

Support BOD Non-energy Rev_Assets Blend 3.2% 34,950

Ensure access to capital on reasonable terms Total Capital 6.5% 69,900

Other departmental activities CFO Dept. Labor (Internal) 0.3% 3,495

General departmental expenses CFO Dept. Labor (Internal) 35.2% 380,000
Donations Donations Direct Holding Company 2,000,000 100.0% 2,000,000

Total CCFS 219,170,831 219,170,831
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HYDRO ONE COMMON CORPORATE COST MODEL
ACTIVITY COST ASSIGNMENTS TO BUSINESS UNITS - 2008

Direct Assignment

Function or
Service

Activities Performed

)

B)

Transmission

()]

Distribution

©

Other

E)

Human Resources

Administer Compensation & Benefits Programs

Decision support

Staffing & Leadership- Recruitment, Hiring, Succession
Administer Pension Plan

Administer Inergi HR

Consulting support to LOBs and corporate functions
Director

Labour Relations

Advice, guidance and training to LOBs under the Collective Agreements

Negotiate with Bargaining Units

Participate in grievance and arbitration filings
Participate in OLRB hearings

Internal vacancy management

Communications

Provide communications support for corporate safety program & activities

Provide communications support for customer information requirements
Provide Media Program for Community Info & Employee Contributions
Provide Support for Shareholder and External Stakeholder Relationships

Provide Support to CDM and Other Special Programs
Provide other internal communications support

Other departmental activities

General departmental expenses

External Relations

Support customer strategy, rate strategy, distribution generation strategy,
benchmarking, external relations

Develop working relationships with customers, regulators, shareholder, lenders

General departmental expenses

46,351

172,906

172,124

Corporate Security

Provide Security Services for Company Assets

1,083,811

632,223

45,159
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HYDRO ONE COMMON CORPORATE COST MODEL

EXHIBIT C (2008)

ACTIVITY COST ASSIGNMENTS TO BUSINESS UNITS - 2008 Allocation
Function or Activities Performed Cost Driver Allocated to Allocated to Materials Total 2008
Service T&D T&D, Others Surcharge [JActivity Budget
(A) (B) ()] ©) (H) 0] )
Human Resources |Administer Compensation & Benefits Programs FTEs 432,880 432,880
Decision support FTEs 528,280 528,280
Staffing & Leadership- Recruitment, Hiring, Succession FTEs 712,920 712,920
Administer Pension Plan FTEs 744,720 744,720
Administer Inergi HR Inergi HR (Internal) 216,440 216,440
Consulting support to LOBs and corporate functions FTEs 2,228,400 2,228,400
Director HR Dept. Labor (Internal) 388,360 388,360
Labour Relations |Advice, guidance and training to LOBs under the Collective Agreements FTEs 623,000 623,000
Negotiate with Bargaining Units FTEs 198,850 198,850
Participate in grievance and arbitration filings FTEs 524,550 524,550
Participate in OLRB hearings FTEs 124,600 124,600
Internal vacancy management FTEs -
Communications  |Provide communications support for corporate safety program & activities FTEs 439,100 439,100
Provide communications support for customer information requirements Direct Dx 1,136,150 1,136,150
Provide Media Program for Community Info & Employee Contributions FTEs 1,593,200 1,593,200
Provide Support for Shareholder and External Stakeholder Relationships Total Capital 878,200 878,200
Provide Support to CDM and Other Special Programs Direct Dx 282,050 282,050
Provide other internal communications support FTEs 439,100 439,100
Other departmental activities Non-energy Rev_Assets Blend 159,156 714,044 873,200
General departmental expenses CorpComm Dept. Labor (Internal) -
External Relations Support cu;tomer strategy, rgte strategy, distribution generation strategy, Non-energy Rev_Assets Blend 864,268 1,037,173
benchmarking, external relations
Develop working relationships with customers, regulators, shareholder, lenders|Non-energy Rev_Assets Blend 46,351 264,827
General departmental expenses Strategic Dept. Labor (Internal) 138,000 138,000
Corporate Security |Provide Security Services for Company Assets Assets 588,808 2,350,000
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HYDRO ONE COMMON CORPORATE COST MODEL
ACTIVITY COST ASSIGNMENTS TO BUSINESS UNITS - 2008

Direct Assignment

Function or
Service

Activities Performed

)

B)

Transmission

()]

Distribution

©

Other

E)

Supply Mgmt
Services

Manage warehouse facilities (incl. Inventory management)

Warehouse (Provincial lines)

Strategic Sourcing Initiative

Supervise Inergi- SMS

Transportation

Investment Recovery

Inergi Inspection Project

Other departmental activities
Purchasing

Transportation

Asset disposal and Investment recovery
Strategic Sourcing Initiative

Support management of warehouse facilities
Other departmental activities

Corporate Services
SVP

Manage all Corp Services Departments

Info Mgmt & Info
Technology

Support to backbone, PCs and applications; Support internal
telecommunications

Develop systems required by operating businesses to meet changes in
technical, operating and regulatory requirements

Support Asset Management activities and projects

Support Finance activities and projects

Provide operational support for Transmission and Distribution activities

Manage IT capital projects and IT strategy
Support Inergi operations

Other departmental activities

General departmental expenses

77,038
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HYDRO ONE COMMON CORPORATE COST MODEL

EXHIBIT C (2008)

ACTIVITY COST ASSIGNMENTS TO BUSINESS UNITS - 2008 Allocation
Function or Activities Performed Cost Driver Allocated to Allocated to Materials Total 2008
Service T&D T&D, Others Surcharge [JActivity Budget
(A) (B) ()] ©) (H) 0] )

::F\Ipilcyegllgmt Manage warehouse facilities (incl. Inventory management) Oper Maint Cap xBxTxR 2,550,598 2,550,598
Warehouse (Provincial lines) Oper Maint Cap XxBxTxR 3,036,141 3,036,141
Strategic Sourcing Initiative Oper Maint Cap xBxTxR 31,250 31,250
Supervise Inergi- SMS Inergi SMS (Internal) 125,000 125,000
Transportation Oper Maint Cap xBxTxR 4,229,497 4,229,497
Investment Recovery Gross utility plant xBXTXR 209,758 209,758
Inergi Inspection Project Inergi SMS (Internal) 1,269,391 1,269,391
Other departmental activities Oper Maint Cap XxBxTxR 97,364 97,364
Purchasing Oper Maint Cap xB 5,014,875 5,014,875
Transportation Oper Maint Cap xB 188,058 188,058
Asset disposal and Investment recovery Gross utility plant xBXTxR 376,116 376,116
Strategic Sourcing Initiative Oper Maint Cap xBxT 877,603 877,603
Support management of warehouse facilities Total Assets xBXTxR 626,859 626,859
Other departmental activities Inergi SMS (Internal) 670,489 670,489

g\o/lg)orate Services Manage all Corp Services Departments Corp Svcs Group (Internal) 1,099,000 1,099,000

Info Mgmt & Info | Support to b_ackpone, PCs and applications; Support internal \Workstations 1,179.274 1179274

Technology telecommunications
Devel_op systems_ required by operating _busmesses to meet changes in Asset Manager 385,190 462,228
technical, operating and regulatory requirements
Support Asset Management activities and projects Asset Manager 800,010 800,010
Support Finance activities and projects Finance Labor Costs (Internal) 776,306 776,306
Provide operational support for Transmission and Distribution activities Asset Manager 94,816 94,816
Manage IT capital projects and IT strategy Inergi IT (Internal) 1,730,392 1,730,392
Support Inergi operations Inergi IT (Internal) 746,676 746,676
Other departmental activities Fin_IMIT Dept. Labor (Internal) 136,298 136,298
General departmental expenses Fin_IMIT Dept. Labor (Internal) 334,000 334,000
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HYDRO ONE COMMON CORPORATE COST MODEL
ACTIVITY COST ASSIGNMENTS TO BUSINESS UNITS - 2008

Direct Assignment

Function or
Service

Activities Performed

)

B)

Transmission

()]

Distribution

©

Other

(E)

Corporate
Controller

Accting policies; External reports; External audit / review

Business Plan (incl. Financial Modeling & Analysis); Internal reports; Year-end
projections
Regulatory Finance Activities

Manage Inergi- General and Inergi- Finance contract

Revenue analysis and reporting

Monitor and support Financial systems and Corporate accounting
Internal controls

Other departmental activities

Actuarial consultants

Consultants- Bill 198 (Canadian SOX) compliance

General departmental expenses

57,570

49,692
18,180

12,120
54,540
24,240

Treasury

Liquidity Management, Debt Issuance and Financial Risk Management
Insurance- Claims

Fiduciary insurance policy
IT Costs
General departmental expenses

Taxation

Compliance activities including tax filings and audits
Tax Planning

Support Debt issuance

Special Projects

Support regulatory filings

Support Construction activities

Other departmental activities

Tax Consultants

General departmental expenses

114,961
13,437

1,493
2,986
1,493

Financial Strategy

Support Regulatory Activities

Support Business Activities

Special Projects

Decision support for lines of business
DSM

Ontario Hydro Energy

General departmental expenses

631,332

184,600

92,300
184,600
420,888
184,600

55,380

92,300
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HYDRO ONE COMMON CORPORATE COST MODEL

EXHIBIT C (2008)

ACTIVITY COST ASSIGNMENTS TO BUSINESS UNITS - 2008 Allocation
Function or Activities Performed Cost Driver Allocated to Allocated to Materials Total 2008
Service T&D T&D, Others Surcharge [JActivity Budget
(A) (B) (@] ©) (H) 0] ()]

Corporate . L . . .

Controller Accting policies; External reports; External audit / review Non-energy Rev_Assets Blend 1,487,730 1,545,300
Bus.ine.ss Plan (incl. Financial Modeling & Analysis); Internal reports; Year-end T S A e 1,132,008 1,181,700
projections
Regulatory Finance Activities GC_Reg Dept. Labor (Internal) 754,470 772,650
Manage Inergi- General and Inergi- Finance contract Inergi Finance_Total Blend (Internal) -
Revenue analysis and reporting Total Revenue 427,230 439,350
Monitor and support Financial systems and Corporate accounting Total Revenue_Assets Blend 975,660 1,030,200
Internal controls Total Revenue_Assets Blend 384,810 409,050
Other departmental activities Contr. Dept. Labor (Internal) 318,150 363,600 681,750
Actuarial consultants FTEs 750,000 750,000
Consultants- Bill 198 (Canadian SOX) compliance Total Revenue_Assets Blend -
General departmental expenses Contr. Dept. Labor (Internal) 200,000 200,000

Treasury Liquidity Management, Debt Issuance and Financial Risk Management Insurance Costs xB 216,630 216,630
Insurance- Claims Non-energy Rev_Assets Blend xB 3,113,478 3,113,478
Fiduciary insurance policy FTEs 55,091 55,091
IT Costs Total Capital -
General departmental expenses Fin_Treas Dept. Labor (Internal) 527,801 527,801

Taxation Compliance activities including tax filings and audits OperMaint Exp_Assets Blend 530,015 13,437 658,413
Tax Planning OperMaint Exp_Assets Blend 316,516 329,953
Support Debt issuance Total Debt 13,437 13,437
Special Projects OperMaint Exp_Assets Blend 25,381 26,874
Support regulatory filings GC_Reg Dept. Labor (Internal) 16,423 19,409
Support Construction activities Capital Expenditures 19,409 20,902
Other departmental activities Tax Dept. Labor (Internal) 424,012 424,012
Tax Consultants Tax Dept. Labor (Internal) 150,000 150,000
General departmental expenses Tax Dept. Labor (Internal) 70,000 70,000

Financial Strategy |Support Regulatory Activities All Direct 184,600
Support Business Activities All Direct 92,300
Special Projects All Direct 184,600
Decision support for lines of business All Direct 1,107,600
DSM All Direct 184,600
Ontario Hydro Energy All Direct 92,300
General departmental expenses Fin_Strat Dept. Labor (Internal) 50,000 50,000
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HYDRO ONE COMMON CORPORATE COST MODEL
ACTIVITY COST ASSIGNMENTS TO BUSINESS UNITS - 2008

Direct Assignment

Function or

. Activities Performed Transmission Distribution Other
Service
(A) (B) (D) © E)
Internal Audit & |\ i 671,520 391,720 167,880
Risk Mgmt
Purchasing
IMIT
Human Resources
Finance
Customers
General departmental expenses
Regulatory Affairs |Coordinate HO Filings with OEB (incl. DSM) 1,440,574 808,901 27,584
Manage HO Relationship with OEB (incl. complaints) 690 51,720
Develop and Support Rate Structures and Design for Transmission and
Distribution Rates
Support IMO‘Technlga! Panel and Make Recommendations for Market Rules 430,310 1,303,344
for the Ontario Electricity Market
Provide Load Forecasts for HO and IMO 373,763 412,381
Support Wholesale and Retail Settlement Process 504,787 658,568
Section 92 Applications 210,328
Code Reviews 107,578 175,848
Other departmental activities 144,816 244,808
All other costs 362,214 737,786
Eigt”" Affairs- OEB| oeg gilled costs 6,580,081 5,364,919
Law Overall Assignment of Time 337,025

Consultants and External Legal Counsel
General departmental expenses

Telecom Services

Management of Telecoms Services

Data backbone, assets and lines for all users
Voice backbone, assets and lines for all users
Repairs, adds, changes to telephones

ETS - Applications
Support

Support CSO Applications

Support Finance Applications

Support HR Applications

Support Passport Applications

Support Market Ready Applications
Support Telecommunications Infrastructure
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HYDRO ONE COMMON CORPORATE COST MODEL

EXHIBIT C (2008)

ACTIVITY COST ASSIGNMENTS TO BUSINESS UNITS - 2008 Allocation
Function or Activities Performed Cost Driver Allocated to Allocated to Materials Total 2008
Service T&D T&D, Others Surcharge [JActivity Budget
(A) (B) (@] ©) (H) 0] ()]
Internal Audit& | s IntAudit TD Audits (Internal) 755,460 1,986,580
Risk Mgmt
Purchasing Oper Maint Cap 195,860 195,860
IMIT Fin_IMIT Dept. Labor (Internal) 335,760 335,760
Human Resources HR Dept. Labor (Internal) 27,980 27,980
Finance Finance Labor Costs (Internal) 223,840 223,840
Customers Total Revenue 27,980 27,980
General departmental expenses IntAudit Dept. Labor (Internal) 80,000 80,000
Regulatory Affairs |Coordinate HO Filings with OEB (incl. DSM) All Direct 2,277,059
Manage HO Relationship with OEB (incl. complaints) All Direct 52,410
Develop and Support Rate Structures and Design for Transmission and .
S All Direct -
Distribution Rates
Support IMO‘Technlga! Panel and Make Recommendations for Market Rules All Direct 1,733,654
for the Ontario Electricity Market
Provide Load Forecasts for HO and IMO All Direct 786,144
Support Wholesale and Retail Settlement Process All Direct 1,163,355
Section 92 Applications All Direct 210,328
Code Reviews All Direct 283,426
Other departmental activities GC_Reg Dept. Labor (Internal) 389,624
All other costs All Direct 1,100,000
gﬁgt”" Affairs- OEB| e Billed costs All Direct 11,945,000
Law Overall Assignment of Time Non-energy Rev_Assets Blend 4,847,975 5,185,000
Consultants and External Legal Counsel GC_Law Dept. Labor (Internal) 1,671,429 1,671,429
General departmental expenses GC_Law Dept. Labor (Internal) 128,571 128,571
Telecom Services |[Management of Telecoms Services Telecom Services 3,675,000 3,675,000
Data backbone, assets and lines for all users Workstations 4,832,030 4,832,030
Voice backbone, assets and lines for all users Telephones 3,854,000 3,854,000
Repairs, adds, changes to telephones Telephones 4,707,800 4,707,800
Ezsp'oﬁpp"cat'ons Support CSO Applications Inergi CSO (Internal) 6,740,299 6,740,299
Support Finance Applications Inergi Finance (Internal) 4,493,533 4,493,533
Support HR Applications Inergi HR (Internal) 3,594,826 3,594,826
Support Passport Applications ProgramProjectCosts 3,145,473 3,145,473
Support Market Ready Applications Market Ready 7,150,673 7,150,673
Support Telecommunications Infrastructure Telephones 1,348,060 1,348,060
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HYDRO ONE COMMON CORPORATE COST MODEL
ACTIVITY COST ASSIGNMENTS TO BUSINESS UNITS - 2008

Direct Assignment

Function or

. Activities Performed Transmission Distribution Other
Service
(A) (B) (D) © E)
ETS - Infra-
structure Svc. / Supply Management Services
Misc. Apps
Direct Assignments 1,016,154
General Infrastructure Support
Customer Support Inbound calls / correspondence 21,310,020
Operations
Bill Production 9,376,427 18,313
Data Services- Timesheets for field personnel, Tx operations 458,280 2,596,920
CSO Suppo.rt— Management; Training, Communications, Support; Application 4,415,288 14,752
support Business Analysts
Settlements Wholesale and Retail Settlements 450,000 2,550,000
Finance Accounts Payable processing
Accounts Receivable processing
Fixed Assets processing
Corporate accounting, Budgeting, Analysis
Pension support
Inergi Corp. Finance
HR - Pay Services |Payroll Services and Recordkeepping
Chair Overall Assignment of Time 20,345
General departmental expenses
Board Overall Assignment of Time

Audit Fee

General departmental expenses
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HYDRO ONE COMMON CORPORATE COST MODEL

EXHIBIT C (2008)

ACTIVITY COST ASSIGNMENTS TO BUSINESS UNITS - 2008 Allocation
Function or Activities Performed Cost Driver Allocated to Allocated to Materials Total 2008
Service T&D T&D, Others Surcharge [JActivity Budget
(A) (B) (@] ©) (H) 0] ()]
ETS - Infra-
structure Svc. / Supply Management Services Inergi SMS (Internal) 3,481,342 3,481,342
Misc. Apps
Direct Assignments All Direct 1,016,154
General Infrastructure Support )l:lé)n—energy RS OTS EETE 21,115,641 21,115,641
Customer Support Inbound calls / correspondence All Direct 21,310,020
Operations
Bill Production All Direct 9,394,740
Data Services- Timesheets for field personnel, Tx operations All Direct 3,055,200
CSO Suppo.rt— Management; Training, Communications, Support; Application Al Direct 4,430,040
support Business Analysts
Settlements Wholesale and Retail Settlements All Direct 3,000,000
Finance Accounts Payable processing Invoices To Vendors 1,738,884 1,738,884
Accounts Receivable processing Other Bills To Customers 1,300,213 1,300,213
Fixed Assets processing Gross utility plant xB 623,012 623,012
Corporate accounting, Budgeting, Analysis Non-energy Rev_Assets Blend xB 5,124,120 5,124,120
Pension support FTEs 50,592 50,592
Inergi Corp. Finance Inergi Total (Internal) 988,178 988,178
HR - Pay Services |Payroll Services and Recordkeepping FTEs 3,516,000 3,516,000
Chair Overall Assignment of Time Non-energy Rev_Assets Blend 292,655 313,000
General departmental expenses Non-energy Rev_Assets Blend 25,000 25,000
Board Overall Assignment of Time Non-energy Rev_Assets Blend -
Audit Fee Total Revenue_Assets Blend 697,529 697,529
XBXTXR
General departmental expenses Non-energy Rev_Assets Blend 577,471 577,471
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HYDRO ONE COMMON CORPORATE COST MODEL
ACTIVITY COST ASSIGNMENTS TO BUSINESS UNITS - 2008

Direct Assignment

Function or

. Activities Performed Transmission Distribution Other
Service
(A) (B) (D) © E)

grftfeiigient/CEO Establish performance targets for safety, customer service, reliability 59,778 48,708 2,214
Provide strategic dlre(.:tlon apd manage the company to meet the targets of 239.112 194,832 8,856
safety, customer service, reliability
Develop and maintain relationships with major customers and customer 239,112 194,832 8,856
groups
Develop and maintain relationships with regulators, shareholder, lenders 239,112 194,832 8,856
Monitor, assess and remediate risks to operational and financial performance 119,556 97,416 4,428
Influencg / Ensgre company can adapt to changing regulatory framework and 239.112 194,832 8,856
economic conditions
Plan for management succession 59,778 48,708 2,214
General departmental expenses

Corporate Overall Assignment of Time 39,910
General departmental expenses

Corp. Secretariat |Overall Assignment of Time 14,105
General departmental expenses

CEO Office Review and appr'ove financial and investment decisions and Provide input to 6,990
strategy and business plans
Provide oversight to Finance functions in timely, reliable reporting information

) 5,243

to HO, subs, regulators, investors, shareholder
Ensure financial services are provided efficiently and reliably 6,990
Ensure integrity of, and compliance with, internal controls over regulatory, 6.990
financial, accounting activities '
Monitor performance against operational, financial and regulatory targets 31,455
Ensure sufficient revenue for operating, financial and regulatory needs 6,990
Support BOD
Ensure access to capital on reasonable terms 10,485
Other departmental activities
General departmental expenses

Donations Donations

TOTAL CCFS 14,691,995 54,510,242 1,302,887
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EXHIBIT C (2008)
HYDRO ONE COMMON CORPORATE COST MODEL

ACTIVITY COST ASSIGNMENTS TO BUSINESS UNITS - 2008 Allocation
Function or Activities Performed Cost Driver Allocated to Allocated to Materials Total 2008
Service T&D T&D, Others Surcharge [JActivity Budget
(A) (B) ()] ©) (H) 0] )
gr;iifem/(:Eo Establish performance targets for safety, customer service, reliability All Direct 110,700
Provide strategic dlre(.:tlon apd manage the company to meet the targets of All Direct 442,800
safety, customer service, reliability
Develop and maintain relationships with major customers and customer All Direct 442,800
groups
Develop and maintain relationships with regulators, shareholder, lenders All Direct 442,800
Monitor, assess and remediate risks to operational and financial performance JAll Direct 221,400
Inﬂuencg / Ensgre company can adapt to changing regulatory framework and All Direct 442,800
economic conditions
Plan for management succession All Direct 110,700
General departmental expenses Pres_CEO Dept. Labor (Internal) 421,000 421,000
Corporate Overall Assignment of Time Non-energy Rev_Assets Blend 574,090 614,000
General departmental expenses GC_Corp Dept. Labor (Internal) 75,000 75,000
Corp. Secretariat |Overall Assignment of Time Non-energy Rev_Assets Blend 202,895 217,000
General departmental expenses GC_Secy Dept. Labor (Internal) 100,000 100,000
CEO Office Review and appr'ove financial and investment decisions and Provide input to Non-energy Rev_Assets Blend 167,760 174,750
strategy and business plans
Provide oversight to Fmgnce functions in timely, reliable reporting information Finance Labor Costs (Internal) 134,558 139,800
to HO, subs, regulators, investors, shareholder
Ensure financial services are provided efficiently and reliably Finance Labor Costs (Internal) 27,960 34,950
Ensurfe integrity of, and (.:o_n_1pllance with, internal controls over regulatory, Total Revenue Assets Blend 62,910 69,900
financial, accounting activities -
Monitor performance against operational, financial and regulatory targets Non-energy Rev_Assets Blend 69,900 101,355
Ensure sufficient revenue for operating, financial and regulatory needs Non-energy Rev_Assets Blend 62,910 69,900
Support BOD Non-energy Rev_Assets Blend 34,950 34,950
Ensure access to capital on reasonable terms Total Capital 59,415 69,900
Other departmental activities CFO Dept. Labor (Internal) 3,495 3,495
General departmental expenses CFO Dept. Labor (Internal) 380,000 380,000
Donations Donations Direct Holding Company 2,000,000 2,000,000
TOTAL CCFS 19,907,876 109,454,831 19,303,000 219,170,831
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HYDRO ONE COMMON CORPORATE COST MODEL
ACTIVITY COSTS DISTRIBUTED TO BUSINESS UNITS- 2008

EXHIBIT E (2008)

Total Activity Cost to Business Unit

Functlgn or Activities Performed Transmission Distribution Other Total 2008 Activity
Service Budget
(A) (B) (D) (C) (E) (F)

Human Resources |Administer Compensation & Benefits Programs 206,158 218,128 8,594 432,880
Decision support 251,592 266,199 10,489 528,280
Staffing & Leadership- Recruitment, Hiring, Succession 339,526 359,239 14,154 712,920
Administer Pension Plan 354,671 375,263 14,786 744,720
Administer Inergi HR 103,079 109,064 4,297 216,440
Consulting support to LOBs and corporate functions 1,061,270 1,122,887 44,243 2,228,400
Director 184,955 195,694 7,711 388,360

Labour Relations [Advice, guidance and training to LOBs under the Collective Agreements 296,702 313,929 12,369 623,000
Negotiate with Bargaining Units 94,702 100,200 3,948 198,850
Participate in grievance and arbitration filings 249,816 264,320 10,414 524,550
Participate in OLRB hearings 59,340 62,786 2,474 124,600
Internal vacancy management =

Communications  |Provide communications support for corporate safety program & activities 213,356 225,744 439,100
Provide communications support for customer information requirements 1,136,150 1,136,150
Provide Media Program for Community Info & Employee Contributions 774,127 819,073 1,593,200
Provide Support for Shareholder and External Stakeholder Relationships 558,153 320,047 878,200
Provide Support to CDM and Other Special Programs 282,050 282,050
Provide other internal communications support 213,356 225,744 439,100
Other departmental activities 467,597 375,341 30,262 873,200
General departmental expenses -

Bl Bekins Support cu§t0mer strategy, rf':lte strategy, distribution generation strategy, 509,200 527,973 1,037,173
benchmarking, external relations
Develop working relationships with customers, regulators, shareholder, lenders 73,660 191,167 264,827
General departmental expenses 61,778 76,222 138,000

Corporate Security |Provide Security Services for Company Assets 1,445,246 843,846 60,908 2,350,000
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HYDRO ONE COMMON CORPORATE COST MODEL
ACTIVITY COSTS DISTRIBUTED TO BUSINESS UNITS- 2008

EXHIBIT E (2008)

Total Activity Cost to Business Unit

Functlgn or Activities Performed Transmission Distribution Other Total 2008 Activity
Service Budget
(A) (B) (D) (C) (E) (F)

:zfvr;::)‘/ez/lgmt Manage warehouse facilities (incl. Inventory management) 2,550,598 2,550,598
Warehouse (Provincial lines) 3,036,141 3,036,141
Strategic Sourcing Initiative 31,250 31,250
Supervise Inergi- SMS 125,000 125,000
Transportation 4,229,497 4,229,497
Investment Recovery 209,758 209,758
Inergi Inspection Project 1,269,391 1,269,391
Other departmental activities 97,364 97,364
Purchasing 5,014,875 5,014,875
Transportation 188,058 188,058
Asset disposal and Investment recovery 376,116 376,116
Strategic Sourcing Initiative 877,603 877,603
Support management of warehouse facilities 626,859 626,859
Other departmental activities 670,489 670,489

g\f;g)orate S Manage all Corp Services Departments 533,968 555,511 9,522 1,099,000

Info Mgmt & Info Support to bgckpone, PCs and applications; Support internal 564,814 592,228 22,232 1,179,274

Technology telecommunications
Devel.op systems required by operating busmesses to meet changes in 261,283 200,945 462,228
technical, operating and regulatory requirements
Support Asset Management activities and projects 542,664 257,346 800,010
Support Finance activities and projects 376,090 365,119 35,097 776,306
Provide operational support for Transmission and Distribution activities 64,316 30,500 94,816
Manage IT capital projects and IT strategy 676,859 1,027,817 25,717 1,730,392
Support Inergi operations 292,069 443,510 11,097 746,676
Other departmental activities 65,400 68,681 2,216 136,298
General departmental expenses 160,264 168,305 5,431 334,000
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HYDRO ONE COMMON CORPORATE COST MODEL
ACTIVITY COSTS DISTRIBUTED TO BUSINESS UNITS- 2008

EXHIBIT E (2008)

Total Activity Cost to Business Unit

Functlgn or Activities Performed Transmission Distribution Other Total 2008 Activity
Service Budget
(A) (B) (D) (C) (E) (F)

Corporate . L . . .

Controller Accting policies; External reports; External audit / review 876,525 611,205 57,570 1,545,300
Bu§|ne§s Plan (incl. Financial Modeling & Analysis); Internal reports; Year-end 666,945 465,063 49,602 1,181,700
projections
Regulatory Finance Activities 357,279 397,191 18,180 772,650
Manage Inergi- General and Inergi- Finance contract -
Revenue analysis and reporting 127,319 299,911 12,120 439,350
Monitor and support Financial systems and Corporate accounting 453,545 522,115 54,540 1,030,200
Internal controls 178,883 205,927 24,240 409,050
Other departmental activities 343,842 323,282 14,626 681,750
Actuarial consultants 357,186 377,924 14,891 750,000
Consultants- Bill 198 (Canadian SOX) compliance -
General departmental expenses 98,935 93,020 8,045 200,000

Treasury Liquidity Management, Debt Issuance and Financial Risk Management 130,702 81,386 4,541 216,630
Insurance- Claims 1,804,591 1,258,349 50,538 3,113,478
Fiduciary insurance policy 26,237 27,760 1,094 55,091
IT Costs -
General departmental expenses 316,817 200,245 10,740 527,801

Taxation Compliance activities including tax filings and audits 301,772 240,997 115,644 658,413
Tax Planning 175,978 140,538 13,437 329,953
Support Debt issuance 8,127 4,691 620 13,437
Special Projects 14,111 11,270 1,493 26,874
Support regulatory filings 7,777 8,646 2,986 19,409
Support Construction activities 10,452 8,957 1,493 20,902
Other departmental activities 235,430 188,582 424,012
Tax Consultants 72,716 58,246 19,037 150,000
General departmental expenses 33,934 27,182 8,884 70,000

Financial Strategy [Support Regulatory Activities 184,600 184,600
Support Business Activities 92,300 92,300
Special Projects 184,600 184,600
Decision support for lines of business 631,332 420,888 55,380 1,107,600
DSM 184,600 184,600
Ontario Hydro Energy 92,300 92,300
General departmental expenses 17,100 28,900 4,000 50,000
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HYDRO ONE COMMON CORPORATE COST MODEL
ACTIVITY COSTS DISTRIBUTED TO BUSINESS UNITS- 2008

EXHIBIT E (2008)

Total Activity Cost to Business Unit

Functlgn or Activities Performed Transmission Distribution Other Total 2008 Activity
Service Budget
(A) (B) (D) (C) (E) (F)

Internal Audit & |\ |y 1,148,653 670,047 167,880 1,986,580

Risk Mgmt
Purchasing 93,242 90,801 11,817 195,860
IMIT 161,109 169,191 5,460 335,760
Human Resources 13,325 14,099 556 27,980
Finance 108,442 105,278 10,120 223,840
Customers 7,604 17,911 2,465 27,980
General departmental expenses 43,813 30,517 5,670 80,000

Regulatory Affairs |Coordinate HO Filings with OEB (incl. DSM) 1,440,574 808,901 27,584 2,277,059
Manage HO Relationship with OEB (incl. complaints) 690 51,720 52,410
Develop and Support Rate Structures and Design for Transmission and )
Distribution Rates
Support IMO Techmcal Panel and Make Recommendations for Market Rules for 430,310 1,303,344 1,733,654
the Ontario Electricity Market
Provide Load Forecasts for HO and IMO 373,763 412,381 786,144
Support Wholesale and Retail Settlement Process 504,787 658,568 1,163,355
Section 92 Applications 210,328 210,328
Code Reviews 107,578 175,848 283,426
Other departmental activities 144,816 244,808 389,624
All other costs 362,214 737,786 1,100,000

Ezgt“" Affairs- OEB| 5eg Billed costs 6,580,081 5,364,919 11,945,000

Law Overall Assignment of Time 2,856,279 1,991,696 337,025 5,185,000
Consultants and External Legal Counsel 920,746 642,040 108,643 1,671,429
General departmental expenses 70,827 49,388 8,357 128,571

Telecom Services |Management of Telecoms Services 1,754,017 1,849,906 71,076 3,675,000
Data backbone, assets and lines for all users 2,314,303 2,426,632 91,096 4,832,030
Voice backbone, assets and lines for all users 1,835,984 1,942,463 75,553 3,854,000
Repairs, adds, changes to telephones 2,242,720 2,372,788 92,291 4,707,800

ETS - Applications | 1+ cs0 Applications 91,497 6,645,145 3,656 6,740,299

Support
Support Finance Applications 2,436,616 1,903,205 153,712 4,493,533
Support HR Applications 1,712,027 1,811,427 71,372 3,594,826
Support Passport Applications 1,497,190 1,648,283 3,145,473
Support Market Ready Applications 1,442,648 5,708,025 7,150,673
Support Telecommunications Infrastructure 642,194 679,439 26,427 1,348,060
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HYDRO ONE COMMON CORPORATE COST MODEL
ACTIVITY COSTS DISTRIBUTED TO BUSINESS UNITS- 2008

EXHIBIT E (2008)

Total Activity Cost to Business Unit

Functlgn or Activities Performed Transmission Distribution Other Total 2008 Activity
Service Budget
(A) (B) (D) (C) (E) (F)

ETS - Infra-

structure Svc. / Supply Management Services 1,768,465 1,618,448 94,430 3,481,342

Misc. Apps
Direct Assignments 1,016,154 1,016,154
General Infrastructure Support 10,783,278 9,907,870 424,494 21,115,641

Customer Support

. Inbound calls / correspondence 21,310,020 21,310,020

Operations
Bill Production 9,376,427 18,313 9,394,740
Data Services- Timesheets for field personnel, Tx operations 458,280 2,596,920 3,055,200
CSO Suppo.rt- Management; Training, Communications, Support; Application 4,415,288 14,752 4,430,040
support Business Analysts

Settlements Wholesale and Retail Settlements 450,000 2,550,000 3,000,000

Finance Accounts Payable processing 783,978 849,872 105,034 1,738,884
Accounts Receivable processing 625,945 566,765 107,503 1,300,213
Fixed Assets processing 387,774 229,670 5,569 623,012
Corporate accounting, Budgeting, Analysis 2,969,972 2,070,974 83,175 5,124,120
Pension support 24,094 25,493 1,004 50,592
Inergi Corp. Finance 290,048 685,348 12,783 988,178

HR - Pay Services [Payroll Services and Recordkeepping 1,674,486 1,771,707 69,807 3,516,000

Chair Overall Assignment of Time 172,423 120,232 20,345 313,000
General departmental expenses 14,109 9,838 1,053 25,000

Board Overall Assignment of Time -
Audit Fee 324,253 373,276 697,529
General departmental expenses 325,892 227,246 24,332 577,471
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HYDRO ONE COMMON CORPORATE COST MODEL
ACTIVITY COSTS DISTRIBUTED TO BUSINESS UNITS- 2008

EXHIBIT E (2008)

Total Activity Cost to Business Unit

Functl(?n or Activities Performed Transmission Distribution Other Total 2008 Activity
Service Budget
(A) (B) (D) (C) (E) (F)
(I;rf«faiigjent/CEO Establish performance targets for safety, customer service, reliability 59,778 48,708 2,214 110,700
Provide strategic dlre(.:tlon apd manage the company to meet the targets of 239,112 194,832 8,856 442,800
safety, customer service, reliability
Develop and maintain relationships with major customers and customer groups 239,112 194,832 8,856 442,800
Develop and maintain relationships with regulators, shareholder, lenders 239,112 194,832 8,856 442,800
Monitor, assess and remediate risks to operational and financial performance 119,556 97,416 4,428 221,400
Influencg / Ensgre company can adapt to changing regulatory framework and 239,112 194,832 8,856 442,800
economic conditions
Plan for management succession 59,778 48,708 2,214 110,700
General departmental expenses 227,340 185,240 8,420 421,000
Corporate Overall Assignment of Time 338,236 235,854 39,910 614,000
General departmental expenses 41,316 28,809 4,875 75,000
Corp. Secretariat |Overall Assignment of Time 119,540 83,355 14,105 217,000
General departmental expenses 55,087 38,413 6,500 100,000
CEO Office Review and appr.ove financial and investment decisions and Provide input to 98,839 68,921 6,990 174,750
strategy and business plans
Provide oversight to F!nance functions in timely, reliable reporting information to 68,275 66,283 5243 139,800
HO, subs, regulators, investors, shareholder
Ensure financial services are provided efficiently and reliably 14,187 13,773 6,990 34,950
Ensurg integrity of, and gqrppllance with, internal controls over regulatory, 29,244 33,666 6,990 69,900
financial, accounting activities
Monitor performance against operational, financial and regulatory targets 41,183 28,717 31,455 101,355
Ensure sufficient revenue for operating, financial and regulatory needs 37,065 25,845 6,990 69,900
Support BOD 19,724 13,754 1,473 34,950
Ensure access to capital on reasonable terms 37,762 21,653 10,485 69,900
Other departmental activities 1,740 1,370 385 3,495
General departmental expenses 189,195 148,945 41,860 380,000
Donations Donations 2,000,000 2,000,000
TOTAL CCFS 73,419,215 120,986,261 24,765,355 219,170,831
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HYDRO ONE COMMON CORPORATE COST MODEL
SUMMARY OF CCFES COSTS DISTRIBUTED TO BUSINESS UNITS - 2008

Function or Service Transmission Distribution Other Total

Human Resources 2,501,252 2,646,474 104,274 5,252,000
Labour Relations 700,560 741,234 29,205 1,471,000
Communications 2,226,590 3,384,148 30,262 5,641,000
External Relations 644,638 795,362 1,440,000
Corporate Security 1,445,246 843,846 60,908 2,350,000
Suppy Management Services 19,303,000 19,303,000
Corporate Services SVP 533,968 555,511 9,522 1,099,000
Info Management & Info Technology 3,003,759 3,154,451 101,790 6,260,000
Corporate Controller 3,460,459 3,295,638 253,904 7,010,000
Treasury 2,278,347 1,567,740 66,913 3,913,000
Taxation 860,298 689,108 163,594 1,713,000
Financial Strategy 648,432 1,095,888 151,680 1,896,000
Internal Audit & Risk Mgmt 1,576,188 1,097,845 203,967 2,878,000
Regulatory Affairs 3,575,061 4,393,355 27,584 7,996,000
Regulatory Affairs- OEB Cost 6,580,081 5,364,919 11,945,000
Law 3,847,852 2,683,123 454,025 6,985,000
Telecom Services 8,147,024 8,591,789 330,016 17,068,830
ETS - Applications Support 7,822,173 18,395,523 255,168 26,472,864
ETS - Infrastructure 12,551,742 12,542,472 518,923 25,613,137
CSO 458,280 37,698,655 33,065 38,190,000
Settlements 450,000 2,550,000 3,000,000
Finance 5,081,810 4,428,122 315,068 9,825,000
HR 1,674,486 1,771,707 69,807 3,516,000
Chair 186,532 130,070 21,398 338,000
Board 650,145 600,522 24,332 1,275,000
President/CEO Office 1,422,900 1,159,400 52,700 2,635,000
Corporate 379,552 264,663 44,785 689,000
Corporate Secretariat 174,627 121,768 20,605 317,000
CFO Office 537,213 422,927 118,860 1,079,000
Donations 2,000,000 2,000,000

Total 73,419,215 120,986,261 24,765,355 219,170,831
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E Hydro One Common Corporate Functions and Service Review
®

Report on Transmission Overhead Capitalization Rate Method

. OVERVIEW

A. Introduction

In this Report, R. J. Rudden Associates (“Rudden” or “we”) presents the Ontario Energy
Board (“OEB”)-approved method for Hydro One to compute its Transmission Overhead
Capitalization Rate (Tx OH Cap Rate). The methodology used in this Report is the same
methodology as approved by the OEB for development of the Distribution Overhead

Capitalization Rate.

The Tx OH Cap Rate is used to distribute the Transmission business portion of
Common Corporate Functions and Services including Inergi (“CCFS”) costs and
Asset Management costs, between Transmission business Operations and
Maintenance (“OM&A”), and Transmission business Capital Projects. The Tx OH
Cap Rate is a percentage that is applied to the cost of Transmission Capital Projects each
year; the result is the amount of Transmission business CCFS costs and Transmission

business Asset Management costs that are capitalized to capital projects for the year.

Rudden recommended, Hydro One adopted, and the OEB approved a Distribution
Overhead Capitalization Rate methodology, described in our Distribution Overhead
Capitalization Rate Method report (May 20, 2005) using information from our Report on
Common Costs Methodology Review (May 20, 2005). This Tx OH Cap Rate applies the

same, OEB-approved method, updated for significant changes.

This Report includes Attachment A (2007 results) and Attachment B (2008 results).
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E Hydro One Common Corporate Functions and Service Review
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Report on Transmission Overhead Capitalization Rate Method
B. Criteria for Cost Allocation Methods

CCFS and Asset Management activities support both Transmission business OM&A and
Transmission business capital projects. The Tx OH Cap Rate is used to distribute the
Transmission business portion of CCFS costs and Asset Management costs, between
Transmission business OM&A, and Transmission business Capital Projects. The Tx
OH Cap Rate is only used to allocate costs to Capital Expenditures. The following are
the criteria that Rudden used in selecting and evaluating methods to distribute
Transmission business CCFS and Asset Management costs between Transmission

business OM&A and Transmission business Capital Projects:

The method should be based on cost causation.

e If cost causation can not be used or is determined to be inappropriate in the
circumstances, the method usually considered next is benefits received.

e The method should be based on data that can be obtained at reasonable cost

and are objectively verifiable, in the initial year as well as in subsequent years.

¢ If the method uses estimates, results should be unbiased and reasonably
consistent with the results that would be obtained from using actual data.

C. Description of OEB-Approved Tx OH Cap Rate Method

Asset Management and Operators

The Asset Management group is responsible for the utility’s operating assets, including
investment strategy and investment planning. The Operators group is responsible for the
day-to-day operation of the Ontario Grid Control Centre. Work includes 24 hour/day

monitoring of grid system status, coordination of system outages and remote

2
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operations/switching of Transmission system assets. Substantially all Asset Management

and Operators costs are labor and labor-related.

Hydro One determined the portion of Asset Management costs devoted to Transmission
business capital projects by performing a time study for the four-week period ending
December 19, 2004. Asset Management personnel are able to determine with reasonable
accuracy, on a current basis, the time they spend on Transmission Operations and
Maintenance, Transmission Capital Projects, Distribution Operations and Maintenance

and Distribution Capital Projects.

A properly performed time study measures cost causation, and is widely accepted as a
basis for allocating costs. Rudden reviewed the time study method used by Hydro One
for Asset Management and found it to be appropriate. It was not practical to perform a
full-year study, but any effects of performing the study over four weeks, instead of a full
year, are believed to be minimal. To support this judgment, Rudden reviewed the results
of Asset Management time studies performed by Hydro One in March 2003 and April

2006, and found the results to be consistent among the three time studies.

Therefore Rudden found the time study to be a proper basis for determining the portion
of Asset Management costs that should be charged to Transmission business Capital

Projects.

Common Corporate Functions and Services Costs

Ideally, the amount of Transmission business CCFS costs to be capitalized to
Transmission business Capital Projects would be based on time studies for labor costs,
and special studies for other costs, for each CCFS activity, to determine the portions of
time and costs related to Transmission business Operations and Maintenance versus

Transmission business Capital Projects. However, as Rudden found in the Common
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Corporate Costs Methodology Review, while the departments that perform the CCFS
activities can determine with reasonable accuracy the portions of time they spend on
Transmission, Distribution and the other business units, they are unable to determine with
reasonable accuracy the time they spend on Operations and Maintenance versus Capital
Projects. Therefore, it is necessary to compute the amount of costs to be capitalized to
Transmission business Capital Projects using other allocation methods such as cost

causation or benefits received.

In traditional utility cost of service studies, administrative and general costs are allocated
based on one or more factors including Labor costs, Operating & Maintenance costs,
Investment in Plant or a weighted combination of two or more. Rudden considered the
following two bases for allocating the Transmission business CCFS costs, which are
similar to administrative and general costs, between X) Operations and Maintenance and

Y) Capital Projects:

e Labor Content Method- Labor Content of Transmission business Operations

and Maintenance versus Transmission business Capital Projects

e Total Spending Method- Total Spending on Transmission business Operations
and Maintenance versus Transmission business Capital Projects

The Transmission business CCFS costs to be allocated are causally related to both
potential allocation bases. Therefore the Tx OH Cap Rate method with regard to CCFS
costs is based on a weighting of 50% Labor Content and 50% Total Spending.

e Using the following formula, the Tx Labor Capital Content for 2007 is 66.3%:

Tx Capital Labor Content = Tx Labor $ in Tx Capital Projects / (Tx Labor $

in Tx Capital Projects +Tx Labor $ in Tx Operations and Maintenance)
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e Using the following formula, the Tx Total Spending for 2007 is 64.6%:

Tx Capital Spending Rate = Tx $ in Capital Projects / (Tx $ in Capital
Projects + Tx $ in Operations and Maintenance)

The weighted average using 50% Labor Content and 50% Total Spending is 65.4%;
therefore 65.4% of Tx CCFS costs should be capitalized.

It is appropriate to compute the amount of CCFS costs and Asset Management costs to be
capitalized based on the weighted Labor Content / Total Spending developed by Rudden.
Once the amount to be capitalized is computed, it can be applied based on Total Cost or
Labor Content. The OEB-approved method states the capitalization rate based on Total
cost, and applies it to Total cost dollars, because it is easier to plan and implement based

on Total cost than Labor content. In addition, this is the typical industry practice.

Rudden believes that allocating Transmission business CCFS costs to Transmission
business Capital Projects based on 50% Labor Content / 50% Total Spending is the most
appropriate method for Hydro One, and is consistent with industry practice and with the

nature of the Transmission business CCFS costs that are being capitalized.
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Il. COMPUTATION OF TX OH CAP RATE USING OEB-APPROVED
METHOD

A. Formula
The following formula is used by Rudden to compute the Tx OH Cap Rate:

Tx OH Cap Rate=(Tx CCFS Cap +Tx AM Cap) /Transmission Capital

Where

Tx_AM_Cap= Amount of Asset Management costs capitalized to Transmission
business capital projects

Applicable Tx CCFS and F&RE costs = Transmission business CCFS costs and

F&RE costs that are subject to capitalization

Transmission Capital = Cost of Transmission business capital projects supported
by CCFS and Asset Management; also, total cost of Transmission
business capital projects to which the Tx OH Cap Rate is applied

Tx CCES Cap = Amount of Transmission business CCFS costs capitalized to

Transmission capital projects, where:

Tx CCFS Cap = (Tx Capital Labor Content X 50% + Tx Total Spending X
50%) X Applicable Tx CCFS and F&RE Costs

E_Factor = Difference between A) Amount of Transmission business CCFS and
Transmission business Asset Management costs actually

capitalized for a prior year and B) Amount that would have been
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capitalized for that year using actual data instead of estimates in
the Tx OH Cap Rate calculation

Tx Capital Labor Content = Tx Labor $ in Tx Capital Projects / (Tx Labor $ in Tx

Capital Projects + Tx Labor $ in Tx Operations and Maintenance)

Tx Total Spending = Tx Capital Projects / (Tx Capital Projects + Tx Operations

and Maintenance)

These terms are further discussed below.

B. OEB-Approved Method

This section discusses the OEB-approved to compute the Tx OH Cap Rate. The
recommended method is shown in Attachment A (2007 results) and Attachment B (2008
results). This example uses projected data for 2007 and 2008. Due to the timing of this
Report, most of the 2007 and 2008 values are from the Business Plan 2006-2010.
However, because the method includes a true-up (page 11), any continuing effect will be

not significant.

Amounts include the Transmission business unit of Hydro One. The discussion below

refers to the 2007 numbers for examples; the same methodology was applied for 2008.

1. Transmission Capital
(Att. A, rows 5-14)

Transmission Capital represents the cost of Transmission business Capital Projects that
are supported by Transmission business CCFS activities and Asset Management
activities, and is the total cost of Transmission business Capital Projects to which the Tx
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OH Cap Rate is applied. Transmission Capital equals total spending for Transmission
business Capital Projects reported for financial accounting for 2007, excluding Turnkey

Projects (see Section I11), adjusted as follows:

e Adjustment for Incremental Capital Spending, representing the amount of capital
spending above the Business Plan adjusted for Capitalized Interest to be

consistent with the adjustments discussed below.

e Minor Fixed Assets (such as vehicles) and Interest Capitalized are removed
because they require little CCFS or Asset Management support. Capitalized

Overhead is removed to avoid redundancy.

e Capital Contributions by Customers are added because the CCFS and / or Asset
Management effort required is related to gross capital cost, not net capital cost.
Removal Costs are added because removal of capital assets requires CCFS or

Asset Management effort.

Transmission Capital for 2007 (that is, capital spending for financial accounting adjusted
by the items shown above), based on Business Plan 2006-2010 plus incremental capital
spending, is $577.1M (Att. A, row 13, Reference A).

2. Applicable Tx CCFS / F&RE Costs
(Att. A, rows 15-26)

Applicable Tx CCFS and F&RE costs represents those Transmission business CCFS and
Facilities and Real Estate (“F&RE”) costs that are subject to capitalization. This amount
equals the CCFS costs allocated to the Transmission business unit for the years 2007 and
2008 in the Common Corporate Cost Model (Att. A, row 16), adjusted as follows:
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The Transmission F&RE costs are added, because they are part of the full

cost to be considered in computing the Tx OH Cap Rate.

Strategic Planning is removed as this is no longer part f the CCFS but is
now included in Asset Management.

The portion of Transmission business CCFS costs representing operating-
type costs is removed because these functions do not support OM&A or
capital projects. These activities include Inergi- Customer Support
Operations, Inergi- Settlements, Inergi-ETS costs to support CSO

Applications and Inergi-ETS costs to support market transition costs.

Applicable Tx CCFS / F&RE Costs for 2007, based on Business Plan 2006-2010, are
$98.6 million (Att. A, row 25, Reference B).

3. Tx Capital Labor Content

(Att. A, rows 27-31)

Tx Capital Labor Content represents the portion of total Transmission business labor

costs that is included in Transmission Capital Projects. The computation for 2007, based

on Business Plan 2006-2010 adjusted for 2007 additional capital spending and additional
OM&A, is shown below.

Tx Capital Labor Content = Tx Labor $ in Tx Capital Projects / (Tx Labor $ in Tx

Capital Projects + Tx Labor $ in Tx Operations and Maintenance)

Labor $ in Tx Operations and Maintenance $116.6M 33.7%

Labor $ in Tx Capital (Att. A, row 29, Reference C) 229.1M 66.3%

Total Tx Labor $ (Att. A, row 30, Reference D) $345.7M 100.0%
9
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Labor $ are fully burdened labor.

The Tx Capital Labor Content to Capital for 2007 is 66.3% (Att. A, row 31, Reference E
= Reference C / Reference D).

4. Tx Total Spending
(Att. A, rows 32-36)

Tx Total Spending represents the portion of Transmission total spending that is included
in Transmission business Capital Projects. The computation for 2007, based on Business
Plan 2006-2010 adjusted for 2007 additional capital spending and additional OM&A, is

shown below. Tx Total Spending is computed as follows:

Tx Total Spending = Tx Capital Projects / (Tx Capital Projects + Tx Operations and
Maintenance)

Tx Operations and Maintenance $ 316.2M 35.4%
Tx Capital (Att. A, row 34, Reference A) 577.1M 64.6%
Tx Total (Att. A, row 35, Reference F) $893.3M 100.0%

The Tx Total Spending to Capital for 2007 is 64.6% (Att. A, row 36, Reference G=
Reference A / Reference F).

5. TxCCFS Cap
(Att. A, rows 37-43)

The Tx Capital Labor Content of 66.3% (Att. A, row 31, Reference E) times 50% weight
plus the Tx Total Spending of 64.6% (Att. A, row 36, Reference G) times 50% weight,
results in 65.4% (Att. A, row 40, Reference H), representing the portion of Applicable Tx
CCFS / F&RE costs to be capitalized. Multiplying this rate by the Applicable Tx CCFS /
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F&RE costs results in the amount of CCFS costs capitalized, or $64.5M (Att. A, row 42,

Reference J).

6. TxAM Cap
(Att. A, rows 44-59)

Tx AM Cap represents the amount of Asset Management costs capitalized to
Transmission business Capital Projects. The time study performed by Hydro One for the
four weeks ended December 19, 2004 showed that 32.9% of Asset Management, 4.4% of
Operating & Outage Management and 5.5% of Customer Care time, are related to
Transmission business Capital Projects. When applied to the Business Plan 2006-2010
values for 2007 Asset Management, Operating & Outage Management and Customer
Care costs, this results in a total of $18.6M capitalized to Transmission business Capital
Projects (Att. A, row 58, Reference K).

7. E_Factor
(Att. A, rows 60-64)

Rudden recommends that a true-up procedure be implemented for the Tx OH Cap Rate.
The OEB-approved method relies on estimates of future amounts, and a true-up will
allow Hydro One to rectify the inevitable differences between actual and estimated
amounts. Although it is not expected that differences will be significant, it is appropriate
to rectify them because they affect rate-making and financial accounting for years.
Prospective true-ups are recommended because the benefit of immediate recognition is
outweighed by the disruption of implementing changes in the last quarter of the year.

Rudden recommends that the true-up be implemented by computing an E_Factor for each

year, equal to the difference between A) Amount of Transmission business CCFS and
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Transmission business Asset Management costs actually capitalized for a prior year and
B) Amount that would have been capitalized for that year using actual data instead of

estimates in the Tx OH Cap Rate calculation.

The E_Factor for any year is included in the Tx OH Cap Rate calculation for a
subsequent year. For example, not all actual data for 2007 will be available in 2008, so
the E_Factor arising in 2007 will be included in the Tx OH Cap Rate for 2009.

The E_Factor for 2007 is zero (Att. A, row 63, Reference L).

8. Tx OH Cap Rate

The Tx OH Cap Rate equals A) the sum of items 5 (Att. A, row 66, Reference J), 6 (Att.
A, row 67, Reference K) and 7 (Att. A, row 68, Reference L) above, $83.1M, divided by
B) Capital spending, $577.1M (Att. A, row 70, Reference A). The Tx OH Cap Rate for
2007 is 14.4% (Att. A, row 69).

The Tx OH Cap Rate for 2008 is 13.1% (Att. B, row 69).
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I1l. TURNKEY PROJECTS

Hydro One anticipates that some of the Transmission capital projects it will need to
perform in 2007and 2008 will have substantial outsource components and / or include
large land acquisitions. These projects are referred to as “Turnkey Projects”. The CCFS
support they require is much less than typical Transmission capital projects, which do not
fit this profile. Therefore, they should be excluded from the Tx OH Cap Rate

computation because including them would have the following adverse effects:

e It would inappropriately increase the total capitalized amount, due to the

Tx Total Spending component)

e It would materially affect the distribution of that amount, due to the Tx

Capital Labor Content component.

Most Transmission capital projects have labor content of approximately 40%. Projects
that have labor content of under 15% should be identified at the start of each year, and
reviewed to consider whether they should be excluded from the Tx OH Cap Rate

computation. When the calculation for a year is trued up, it can be determined if these

projects did require much less CCFS support than typical Transmission capital projects.
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HYDRO ONE Attachment A
CALCULATION OF TRANSMISSION OVERHEAD CAPITALIZATION RATEPage 1 of 2
APPROVED METHOD APPLIED TO 2007 (Amounts C$ Millions)
Refer-
ence
TRANSMISSION CAPITAL
Capital, incl. Cap OH 407.1
Adjustment for Incremental Capital 244.3
Less: Minor Fixed Assets (15.2)
Less: Capitalized Overhead (57.5)
Less: Capitalized Interest (25.9)
Add: Capital Contributions 10.0
Add: Removal Costs 14.3
TOTAL CAPITAL 577.1 A
APPLICABLE TRANSMISSION CCFS COSTS
Tx CCFS Costs from Cost Distribution Model 97.0
Tx F&RE costs 4.9
Tx Strategic Planning (0.5)
Operating-Type Tx CCFS costs:
Inergi-CSO in Tx CCFS (0.6)
Inergi-ETS CSO Apps in Tx CCFS (0.2)
Inergi-ETS Market Ready in Tx CCFS (1.6)
Inergi-Settlements in Tx CCFS (0.5)
(2.9)
TOTAL APPLICABLE Tx CCFS COSTS 98.6 B
Tx LABOR CONTENT
Labor in OM 116.6
Labor in Capital 229.1 C
345.7 D

Tx LABOR CONTENT

66.3% E=C/D

Tx TOTAL SPENDING

Total Tx OM&A 316.2

Capital Spending (excluding Overhead Capitalized) 5771 A
893.3 F

Tx TOTAL SPENDING 64.6% G=A/F

Tx CCFS Cap=Capitalized Tx CCFS costs

Labor Content 33.1% E

Total Spending 32.3% G

Weighted Average Rate 654% H

Applicable CCFS Costs 986 B

Tx CCFS Cap=Capitalized Tx CCFS costs 64.5 J=H*B
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HYDRO ONE Attachment A
CALCULATION OF TRANSMISSION OVERHEAD CAPITALIZATION RATEPage 2 of 2
APPROVED METHOD APPLIED TO 2007 (Amounts C$ Millions)
Refer-
ence
Asset Management Costs
Asset Management:
Total Asset Management costs 86.6
Less: Total F&RE costs (40.3)
Add: Large Customer & Generator Relations 4.0
50.3
Operating & Outage Management 37.0
Customer Care Management 7.1
94.4
o Total Tx Capital- Capital-
Capitalized Asset Management Costs Costs ized ized $
Asset Management 50.3 32.9% 16.6
Operating & Outage Management 37.0 4.4% 1.6
Customer Care 7.1 5.5% 0.4
Tx AM Cap = Capitalized Asset Management Costs 94.4 186 K
E-Factor
Amount capitalized for prior year
Amount that would have been capitalized for prior year
E-Factor 0.0 L
Total Capital-
TOTAL OVERHEAD CAPITALIZATION RATE - ization
Capitalized
Rate
Tx CCFS Cap=Capitalized Tx CCFS costs 64.5 11.18% J
Tx AM Cap = Capitalized Asset Management Costs 18.6 3.22% K
E-Factor 0.0 0.00% L
Total 83.1 14.40%
Capital 577.1 A
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HYDRO ONE Attachment B
CALCULATION OF TRANSMISSION OVERHEAD CAPITALIZATION RATEPage 1 of 2
APPROVED METHOD APPLIED TO 2008 (Amounts C$ Millions)
Refer-
ence
TRANSMISSION CAPITAL
Capital, incl. Cap OH 430.4
Adjustment for Incremental Capital 305.5
Less: Minor Fixed Assets (14.5)
Less: Capitalized Overhead (59.7)
Less: Capitalized Interest (24.2)
Add: Capital Contributions 2.0
Add: Removal Costs 14.4
TOTAL CAPITAL 653.9 A
APPLICABLE TRANSMISSION CCFS COSTS
Tx CCFS Costs from Cost Distribution Model 97.0
Tx F&RE costs 4.9
Tx Strategic Planning (0.5)
Operating-Type Tx CCFS costs:
Inergi-CSO in Tx CCFS (0.6)
Inergi-ETS CSO Apps in Tx CCFS (0.2)
Inergi-ETS Market Ready in Tx CCFS (1.6)
Inergi-Settlements in Tx CCFS (0.5)
(2.9)
TOTAL APPLICABLE Tx CCFS COSTS 98.5 B
Tx LABOR CONTENT
Labor in OM 116.1
Labor in Capital 249.8 C
365.9 D

Tx LABOR CONTENT

68.3% E=C/D

Tx TOTAL SPENDING

Total Tx OM&A 308.9

Capital Spending (excluding Overhead Capitalized) 653.9 A
962.8 F

Tx TOTAL SPENDING 67.9% G=A/F

Tx CCFS Cap=Capitalized Tx CCFS costs

Labor Content 50.0% 68.3% 341% E

Total Spending 50.0% 67.9% 34.0% G

Weighted Average Rate 68.1% H

Applicable CCFS Costs 985 B

Tx CCFS Cap=Capitalized Tx CCFS costs 67.1 J=H*B
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HYDRO ONE Attachment B
CALCULATION OF TRANSMISSION OVERHEAD CAPITALIZATION RATEPage 2 of 2
APPROVED METHOD APPLIED TO 2008 (Amounts C$ Millions)
Refer-
ence
Asset Management Costs
Asset Management:
Total Asset Management costs 87.2
Less: Total F&RE costs (40.6)
Add: Large Customer & Generator Relations 4.1
50.7
Operating & Outage Management 36.5
Customer Care Management 7.4
94.6
o Total Tx Capital- Capital-
Capitalized Asset Management Costs Costs ized ized $
Asset Management 50.7 32.9% 16.7
Operating & Outage Management 36.5 4.4% 1.6
Customer Care 7.4 5.5% 0.4
Tx AM Cap = Capitalized Asset Management Costs 94.6 18.7 K
E-Factor
Amount capitalized for prior year
Amount that would have been capitalized for prior year
E-Factor 0.0 L
Total Capital-
TOTAL OVERHEAD CAPITALIZATION RATE - ization
Capitalized
Rate
Tx CCFS Cap=Capitalized Tx CCFS costs 67.1 10.26% J
Tx AM Cap = Capitalized Asset Management Costs 18.7 286% K
E-Factor 0.0 0.00% L
Total 85.8 13.12%
Capital 653.9 A
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Tab 1

Schedule 21

Page 1 of 2

Ontario Energy Board (Board Staff) INTERROGATORY #21 List 1

Interrogatory

Issue 2.1 Is the load forecast and methodology appropriate and have the
impacts of Conservation and Demand Management initiatives been
suitably reflected?

Ref: Exhibit A/Tab12/Sch3/Page 5 and Appendix 5

Hydro One’s forecast of Provincial GDP and Provincial Housing relies on a survey
of forecasts from a number of sources. One of the forecasts cited is already one
year old, and the most recent is September 2009. Does Hydro One plan to update
the survey and the forecast during the course of this proceeding?

Response

Updated Ontario GDP and housing starts forecast survey results are presented below.

Survey of Ontario GDP Forecast (annual growth rate in %)

2009 2010 2011 2012

Global Insight (July 2010) -3.1 3.5 3.0 3.1
Conference Board (July 2010) -3.1 4.5 3.0 3.4
U of T (July 2010) -3.0 4.3 2.8 2.6
C4SE (July 2010) -3.1 3.7 2.9 2.5
CIBC WM (July 2010) -3.1 3.7 2.4
BMO (July 2010) -3.1 3.6 2.7
RBC (June 2010) -3.2 3.8 35
Scotia (July 2010) -3.1 3.6 2.4
TD (May 2010) -3.2 4.0 2.7
Desjardins (Summer 2010) -3.4 3.9 2.8

Average -3.1 3.9 2.8 2.9
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Survey of Ontario Housing Starts Forecast (in 000's)

Global Insight (July 2010)

Conference Board (July 2010)

U of T (July 2010)

CA4SE (July 2010)

BMO (July 2010)

RBC (June 2010)

Scotia (July 2010)

TD (May 2010)

Desjardins (Summer 2010)
Average

Updated August 3, 2010

The following table compares the latest Ontario GDP and housing starts survey results
(August 3, 2010) with the survey results of September 16, 2009 as presented in Appendix

5 of Exhibit A, Tab 12, Schedule 3.

2009
50.4
50.4
50.4
50.4
50.1
50.1
50.0
50.1
50.4
50.3

2010
59.6
63.5
62.1
64.4
59.0
59.6
63.0
60.0
57.6
61.0

2011
57.4
71.7
61.5
64.8
60.0
59.5
60.0
54.0
56.9
60.6

2012
63.3
83.2
63.4
63.6

68.4

Comparison of Cumulative Growth between 2009 and 2012

GDP (%)
Sept 2009 Survey 9.7%

July 2010 Survey 9.6%

The 2 survey results show similar growth for the 2009-2012 period. Hydro One does not

plan to update the load forecast.

Housing Starts (000’s)

193
190
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Tab 1

Schedule 22

Page 1 of 1

Ontario Energy Board (Board Staff) INTERROGATORY #22 List 1

Interrogatory

Issue 2.1 Is the load forecast and methodology appropriate and have the
impacts of Conservation and Demand Management initiatives been
suitably reflected?

Ref: Exhibit A/Tab12/Sch3/Pages 6-8

In its EB-2008-0272 Decision with Reasons, May 28, 2009, the Board noted at page 6
that the IESO had a different forecast from Hydro One’s forecast. The Board
expressed its satisfaction at page 8 with Hydro One’s explanation that the differences
stem from the treatment of CDM and embedded generation effects.

Is Hydro One aware whether the IESO again has its own forecast? If so, are there
again differences in the respective forecasts of demand due to CDM and embedded
generation, and are there any differences in the respective forecasts net of the effects
of CDM and embedded generation?

Response

The latest IESO 18-month forecast was released in May 2010.

Based on discussions with the IESO load forecasting staff in July 2010, Hydro One and
IESO agreed that key factors identified in the forecast comparison study prepared by
Hydro One (submitted as Exhibit A, Tab 14, Schedule 3 in EB-2008-0272) to explain the
forecast differences between Hydro One and IESO are still valid. These included the use
of Wednesday for peak day selection versus any day during the week and the treatment of
demand response programs as increment on the resources side versus decrement on the
demand side.

Hydro One does not have the CDM and embedded generation forecast details from the
IESO and therefore cannot make any forecast comparison netting out the impacts of
CDM and embedded generation.
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Ontario Energy Board (Board Staff) INTERROGATORY #23 List 1

Interrogatory

Issue 2.1 Is the load forecast and methodology appropriate and have the
impacts of Conservation and Demand Management initiatives been
suitably reflected?

© 00 N o g b~ W N

Ref: ExhibitA/Tab12/Sch3/Page 8

In the description of the adjustment for Embedded Generation in the load forecast, at
p. 8, lines 27-29, Hydro One notes that “Potential embedded generation by-pass
resulting from new contracts awarded by the OPA under the feed-in tariff (FIT)
program has not yet been reflected in the load forecast.”

e o =
o b W N P O

Does Hydro One intend to update its load forecast during this proceeding to include
this effect on the load?

e
©® N o

19 Response

20
21 Hydro One does not plan to update its forecast on embedded generation by-pass.
22
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Page 1 of 1

Ontario Energy Board (Board Staff) INTERROGATORY #24 List 1

Interrogatory

Issue 2.1 Is the load forecast and methodology appropriate and have the
impacts of Conservation and Demand Management initiatives been
suitably reflected?

Ref: Exhibit A/Tab12/Sch3/Pages 12-13 (Figures 1 and 2)
a) Please confirm that the graphs in Figures 1 and 2 each show temperature values
for a single day each year.

b) Does Hydro One have data that show a larger number of days each year, and if so
does the same pattern emerge (apparently showing more extreme summer highs
and less extreme winter lows)?

c) Given that the maximum temperatures appear to be getting more extreme and the
minimums less so, is the accuracy of Hydro One’s forecast of billing quantities
improving, worsening, or unaffected?

Response

() Yes, the graphs in Figures 1 and 2 show the average temperature values for a single
day each year.

(b) Figures 1b and 2b below present the information for all summer and winter days. The
figures show historical weather patterns are very volatile.

(c) As explained in lines 1-4 on page 12 in Exhibit A, Tab 12, Schedule 3, Hydro One
takes into consideration most recent trends in the relationships between energy and
peak in the load forecasting process. Consequently, Hydro One’s forecast accuracy of
billing quantities remain unaffected.
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1 Ontario Energy Board (Board Staff) INTERROGATORY #25 List 1
2
3 Interrogatory
4
5  Issue 2.1 Is the load forecast and methodology appropriate and have the
6 impacts of Conservation and Demand Management initiatives been
7 suitably reflected?
8
9 Ref: Exhibit A/Tab12/Sch3/Page 16
10 Hydro One conducted a survey in the spring of 2009, comprising customers with
11 loads above 5 MW and certain customers that generate electricity for their own use.
12
13 a) Please provide a more complete description of the survey. For example, did
14 Hydro One’s survey include distributors as customers? Did the survey include
15 end-use customers within distributors? How many distributors and how many
16 end-use customers were included in the survey. Did all of the customers provide
17 all of the information requested?
18
19 b) How many delivery points are represented by the customers in the survey, and
20 what percentage is this of the total?

23 Response

25 a) The survey was sent to all distributors (LDCs), large industrial customers with >5

26 MW of load, and power producers connected to Hydro One transmission system. In
27 2009, a total of 55 distributors (excluding Hydro One Distribution), 49 large
28 industrial customers and 115 power producers received the survey. End-use
29 customers within the distributors did not get the survey because their load would be
30 covered by the distributors. In total, 21 distributors (excluding Hydro One
31 Distribution), 14 large industrial customers and 2 power producers responded to the
32 2009 survey. The guestionnaire used in the 2009 survey is provided below.

33

Transmission Customer Name:

Transmission Customer Load Forecast, Year 2009

Hydro One ID #:

Hydro One Account Executive: Tel.:

Deliver Point (DP) 2008 Actual & 2009-2013 Forecast in kW:

DP Name: TS Name: DP ID: |Load 2008 2009 2010 2011 2012 2013
Summer
Winter

Comments & Supporting Details

Note: If any of the numbers above do not match your records, feel free to make corrections. Please provide details below
identifying the timing for any significant load or generation changes. If possible, please indicate the load impact of
34 conservation, demand management, and the on-going economic crisis in the past few years (or months) and future.

35
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b) The survey was sent to all directly connected Transmission customers covering all
customer delivery points or 100% of Hydro One transmission system load.
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Ontario Energy Board (Board Staff) INTERROGATORY #26 List 1

Interrogatory

Issue 2.1 Is the load forecast and methodology appropriate and have the
impacts of Conservation and Demand Management initiatives been
suitably reflected?

Ref: Exhibit A/Tab12/Sch3/Page 17

In the description of the delivery point forecast, at lines 9-10, Hydro One explains
that “The forecasts for all customer delivery points are calibrated to add up to the
regional and the total transmission system forecast.”

Please explain what this sentence means, and describe what effect the calibration has
on the forecast that Hydro One uses for rates and revenues.

Response

The sentence simply means that all delivery point forecasts were scaled to add-up to the
regional and total transmission system forecast. This calibration has no impact on the
revenue and rates.
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Ontario Energy Board (Board Staff) INTERROGATORY #27 List 1

Interrogatory

Issue 2.1 Is the load forecast and methodology appropriate and have the

impacts of Conservation and Demand Management initiatives been
suitably reflected?
Ref: Exhibit A/Tab12/Sch3/Page 18

Hydro One is forecast to deliver electricity in 2011 at 23,152 MW, based on a 12-
month average peak (reference: line 25). To understand the definition of definition:

a) Please confirm that Network Connection MW may be defined as the sum of
Network billing demands at all delivery points, whether in the peak period or at
85% of the peak outside the peak period. Confirm that the sum of the loads at the
12 monthly peaks of all delivery points measured simultaneously would be a
different (smaller) quantity.

b) The amount appears in Table 3 under the heading Ontario Demand, and is
approximately 460 MW lower than the comparable forecast in the next column
called Network Connection. Please explain whether the difference is due to the
load served by other transmitters in Ontario, or due to a difference in how MW is
defined, or due to some other factor.

Response

a)

b)

Yes, network Connection MW is the sum of the Network billing demands for all
delivery points connected to Hydro One transmission system determined as the higher
of customer coincident peak demand in the hour of the month when the total hourly
demand of all customers is highest for the month and 85% of the non-coincident
customer peak demand in any hour during the peak period 7 AM to 7 PM (local time)
on weekdays, excluding the holidays as defined by the IESO. Yes, the sum of
coincident peak for all delivery points would be smaller than the Network Correction
MW.

The difference is due to the following 3 factors:

e Load served by other transmitters;

e Transmission loss because Ontario demand is measured at the generation level
while Network connection is measured at the delivery point level,

e Ontario demand is measured at the coincident level, while Network connection is
based on the definition as described in (a) above.
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Ontario Energy Board (Board Staff) INTERROGATORY #28 List 1

Interrogatory

Issue 2.1 Is the load forecast and methodology appropriate and have the

impacts of Conservation and Demand Management initiatives been
suitably reflected?

Ref: Exhibit A/Tab12/Sch3/Page 21 (Table 5)

a)

b)

Please confirm that a negative amount in Table 5 indicates an instance in which
Hydro One’s forecast was lower than actual (after making a weather correction
and the indicated adjustments for CDM and embedded generation). If so, would
it be reasonable to conclude that Hydro One’s forecast of its average monthly
peak demand turns out to be higher than actual more often than it is lower than
actual?

The final row in Table 5 is titled “One standard deviation (+/-)”, and the
explanation following the table states that there is a two in three chance that the
actual would fall within one standard deviation. The standard deviation in each
column does not appear to be calculated from the amounts in the column above it.
Further, no amounts in the columns are larger than the standard deviation. Please
show how the standard deviation is derived from the amounts in the main part of
the table. If not derived from the data in the table, please explain how it is
derived.

The following table shows the corresponding table from the previous application
(EB-2008-0272). Please explain why the amounts for each column 2003 — 2007
are now different that what they were when filed in 2008, and also explain why
the standard deviation is identical in the current version of the table despite
having two new years of data.
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Table §
Comparison of Average Monthly Transmission Peak Demand Forecast with Actual
(Variance of forecast as percentage of actual on weather corrected basis)

Forecast made Forecast for Forecast Forecast
In Year current year  for 2™ Year for 3™ Year
1999 -0.92% -2.22% -2.30%
2000 0.18% 0.26% 0.22%
2001 -0.14% -0.29% 0.41%
2002 0.15% 0.36% -0.14%
2003 0.25% 0.09% 0.83%
2004 0.08% 0.59% 0.89%
2005 0.17% 0.36% 0.97%
2006 -0.69% 0.41% n.a.
2007 0.93% n.a. n.a.
Mean 0.00% -0.05% 0.12%
One standard deviation (+/-) 1.79% 2.36% 2.63%

Note. The forecasts are gross of the load impaet of CDM and embedded generation and
are compared to the weather corrected actual figures after adding to it the load impact of
CDM and embedded generation.

Response

a)

b)

Yes, a negative amount indicates Hydro One’s forecast is lower than actual. As
shown in Table 5, Hydro One’s forecast is higher than actual more often than it is
lower than actual over the period in question.

Yes, the one standard deviation is not derived using data presented in Table 5. It was
based on longer-term data representing range of forecast errors from model-based
forecasting techniques.

In our previous application (EB-2008-0272), the figures in Table 5 were comparing
weather-corrected actuals and corresponding forecasts after deducting the load impact
of CDM and embedded generation. In the current application (EB-2010-0002), the
comparison is made using a revised definition comparing weather-corrected actuals
and corresponding forecasts before deducting CDM and embedded generation in
order to have a consistent dataset for variance analysis for pre-CDM (prior to 2005)
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and post-CDM periods (starting 2005). On average, the difference between the two
definitions is minimal, as shown in the following Table.

Comparison of Average Monthly Transmission Peak Demand Forecast with Actual
(\Variance of forecast as percentage of actual on weather corrected basis)

Forecast made Forecast for  Forecast Forecast
In Year current year  for 2" Year  for 3" Year

After deducting the load impact of CDM and Embedded Generation
1999-2007 0.00% -0.05% 0.12%
1999-2009 -0.05% 0.00% 0.19%

Before deducting the load impact of CDM and Embedded Generation

1999-2007 0.02% -0.08% 0.14%
1999-2009 -0.03% 0.00% 0.19%

The standard deviation remains almost the same (not distinguishable using figures up to 2
decimal places) as it is based on long-term data.
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Ontario Energy Board (Board Staff) INTERROGATORY #29 List 1

Interrogatory

Issue 2.1 Is the load forecast and methodology appropriate and have the

impacts of Conservation and Demand Management initiatives been
suitably reflected?

Ref: Exhibit A/Tab12/Sch3/Page 19 (Table 3) and Appendix 4

a)

b)

Please confirm that the weather correction for 2009 Network Connection is
approximately -473 MW, as calculated from the third from last row in the two
tables in Appendix 4, which are actual load and weather corrected load
respectively.

The following shows the table in the previous application (EB-2008-0272) that
corresponds with Table 3 in the current application. Please confirm that the
updated assessment of the 2009 impact of Embedded Generation on Network
Connection is 50 MW lower per month than had been forecast (i.e. 280 MW
compared to 230 MW), and the 2009 impact of CDM is assessed to be 26 MW
lower per month than forecast (i.e. 1242 MW compared with 1216 MW).
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Response

a) Yes, we need to add 473 MW to 2009 actual Network Connection to bring it to
weather corrected level.

b) Yes, compared to the forecast in the previous application (EB-2008-0272), the load
impact for embedded generation on Network Connection is 50 MW lower per month
and the load impact of CDM is 26 MW lower per month.
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Ontario Energy Board (Board Staff) INTERROGATORY #30 List 1

Interrogatory

Issue 2.1 Is the load forecast and methodology appropriate and have the
impacts of Conservation and Demand Management initiatives been
suitably reflected?

Ref: Exhibit A/Tab12/Sch3/Tables 3 and 5

To enable a clearer understanding of the accuracy of Hydro One’s forecasts, please
provide a detailed calculation of the amount for 2009 in Table 5, which is (0.22%).
Please show how the 2009 actual amount in Table 3 is used in the calculation,
together with adjustments for weather, CDM and Embedded Generation, and if
applicable, the 2009 forecast in Hydro One’s previous application (EB-2008-0272).

Response

As requested, the detailed calculation for the variance of -0.22% and the variance
comparing to the 2009 forecast used in the last rate application (EB-2008-0272) are
presented below:

MW

2009 Ontario Demand actual 20,798
Plus weather correction (WC) for 2009 542

2009 Ontario Demand WC actual (Table 3) 21,340
Plus Embedded Generation (Table 3) 230

Plus CDM (Table 3) 1,274

2009 Ontario Demand WC before deduction of embedded 22,844

generation & CDM (Table 3)

2009 Ontario Demand forecast WC prepared in 2009 before 22,794
deduction of embedded generation & CDM

% variance of 2009 forecast compared to 2009 actual (Table -0.22%
5) ((22,794-22,844)/22,884

2009 Ontario Demand forecast WC before deduction of 22,946
embedded generation & CDM prepared in May 2008 for EB-
2008-0272 (Table 3)

% variance of 2009 forecast in EB-2008-0272 compared to 0.44%
2009 actual (22,946-22,844)/22,844)
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Ontario Energy Board (Board Staff) INTERROGATORY #31 List 1

Interrogatory

Issue 2.2 Are Other Revenue (including export revenue) forecasts

appropriate?

Ref: Exhibit E1/Tab1/Sch2/Pages 2-3

a) Is the forecast of External Revenue from Secondary Land Use, $12.6 million in
2011 and $12.5 in 2012, primarily a fee for managing contracts or revenue from
unexpired agreements? If the latter are a material amount, do any agreements
expire during the test years and what is the revenue impact?

b) Is the External Revenue in Table 1 net of the cost of providing the service under
the PSLUP program and any costs incidental to the unexpired agreements, or are
the amounts shown the gross revenues?

Response

a)

b)

The forecast of External Secondary Land Use Revenue of $12.6 million in 2011 and
$12.5 in 2012 represents revenue stream primarily generated by charging land rentals
to external parties including new agreements and subsequent agreement renewals.

Several agreements will expire during the test years; however these agreements will
be transferred to the Provincial Secondary Land Use Program (PSLUP). The PSLUP
program uses a revenue sharing model to split land use revenues between Hydro One
and the Province. Hydro One’s share of the PSLUP revenue in 2011 and 2012 Hydro
is expected to increase by $1.1 million which will offset the decrease in revenue
associated with expiring land use agreements.

The Secondary Land Use Revenue amounts shown in Table 1 represent gross
revenue.
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Ontario Energy Board (Board Staff) INTERROGATORY #32 List 1

Interrogatory

Issue 2.2 Are Other Revenue (including export revenue) forecasts

appropriate?

Ref: Exhibit E1/Tab1/Schl/page 5 (Table 4), and Exhibit H1/Tab1/ Sch2/Attachment

1 (page 16 (Table 3)

a) Please confirm that the “Export Revenue Credit” is calculated under the
assumption that the Export Transmission Service Charge will be $1/MWh.

b) Please provide a calculation of the revenue credit under Option 2 in the IESO
study, reflecting the assumption that the charge would be $5/MWh together with a
decreased export volume of 35% (per first column of the Table in Exhibit H1).

c) lIsitavalid conclusion that the gain in consumer surplus of $207 million (in 2010
terms) under Option 2 would be partly due to the Export Revenue Credit being
higher enabling lower Network Transmission rates within the province?

Response

The response to part ¢) is provided by the IESO.

a)

b)

Hydro One confirms that the “Export Revenue Credit” is calculated under the
assumption that the Export Transmission Service Charge will be $1/MWh. As stated
in Exhibit H1, Tab 5, Schedule 1, page 2, lines 7 to 10, the forecast volume is based
on the IESO’s 2010-2012 Business Plan filed in Proceeding EB-2009-0377, (Exhibit
B, Tab 4, Schedule 1, page 2). The IESO’s forecast volume for 2011 is 10.1 TWh
and for 2012 it is 10.2 TWh.

Based on the forecast volumes in the IESO Business Plan, a reduction of 35% would
result in volumes for 2011 and 2012 of 6.6 TWh. Using the $5/MWh charge would
result in revenue credit of $33 million each year.

No, consumer surplus is the amount that consumers benefit by being able to purchase
electricity for a price that is less than what they would otherwise be willing to pay.
The gain in consumer surplus of $207 million in 2010 is due to the lower wholesale
prices that are projected under Option 2. The IESO ETS Tariff Study does not make
assumptions of how the Export Revenue Credit would be allocated. In particular, it
does not assume that the higher Export Revenue Credit would lead to lower Network
Transmission rates for Ontario consumers. Instead, the higher Export Revenue Credit
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was treated separately in the calculation of the net benefit to the province. If the
Export Revenue Credit is reallocated so that the Network Transmission rates for
Ontario Consumers declines, then this benefit would represent a further increase in
Ontario consumers’ surplus.
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Ontario Energy Board (Board Staff) INTERROGATORY #33 List 1

Interrogatory

Issue 2.2 Are Other Revenue (including export revenue) forecasts
appropriate?

Ref: Exhibit H1/Tab1/ Sch2/Page 5 (line 11), and Attachment 1, p. 20

At Exh H1/Tab 5/ Hydro One indicates that there are expected to be increased
occurrences of surplus base-load generation (“SBG events”) over the next few years,
which appears to be a factor supporting the recommendation to maintain the status
quo with respect to the Export Transmission Service (ETS) Charge.

Please reconcile the reference in the Application with the IESO study (at p. 20) in
which the authors do not expect any SBG events.

Response

This response is provided by the IESO.

As noted in Section 6.3 of the ETS Tariff Study Report, the IESO study employed a
simplified model based on a set of assumptions and available information about future
market conditions and planning initiatives. The report noted that a material change in
any of the key inputs or assumptions could have an impact on the outcome of the model.
From these assumptions, and the input data used, a set of results was produced showing
SBG not to be a material concern in the test years 2010 and 2015 for any of the ETS
Tariff options considered. Based on updated information including a refined demand
forecast and a better appreciation of the potential timing and amount of additional
renewable resources to be incorporated under the Feed-In Tariff program, the IESO
believes that increased occurrences of SBG events over the next few years are likely.
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Ontario Energy Board (Board Staff) INTERROGATORY #34 List 1

Interrogatory

Issue 2.2 Are Other Revenue (including export revenue) forecasts

appropriate?

Ref: Exhibit H1/Tab1/Sch2/Page 6 (lines 25-27), and Attachment 1/Page 17

a)

b)

d)

The Application states that the IESO believes that steps toward the elimination of
the ETS tariff with neighbours will contribute to maximizing market efficiency.
Is this an accurate depiction of the IESO’s outlook, given that its study at p. 17
(Table 4, third pair of columns)) shows a minimal effect on market efficiency in
2010 and a small decrease in efficiency by 2015?

Regardless of part (a), does Hydro One concur that the elimination of the Export
Transmission Service (ETS) tariff (in a reciprocal manner) will make a
contribution to maximizing market efficiency?

If so, is it a contribution toward efficient use of Hydro One’s transmission system
resources, or is it a net contribution despite potentially less efficient use of Hydro
One’s system?

The IESO study does not take into account limitations on the transmission system
(ref: attachment 1/page 25). Notwithstanding this assumption in the IESO study,

are there times and places in which Hydro One’s system has been used at or near

its limit to accommodate exports, and if so, does Hydro One plan to use resources
to increase the capability of those parts of its transmission system?

Does Hydro One have an estimate of when reciprocal arrangements with other
jurisdictions will be in place? What is the progress so far?

Response

The responses to a) ¢) d) and e) are provided by the IESO, with input from Hydro One on

part d).

a) Yes, this is an accurate depiction of the IESO’s outlook. The IESO believes that the
joint elimination of the export tariff with Ontario’s neighbours will maximize
regional market efficiency. The study findings as indicated in Table 4 (page 17 third
pair of columns, Reciprocal Treatment-Joint ETS tariff elimination) reflect the
change in total surplus (the IESO’s measure of market efficiency) for Ontario only in
2010 and 2015.
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b)

c)

d)

Yes, HONI concurs that reciprocal elimination of the ETS tariff in all markets will
contribute to maximizing regional market efficiency.

The IESO believes this will contribute toward efficient use of Hydro One’s
transmission system resources. Elimination of the ETS tariff will promote efficient
electricity trades which in turn lead to more efficient use of Ontario’s generation
assets. To the extent more efficient trades occur and Ontario export volumes
increase, the average embedded network cost will be reduced (i.e., more productive
use of Hydro One’s transmission system). In addition, efficient trades also have the
potential to indicate the congestion nodes on the transmission system. This in turn can
lead to more efficient allocation of investment resources for new transmission
facilities.

Yes, there have been occurrences where key export transmission interfaces were at or
near their limits due to, among other things, export and wheel-through volumes.
Hydro One has no plans to increase transmission capability for export purposes.
Hydro One has not been advised by the OPA or IESO of any need to increase
transmission capability for the purpose of facilitating higher levels of exports.

Please see Exhibit I, Tab 9, Schedule 3.
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Ontario Energy Board (Board Staff) INTERROGATORY #35 List 1

Interrogatory

Issue 2.2 Are Other Revenue (including export revenue) forecasts
appropriate?

Ref: Exhibit H1/Tab5/Sch2/Attachment 1/Page 16 (Table 3)

Please confirm that a comparison of the first three entries in the first column may be
interpreted that an increase in the ETS Charge from $1/ MWh to $5/MWh would
decrease the quantity exported by 35%, and that decreasing it from $1/MWh to
$0/MWHh would increase the quantity by 38%.

Does Hydro One have calculations of the elasticity of demand in the ranges above
and below the status quo price, considering the total price including the ETS
Charge, that would be consistent with these impacts? If so, what is the elasticity?
If not available, is Hydro One able to calculate the elasticity (or elasticities above
and below the status quo) that would be implied by the impacts in Table 3?

Response

This response is provided by the IESO.

Yes, it is correct that an increase in the ETS Tariff from $1/MWh to $5/MWh (i.e.,
Option 2-Average Embedded Network Rate), while maintaining the export tariff in other
jurisdictions at their current levels, was estimated to decrease the quantity exported by
35% in 2010. It is also correct that decreasing the ETS Tariff from $1/MWh to $0/MWh
(i.e., in Ontario) would increase exports by 38% in 2010; however, this occurs when
export tariffs are simultaneously reduced to zero from their current level in all
jurisdictions (i.e., under Option 3, Scenario 1 — Reciprocal Treatment-Joint Elimination).
Joint elimination would have a large impact on regional power trading, including the
trade flows in and out of Ontario. Accordingly, it is not consistent to compare Option 3,
Scenario 1 with Option 2 in terms of the effect of Ontario’s tariff change on
imports/exports. We note that Option 4, Scenario 1 involves a unilateral decrease in the
ETS Tariff from $1/MWh to $0/MWh and is therefore a consistent and more direct
comparison to Option 2.

No, the ETS study did not calculate export demand elasticities nor does the model used in
the study allow for export demand elasticities to be calculated. Demand elasticities are
also not inputs to the model. Instead, the model assumes that demand is perfectly
inelastic (i.e., zero elasticity) in all regions/jurisdictions. Export/import volumes are
sensitive to changes in the ETS Tariff charge in the model, but the sensitivity is based on
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a generation-side (i.e., supply-side) calculation of inter-regional dispatch. For example,
for a given load block, if the marginal cost of producing electricity in jurisdiction A (plus
transaction costs, including the ETS Tariff from jurisdiction A) is less than the marginal
cost of producing electricity in jurisdiction B, then power is exported from jurisdiction A
and imported to jurisdiction B. In equilibrium, in a given load block, power will flow
from jurisdiction A to jurisdiction B until either (i) the marginal prices, net of transaction
costs, are equal in the two jurisdictions, or (ii) the power flow on the transmission lines
connecting the two jurisdictions reaches the transfer limit. Changing the ETS Tariff will
effectively change the relative prices among jurisdictions and hence leads to an
adjustment in the export/import volumes. We do not believe it would be informative to
calculate export demand elasticities from this model because the model does not include
a price-sensitive demand representation.

Because each jurisdiction has a different generation mix, the sensitivity of exports with
respect to the ETS tariff is different between Ontario and each jurisdiction. These
sensitivities also differ by load block /load level for Ontario’s exports to a given
jurisdiction.
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Ontario Energy Board (Board Staff) INTERROGATORY #36 List 1

Interrogatory

Issue 2.2 Are Other Revenue (including export revenue) forecasts
appropriate?

Ref: Exhibit H1/Tab5/Sch2/Attachment 1/Page 16 (Table 4)

Please confirm that Hydro One has adopted the Status Quo option over the Average
Embedded Network Rate option despite the finding of the study that if the latter
were adopted there would be an estimated Net Ontario Benefit of $20 million in
2010 and (presumably) an annual benefit of $13 million for a number of years.

Response

Hydro One confirms that it has adopted the Status Quo option consistent with the IESO
recommendation of maintaining the ETS tariff of $1/MWh as stated in Exhibit H1, Tab 5,
Schedule 2, page 7, lines 19 to 22.
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Ontario Energy Board (Board Staff) INTERROGATORY #37 List 1

Interrogatory

Issue 3.1 Are the proposed spending levels for, Sustaining, Development and
Operations OM&A in 2011 and 2012 appropriate, including
consideration of factors such as system reliability and asset

condition?

Ref. Exhibit C1/Tab 1/Schl
Please provide a table that shows the O&M cost per km of transmission line and
O&M cost per total fixed transmission assets from 2006 to 2012 test.

Response

2006 2007 2008 2009 2010 2011 2012
OM&A per GFA 2.0% 2.2% 2.0% 2.1% 2.0% 1.9% 1.9%
OM&A per KM 6,902 7,778 7,073 7,900 8,187 8,405 8,650
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Ontario Energy Board (Board Staff) INTERROGATORY #38 List 1

Interrogatory

Issue 3.1 Are the proposed spending levels for, Sustaining, Development and
Operations OM&A in 2011 and 2012 appropriate, including
consideration of factors such as system reliability and asset
condition?

General

Ref. Exhibit C1/Tab1/Schl

In its June 11, 2010 letter to the Board regarding the draft Issues List, Hydro One
mentioned that the revenue requirement was reduced by 25% from the level that
Hydro One was originally intending to propose. Please provide information on what
OM&A programs where cut to achieve this reduction in each of the test years and the
rationale for the cut in each specific category (category detail as shown in Exhibit
C1/Tab2/Schedules 3 to 9).

Response

Please note the 25% reduction refers to the percentage reduction in rates revenue
requirement not the absolute reduction in revenue requirement dollars.

The reduction in the OM&A cost from the original proposal is $19.4M for 2011 which
represents 34% of the net revenue requirement reduction from the original proposal. The
OM&A reductions are shown in Table 1 below and are made up of a $12.9M reduction in
Sustaining OM&A and a $6.5M in Shared Services and Other Costs.
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TABLE 1
Transmission OM&A ($ millions) 2011
Sustaining
Transmission Stations
Environmental Management (1.5)
Power Equipment (4.5)
Protection, Control, Monitoring, Metering and
Telecommunications (3.6)
Ancillary Systems Maintenance (0.5)
Site Infrastructure Maintenance (1.0)
Total Transmission Stations OM&A (11.2)
Transmission Lines
Overhead Lines (1.8)
Total Transmission Lines OM&A (1.8)
Total Sustaining OM&A (12.9)
Shared Services and Other Costs
Asset Management costs (1.2)
Common Corporate Functions & Services costs (3.3)
Information Technology 4.7)
Other 2.5
Total Shared Services and Other Costs (6.5)
Total Transmission OM&A Reduction (19.4)

Sustaining OM&A reduction ($12.9M):

A risk based assessment of the Transmission System at reduced OM&A Sustainment
spending levels was carried out to ensure that risks could be managed within acceptable
levels over the test years. This assessment took into account the following:

o asset condition,

safety and environmental risks,

performance,

system function,

customer impact, and

statutory requirements

Below are the 2011 results of this assessment.

e Environmental Management ($1.5M) — Reduced oil leak reduction program from
improve to status quo. Accomplishment remains slightly above historic.
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Power Equipment ($4.5) — SAP functionality, part of Cornerstone Phase 1 & 2,
facilitates analysis of maintenance activities allowing for targeted reductions to those
previously planned. Expenditures remain close to historic amounts without expected
improvements in reliability, but adequate over the next two years to manage
deterioration associated with aging assets. Extending mid life refurbishment of
transformers sacrificing reliability improvements.

Protection, Control, Monitoring, Metering and Telecom ($3.6M) — Protection re-
verifications reduced on lower risk assets thereby minimizing reliability impacts.
Maintenance deferred rather than improve current condition.

Ancillary Systems Maintenance ($0.5M) - SAP functionality facilitates analysis of
maintenance activities and frequency allowing for targeted reductions similar to
power equipment.

Site Infrastructure ($1.0M) — Deferral of selective site and facility maintenance to
manage risks to acceptable levels.

Overhead Lines ($1.8M) - Deferral of conductor repairs by applying inspection and
diagnostic risk management practices.

Shared Services & Other Costs reduction ($6.5M):

Asset Management ($1.1M) - With the implementation of Cornerstone Phase 1 & 2,
Asset Management was able to reduce the organizational cost because of improved
accessibility to data and reporting.

Common Corporate Functions and Services (CCFS) ($3.3M) - CCFS costs were
reduced in 2011 due to a) lower External Relations costs as a result of staff
retirements and b) lower Facilities costs as a result of a reduction in spending related
to accommodation requirements associated with Green Energy Act projects.

IT ($4.7M) - IT costs were reduced in 2011 due to a) future staffing needs being
reduced due to synergies achieved relating to IT reorganization; b) increased savings
related to the Inergi contract extension; c) retiring/removing software applications no
longer needed due to SAP.

Other $2.5M - Other costs increased as a result of lower overheads capitalized due to
the reduction in the 2011 Transmission capital expenditures and shared services costs.
This increase was partially offset by a $0.7M reduction to reflect the impact of the
MCP compensation freeze.
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Ontario Energy Board (Board Staff) INTERROGATORY #39 List 1

Interrogatory

Issue 3.1 Are the proposed spending levels for, Sustaining, Development and
Operations OM&A in 2011 and 2012 appropriate, including
consideration of factors such as system reliability and asset
condition?

Sustainment

Ref. Exhibit C1/Tab2/Sch3/p. 10
Sustainment - Environmental Management. Hydro One indicates that the forecast
presented for the test years for PCB and waste management is based on anticipated
regulatory relief from Environment Canada. On what basis is this relief requested?
How likely is it that relief will be granted and when? What would the $ amount
impact of this be if no relief was granted in 2011 and 2012? Would Hydro One then
update this application?

Response

Hydro One has been lobbying with Environment Canada (EC), through the Canadian
Electrical Association’s (CEA) PCB Task Group, since the changes to the PCB
Regulations were proposed in 2000. The two most impactive issues are identified in
Exhibit C1, Tab2, Schedule 3, Page 12, Line 5, summarized in the following table with
the basis for the anticipated regulatory relief outlined below.

Expected Incremental Impact of No
Relief Relief in 2011/12 ($M)
Issue Likelihood OM&A Capital
of relief 2011 | 2012 | 2011 2012
Bushings Good YE 2010 | 4.9 4.7 0.3 3.0
>500ppm End of
Use Extension to
2025
Reuse of Oil Very Good | YE2010 | 5.6 5.8 - -
>2ppm

Should the relief not be granted, Hydro One does not plan to update the 2011/12 rate
application. Overall OM&A work would be managed within the approved budgets, and
some planned work would have to be deferred. This would have a negative impact on
reliability. Capital programs would take some period of time to be affected, allowing for
necessary equipment orders and design work. Capital would ramp up through late 2012-
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late 2014. Future rate applications would include increases in OM&A and capital
programs as the 2014 End of Use (EOU) date approaches.

Both prior to and following the enactment of the regulations, Hydro One has had many
interactions with EC both directly and through the CEA. EC has been made increasingly
aware of the challenges these two issues are causing for the utility sector in terms of
efficiency, significant increase in system outages for testing and replacement as well as
expedited design modifications to retrofit old equipment. This correspondence has taken
place throughout EC from the Minister through to the policy makers, with members of
the Hydro One and other CEA-member utility senior management teams.

Proposed Extension of End of Use Date for Bushings to Dec. 31, 2025

Section 15(2) defines and End of Use (EOU) date for oil filled equipment containing
>500ppm by December 31, 2009. Hydro One has received the maximum allowable
extension under Section 17(3) for equipment of both known and unknown concentration,
to December 31, 2014.

Hydro One’s preferred option is to propose managing the removal of low volume PCBs
(i.e. bushings, instrument transformers, pole-top transformers) >500ppm through attrition
and is working to influence the CEA and EC in that direction. At the time EB-2010-0002
was filled, it was unclear what position the CEA PCB Task Group was going to take:
attrition or 2025 EOU. Hydro One’s 2011 and 2012 investment programs were defined
based on the 2025 EOU extension. Current Hydro One experience is that the percentage
of equipment with oil containing PCB > 500 ppm is in the 1% to 2% range and it is the
industry’s opinion that the regulations impose overly arduous requirements relative to the
level of PCB addressed as part of a 2014 EOU date.

On July 16, 2010, the CEA requested EC to consider a formal amendment to the PCB
Regulations to align with the United Kingdom’s regulation defined in Statutory
Instrument 2000 no. 1043. The UK regulation allows for equipment with unknown
concentration to be managed through attrition, and those with known concentrations PCB
>500ppm to be retro-filled or replaced as they become known. Please see Attachment 1

Historical correspondence with EC has centered on the following issues:

e Hydro One PCB removal accomplishment to date based on previous regulation and
attrition

e Impact of regulations on customer reliability and employee safety

e Limited benefits of regulations to ecosystem

e Incremental costs, which were grossly underestimated by EC prior to enactment

Recent correspondence with EC has been promising, and there is a good chance of relief
when the interpretation guide is provided later in 2010. Failing relief in the interpretation
guide, there is optimism the regulations will opened for amendment in 2011.



© 0 N oo O b~ W N

N NN PR R R R R R R R
N P ©O © ©® N o o b W N P O

Filed: August 16, 2010
EB-2010-0002

Exhibit |

Tab 1

Schedule 39

Page 3 of 3

Proposed revision to Section 16(3) — Reuse of Oil >2ppm PCB

Section 14(1)(d) of the PCB Regulations allows the continued use of electrical insulating
oil <50ppm PCB; there is no end of use date. The majority of Hydro One’s insulating oil
contains trace amounts of PCB, typically in the range of 3-10ppm.

Section 16(3) of the PCB Regulations states:

““A person may use a liquid containing 2 mg/kg or more of PCBs that
is in equipment until the day on which the liquid is removed from the
equipment.”

It is normal utility practice to remove insulating oil from equipment for maintenance
purposes, during which Hydro One Transmission handles over 3.5 million liters per year.
Current regulations require the majority of this oil be replaced with oil <2ppm, which can
only be attained through using new oil or reconditioned oil.

Early in 2010, EC indicated that an interpretation guide would be issued, which is
expected to eliminate the need to replace oil >2ppm and <50ppm when removed for
maintenance purposes, given that it returns to the same equipment it was removed from.
This interpretation guide will serve as the basis until such point in the future the
regulation is updated.
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July 16, 2010

Ms. Cynthia Wright

A/Assistant Deputy Minister
Environmental Stewardship Branch
Environment Canada

RE: PCB — International Regulations: Statutory Instrument 2000 No. 1043

The Canadian Electricity Association (CEA) is committed to participating in the action plan for
the gradual phase-out of polychlorinated biphenyl (PCB) in Canada. In order to accomplish such a goal,
it is crucial that CEA companies have appropriate time to ensure proper management of PCB equipment
in an effective, reliable and economically feasible manner. The information below is provided per the
request from Environment Canada during our meeting on August 20, 2009 to evaluate international
commitments in PCB management.

According to the current PCB regulations, bushings and instrument transformers (IT) having a
PCB concentration equal to or greater than 500 parts-per-million (ppm) were due to be removed from
service by December 31, 2009 unless an end-of-use extension was granted by the Minister. The
maximum extension period ends on December 31, 2014. The granted extensions have allowed CEA
members to comply with the PCB regulations as currently written, and are grateful for Environment
Canada’s effort in working with CEA to complete and approve these applications.

CEA members however, currently face operational and technical difficulties in meeting the
extended end-of-use deadline of December 31, 2014. This deadline does not provide sufficient time to
address the large inventory of equipment involved (as described by CEA members during the extension
application process). As such, CEA is proposing an amendment to the current PCB regulation that would
ascribe bushing and instrument transformers (ITs) an end-of-use date beyond 2014. This will allow time
for utilities to minimize operational impacts by optimizing resources and securing capital stock required
in undertaking the tasks of testing and replacing this equipment.

It should be noted that companies who have been granted an end-of-use extension continue to
seek and identify PCB equipment as part of their regular activities. The extension will in no way diminish
the environmental integrity of the management of PCB equipment nor will it compromise the
environmental responsibilities of our members. Companies continue to maintain the environmental
safeguards described in the end-of-use extension requirements.



CEA has emphasized the cost associated with replacing PCB equipment that has not reached the
end of its economic life and the subsequent impact on consumers. CEA has also described the
challenges of providing a reliable supply of electricity to the public while scheduling outages to access
equipment in efforts to meet the current deadlines. CEA recognizes the ongoing international efforts
regarding the elimination of PCB, such as the Stockholm Convention on Persistent Organic pollutants
(POPs), to which many developed countries, including the United Kingdom and Canada, are signatories.
In May 2000, the UK implemented a statutory instrument (UK Statutory Instrument 2000 no. 1043) to
fulfill its obligations under the Stockholm Convention. Excerpts of the instrument can be found below
and are submitted to demonstrate support for the proposed amendment to Canada’s PCB Regulation.

According to the UK instrument, equipment that is known to be over 500 mg/kg must be
decontaminated to below 50 ppm PCB. There is no stipulation of a time limit in the instrument that
would force sampling of the equipment; rather PCB equipment must be dealt with as it is discovered.
Equipment below 500 ppm may be used until the end of its useful life. See Table 1 below for additional
detail.

Table 1

Legislation Reference within | Details
Legislation

UK  Statutory | Section 2(1) “contaminated equipment” means any equipment that
Instrument contains PCBs other than equipment that contains a
2000 no. 1043 total volume not exceeding 5dm? (or approximately 5
Litres).

Section 2 (1) “PCBs” means polychlorinated biphenyls,
polychlorinated terphenyls, monomethyl-dibromo-
diphenyl methane, monomethyl-dichloro-diphenyl
methane, monomethyl-tetrachlorodiphenyl methane,
or any mixture of the above in concentration of more
than 50 ppm.

Section 4 (3) Equipment <500 ppm can be used until end of its
useful life

Section 4(4) Equipment >500 ppm must be decontaminated to <50
ppm levels.




The UK Statutory Instrument regarding the elimination of PCBs allows for the phase-out of PCB
equipment while maintaining international commitments under the Stockholm Convention and does so
in an economically feasible manner that allows for capital stock turnover and testing in a reasonable
timeframe.

CEA supports equipment end-of-life as the end-of-use criteria for PCB elimination for managing
PCB bushings and ITs in the electricity sector and hopes Environment Canada will consider amending the
Canadian PCB regulations with similar end-of-life criteria for certain PCB equipment as in the UK
instrument. CEA reemphasizes the need for a regulatory amendment to address the large amount of
equipment that would require inspection, testing and potentially removal in such a short timeframe.

The full text of the UK Statutory Instrument is attached for your review and can be found at the
following URL: http://www.opsi.gov.uk/SI/si2000/20001043.htm. Thank you for the opportunity to
provide this information, and | look forward to continuing this dialogue to determine the best path

forward.

Regards,

Eli Turk

Vice President
T:613-230-9876

Email: turk@electricity.ca

cc. Mr. Randall Meades — Director General, Public and Resources Sectors
Mr. Timothy Gardiner — Director, Waste Reduction and Management

Mr. Robert Larocque — Chief, Waste Programs, Waste Reduction and Management


http://www.opsi.gov.uk/SI/si2000/20001043.htm
mailto:turk@electricity.ca
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Ontario Energy Board (Board Staff) INTERROGATORY #40 List 1

Interrogatory

Issue 3.1 Are the proposed spending levels for, Sustaining, Development and
Operations OM&A in 2011 and 2012 appropriate, including
consideration of factors such as system reliability and asset
condition?

Sustainment

Ref. Exhibit C1/Tab2/Sch3/p. 22

Sustainment — Ancillary Systems Maintenance. Hydro One indicates that program
spending for 2010 grew to $14.9 million, then growing further from that level to
$15.8 million in 2011 (up 6%) and to $16.6 million (up 5%) in 2012. What was the
primary rationale for the 20% increase in the bridge year and why is it necessary to
sustain and increase this level of spending for 2011 and 2012?

Response

The primary factors influencing the 2010 bridge year increase from the 2009 historic year
are as follows:

Corrective Maintenance

Spending in 2010 is projected $1.10 million higher than 2009 due to an increased volume
of corrective work, specifically grounding systems and high pressure air systems. Repair
of defects on these assets is imperative to system reliability and safety of the public and
Hydro One staff. Grounding repairs are required to maintain an adequate ground grid to
safely control fault currents and step and touch potentials. Performance of the air-blast
circuit breakers is dependant on a reliable high-pressure air supply.

Preventive Maintenance

Spending projected in 2010 is $0.7 million higher than 2009 due to increased
accomplishment of planned work needed to maintain reliability, safety and comply with
regulatory requirements. More of these assets are nearing the end of life region and to
obtain full utilization and maintain reliability added maintenance is required as identified
below:

e Additional maintenance on batteries and chargers supplying DC to critical telecom
loads, (ST-3 compliance testing as mandated by NPCC and NERC)

e Additional maintenance on HP air system components (compressors, dryers, air
receivers, valves, etc),

e Additional maintenance on AC station service breakers and transfer schemes.
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Other Maintenance Activities and Costs

Spending increase in the 2010 bridge year is $0.7 million higher than the 2009 historic
year driven by several programs, including additional testing and engineering studies
associated with grounding systems due to increasing need to manage the aging
infrastructure and respond to copper theft, and increased costs for operating the Oil Farm
in response to the PCB regulations.

The increases in the test years relative to the bridge year are caused by an additional
volume of preventive and corrective maintenance, which is a combination of two primary
issues:
e The need to complete work which has been deferred from previous years following
the EB-2008-0272 Decision.
e Additional work to adequately maintain the aging Ancillary Systems allow them to
reach end of life, at which point they will be replaced or decommissioned.
o i.e. additional maintenance of station service breakers and transfer schemes to
provide reliable AC-supply during contingencies and adequately address safety
issues associated with arc-flash hazards at 600V and 208V.

Continued preventive and corrective maintenance of the ancillary systems is required to
ensure reliability to the main power system elements they support, the safety of Hydro
One staff and the public in the vicinity of Hydro One stations, and maintain Hydro One in
good standing with external regulatory bodies (NPCC, TSSA, etc).
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Ontario Energy Board (Board Staff) INTERROGATORY #41 List 1

Interrogatory

Issue 3.1 Are the proposed spending levels for, Sustaining, Development and
Operations OM&A in 2011 and 2012 appropriate, including
consideration of factors such as system reliability and asset
condition?

Sustainment

Ref. Exhibit C1/Tab2/Sch3/p. 29

Sustainment — Protection, Control, Monitoring, and Metering Equipment. Hydro One
indicates that 174 metering points remain in Hydro One’s asset base under
transitional arrangements. Please provide a table showing then number of meters
under transitional arrangements from 2006 to 2012. What are the cost savings
realized as more meters are removed from the Hydro One asset base? At what point
IS it expected that all meters will exit the program?

Response

Number of wholesale metering points under transitional arrangement 2006-2012.

2006 2007 2008 2009 2010 2011 2012
513 469 317 252 174 100* 75*
* Forecast number

Meters exit the transitional arrangement at the seal expiry date when the full upgrade of
an installation is complete and complies with the market rules. Meter points move to
either Hydro One Distribution or customers of Hydro One Transmission. Ongoing
maintenance would then be the accountability of and funded by the respective
organization.

Hydro One plans to finish the transition of it’s legacy wholesale metering installations to
Hydro One Distribution by 2012. The 75 wholesale metering points past 2012 are
customer owned, and at this time it is not clear when these will be transferred as it is the
customers who must decide on the timing of upgrades.

The average spending requirement for a wholesale meter point is $8,400 per year. These
costs are recoverable from the wholesale meter customers as noted in Exhibit H1, Tab 4,
Schedule 1. As wholesale meters are removed from Hydro One Transmission’s rate base,
the associated costs are no longer incurred and customers also no longer pay the



Filed: August 16, 2010
EB-2010-0002

Exhibit |

Tab 1

Schedule 41

Page 2 of 2

wholesale meter charge. As such, there are no net savings realized as wholesale meters
are removed from the system.
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Ontario Energy Board (Board Staff) INTERROGATORY #42 List 1

Interrogatory

Issue 3.1 Are the proposed spending levels for, Sustaining, Development and
Operations OM&A in 2011 and 2012 appropriate, including
consideration of factors such as system reliability and asset
condition?

Sustainment

Ref. Exhibit C1/Tab2/Sch3/p. 37

Sustainment — Site Security. What were the site security costs from 2006 to 2010?
Why are costs increasing from 2010 to 2012 if copper prices are falling from previous
levels, thereby reducing the incentive for copper theft?

Response

Site security costs from 2006 to 2010 were as follows:

2006 - $1.9 million
2007 - $2.2 million
2008 - $3.9 million
2009 - $2.3 million
2010 - $4.2 million

Hydro One is placing added emphasis to deter copper theft as the removal of copper from
station fences, equipment and structures presents serious safety hazards to workers and
the public, as well as those removing the copper. This problem has persisted over the last
3 years since the price of copper increased to about $3 per pound and copper prices still
remain above this level today. Interest in copper theft is expected to continue and action
IS required to deter theft in order to prevent unsafe conditions, disruptions in equipment
operation and eliminate unnecessary expenditures.

For further details please also refer to Exhibit I, Tab 2, Schedule 56.
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Ontario Energy Board (Board Staff) INTERROGATORY #43 List 1

Interrogatory

Issue 3.1 Are the proposed spending levels for, Sustaining, Development and
Operations OM&A in 2011 and 2012 appropriate, including
consideration of factors such as system reliability and asset
condition?

Sustainment

Ref. Exhibit C1/Tab2/Sch4/p. 6

Development — Smart Zone Development. Please provide an explanation as to how
these funds are related to the Smart Zone project spending approved in the Hydro
One distribution decision (EB-2009-0096).

Response

Hydro One’s Smart Zone Development includes the interface between the transmission
system and the distribution system, to make them integrated and interoperable. While the
majority of the work and assets will be on the distribution system as approved in EB-
2009-0096, there is work and assets required on the transmission system. In addition to
the OM&A dollars for transmission related work, there are also capital dollars as shown
in Exhibit D1, Tab 3, Schedule 3, Table 10 in order to test the IEC 61850
communications standard in the Smart Zone.
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Ontario Energy Board (Board Staff) INTERROGATORY #44 List 1

Interrogatory

Issue 3.1 Are the proposed spending levels for, Sustaining, Development and
Operations OM&A in 2011 and 2012 appropriate, including
consideration of factors such as system reliability and asset
condition?

Sustainment

44) Ref. Exhibit C1/Tab2/Sch5/p. 5
Operations — Support. Operations support cost grew by 36% in 2010 and continue
to increase by 9.7% and 4.4% in 2011 and 2012 respectively. Please provide a
detailed rationale for the significant 2010 increase and the continuing inflation-
exceeding growth for the test years.

Response

The necessary increase in Operations Support costs is driven by the requirements of the
Network Management System (NMS) upgrade which was completed in 2009. Further
discussion of the new NMS is provided below. A cost increase is seen in 2010 because,
for the first time, ongoing vendor support costs and licensing fees for the new NMS were
incurred and additional in-house support is required for the new NMS and associated
tools. These required costs continue beyond the test years.

In addition, in the test years, it is anticipated that there will be increasing support
requirements associated with new tools such as the NOMS (Networks Outage
Management System) and changes associated with evolving Critical Infrastructure
Protection standards. A portion of the increase is also attributed to additional field
switching that will be required to support the increase in sustaining and development
work programs.

The NMS upgrade, which was completed in 2009, included complete end-of-life
replacement of all hardware components associated with the NMS along with a major
operating system upgrade which incorporated both software and architecture changes
required to bring the NMS into compliance with NERC Critical Infrastructure Protection
standards. Additionally, new operational requirements were added to ensure the NMS
and associated tools would meet business needs over its expected life cycle. Of note, the
system was designed to accommodate a 50% increase in the number of data points,
required to support Distributed Generation and future system growth. To meet the
increased data storage capacity requirements, an enterprise-class storage architecture had
to be adopted. Enterprise-class storage architecture is, by design, used for larger systems,
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however, the associated hardware, licensing and support costs have increased with the
introduction of this technology. A fuller discussion of the NMS Upgrade project and the
new operational tools and estimated operator efficiencies it provides can be found in
Exhibit I, Tab 2, Schedule 66.

A further discussion of these NMS support costs is provided in Exhibit I, Tab 2, Schedule
18.
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1 Ontario Energy Board (Board Staff) INTERROGATORY #45 List 1
2
3 Interrogatory
4
5 Issue 3.2 Are the proposed spending levels for Shared Services and Other
6 O&M in 2011 and 2012 appropriate?
;
8 Ref. Exhibit C1/Tab2/Sch6/p. 4
9 Shared Services and Other OM&A Costs. Table 2 was also submitted in the EB-
10 2009-0096 Distribution proceeding (updated September 25, 2009) and included the
11 2011 test year. It appears that the costs allocated to Tx have increased substantially
12 in the current proceeding. Please provide a comparison of the evidence provided in
13 the distribution case and provide an explanation regarding the changes in the 2011
14 test year in this proceeding.
15
16 Response
17
18 The following table provides the comparison of Shared Services and Other OM&A for
19 the 2011 test year as submitted in EB-2009-0096 and EB-2010-0002.
20
Table 1
Comparison of 2011 Shared Services and Other OM&A Costs from EB-2009-0096 & EB-2010-0002 ($M)
Fu nct_ion/ EB 2009-0096 EB 2010-0002 Variance
Service Total Tx Dx Other | Total Tx Dx Other | Total Tx Dx Other
CCF&S 102.5 52.8 46.6 3.1 154.9 79.7 72.1 3.1 52.4 26.9 25.5 (0.0
" Asset 1458 733 72.5 0.0 74.9 35.6 39.4 00 | (709) (37.8) (331) 0.0
anagement
Information
Technology 155.3 71.1 81.9 2.3 148.1 67.5 78.3 2.3 (7.2) (3.6 (3.6) 0.0
Sgared Cost | 4036 1973 2010 54 | 3779 1828 1898 54 | (257) (145 (11.1) 0.0
ummary
Allocation % 48.9%  49.8% 1.3% 48.4% 50.2% 1.4%
Cmr:"’s“’” (26.1) (183) (7.8) 00 | (17.9) (125) (54) 00 8.2 5.8 2.4 0.0
Allocation % 70.1%  29.9% 0.0% 69.8% 30.2%  0.0%
§°St of 247 149 9.8 0.0 24.7 14.9 9.8 0.0 0.1 0.0 (0.0) 00
ales
Allocation % 60.3% % 39.7 0.0% 60.3% 39.7% 0.0%
Other
Shared (253.1) (138.2) (114.9) 0.0 | (253.4) (138.3) (1152) 0.0 (0.3) (0.0 (0.3) 0.0
Services®
Allocation % 54.6%  45.4% 0.0% 54.6% 45.5% 0.0%
Total 149.0 55.6 88.1 5.4 131.3 46.9 79.0 54 | (17.7) (8.8) (9.1) 0.0
Allocation % 37.3% 59.1% 3.6% 35.7% 60.2% 4.1%

! Other Shared Services from EB-2009-0096 has been normalized to reflect removal of IPSP credit.
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Table 1 shows a decrease in the percentage of costs allocated to Transmission between
EB-2009-0096 and EB-2010-0002 for CF&S, Asset Management and Information
Technology. Further, the percentage of the Cornerstone and Cost of Sales costs allocated
to Transmission are approximately the same.

Other Shared Services totals shown in EB-2009-0096 have been normalized. There is an
implied $33.1M increase in the amounts attributable to Transmission in the current
application when compared to the corresponding table shown in EB-2009-0096. This is
primarily the result of a $30.1M credit allocated 100% to Transmission in EB-2009-0096.
The credit represented the off-set to the proposed preliminary development work to
advance transmission projects requested by the Ontario Government. For the purpose of
this application, the credit has been appropriately removed from Other Shared Services as
Hydro One is not seeking to recover the costs for this preliminary work as part of base
revenue requirement and is proposing to continue to collect these costs in a deferral
account for future disposition.
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Ontario Energy Board (Board Staff) INTERROGATORY #46 List 1

Interrogatory

Issue 3.2 Are the proposed spending levels for Shared Services and Other
O&M in 2011 and 2012 appropriate?

Ref. Exhibit C1/Tab2/Sch7
The shared services exhibit only provides Tx allocations for the two test years.
Please provide the Tx allocations for the years 2007 to 2010 in the detail provided
at:

a) Table 1 CCFS at Exhibit C1/Tab2/Sch7/page 2

b) Table 1 Asset Management at Exhibit C1/Tab2/Sch8/page 3

c) Table 1 Information Technology at Exhibit C1/Tab2/Sch9/page 2

d) Table 5 Business Telecom at Exhibit C1/Tab2/Sch9/page 14

Response
a)
2007 - 2010 CCF&S Costs Allocated to Transmission ($M)
Description 2007 2008 2009 2010
Corporate Management 3.6 3.3 3.2 2.9
Finance 11.8 14.9 16.3 17.3
Human Resources 6.4 7.3 8.3 10.2
Corporate Communications 3.8 4.6 5.4 6.7
General Counsel and Secretariat 4.1 3.5 3.5 4.7
Regulatory Affairs 115 10.8 9.9 10.6
Corporate Security 0.9 1.1 1.1 15
Internal Audit 1.3 1.3 15 1.7
Real Estate & Facilities 21.7 18.8 23.8 27.5
Gross CCF&S Costs 65.1 65.7 73.1 83.1
Allocation to Subs (1.1) (1.2) (1.3) 1.7)
Total Costs 64.1 64.5 71.8 81.3
b)
2007 - 2010 Asset Management Costs Allocated to Transmission ($M)
Description 2007 2008 2009 2010
Strategy & Business Development 3.4 4.3 5.1 5.1
System Investment 12.6 16.4 21.3 18.8
Work Program Optimization 2.2 2.3 2.1 3.8
Business Integration 5.3 6.5 8.0 3.2
Business Transformation 1.8 1.4 1.1 0.8
Processes and Policies 0.6 0.9 2.4 1.3
Total Cost 25.9 31.8 40.0 33.0
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c)

2007- 2010 Information Technology Costs Allocated to Transmission ($M)

d)

Description 2007 2008 2009 2010
Sustainment 27.6 30.8 33.2 38.4
Development 3.8 1.8 15 4.9
Business Telecom 8.1 8.1 9.8 111
IT Management & Project Control 6.7 10.0 11.6 13.8
Total Cost 46.2 50.7 56.1 68.1
2007- 2010 Business Telecom Costs Allocated to Transmission ($M)

Description 2007 2008 2009 2010

Operations and Carrier Management 2.0 2.0 2.2 2.6
Field Services 1.8 1.3 25 1.9
Voices Services 1.9 2.2 2.7 3.0
Data Network Services 2.4 2.6 2.3 3.6
Total 8.1 8.1 9.7 11.1
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Ontario Energy Board (Board Staff) INTERROGATORY #47 List 1

Interrogatory

Issue 3.2 Are the proposed spending levels for Shared Services and Other
O&M in 2011 and 2012 appropriate?

Ref. Exhibit C1/Tab2/Sch7/p.9

Table 4 on this page shows that that the Hydro One Insurance program grew
significantly from 2009 to 2011. Please provide the major reasons for this growth
and provide the Transmission share of these costs from 2007 to 2012.

Response

Hydro One’s insurance program in 2011 is larger than 2009 for the following reasons:
1) Hydro One’s loss experience has deteriorated over the last number of years
i) The replacement value of Hydro One’s assets has increased

iii) In certain instances the deductibles have been increased to mitigate rising insurance
premiums, which would increase self-insurance costs

When purchasing insurance Hydro One takes into consideration many factors including
premium costs at various deductible/self insurance levels as well as the company’s loss
experience.

The following table provides the Transmission portion of the Insurance Program in
millions:

Historic Bridge Test

2007 | 2008 | 2009 | 2010 | 2011 | 2012

Total Insurance Program Costs $6.1 | $65 | $74 | $88 | $9.2 | $9.3

Amount Allocated to $3.3 | $3.9 | $4.4 $4.6 $3.8 | $3.9
Transmission
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Ontario Energy Board (Board Staff) INTERROGATORY #48 List 1

Interrogatory

Issue 3.2 Are the proposed spending levels for Shared Services and Other
O&M in 2011 and 2012 appropriate?

Ref. Exhibit C1/Tab2/Sch7/p.14

The exhibit indicates that First Nations and Metis Relations costs are growing to
$3.5 million in 2011 and $3.6 million in 2012, with about 60% of these costs
allocated to transmission. Please provide the total Hydro One costs and those
allocated to transmission from 2007 to 2010.

Response

Please refer to the table below.

First Nations and Metis Relations Costs
(Total Cost from 2007-12 and Tx Allocations)
Year -(rglt/lil TX ($M) Tx (%)
2007 0 0 0
2008 0.3 0.2 53.9
2009 0.5 0.3 53.3
2010 2.1 1.2 57.6
2011 3.5 2.1 59.4
2012 3.6 2.1 59.3
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Ontario Energy Board (Board Staff) INTERROGATORY #49L.ist 1

Interrogatory

Issue 3.2 Are the proposed spending levels for Shared Services and Other
O&M in 2011 and 2012 appropriate?

Ref. Exhibit C1/Tab2/Sch7/p.23

Hydro One’s corporate level real estate and facilities costs appear to be leveling off
in the test years, however, these costs have grown significantly for 2008 to 2010.
What were the major drivers for these increases from 2008 to 2010 and if big
projects were financed and completed at that time, why have costs not fallen more
significantly in the test years?

Response
Historic Bridge Test AIIocat|_on_ to
Transmission
2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2011 | 2012
Real Estate 6.4 7.0 7.9 9.3 8.8 9.4 7.2 7.7
Facilities 311 | 349 | 427 | 493 | 452 | 456 | 204 | 206
Total Costs 375 | 419 | 506 58.6 54.0 | 55.0 276 | 28.3

The primary drivers of the cost increase from 2008 to 2010 are higher facilities costs at
our 140 different locations across the province. Hydro One is committed to efficiently
managing company accommodation requirements and to provide the accommodation
solutions necessary to support execution of the company’s work programs. The company
is also dedicated to maintaining employee workspace and facility assets to ensure that
they comply with all legislative and other related health, safety and environmental
standards.

Facilities cost increases are driven by growth in the company’s work programs, business
and operating requirements, fixed cost contractual obligations and the current regulatory
environment (including health and safety requirements).

As a result of the company’s larger work program additional workspace was added from
2008 to 2010 including 35,000 square feet of additional space at our head office location
(483 Bay Street, Toronto). Other facilities additions from 2008 to 2010 include:

e Office space @ Atrium on Bay, (20 Dundas West, Toronto)
e Office space @ Meter Reading & Relay Services Facility, (6135 Danville Rd,
Mississauga)
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e Office space @ 95 Mural Street, Richmond Hill)
e Barrie Cross Dock/Warehouse
e Heliport at the Lake Simcoe Regional Airport

Facilities costs in 2011 and 2012 decrease as a result of the deferral of additional
accommodation requirements associated with Green Energy Act initiatives.
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Ontario Energy Board (Board Staff) INTERROGATORY #50L.ist 1

Interrogatory

Issue 3.2 Are the proposed spending levels for Shared Services and Other
O&M in 2011 and 2012 appropriate?

Ref. Exhibit C1/Tab2/Sch8/p.3

Hydro One’s total asset management costs increased significantly in the past few
years (26% increase in 2009, 17.5% increase in 2010) to a level of $75 million in
the 2011 test year. What specific projects and activities were accomplished in this
time period, and how it is that these spending levels continue into the two test
years?

Response

The Asset Management cost increases are driven by the growth in our Capital & OM&A
Sustainment and Development Work Programs primarily impacting the System
Investment Function costs. The activities driving these higher System Investment
Function costs are outlined on page 8 of the Exhibit. Of significance, are the increased
demands to support the Development Program, driven by increased work volumes
associated with the introduction of the Green Energy Act and Distributed Generation.

Additional factors driving our cost increases in other Asset Management Function areas
include, regulatory compliance requirements intensifying from oversight bodies like
NERC, NPCC, IESO, support to the government influenced Smart Grid initiative and an
increased overall Work Program which leads to an increased workload in Business
Integration activities between the Asset Management Group and the Work Execution
Groups. (A more detailed explanation regarding the increase in the Strategy and
Business Development function within Asset Management is noted in the response found
at Exhibit I, Tab 10, Schedule 18).

All of these factors that are driving our increased workload and associated costs are on-
going in nature right through 2011 & 2012 and thus result in the spending levels
presented.
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Ontario Energy Board (Board Staff) INTERROGATORY #51 List 1

Interrogatory

Issue 3.2 Are the proposed spending levels for Shared Services and Other
O&M in 2011 and 2012 appropriate?

Ref. Exhibit C1/Tab2/Sch8/p.3-18

Hydro One’s evidence describes 4 separate business functions under Asset
Management, including Work Program Optimization, Business Integration,
Business Transformation, and Processes & Policies. The funding for these programs
is growing from $20 million in 2009 to $25 million in 2012. It appears, from the
description provided, that each of these functions perform similar tasks. Has Hydro
One considered merging or consolidating these functions to achieve greater
efficiencies in this program? If not, why not?

Response

Please see Exhibit I, Tab 1, Schedule 38, which describes the cost reductions from plan in
the years 2011-2012. As noted, these reductions are primarily driven by the efficiencies
brought into the Asset Management organization through the implementation of
Cornerstone Phase 1 & 2.  Staff and cost reductions were made in concert with a
realignment of Functional area responsibilities which did include Business Integration,
Work Program Optimization and Process & Policies. (The Business Transformation
Function primarily supports project specific work and does not perform the core support
activities like the other 3 areas). All 4 functional areas will continue to be maintained for
the time being refocused on specific and distinct deliverables through 2012 and beyond,
however, if opportunities for continued efficiencies arise through consolidation this will
be pursued.
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Ontario Energy Board (Board Staff) INTERROGATORY #52 List 1

Interrogatory

Issue 3.2 Are the proposed spending levels for Shared Services and Other
O&M in 2011 and 2012 appropriate?

Ref. Exhibit C1/Tab2/Sch9/p.10

In this schedule, it appears that Hydro One’s major growth category in IT
sustainment is in Other Incremental Sustainment with increases of 77% in 2009,
19% in 2010, 10% in 2011 and 7.3% in 2012. Costs appear to be decreasing in all
other categories. Why is Hydro One not able to control costs in Other Incremental
Sustainment as it has in the other areas?

Response

The growth in Other Incremental Sustainment costs in 2009 and 2010 is primarily due to
the ongoing SAP Application Support needed after the SAP phase 1 and phase 2 go-live
dates in 2008 and 2009, respectively. 2010 represents a full year of SAP application
support costs. 2011 and 2012 costs increase due to Smart Metering Application Support
being introduced into this category as well as the required Application Support of other
solutions such as Mobile IT. The incremental IT costs includes application support cost
and 3rd party software licensing and maintenance by the software vendors.

There is also an expected increase in Microsoft licensing costs as products (i.e.
Exchange/Outlook, Office, Windows 7) are upgraded and usage of new products such as
Office Communicator, SharePoint and LiveMeeting expands.
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Ontario Energy Board (Board Staff) INTERROGATORY #53L.ist 1

Interrogatory

Issue 3.2 Are the proposed spending levels for Shared Services and Other
O&M in 2011 and 2012 appropriate?

Ref. Exhibit C1/Tab2/Sch8/p.15

Hydro One mentions the assessments done by the Shpigler Group in 2006 and 2008
regarding Business Telecom. Yet in 2009 there is a significant increase of 21% in
costs followed by a 10% increase in 2011. Please relate these increases and the
justification of the increases to the findings of the Shpigler report.

Response

The 21% increase in costs in 2009 followed by a 10% increase in 2011 pertain to the total
Telecom costs including Operations and Carrier Management, Field Services, Voices
Services, and Data Network Services. The scope of the Shpigler report only pertains to
Operations and Carrier Management which relates to telecommunications management
services provided by Hydro One Telecom.

The increases in Operations and Carrier Management in 2009 is 9% followed by an
increase of 18% in 2011. These increases are due to the operation, monitoring and
security of additional or expanded business data networks on a year-over-year basis.
Specifically, security enhancements are being introduced over these years which require
incremental resources to manage and operate. Further, as data traversal expands through
software applications throughout the province, new and expanded bandwidth — both
wired and wireless - are needed to support the business processes. Considering these
services are an expansion of existing services including ‘ensuring physical and logical
security of network’, they are consistent with the findings of the Shpigler report.
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Ontario Energy Board (Board Staff) INTERROGATORY #54 List 1

Interrogatory

Issue

3.3 Are the 2011/12 Human Resources related costs (wages, salaries,
benefits, incentive payments, labour productivity and pension costs)
including employee levels appropriate? Has Hydro One demonstrated
improvements in efficiency and value for dollar associated with its
compensation costs?

Ref. Exhibit C1/Tab3/Sch2/p. 9

Please provide the annual number of employees that correspond to these payroll
levels by year.

Response

Year | Annual number of employees
2006 5301

2007 5893

2008 6547

2009 7130

2010 8410

2011 8788

2012 8938
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Ontario Energy Board (Board Staff) INTERROGATORY #55 List 1

Interrogatory

Issue 3.3 Are the 2011/12 Human Resources related costs (wages, salaries,
benefits, incentive payments, labour productivity and pension costs)
including employee levels appropriate? Has Hydro One demonstrated
improvements in efficiency and value for dollar associated with its
compensation costs?

Ref. Exhibit C1/Tab3/Sch2/p. 9

Hydro One indicates that the total work program is expect to increase by
approximately 6.6% and the regular plus non-regular staff increase is expect to
increase by approximately 6.3%. Please provide a break out of regular vs non-
regular increases in staff. In addition please provide an explanation as to why this
“work program vs. staff increases” assertion has changed from that filed in the EB-
2009-0096 distribution case, where Hydro One indicated that a work program
expansion of 35% yielded a staff increase of 16%. What are the major factors that
explain the change in the “gap”?

Response

The break-out of regular vs non-regular increases in staff for 2010, 2011, and 2012 is as
follows:

2010 | 2011 | 2012
Regular staff 5856 | 6165 | 6306
Non-regular staff | 2°°4 | 2623 | 2632
Total 8410 | 8788 | 8938

The major factor that explains the change in the “gap” of “work program vs. staff
increases” is a decrease in forecast Transmission costs. In the 2009-0096 Distribution
case, a higher forecast was used as the basis for the Transmission portion of the 2011
work program [as provided in the confidential EB-2009-0096 Exhibit H, Tab 13,
Schedule 1, Attachment 3]. The current transmission application reflects delays in the
anticipated transmission green energy plan spending, thus decreasing the work program
total cost for 2011 through 2012. Another factor contributing to the change in the “gap”
was that the 35% work program increase reflected Hydro One’s anticipated spending in
2010 and 2011, whereas the 6.6% work program increase for this application reflects the
actual Board approved spending for Distribution in EB-2009-0096. Finally, the growth
difference between the bridge year and second test year work programs was larger in EB-
2009-0096 Distribution case than it is in the current application.
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Ontario Energy Board (Board Staff) INTERROGATORY #56 List 1

Interrogatory

Issue 3.3 Are the 2011/12 Human Resources related costs (wages, salaries,
benefits, incentive payments, labour productivity and pension costs)
including employee levels appropriate? Has Hydro One demonstrated
improvements in efficiency and value for dollar associated with its
compensation costs?

Ref. Exhibit C1/Tab3/Sch2/p. 10

The Mercer Benchmarking study was completed for the EB-2008-0272 proceeding.
Has Hydro One taken steps to update the study? Why or why not? If the study is to
be updated, when would updated results be available?

Response

Hydro One has not updated the study. The data is still quite recent and the study would
be very costly to update.
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Ontario Energy Board (Board Staff) INTERROGATORY #57 List 1

Interrogatory

Issue 3.3 Are the 2011/12 Human Resources related costs (wages, salaries,
benefits, incentive payments, labour productivity and pension costs)
including employee levels appropriate? Has Hydro One demonstrated
improvements in efficiency and value for dollar associated with its
compensation costs?

Ref. Exhibit C1/Tab3/Sch2/p. 17

Hydro One quotes a wage increase study for the Canadian utility sector. Please
provide a copy of that study and the Mercer source that provides the 3.5% forecast
for 2010.

Response

The Canadian utility sector study is a Wage Tabulation from 1999 to 2009, prepared by
Strategic Policy, Analysis, and Workplace Information Directorate. A copy of the study
is attached as Attachment 1. The source that provides the 3.5% forecast for 2010 is
Mercer’s Compensation Planning Survey (CPS) published in August 2009. Hydro One
did not purchase a copy of the CPS, however a principle from Mercer provided the
reference.



WAGE | NCREASES | N MAJOR AGREEMENTS - WD

Date of Study: 13 January 2010 Page: 1 A
Filed: August 16,2010
Wage tabul ation from 1999 to 2009 Total Agreenents 147 EB—ZOlO—OOOZ
Total Enpl oyees 240, 945 EXhlblt 1_01_057
Wage Wage Ave. 1st 2nd ard  Attachment 1
Agt . No. of Sett. Eff. Exp. Prev. Neg. Ann. Yr. YR Yr. Page 1 Of 17
Nunber SI C Enpl oyer and Location Uni on Jur. Cola Enpls. Date Dat e Dat e Dur \Wage Incr. Incr. Incr. Incr. Incr.
1999
1234801 221 ATCO Gas Nat ural Gas Enpl oyees’ P N 800 19991216 20000101 20021231 36.0 13.39 3.0 3.0 3.0 3.0 3.0
Ednonton, Alta. Associ ation (Independent-|ocal)
Cal gary, Ata. (plant and nmi ntenance
enpl oyees)
0865404 221 B.C. Gas Utility Ltd. O fice & Professional Enpls. P N 660 19990531 19980401 20000331 24.0 13.97 0.5 0.5 0.0 1.0
provi nce-w de, B.C. Intl. Union (CLC)
(of fice enployees, technical
enpl oyees)
0865304 221 BC Gas Uility Ltd. Intl. Bro. of Electrical Wrkers P N 650 19990908 19980401 20010331 36.0 19.54 0.7 0.7 0.0 0.0 2.0
provi nce-w de, B.C. (AFL-Cl O CLO)

(utility workers)

0412808* 221 British Colunbia Hydro and Power Intl. Bro. of Electrical Wrkers P N 1390 19990127 19971001 20020331 54.0 18.67 0.7 0.7 0.0 1.0 0.0
Aut hority (AFL-Cl O CLO)
provi nce-w de, B.C. (utility workers)
0412907 221 British Colunbia Hydro and Power Ofice & Professional Enpls. P N 2660 19990129 19970401 20020331 60.0 10.48 0.6 0.6 0.0 1.0 0.0
Aut hority Intl. Union (CLC)
provi nce-w de, B.C. (of fice enployees, technical
enpl oyees)
1100902 221 Epcor WUilities Inc. Intl. Bro. of Electrical Wrkers P N 590 19991026 19990101 20011229 35.9 17.33 2.8 2.8 2.5 3.0 3.0
Ednonton, Alta. (AFL-Cl O CLO)
(utility workers)
0408808* 221 Hydr o- Quebec Cdn. Union of Public Enpls. P N 2400 19991111 19990101 20031231 60.0 16.17 2.5 2.5 1.5 2.5 2.5
provi nce-w de, Que. (CLO)
(technical enpl oyees)
0408908* 221 Hydr o- Quebec Cdn. Union of Public Enpls. P N 6500 19991126 19990101 20031231 60.0 15.98 2.5 2.5 1.5 2.5 2.5
provi nce-w de, Que. (CLO)
(general tradesnen)
0409008* 221 Hydr o- Quebec Cdn. Union of Public Enpls. P N 5400 19991111 19990101 20031231 60.0 20.35 2.5 2.5 1.5 2.5 2.5
provi nce-w de, Que. (CLO
(of fice enpl oyees)
0408707 221 Hydro-Québec Synd. professionnel des P N 1500 19990323 19951227 20031231 96.1 18.38 1.8 1.8 0.0 0.0 0.0

province-wide, Que. ingénieurs d"Hydro-Qc inc.
(Independent-natl.)
(engineers)
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Date of Study: 13 January 2010

Vage Vage
Agt . No. of Sett. Eff. Exp.
Nunber SI C Enpl oyer and Location Uni on Jur. Cola Enpls. Date Dat e Dat e
0979704 221 Ontario Hydro Soci ety of Ont. Hydro P N 5570 19990125 19990101 20001231
provi nce-w de, Ont. Prof essional & Adninistrative
Enpls. (Independent-natl.)
(scientific and other
prof essi onal enpl oyees,
admi ni strative services
enpl oyees)
0879504 221 SaskEnergy Inc. Communi cati ons, Energy and P N 760 19990219 19980201 20010131
provi nce-w de, Sask. Paper wor kers Uni on of Canada
(a9
(office enployees, field
enpl oyees)
0411906 221 SaskPower Conmmuni cati ons, Energy and P N 640 19990401 19980201 20010131
provi nce-w de, Sask. Paper wor kers Uni on of Canada
(a9
(administrative services
enpl oyees)
1187601 221 Toronto Hydro Cdn. Union of Public Enpls. P Y 960 19990312 19990201 20010131
Toronto, Ont. (CLO
(out si de enpl oyees)
1187701 221 Toronto Hydro Cdn. Union of Public Enpls. P Y 640 19990312 19990201 20010131
Toronto, Ont. (CLO)
(i nside and outside enpl oyees)
0412508 221 TransAlta Utilities Corporation Transal ta Enpls’. Assn. P N 620 19991201 19990101 20011231
provi nce-w de, Alta. (I ndependent - | ocal )
(of fice enpl oyees, general and
field support enpl oyees)
Wei ght ed Aver age 31740
2000
1261301 221 Consunersfirst Conmmuni cati ons, Energy and P N 560 20000101 19991001 20010331
provi nce-w de, Ont. Paper wor kers Uni on of Canada
(a9
(of fice enpl oyees and
techni ci ans)
1261501 221 Enbridge Consuners Gas Conmmuni cati ons, Energy and P N 780 20001210 20000401 20021231
provi nce-w de, Ont. Paper wor kers Uni on of Canada
(a9

(utility workers, office
enpl oyees and technici ans)

Dur

Prev.
Vage

24.0 21.31

36.0

36.0

24.0

24.0

36.0

49.5

18.0

33.0

13.

11.

16.

15.

11.

17.

13.

19.

23

80

57

25

88

21

16

08

Neg.

I ncr

2.

5

Ave.
Ann.
Incr.

1st
Yr.
Incr.

Page:

2nd
YR
Incr.

3rd

Incr.



Dat e of

Agt .
Nunber

1236101

1256401

0411607

0411706

0411509

1243701

0857006

1256201

1256301

Study: 13 January 2010

SI C Enpl oyer and Location

221 Hydro One Inc.

provi nce-w de, Ont.

221 Hydro One Inc.

provi nce-w de, Ont.

22

[y

Mani t oba Hydro

provi nce-w de, Man.

22

[y

Mani t oba Hydro

provi nce-w de, Man.

22

[y

Mani t oba Hydro-El ectric Board
provi nce-w de, Man.

221 New Brunswi ck Power Cor poration
provi nce-w de, N.B.

221 Newfoundl and and Labrador
provi nce-w de, N.L.

Hydr o

221 Ontario Power
provi nce-w de,

Generation Inc.
Ont.

221 Ontario Power
provi nce-w de,

Generation Inc.
Ont.

WAGE | NCREASES | N MAJOR AGREEMENTS -

Uni on

Cdn.

(a9
(of fice enpl oyees,
enpl oyees, general

Uni on of Public Enpls.

techni cal
tradesnen)

Soci ety of Energy Professionals
(I ndependent - natl.)

(scientific and other

prof essi onal enpl oyees,

admi ni strative services

enpl oyees)

Cdn.
(a9
(of fice enpl oyees,
enpl oyees)

Uni on of Public Enpls.

techni cal

Associ ation of Manitoba Hydro
Staff and Supervisory Enpl oyees
(I ndependent - | ocal )

(of fice enpl oyees, supervisors)

Intl. Bro. of Electrical Wrkers
(AFL-CI Q' CLC)

(service and nai ntenance

enpl oyees)

Intl. Bro. of Electrical Wrkers
(AFL-CI Q' CLC)

(operational enployees,

techni cal enpl oyees)

Intl. Bro. of Electrical Wrkers

(AFL-CI Q' CLC)
(plant and nmi ntenance
enpl oyees)

Soci ety of Energy Professionals
(I ndependent - natl.)

(scientific and other

prof essi onal enpl oyees,

admi ni strative services

enpl oyees)

Soci ety of Energy Professionals
(I ndependent - nat|.)

(scientific and other

prof essi onal enpl oyees,

admi ni strative services

enpl oyees)

Jur.

P

P

P

P

No. of
Enpl s.

4000

1000

800

540

2300

750

510

1420

2510

WD

Sett.
Dat e

20000331

20001222

20000907

20000914

20001102

20000524

20000422

20000816

20000816

Vage
Eff.
Dat e

20000401

20010101

20000330

20000330

20000525

20000101

19990401

20010101

20010101

Vage
Exp.
Dat e

20010331

20011231

20030326

20030326

20030521

20001231

20020331

20031231

20031231

12.0

12.0

35.9

35.9

35.9

12.0

36.0

36.0

36.0

Page: 3
Ave. 1st 2nd 3rd
Prev. Neg. Ann. Yr. YR Yr.
Vage Incr. Incr. Incr. Incr. Incr.
28.78 3.0 3.0 3.0
22.77 3.0 3.0 3.0
11. 26 2.6 2.6 2.7 2.3 2.8
18. 94 3.3 3.3 2.7 4.3 2.8
12.28 2.7 2.7 3.0 2.3 2.8
12. 68 3.0 3.0 3.0
15. 06 3.0 3.0 2.0 2.0 5.0
22.77 2.5 2.5 3.0 2.5 2.0
22.77 2.5 2.5 3.0 2.5 2.0



WAGE | NCREASES | N MAJOR AGREEMENTS - WD

Date of Study: 13 January 2010 Page: 4
Wage Wage Ave. 1st 2nd 3rd
Agt . No. of Sett. Eff. Exp. Prev. Neg. Ann. Yr. YR Yr.
Nunber SI C Enpl oyer and Location Uni on Jur. Cola Enpls. Date Dat e Dat e Dur \Wage Incr. Incr. Incr. Incr. Incr.
1236001 221 Ontario Power Generation Inc. Cdn. Union of Public Enpls. P N 2600 20000331 20000401 20011231 21.0 19.44 4.9 4.9 5.6 3.0
(Non- Nucl ear) (CLO)
provi nce-w de, Ont. (of fice enpl oyees, general

tradesnen)

1235901 221 Ontario Power Ceneration Inc., Cdn. Union of Public Enpls. P N 6600 20000331 20000401 20011231 21.0 15.70 4.9 4.9 5.5 3.0
Nucl ear (CLO)
provi nce-w de, Ont. (of fice enployees, general

tradesnen)

0414108 221 Union Gas Limted Communi cati ons, Energy and P N 700 20000725 20000101 20021231 36.0 18.28 2.4 2.4 2.0 2.5 2.5
Sout hwest ern Regi on, Ont. Paper wor kers Uni on of Canada
(a9

(service and nai ntenance
enpl oyees, utility workers)

Wei ghted Aver age 25070 24.5 19.20 3.5 3.5 3.8 2.7 2.5
2001
0865305 221 BC Gas Uility Ltd. Intl. Bro. of Electrical Wrkers P N 650 20011005 20010401 20060331 60.0 19.93 2.0 2.0 0.0 1.0 3.0
provi nce-w de, B.C. (AFL-Cl O CLO)
(utility workers)
0865405 221 BC Gas UWility Ltd. O fice & Professional Enpls. P N 660 20010926 20000401 20020331 24.0 14.11 1.7 1.7 0.0 3.4
provi nce-w de, B.C. Intl. Union (CLC)
(of fice enployees, technical
enpl oyees)
1261302 221 Enbridge Hone Services, Division Conmmunications, Energy and P N 560 20010607 20010401 20030331 24.0 13.53 0.0 0.0 0.0 0.0
of Enbridge Services Inc. Paper wor kers Uni on of Canada
provi nce-w de, Ont. (CLO)
(of fice enployees and
techni ci ans)
1236102 221 Hydro One Cdn. Union of Public Enpls. P N 3530 20010330 20010401 20020331 12.0 19.60 3.0 3.0 3.0
provi nce-w de, Ont. (CLO)
(of fice enployees, technical
enpl oyees, general tradesnen)
1256402 221 Hydro One Inc. Soci ety of Energy Professionals P N 1000 20011212 20020101 20021231 12.0 23.46 1.9 1.9 1.9

provi nce-w de, Ont. (I ndependent - natl.)
(scientific and other
prof essi onal enpl oyees,
admi ni strative services
enpl oyees)



Dat e of

Agt .
Nunber

1249601

1236002

1235902

0879505

0411907

0412007

1187602

1187702

2002

1285501

Study: 13 January 2010

SIC

221

221

221

221

221

221

221

221

221

Enpl oyer and Location

Hydro-Québec
province-wide, Que.

Ontario Power Generation Inc.
(Non-Nuclear)
province-wide, Ont.

Ontario Power Generation Inc.,
Nuclear
province-wide, Ont.

SaskEnergy Inc.

province-wide, Sask.

SaskPower
province-wide, Sask.

SaskPower
province-wide, Sask.

Toronto Hydro
Toronto, Ont.

Toronto Hydro
Toronto, Ont.

Weighted Average

ATCO Electric
province-wide, Alta.

WAGE | NCREASES | N MAJOR AGREEMENTS -

Uni on

Cdn.
(CLC)
(scientific and other
professional employees)

Union of Public Empls. P N

Cdn.
(CLC)
(office employees, general
tradesmen)

Union of Public Empls. P Y

Cdn.
(CLC)
(office employees, general
tradesmen)

Union of Public Empls. P Y

Communications, Energy and P N
Paperworkers Union of Canada

(CLC)

(office employees, field

employees)

Communications, Energy and P N
Paperworkers Union of Canada

(CLC)

(administrative services

employees)

Intl. Bro. of Electrical Workers P N
(AFL-CI0/CLC)

(plant and maintenance

employees)

Cdn.
(CLC)
(outside employees)

Union of Public Empls. P Y

Cdn.
(CLC)
(inside and outside employees)

Union of Public Empls. P Y

Canadian Energy Workers® Assn P N
(Independent-local)
(linemen)

No. of
Enpl s.

2400

3180

5150

740

640

1340

900

540

21290

610

WD
Vage Vage
Sett. Eff. Exp
Dat e Dat e Dat e
20010419 19981221 20011231

20011003 20020101 20060331

20011003 20020101 20060331

20010517 20010201 20040131

20010718 20010201 20040131

20010110 20010101 20031231

20010215 20010201 20030131

20010215 20010201 20030131

20020327 20020101 20041231

Dur

36.3

51.0

51.0

36.0

36.0

36.0

24.0

24.0

36.0

36.0

Page:

Ave. 1st 2nd

Prev. Neg. Ann. Yr. YR
Vage Incr. Incr. Incr. Incr.
15.54 2.2 2.2 1.5 2.5
17.00 2.3 2.3 2.0 3.0
22.00 2.3 2.3 2.0 3.0
14.49 3.0 3.0 3.2 3.3
12.40 3.0 3.0 3.5 3.0
14.80 3.0 3.0 3.8 3.0
17.50 2.3 2.5 2.5 2.5
16.10 2.3 2.5 2.5 2.5
18.32 2.4 2.4 2.2 2.7
10.69 3.6 3.6 4.0 3.3

3rd
Yr.
Incr.

2.5



Dat e of

Agt .
Nunber

0865406

0412809

0412908

1283301

1100903

1236103

1256403

1249602

1286101

1284901

Study: 13 January 2010

SIC

221

22

[y

22

[y

221

221

221

221

221

221

221

Enpl oyer and Location

BC Gas Uility Ltd.
provi nce-w de, B.C.

British Col unbia Hydro and Power
Aut hority
provi nce-w de, B.C.

British Col unbia Hydro and Power
Aut hority

provi nce-w de, B.C.

Bruce Power

provi nce-w de, Ont.

Uilities Inc.
Ata.

Epcor
Ednont on,

Hydro One Inc.

provi nce-w de, Ont.

Hydro One Inc.

provi nce-w de, Ont.

Hydro-Québec

province-wide, Que.

Inergi L.P.
province-wide, Ont.

New Brunswick Power Corporation
province-wide, N.B.

WAGE | NCREASES | N MAJOR AGREEMENTS -

Uni on

O fice & Professional Enpls.
Intl. Union (CLC)

(of fice enployees, technical

enpl oyees)

Intl. Bro. of Electrical Wrkers
(AFL-CI Q' CLC)

(utility workers)

O fice & Professional Enpls.
Intl. Union (CLC)

(of fice enployees, technical

enpl oyees)

Cdn. Union of Public Enpls.

(a9

(general tradesnmen, office

enpl oyees)

Intl. Bro. of Electrical Wrkers

(AFL-CI Q' CLC)
(utility workers)

Cdn.

(a9
(of fice enpl oyees,
enpl oyees, general

Uni on of Public Enpls.

t echni cal
tradesmnen)

Intl. Fedn. of Professional &
Techni cal Engi neers
(AFL-CI Q' CLC)

(scientific and other

prof essi onal enpl oyees,

admi ni strative services

enpl oyees)

Cdn.
(CLC)
(scientific and other
professional employees)

Union of Public Empls.

Cdn.
(CLC)
(administrative and support
employees)

Union of Public Empls.

Intl. Bro. of Electrical Workers
(AFL-CI0/CLC)
(customer service employees)

Jur.

P

P

P

No. of
Enpl s.

620

1380

3000

2350

610

3100

780

2800

630

780

WD
Vage Vage
Sett. Eff. Exp
Dat e Dat e Dat e

20020524 20020401 20060930 54.0
W 20070331

20020403 20020401 20050331

20020531 20020401 20050331

20020131 20020101 20031231

20020927 20011230 20031227

20020328 20020401 20030331

20021119 20030101 20050331

Dur

36.

36.

24.

23.

12.

27.

Prev.

14.

19.

14.

22.

18.

20.

23.

60

24

34

00

84

19

91

20020719 20020101 20041231 36.0 16.58

20020510 20020401 20040930 30.0 21.40

20020417 20010101 20051231 60.0 14.15

Neg.
Incr.

2.7

2.4

2.0

Ave.
Ann.
Incr.

1st
Yr.
Incr.

Page:

2nd
YR
Incr.

3rd

Incr.



Dat e of

Agt .
Nunber

1285001

0857007

1187603

1187703

2003

1234802

1261502

1100803

1261303

0416406

Study: 13 January 2010

SI C Enpl oyer and Location

221 New Brunswi ck Power Corporation
provi nce-w de, N.B.

221 Newf oundl and and Labr ador

provi nce-w de, N.L.

Hydr o

22

[y

Toronto Hydro
Toronto, Ont.

22

[y

Toronto Hydro
Toronto, Ont.

Wei ghted Aver age

221 ATCO Gas
Ednont on,

Cal gary,

Ata.
Ata.

22

[y

Enbri dge Gas Distribution
provi nce-w de, Ont.

221 Uilities Inc.

Ata.

Epcor
Ednont on,

221 Essential Hone Services,
Di vision of Direct Energy
Mar keting Ltd.

provi nce-w de, Ont.

221 Greater Vancouver
District

Vancouver,

Regi onal

B.C

WAGE | NCREASES | N MAJOR AGREEMENTS -

Uni on

Intl. Bro. of Electrical Wrkers P
(AFL-CI Q' CLC)

(operating enpl oyees, technical

enpl oyees, plant and mai nt enance
enpl oyees)

Intl. Bro. of Electrical Wrkers P
(AFL-CI Q' CLC)

(plant and nmi ntenance

enpl oyees)

Cdn.
(a9
(out si de enpl oyees)

Uni on of Public Enpls. P

Cdn.
(a9
(i nside and outside enpl oyees)

Uni on of Public Enpls. P

Nat ural Gas Enpl oyees’ P
Associ ation (Independent-|ocal)
(plant and nmi ntenance

enpl oyees)

Communi cati ons, Energy and P
Paper wor kers Uni on of Canada

(a9

(utility workers, office

enpl oyees and technici ans)

Civic Service Union No. 52 P
(I ndependent - | ocal )
(of fice enpl oyees)

Conmmuni cati ons, Energy and P
Paper wor kers Uni on of Canada

(a9

(of fice enpl oyees and

techni ci ans)

Greater Vancouver Regional Dist. P
Enpls. Union (Independent-|ocal)
(operating enpl oyees,

construction enpl oyees)

Jur.

Col a

No. of
Enpl s.

700

500

770

500

19130

850

770

780

600

540

WD

Sett.
Dat e

20020927

20021202

20021221

20021221

20030211

20030430

20030214

20030621

20030312

Vage
Eff.
Dat e

20010101

20020401

20030201

20030201

20030101

20030101

20011230

20030401

20000401

Vage
Exp.
Dat e

20071231

20050331

20060131

20060131

20041231

20031231

20031227

20050331

20061231

Dur

84.0

36.0

36.0

36.0

33.0

24.0

12.0

23.9

24.0

81.0

Page:
Ave. 1st 2nd
Prev. Neg. Ann. Yr. YR
Wage Incr. Incr. Incr. Incr.
15. 56 4.1 4.1 2.1 8.2
16. 45 4.4 4.4 7.7 2.5
18. 48 3.0 3.0 3.0 3.0
17.00 3.0 3.0 3.0 3.0
17.90 2.4 2.4 2.4 2.5
14. 63 3.8 3.8 4.2 3.3
20. 25 3.1 3.1 3.1
12.87 4.0 4.0 4.0 4.0
13.53 3.0 3.0 3.0 2.9
17.00 2.6 2.6 4.1 0.0



Dat e of

Agt .
Nunber

1236104

0408708

0408809

0408909

0409009

0411608

0411707

0411510

2004

1285502

1234803

Study: 13 January 2010

SI C Enpl oyer and Location

221 Hydro One

provi nce-w de, Ont.

221 Hydro-Québec

province-wide, Que.

221 Hydro-Québec

province-wide, Que.

221 Hydro-Québec

province-wide, Que.

221 Hydro-Québec

province-wide, Que.

221 Manitoba Hydro

province-wide, Man.

221 Manitoba Hydro

province-wide, Man.

221 Manitoba Hydro-Electric Board
province-wide, Man.

Weighted Average

221 ATCO Electric
province-wide, Alta.

221 ATCO Gas
Edmonton, Alta.
Calgary, Alta.

WAGE | NCREASES | N MAJOR AGREEMENTS -

Uni on Jur. Cola
Cdn. Union of Public Enpls. P N
(a9

(of fice enployees, technica

enpl oyees, general tradesnen)

Synd. professionnel des P N
ingénieurs d"Hydro-Qc inc.
(Independent-natl.)

(engineers)

Cdn. Union of Public Empls. P N
(CLC)

(technical employees)

Cdn. Union of Public Empls. P N
(CLC)

(general tradesmen)

Cdn. Union of Public Empls. P N
(CLC)

(office employees)

Cdn. Union of Public Empls. P Y
(CLC)

(office employees, technical

employees)

Association of Manitoba Hydro P Y
Staff and Supervisory Employees
(Independent-local)

(office employees, supervisors)

Intl. Bro. of Electrical Workers P Y
(AFL-CI0/CLC)

(service and maintenance

employees)

Canadian Energy Workers® Assn P N
(Independent-local)

(linemen)

Natural Gas Employees” P N

Association (Independent-local)
(plant and maintenance
employees)

No. of
Enpl s.

3100

1490

2420

5890

5350

1030

550

2480

25850

620

1290

WD

Wage Vage
Sett. Eff. Exp
Dat e Dat e Dat e

20030509 20030401 20050331

20030522 20040101 20061231

W 20081231

20030522 20040101 20061231

W 20081231

20030522 20040101 20061231

W 20081231

20030522 20040101 20061231

W 20081231

20031020 20030327 20060322

20030911 20030327 20060322

20031020 20030522 20060531

20041208 20050101 20071231

20041201 20050101 20061231

Dur

24.0

36.0

36.0

36.0

36.0

35.8

35.8

36.3

33.8

36.0

24.0

Page: 8
Ave. 1st 2nd 3rd
Prev. Neg. Ann. Yr. YR Yr.
Vage Incr. Incr. Incr. Incr. Incr.
20. 80 3.0 3.0 3.0 3.0
23.94 2.0 2.0 2.0 2.0 2.0
18.30 2.0 2.0 2.0 2.0 2.0
18.09 2.0 2.0 2.0 2.0 2.0
23.02 2.0 2.0 2.0 2.0 2.0
13.57 2.1 2.8 3.0 3.3 1.9
20.97 2.0 2.7 3.0 3.0 1.9
16.89 2.0 2.6 3.0 3.0 1.9
19.22 2.3 2.4 2.5 2.4 2.1
11.87 2.5 2.5 2.5 2.5 2.5
15.76 3.2 3.2 3.4 3.1



WAGE | NCREASES | N MAJOR AGREEMENTS - WD

Date of Study: 13 January 2010 Page: 9
Wage Wage Ave. 1st 2nd 3rd

Agt . No. of Sett. Eff. Exp. Prev. Neg. Ann. Yr. YR Yr.
Nunber SI C Enpl oyer and Location Uni on Jur. Cola Enpls. Date Dat e Dat e Dur \Wage Incr. Incr. Incr. Incr. Incr.
1234903 221 ATCO Gas Nat ural Gas Enpl oyees’ P N 540 20041215 20050101 20061231 24.0 12.60 2.6 2.6 2.6 2.6

Ednonton, Alta. Associ ation (Independent-|ocal)

Cal gary, Ata. (of fice enpl oyees)
1283302 221 Bruce Power LP, General Partner Cdn. Union of Public Enpls. P Y 2480 20040810 20040101 20061231 36.0 17.26 3.0 3.0 3.0 3.0 3.0

Bruce Power Inc. (CLO)

provi nce-w de, Ont. (general tradesnmen, office

enpl oyees)

1320201 221 Bruce Power LP, General Partner Soci ety of Energy Professionals P N 810 20040220 20040101 20041231 12.0 22.00 4.0 4.0 4.0

Bruce Power Inc. (I ndependent -natl.)

Toronto, Ont. (scientific and other

prof essi onal enpl oyees)

1261503 221 Enbridge Gas Distribution Conmmuni cati ons, Energy and P N 770 20040114 20040101 20061231 36.0 20.87 3.0 3.0 3.0 3.0 3.0
provi nce-w de, Ont. Paper wor kers Uni on of Canada
(a9
(utility workers, office
enpl oyees and technici ans)
1100804 221 Epcor Uilities Inc. Civic Service Union No. 52 P N 910 20040909 20031228 20061223 35.8 13.92 3.4 3.4 3.5 3.5 3.0
Ednonton, Alta. (1 ndependent - | ocal )
(of fice enpl oyees)
1100904 221 Epcor WUilities Inc. Intl. Bro. of Electrical Wrkers P N 650 20040916 20031228 20061223 35.8 20.37 3.3 3.3 3.5 3.5 3.0
Ednonton, Alta. (AFL-Cl O CLO)
(utility workers)
1285002 221 New Brunswi ck Power Corporation Intl. Bro. of Electrical Wrkers P N 700 20041018 20080101 20101231 36.0 20.66 2.5 2.5 3.5 4.0 0.0
provi nce-w de, N.B. (AFL-Cl O CLO)
(operating enpl oyees, technical
enpl oyees, plant and mai nt enance
enpl oyees)
1284802 221 New Brunswi ck Power Generation Intl. Bro. of Electrical Wrkers P N 540 20041215 20050101 20061231 24.0 12.79 2.5 2.5 2.5 2.5
Cor por ati on (AFL-Cl O CLO)
provi nce-w de, N.B. (operational enployees,
techni cal enpl oyees)
1256202 221 Ontario Power Generation Inc. Soci ety of Energy Professionals P N 900 20040322 20040101 20041231 12.0 24.51 3.0 3.0 3.0

provi nce-w de, Ont. (I ndependent -natl.)
(scientific and other
prof essi onal enpl oyees,
admi ni strative services
enpl oyees)



Dat e of

Agt .
Nunber

1256203

1256302

1256303

2005

0412810

0412909

1320202

1261304

Study: 13 January 2010

SI C Enpl oyer and Location

221

221

221

22

[y

22

[y

221

221

Ontario Power
provi nce-w de,

Ontario Power
provi nce-w de,

Ontario Power
provi nce-w de,

Generation Inc.
Ont.

Generation Inc.
Ont.

Generation Inc.
Ont.

Wei ghted Aver age

British Col unbia Hydro and Power

Aut hority
provi nce-w de,

B.C

British Col unbia Hydro and Power

Aut hority

provi nce-w de, B.C.

Bruce Power LP, Ceneral Partner
Bruce Power Inc.

Toronto, Ont.

Essential Hone Services,

Di vi sion of Di
Mar keting Ltd.
provi nce-w de,

rect Energy

Ot .

WAGE | NCREASES | N MAJOR AGREEMENTS -

Uni on
Intl. Fedn. of Professional &
Techni cal Engi neers

(AFL-CI Q' CLC)
(scientific and other
prof essi onal enpl oyees,
admi ni strative services
enpl oyees)

Soci ety of Energy Professionals
(I ndependent -nat|.)

(scientific and other

prof essi onal enpl oyees,

admi ni strative services

enpl oyees)
Intl. Fedn. of Professional &
Techni cal Engi neers

(AFL-CI Q' CLC)
(scientific and other
prof essi onal enpl oyees,
admi ni strative services
enpl oyees)

Intl. Bro. of Electrical Wrkers
(AFL-CI Q' CLC)
(utility workers,

enpl oyees)

power house

Canadi an Office and Professional
Enpl oyees Uni on (CLC)

(of fice enployees, technical
enpl oyees)

Intl. Fedn. of Professional &
Techni cal Engi neers
(AFL-CI Q' CLC)

(scientific and other

prof essi onal enpl oyees)

Communi cati ons, Energy and
Paper wor kers Uni on of Canada
(a9

(of fice enployees and

techni ci ans)

Jur.

P

P

No. of
Enpl s.

900

2100

2100

15310

1500

2700

840

610

WD
Wage Vage
Sett. Eff. Exp.
Dat e Dat e Dat e

20041209 20050101 20051231

20040322 20040101 20041231

20041209 20050101 20051231

20050516 20050401 20060331

20050706 20050401 20060331

20050215 20050101 20091231

20050629 20050401 20070331

Prev.
Dur Wage

12.0 25.25
12.0 24.51
12.0 25.25
23. 20. 10
12. 19. 24
12. 14. 34
60. 32.78
24. 14. 35

Ave.
Ann.
Incr.

1st
Yr.
Incr.

Page:

2nd
YR
Incr.

10

3rd
Yr.
Incr.



Date of Study: 13 January 2010

Agt .
Nunmber SI C Enpl oyer and Location
1236105 221 Hydro One Inc.

provi nce-w de, Ont.

1256404 221 Hydro One Inc.

provi nce-w de, Ont.

1284902 221 New Brunswi ck Power
(Custoner Service Corporation)
provi nce-w de, N.B.
1256204 221 Ontario Power Ceneration Inc.
provi nce-w de, Ont.

1256304 221 Ontario Power Ceneration Inc.

provi nce-w de, Ont.

0879506 221 SaskEnergy | ncorporated

provi nce-w de, Sask.

0411908 221 SaskPower

provi nce-w de, Sask.

0412008 221 SaskPower

provi nce-w de, Sask.

Di stribution

WAGE | NCREASES | N MAJOR AGREEMENTS - WD

Uni on Jur.
Cdn. Union of Public Enpls. P
(a9

(of fice enployees, technical

enpl oyees, general tradesnen)

Intl. Fedn. of Professional & P
Techni cal Engi neers

(AFL-CI Q' CLC)
(scientific and other
prof essi onal enpl oyees,
admi ni strative services
enpl oyees)

Intl. Bro. of Electrical Wrkers P
(AFL-CI Q' CLC)

(custoner service enpl oyees)

Intl. Fedn. of Professional & P
Techni cal Engi neers

(AFL-CI Q' CLC)

(scientific and other

prof essi onal enpl oyees,

admi ni strative services

enpl oyees)
Intl. Fedn. of Professional & P
Techni cal Engi neers

(AFL-CI Q' CLC)
(scientific and other
prof essi onal enpl oyees,
admi ni strative services
enpl oyees)

Conmmuni cati ons, Energy and P
Paper wor kers Uni on of Canada

(a9

(office enployees, field

enpl oyees)

Conmmuni cati ons, Energy and P

Paper wor kers Uni on of Canada

(a9

(administrative services

enpl oyees)

Intl. Bro. of Electrical Wrkers P

(AFL-CI Q' CLC)
(plant and nmi ntenance
enpl oyees)

Col a

Y

Vage
No. of Sett. Eff.
Enpls. Date Dat e

3860 20050324 20050401

780 20051222 20050401

600 20051115 20060101

900 20051222 20060101

2100 20051222 20060101

830 20050714 20040201

700 20050826 20040201

1340 20050106 20040101

Vage
Exp.
Dat e

20080331

20080331

20071231

20101231

20101231

20070131

20070131

20061231

Prev.

36.0 22.06

36.0 25.63

24.0 15.63

60.0 26.02

60.0 26.02

36.0 15.84

36.0 13.54

36.0 17.54

Incr.

Incr.

Page:

2nd
YR

Incr.

11

3rd

Incr.



Date of Study: 13 January 2010

Agt .
Nunber

1187604

1187704

2006

1234904

0412811

0412910

1387601

0408709*

0408810*

0408910*

0409010*

SI C Enpl oyer and Location

221

22

[y

221

22

[y

22

[y

221

221

221

221

221

Toronto Hydro
Toronto, Ont.

Toronto Hydro
Toronto, Ont.

Wei ghted Aver age

ATCO Gas & Pipelines Ltd.
Ednonton, Alta.
Cal gary, Ata.

British Col unbia Hydro and Power
Aut hority
provi nce-w de, B.C.

British Col unbia Hydro and Power
Aut hority
provi nce-w de, B.C.

Enmax Cor por ati on
Cal gary, Ata.

Hydro-Québec
province-wide, Que.

Hydro-Québec
province-wide, Que.

Hydro-Québec
province-wide, Que.

Hydro-Québec
province-wide, Que.

WAGE | NCREASES | N MAJOR AGREEMENTS - WD

Uni on

Cdn. Union of Public Enpls.
(ao
(out si de enpl oyees)

Cdn. Union of Public Enpls.

(ao
(sal ari ed enpl oyees)

Nat ural Gas Enpl oyees’

Associ ation (Independent-|ocal)

(of fice enployees, technical
enpl oyees)

Intl. Bro. of Electrical Wrkers

(AFL-ClI Q' CLC)
(utility workers, powerhouse
enpl oyees)

Canadi an Office and Professional

Enpl oyees Uni on (CLC)
(of fice enployees, technical
enpl oyees)

Cdn. Union of Public Enpls.
(a9

(of fice enpl oyees, technical
enpl oyees)

Synd. professionnel des
ingénieurs d"Hydro-Qc inc.
(Independent-natl.)
(engineers)

Cdn. Union of Public Empls.
(CLC)
(technical employees)

Cdn. Union of Public Empls.
(CLC)
(general tradesmen)

Cdn. Union of Public Empls.
(CLC)
(office employees)

Jur.

P

Col a

z

z

No. of
Enpl s.

Sett.
Dat e

Wage
Eff.
Dat e

Vage
Exp.
Dat e

770 20051220 20060201 20090131

500

18030

550

1600

1540

540

1490

2420

5890

5350

20051220 20060201 20090131

20061214

20060327

20060317

20060608

20060628

20060628

20060628

20060628

20070101

20060401

20060401

20060101

20070101

20070101

20070101

20070101

20081231

20100331

20100331

20081231

20081231

20081231

20081231

20081231

36.

36.

34.

24.

48.

48.

36.

24.

24.

24.

24.

Prev.
Wage

20.

18.

20.

13.

19.

15.

12.

25.

19.

19.

24.

19

58

38

27

62

73

73

41

42

20

43

Page:

2nd
YR

Incr.

12

3rd

Incr.



Date of Study: 13 January 2010

Agt .
Nunber e

1249603 221

0411511 221

0411609 221

0411708 221

1235903 221

1236003 221

0865306 221

0865407* 221

2007

1285503 221

Enpl oyer and Location

Hydro-Québec
province-wide, Que.

Manitoba Hydro
province-wide, Man.

Manitoba Hydro
province-wide, Man.

Manitoba Hydro
province-wide, Man.

Ontario Power Generation Inc.

province-wide, Ont.

Ontario Power Generation Inc.

province-wide, Ont.

Terasen Gas Inc.
province-wide, B.C.

Terasen Gas Inc.
province-wide, B.C.

Weighted Average

ATCO Electric
province-wide, Alta.

WAGE | NCREASES | N MAJOR AGREEMENTS - WD

Uni on Jur. Cola
Cdn. Union of Public Empls. P N
(CLC)

(scientific and other
professional employees)

Intl. Bro. of Electrical Workers P N
(AFL-CI0/CLC)

(service and maintenance

employees, linemen)

Cdn. Union of Public Empls. P N
(CLC)

(office employees, technical

employees)

Association of Manitoba Hydro P N

Staff and Supervisory Employees
(Independent-local)
(technical employees,

supervisors)

Cdn. Union of Public Empls. P Y
(CLC)

(office employees, general

tradesmen)

Cdn. Union of Public Empls. P Y
(CLC)

(office employees, general

tradesmen)

Intl. Bro. of Electrical Workers P N

(AFL-CI10/CLC)
(utility workers)

Canadian Office and Professional P N
Employees Union (CLC)

(office employees, technical

employees)

Canadian Energy Workers® Assn P N
(Independent-local)
(office employees, technical

No. of
Enpl s.

3400

2850

1180

640

4660

2280

530

500

35420

925

Wage Vage
Sett. Eff. Exp
Dat e Dat e Dat e Dur

20060607 20050101 20091231 60.0

20060919 20060601 20090527 35.9

20060914 20060323 20090318 35.8

20060905 20060323 20090318 35.8

20060302 20060401 20090331 36.0

20060302 20060401 20090331 36.0

20060905 20060401 20110331 60.0

20061018 20061001 20070331 6.0

34.0

20071120 20080101 20091231 24.0

Prev.
Wage

17.

18.

14.

22.

24.

18.

21.

16.

20.

12.

94

26

67

67

28

76

929

19

30

78

1st
Yr.
Incr.

0.5

Page:

2nd
YR
Incr.

2.0

13

3rd
Yr.
Incr.

2.0



Dat e of

Agt .
Nunber

1234804

1283303

1261504

1100805

1100905

1261305

1256405

1284803

0408110

Study: 13 January 2010

SIC

221

221

22

[y

221

221

221

221

221

221

Enpl oyer and Location

ATCO Gas
Ednont on,
Cal gary,

Ata.
Ata.

Bruce Power Par t ner
Bruce Power

provi nce-w de,

LP, General
I nc.
Ont.

Enbridge Gas Distribution
provi nce-w de, Ont.

Epcor Utilities Inc.
Ednonton, Alta.

Epcor Utilities Inc.
Ednonton, Alta.

Essential Hone Services,

division of Direct Energy
Mar keting Ltd.

provi nce-w de, Ont.

Hydro One Inc.

provi nce-w de, Ont.

New Brunsw ck Power Generation
Cor por ati on

provi nce-w de, N.B.

Nova Scotia Power |ncorporated
provi nce-w de, N.S.

enpl oyees, trade enpl oyees)
WAGE | NCREASES | N MAJOR AGREEMENTS - WD
Page:
Wage Wage Ave. 1st 2nd
No. of Sett. Eff. Exp. Prev. Neg. Ann. Yr. YR
Uni on Jur. Cola Enpls. Date Dat e Dat e Dur \Wage Incr. Incr. Incr. Incr.
Nat ural Gas Enpl oyees’ P N 1290 20070905 20070101 20081231 24.0 16.80 4.4 4.4 4.2 4.
Associ ation (Independent-|ocal)
(plant and nmi ntenance
enpl oyees)
Cdn. Union of Public Enpls. P Y 2600 20070107 20070101 20091231 36.0 20.76 3.2 3.2 3.2 3.
(a9
(general tradesnmen, office
enpl oyees)
Communi cat i ons, Energy and P N 810 20070125 20070101 20081231 24.0 22.81 3.0 3.0 3.0 3.
Paper wor kers Uni on of Canada
(a9
(utility workers, office
enpl oyees and technici ans)
Civic Service Union No. 52 P N 940 20070722 20061224 20101225 48.0 15.36 5.1 5.1 4.8 5.
(I ndependent - | ocal )
(of fice enployees, technical
enpl oyees)
Intl. Bro. of Electrical Wrkers P N 800 20070605 20061224 20091221 35.9 22.47 5.0 5.0 4.8 5.
(AFL-CI Q' CLC)
(utility workers)
Communi cati ons, Energy and P N 600 20070615 20070401 20090331 24.0 15.16 3.0 3.0 3.0 3.
Paper wor kers Uni on of Canada
(a9
(office enpl oyees and
techni ci ans)
Intl. Fedn. of Professional & P Y 800 20070629 20080401 20130331 60.0 28.01 2.8 2.8 3.0 3.
Techni cal Engi neers
(AFL-CI Q' CLC)
(scientific and other
prof essi onal enpl oyees,
admi ni strative services
enpl oyees)
Intl. Bro. of Electrical Wrkers P N 500 20070205 20070101 20111231 60.0 13.44 3.3 3.3 3.1 2.
(AFL-CI Q' CLC)
(operating enpl oyees, technical
enpl oyees)
Intl. Bro. of Electrical Wrkers P N 800 20070810 20070801 20120331 56.0 22.52 3.0 3.0 2.5 3.

(AFL-CI Q' CLC)
(utility workers, service and
nai nt enance enpl oyees)

14

3rd

Incr.



Dat e of

Agt .
Nunber

0879507

0411909

0412009

0865408

2008

1387602

0416407

1236106

0408811

Study: 13 January 2010

SIC

221

221

221

221

221

221

221

221

Enpl oyer and Location

SaskEner gy | ncor porated
provi nce-w de, Sask.

SaskPower

provi nce-w de, Sask.

SaskPower

provi nce-w de, Sask.

Terasen Gas | nc.
provi nce-w de, B.C.

Wei ght ed Aver age

Enmax Cor por ati on
Cal gary, Ata.

Greater Vancouver Regional
District
Vancouver, B.C.

Hydro One Inc.

provi nce-w de, Ont.

Hydro-Québec
province-wide, Que.

WAGE | NCREASES | N MAJOR AGREEMENTS -

Uni on

Communi cati ons, Energy and
Paper wor kers Uni on of Canada

(ao
(of fice enpl oyees, technical
enpl oyees, field enployees)

Communi cati ons, Energy and
Paper wor kers Uni on of Canada
(a9

(of fice enpl oyees,
enpl oyees)

techni cal

Intl. Bro. of Electrical Wrkers
(AFL-CI Q' CLC)
(utility workers,

enpl oyees)

power house

Canadi an Office and Professional
Enpl oyees Uni on (CLC)

(of fice enployees, technical
enpl oyees)

Cdn. Union of Public Enpls.
(a9

(of fice enployees, technical
enpl oyees)

Greater Vancouver Regional Dist.

Enpls. Union (Independent-|ocal)
(operating enpl oyees,
construction enpl oyees,

techni cal and mai ntenance

enpl oyees)

Cdn.

(a9
(of fice enpl oyees,
enpl oyees, general

Uni on of Public Enpls.

techni cal
tradesnen)

Cdn.
(CLC)

Union of Public Empls.

No. of
Enpl s.

800

740

1340

500

13445

650

600

3470

2160

WD

Sett.
Dat e

20070604

20070731

20070530

20071116

20081218

20080808

20080411

20080512

Vage
Eff.
Dat e

20070201

20070201

20070101

20070401

20090101

20070101

20080401

20090101

Vage
Exp.
Dat e

20100131

20091231

20091231

20120331

20101231

20111231

20110331

20131231

36.0

35.0

36.0

60.0

37.9

24.0

60.0

36.0

60.0

Page: 15
Ave. 1st 2nd 3rd
Prev. Neg. Ann. Yr. YR Yr.
Wage Incr. Incr. Incr. Incr. Incr.
16. 86 4.1 4.1 4.1 4.0 4.1
13.76 4.1 4.1 8.1 4.0 0.0
19.21 4.6 4.6 5.7 4.0 4.0
16. 65 2.8 2.8 2.5 3.0 3.0
18. 77 3.9 3.9 4.1 3.9 3.5
14. 47 5.9 5.9 7.7 4.0
20. 22 3.5 3.5 3.0 3.0 3.5
24.34 3.0 3.0 3.0 3.0 3.0
20.20 2.0 2.0 2.0 2.0 2.0



0408911 221 Hydro-Québec

province-wide, Que.

Date of Study: 13 January 2010

Agt.
Number

0409011

1249604

1284903

2009

1234805

1234905

1283304

1320203

1261505

SIC

221

221

221

221

221

221

221

221

Employer and Location

Hydro-Québec
province-wide, Que.

Hydro-Québec
province-wide, Que.

New Brunswick Power Corporation
province-wide, N.B.

Weighted Average

ATCO Gas, division of ATCO Gas
and Pipelines Ltd.

Edmonton, Alta.

Calgary, Alta.

ATCO Gas, division of ATCO Gas
and Pipelines Ltd.

Edmonton, Alta.

Calgary, Alta.

Bruce Power L.P., General
Partner Bruce Power Inc.
province-wide, Ont.

Bruce Power L.P., General
Partner Bruce Power Inc.
Toronto, Ont.

Enbridge Gas Distribution
province-wide, Ont.

(technical enpl oyees)
Cdn.

(CLC)
(general tradesmen)

Union of Public Empls. P

WAGE INCREASES

Union

Cdn.
(CLC)
(office employees)

Union of Public Empls. P

Cdn.
(CLC)
(scientific and other
professional employees)

Union of Public Empls. P

Intl. Bro. of Electrical Workers P
(AFL-CI0/CLC)
(customer service employees)

Natural Gas Employees” P
Association (Independent-local)
(plant and maintenance

employees)

Natural Gas Employees” P
Association (Independent-local)
(office employees, technical
employees)

Cdn.
(CLC)
(general tradesmen, office
employees)

Union of Public Empls. P

Intl. Fedn. of Professional & P
Technical Engineers

(AFL-CI0/CLC)

(scientific and other

professional employees)

Communications, Energy and P
Paperworkers Union of Canada

(CLC)

(utility workers, office

employees and technicians)

Jur.

N

Cola

5060 20080512 20090101 20131231

IN MAJOR AGREEMENTS - WID

Wage
Eff.
Date

Wage
Exp.
Date

No. of Sett.
Empls. Date

4120 20080512 20090101 20131231

3500 20080501 20100101 20141231

W 20141231

600 20080208 20080101 20121231

20160

1250 20090204 20090101 20101231

500

20090204 20090101 20101231

2360

20090806 20100101 20101231

850 20090807 20100101 20101231

750 20090329 20090101 20101231

60.0

Dur

60.0

60.0

60.0

54.7

24.0

24.0

12.0

12.0

24.0

19.98 2.0 2.0 2.0 2.0 2.0
Page: 16

Ave. 1st 2nd 3rd

Prev. Neg. Ann. Yr. YR. Yr.

Wage Incr. Incr. Incr. Incr. |Incr.

19.64 2.0 2.0 2.0 2.0 2.0

19.52 1.6 1.6 2.0 2.0 2.0

16.58 3.3 3.3 3.0 3.0 3.0

20.33 2.3 2.3 2.4 2.3 2.3

18.30 5.1 5.1 5.2 5.0

14.45 5.1 5.1 5.3 5.0

22.78 3.0 3.0 3.0

37.65 3.0 3.0 3.0

24.19 3.0 3.0 3.0 3.0



1261306 221 Essential Home

Servi ces,

division of Direct Energy

Mar keting Ltd.
provi nce-w de,

Ot .

Date of Study: 13 January 2010

Agt.

Nunmber SI C Enpl oyer and Location

0411709 22

[y

Mani t oba Hydro
provi nce-w de,

1235904 221 Ontario Power Ceneration Inc.

provi nce-w de,

1236004 221 Ontario Power Ceneration Inc.

provi nce-w de,

1187605 22

[y

Man.

Ot .

Ot .

Toronto Hydro-El ectric System

Ltd. Toronto Hydro Energy

Servi ces
Toronto, Ont.

Wei ght ed Aver age

* Result of a wage reopener.
W Agt. expiry date.

Communi cat i ons, Energy and
Paper wor kers Uni on of Canada
(a9

(of fice enployees and

techni ci ans)

530 20090629 20090401 20110331 24.0 16.08

WAGE | NCREASES | N MAJOR AGREEMENTS - WD

Uni on

Associ ation of Manitoba Hydro
Staff and Supervisory Enpl oyees
(I ndependent - | ocal )

(technical enpl oyees,

supervi sors)

Cdn. Union of Public Enpls.
(a9

(of fice enpl oyees,
tradesnen)

general

Cdn. Union of Public Enpls.
(a9

(of fice enpl oyees,
tradesnen)

general

Cdn. Union of Public Enpls.
(a9
(out si de enpl oyees)

Vage Vage
No. of Sett. Eff. Exp.
Enpls. Date Dat e Dat e

750 20091003 20090319 20121231

5310

2400

800 20090106 20090201 20140131

15500

20090415 20090401 20120331

20090415 20090401 20120331

45. 4

36.0

36.0

60.0

30.4

Prev.
Wage

24.42

26. 53

20. 50

22.28

23.79

3.0

Neg.
Incr.

Ave.
Ann.
Incr.

1st
Yr.
Incr.

Page:

2nd
YR
Incr.

17

3rd
Yr.
Incr.
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Filed: August 16, 2010
EB-2010-0002

Exhibit |

Tab 1

Schedule 58

Page 1 of 1

Ontario Energy Board (Board Staff) INTERROGATORY #58 List 1

Interrogatory

Issue 3.3 Are the 2011/12 Human Resources related costs (wages, salaries,
benefits, incentive payments, labour productivity and pension costs)
including employee levels appropriate? Has Hydro One demonstrated
improvements in efficiency and value for dollar associated with its
compensation costs?

Ref. Exhibit C1/Tab3/Sch2/p. 17

Hydro One quotes a wage increase forecast in the Mercer study for 2010 to be 3.5%
and compares this to the 3% economic increases negotiated by PWU and Society
for 2010. Are these figures strictly comparable as they do not include progression
through the ranks increases for the PWU and the Society?

Response

These figures are comparable for the majority of employees represented by the PWU and
Society. Although the 3% economic increase does not account for wage progressions,
past experience (i.e. 2007) indicates that only 15% of the PWU population is actually
eligible for progressions. For Society-represented employees, approximately 57% of the
population was eligible in 2008; however, the number of PWU-represented employees is
approximately four times greater than the number of Society employees.
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Filed: August 16, 2010
EB-2010-0002

Exhibit |

Tab 1

Schedule 59

Page 1 of 1

Ontario Energy Board (Board Staff) INTERROGATORY #59 List 1

Interrogatory

Issue 3.3 Are the 2011/12 Human Resources related costs (wages, salaries,
benefits, incentive payments, labour productivity and pension costs)
including employee levels appropriate? Has Hydro One demonstrated
improvements in efficiency and value for dollar associated with its
compensation costs?

Ref. Exhibit C1/Tab3/Sch2/p. 17

When Hydro One quotes the average wage increase from 1999 to 2009 from the
above mentioned study to be 3.2% per year, and then indicates that the comparable
PWU and Society figures are 3.35% and 3.0%, does this include all aspects of the
wage? ie, base inflationary increase plus progression through the ranks? Please
confirm that the two percentage changes are strictly comparable.

Response

The percentage increase used in the Wage Tabulation study and the comparable PWU
and Society figures reflect negotiated wage increases only and do not include other
factors that could impact wages. Therefore, the two percentage changes are comparable.
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Ontario Energy Board (Board Staff) INTERROGATORY #60 List 1

Interrogatory

Issue 3.3 Are the 2011/12 Human Resources related costs (wages, salaries,
benefits, incentive payments, labour productivity and pension costs)
including employee levels appropriate? Has Hydro One demonstrated
improvements in efficiency and value for dollar associated with its
compensation costs?

Ref. Exhibit C1/Tab3/Sch2/Appendix A

Hydro One indicates that an actuarial valuation of the pension plan as at December
31, 2009 will take place for submission to FSCO in September 2010. Are the
results of this valuation currently available? Does Hydro One expect that there will
be significant changes in pension costs as a result of the updated valuation?

Response

The actuarial valuation, which is being performed by the pension plan’s actuary, Mercers,
was approved by Hydro One’s Board of Directors on August 12, 2010 and will be filed
with the Financial Services Commission of Ontario in September 2010. The valuation
results indicate that Hydro One will have to contribute approximately $140 million into
the pension plan starting in 2010. The contributions represent an increase of about $26
million from the 2011 planned level of $114 million, and $22 million from the 2012
planned level of $118 million, originally noted in Exhibit C1, Tab 3, Schedule 2,
Appendix A. A summary from Mercer is provided as Attachment 1.
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2010 Required Contribution (000s)

2010
Total Current Service Cost (5.50%) $114,000
Estimated Required Employee ($23,000)
Contributions
Estimated Employer’s Current Service $91,000
Cost
Employer Current Service Cost as a 19.6%
Percentage of Member’'s Pensionable
Earnings
Going Concern Special Payments $48,000
Solvency Special Payments $0
Total 2010 Required Employer $139,000

Contributions




Going-Concern Position at December 31, 2009 (000s)

31/12/03 31/12/06 31/12/09
Valuation interest Rate 6.00% 6.00% 5.5%
Mortality Table UpPg4 UPg4 UP94
Generational Generational Generational
CPI/Salary {excluding merit) 2.25%/3.00% 2.50%/3.25% 2.25%/2.75%
Market Value of Assets' $3,940,000 $5,130,000 $4,346,000
Smoothing Adjustment $201,000 ($544,000) $425,000
Actuarial Value of Assets $4,141,000 $4,586,000 $4.771,000
Liabilities $4,309,000 $4,802,000 $5,206,000
Surplus/(Deficit) with Asset Smoothing {$168,000) {$216,000) {$435,000)
Surplus/(Deficit} without Asset Smoothing ($369,000) $328,000 ($860,000)
Total Current Service Cost $75,000 $87,000 $114,000
Estimated Employee Contributions ($15,000) {$17,000) {$23,000)
Estimated Employer Contributions $60,000 $70,000 $91,000
Going Concern Unfunded Liability Payments (Annual) $17,000 $24.000 $48,000"
Totai Employer Required Contribution $77,000 $94,000 $139,000

"With solvency smoothing




ind-up Position (000s)

Dec. 31, 2006

Dec. 31, 2009

Market Value of Assets $5,130,000 $4,346,000
Wind-Up Expense ($13,000) ($12,000)
Wind-up Assets $5,117,000 $4,334,000
Wind-Up Liabilities 35,820,000 $6,469,000
Wind-Up ($703,000) ($2,135,000)
Surplus/(Deficiency)

Transfer (Wind-up) Ratio 88% 67%




Solvency Position (000s)

Dec. 31, 2006

Dec. 31, 2009

Smoothing No Yes
Market Value of Assets $5,130,000 $4,346,000
Wind-Up Expense ($13,000) ($12,000)
Solvency Assets $5,117,000 $4,334,000
PV Special Payments $107,000 $216,000
Smoothing Adjustment N/A $425,000
Adjusted Solvency Assets $5,224,000 $4,975,000
Wind-Up Liabilities $5,820.000 $6,469,000
Excluded Liabilities (indexing) ($1,569,000) ($1,860,000)
Solvency Liabilities $4,251,000 $4,609,000
Smoothing Adjustment N/A ($118,000)
Adjusted Solvency Liabilities 34,251,000 $4,491,000
Solvency Surplus/(Deficiency) $973,000 $484,000




o
e




Going Concern Assumptions

Dec. 31, 2006

Dec. 31, 2009

Economic Assumptions
Discount Rate

Inflation

Salary Scale

YMPE

Demographic Assumptions
Mortality Table

Retirement Age &
Termination Scale

6.00%
2.50%
3.25% + PPM
3.50%

UP94 Generational

Tables

5.50%
2.25%
2.75% + PPM
3.25%

UP94 Generational

Tables




Up/Solvency Assumptions

Dec. 31, 2006

Dec. 31, 2009

Mortality Rates
Lump Sum

Annuity Purchase
Solvency Rates

Transfer Value Rates
Annuity Purchase

Wind- Up Discount Rates

Transfer Value
Annuity Purchase

Termination Expenses

UP 94 projected
to 2015
UP 94 projected
to 2015

4.75%/4.75%
4.60%

2.25%/2.25%
4.60% with
inflation

increase of 2.44%

0.25% of assets

UP 94 projected
to 2020
UP 94 projected
to 2015

4.66%/5.46%
4.57%

2.10%/2.70%
1.53%

0.25% of assets
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Ontario Energy Board (Board Staff) INTERROGATORY #61 List 1

Interrogatory

Issue 3.3 Are the 2011/12 Human Resources related costs (wages, salaries,
benefits, incentive payments, labour productivity and pension costs)
including employee levels appropriate? Has Hydro One demonstrated
improvements in efficiency and value for dollar associated with its
compensation costs?

Ref. Exhibit C1/Tab3/Sch2/Appendix A

Under Pension Plan Governance and Performance, Hydro One cites the
outperformance regarding passive market indices from 2001 to 2009, by 0.17% and
the plan’s 61% percentile ranking since inception. Is Hydro One concerned with the
pension plan performance? Has Hydro One taken any steps to improve plan
performance going forward?

Response

In the period from June 29, 2001, (the Fund’s inception date) to December 31, 2007, the
Fund outperformed its benchmark return by 0.52% and ranked in the 21st percentile.
However, the recent financial and liquidity crisis hampered the ability of investment
managers such as those utilized by the Hydro One Pension Fund to outperform
benchmarks. We continually monitor the performance of these managers and will
replace any unable to meet the mandate for which they were hired. In 2009 and 2010,
changes were made with some of the Fund’s investment managers to improve
performance going forward

Pension Fund percentile rankings are both volatile and end date sensitive. For the period
from June 29, 2001 (the Fund’s inception date) to December 31, 2007, the Fund’s
percentile ranking has ranged between the 4™ and 96" percentile. Overall, the Fund has
ranked better than median about 62% of the time.

Ideally, Hydro One would prefer to see the Fund’s performance ranked median or above
among similar plans in Canada over the long term. However, the percentile ranking of a
pension plan is influenced more by the differences in its asset mix, which is determined
by the long term strategic decision of plan specific factors, than the ability of its
investment managers to outperform benchmarks. As a result, comparability of returns
among plans is limited due to differences in asset mix. For example, Hydro One’s real
return bond allocation used to match inflation sensitive liabilities is about 15%, notably
higher than the majority of pension plans which do not have similar liabilities linked to
inflation and as a result have a higher allocation to nominal bonds. In 2008, a significant
factor resulting in the ranking amongst other plans was due to the real return bond
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allocation.  Specifically, the DEX real return bond index returned 0.42% and
underperformed nominal bonds (DEX Universe bond index) which returned 6.41%.
However in 2009, the Fund’s rank improved significantly and was mainly due to the
outperformance in real return bonds (DEX real return bond index returned 14.50% and
outperformed nominal bonds which returned 5.41%). The higher allocation to real return
bonds is plan specific and will improve ranking amongst other funds in periods in which
real return bonds outperform nominal bonds but detrimental during periods such as 2008
when they underperform. More importantly, the allocation to real return bonds is a match
to the Fund’s liabilities and helps reduce overall contribution volatility.

Hydro One periodically conducts asset mix studies to determine whether its current asset
mix continues to be appropriate to meet its objectives. We plan to conduct such a study
in 2010.
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Ontario Energy Board (Board Staff) INTERROGATORY #62 List 1

Interrogatory

Issue 3.4 Are the OM&A development costs allocated to the “IPSP and Other
Preliminary Planning Costs” deferral account for 2009, 2010, 2011
and 2012 appropriate?

Ref. Exhibit C1/Tab2/Sch4/p. 7

Development to Support the Green Energy and Green Economy Act. Table 1 on page 10
shows a number of projects for which development O&M costs are recorded. In addition
on page 11, a number of other projects are lists as eligible for the deferral account but
have not attracted development funds. Please provide the reasons for each of these 11
projects not progressing within the test years?

Response

1. Transmission Line — Thunder Bay Area: Birch x Lakehead
The OPA is currently reassessing the needs for this area. Until advice from the OPA
is received, Hydro One is not proceeding with development work at this time.

2. Major Transmission — Manitoba Border x Southern Ontario
Hydro One does not foresee any significant power purchase agreements to warrant
development work at this time.

3. Bruce Peninsula Enabler Line
Funding was not included in 2011/12 because this enabler line was not identified in
the Minister’s Letter to Hydro One dated September 21, 2009.

4. New 500/230kV Oshawa Area TS
Hydro One understands that the earliest retirement of Pickering B is in 2016 and that
OPG is considering “Continued Operation” of the Pickering B units and therefore
Hydro One feels development work can be delayed. If conditions change there could
be a need for development work in 2011 and/or 2012.

5. Northern York Transmission Reinforcement
The Generation option is proceeding; hence development work on the Transmission
option is no longer required as noted in EB-2008-0272 Exhibit C1, Tab2, Schedule 3,
page 7, Note 2.

6. Kitchener-Waterloo-Cambridge-Guelph (“KWCG”) Transmission Reinforcement
Hydro One understands from the OPA that load growth has declined in the area. The
OPA and LDCs are currently reassessing the needs for this area and hence until
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10.

11.

advice from the OPA is received Hydro One is not proceeding with development
work at this time.

230kV Transmission Line — Parkway x Richmond Hill

The Generation option is proceeding; hence development work on the Transmission
option is no longer required as noted in EB-2008-0272 Exhibit C1, Tab2, Schedule 3,
page 7, Note 2.

230kV Transmission Line — Richview x Manby

The Generation option is proceeding; hence development work on the Transmission
option is no longer required as noted in EB-2008-0272 Exhibit C1, Tab2, Schedule 3,
page 7, Note 2.

New Supply to City of Toronto
Reduced demand for electricity and the continued success of Conservation programs
have resulted in deferral of plans in this area.

115kV Leaside and Manby TS — Uprate Short Circuit Capability

These projects are proceeding as per the Minister’s Letter to Hydro One dated
September 21, 2009. The projects have been documented in Exhibit D1, Tab 3,
Schedule 3 as Project D12 and D13 respectively.

Milton Transformer Station

Hydro One understands from the OPA that the general load growth in the Western
GTA has not increased at the rate anticipated in EB-2008-0272 and hence
development work has been deferred. Depending on future load growth in this area
there may be a need for development work in 2012.
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Ontario Energy Board (Board Staff) INTERROGATORY #63 List 1

Interrogatory

Issue 3.6 Are the amounts proposed to be included in the 2011 and 2012
revenue requirements for income and other taxes appropriate?

Ref: Exhibit C/Tab7/Sch1/p1-7, Exhibit C/Tab2/Sch2

a) Please provide the 2009 tax return.

b) Please provide 2008 and 2009 Notice of Assessment and any Notice(s) of
Reassessment with respect to those years.

Response

a) The 2009 Hydro One Networks Income Tax return is attached as Attachment 1 to this
interrogatory response.

b) The Hydro One Networks 2008 Notice of Assessment dated July 20, 2009, is attached
as Attachment 2 to this interrogatory response. The 2009 Notice of Assessment has
not been received as yet.
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This form serves as a federal, provincial, and territorial corporafion income tax return, unless the corporation is m Do not use this area
located in Ortario (for tax years ending before 2008), Quebec, or Alberta. If the corporation is located in one of

these provinces, you have to file a separate provincial corporation refurs,

Patﬁs; sections, subsections, paragraphs, and subparagraphs mentioned on this return refer to the federal lncome Tax Act,

This return may contain changes that had not yet become law at the ime of printing.

Sehd one completed copy of this return, including schedules and the General Index of Financial Information (GIFT}, to your
tax centre or tax services office. You have to file the return within six months after the end of the corporation's tax year.

For more information see www.cra.ge.ca or Guide 74012, T2 Corporation — Income Tax Guide.

Agency da Canada T2 CORPORATION INCOME TAX RETURN Page 1 of 85

Exhibit I-1-63 87086 5821 RCO0O1
Attachment 1 -

~ identification
Tl 87086 5821 RCO001

Address of head office
Has'this address changed since the tast

time you filed your T2 refurn? ... ... .. m 1 Yes D 2 No

{f yes, complete lines 11 to 018.)
FEEN 483 Bay Street, 8th Floor

To which tax year does this return apply?

___ Taxyearstart - Tax year-end
[0} 2009-01-01 PPEl  2009-12-31
YYYY MM DD YYYY MM DD

Has there been an acquisition of conirol
to which subsection 249(4) applies since

the previous taxyear? ... ... .. m 1 Yes D 2No @ |

If yes, provide the date
‘ _South Tower n : confrofwas acquired ... ... m
City Province, territory, or state
. YYYY MM DD
k1 Toronto FEA on = the dat . p
Country {other than Canada} Postat code/Zip code s the date on line 061 a eem‘ed
. tax year-end in accordance with —
LR msG 2ps subsection 249(3.1)7 .. ... .. .. ... QU] 2 No

aing address (if different from head office address)
Has this address changed since the fast

time you fited your T2 return? . ... ... m 1 Yes D ZNo

{i yes, complete lines 021 to 028.)

City Province, territory, or stafe

Is the corporation a professional
corporation that is a member of —
apartnership? . ... ... . .- .- VoL

is this the first year of filing after:
ncorporation? .. ... e

2No ‘
Amalgamation? . ... .. ..o 071 2 No

If yes, compiete ines 030 to 038 and attach Schuie 24,

Country {other than Canada) Postal codelZip code

Location of books and records

i—jés the location of books and resords
changed since the last time you filed
GOUR T2 [EIUMP  — « e vveeeeene e e BER ives[ ] 2no

(I yes, complete lines (31 to 038.)

City Province territory, or state

Has there been a wind-up of a
subsidiary under section 88 during the
currenttax year? . ... ... ... ...
If yes, complete and attach Schedule 24,

Is this the final tax year
before amalgamation?

2No
Is this the final return up to

dissolution? . ................ 2 No

If an election was made under
section 267, state the functional —
currency used ... ... Vid:

Country (other than Canada) “.. Postal codelZip code

RN Type of corporation at the end of the tax year

Canadian-controlied Corperation controlted
1 private corporation {CCPC) 4 D by a public corporation
Other private Other corporation
2 D corperation 5 D (specify, below)

Public
N 3 D corporation

Is the corporation a resident of Canada?

X If no, give the country of residence on line
1¥es D 2 NGD 084 and complete and atach Schedule 97.

Is the non-resident corporation
claiming an exemption under

anincometax treaty? ... ........ [yl 1Yes D ZNo
if yes, complete and attach Schedule 91.

If-the type of corporation changed during
the tax year, provide the effective
date of the change.

T YYYY MM DD

If the corporation is exempt from tax under section 149,
tick one of the following boxes:

085 Exempt under paragraph 149(1)(e) or (1)
Exempt under paragraph 149(1)(j)

Exempt under paragraph 148{1)(t)

Exempt under other paragraphs of section 148

W b

0 | 993]

Do not use this area

Oy Y0

TZE (09)
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ONLOER filing.208 2009-12-31 Hydro One Networks inc.

010-07-29 10:66 87086 5821 RCOLO1
~ Attachments
Financial statement information: Use GIF] schedules 100, 128, and 141.
Schedules - Answer the following questions. For each Yes response, attach to the T2 return the schedule that applies.
' Yes Schedule
is'. the corporation retated 10 any Other COMPOTBHOMIE?  « v v v v v e e a i m e r s e 150 9 :
Is the corporation an associated CCPC? S I I 150 23
s the corparation an assoclated CCPE that is claiming the expenditure e 11 S 49
Does the corporation have any non-resident shareholders? ... .o vt g 19
Has the corporation had any transactions, including section 85 transfers, with its shareholders, officers, or employees,
other than fransactions in the ordinary course of business? Exclude nan-armvs tength transactions with non-residents 11
If you answered yes to the above question, and the ransaction was between corporations not dealing at arm's length, .
were all or substantially all of the assets of the transferor disposed of to the ransferee? . . it i v e e e e s e e N 44
Has the corporation paid any royalties, management fees, or other similar payments to residents of Canada? .. .. ..ol : 14
s the corporation claiming a deduction for payments to a type of employee beneflt plan? ... Lo 15
is the corporation claiming a loss or deduction from a tex shelter acquired after August 31, 18887 .. .. i e T5004
Is the corporation a member of a partnership for which a partnership identification number has been assigned? T5013
Did the corporation, a foreign affiliate contrelied by the corporation, or any other corporation or frust that did Ty
not deal at arm's Jength with the corporation have a beneficial interest in a non-resident discretionary trust? Lo
Did the corporation have any foreign affiliates during the Nt A A 16
Has the corporation made any payments to non-residents of Ganada under subsections 202(1} andfor 105(1)
of the federal Income Tax ReQUIBIIONST « o o oo i n e e s s
Has the corporation had any non-arm's length transactions with a non-resident? e e e
For private corporations: Does the corporation have any shareholders who own 10% or more of the corporation’s
common andfor preferred Shares? .. ... i 50
Has the corporation made payments to, or received amounts from, a retirement compensation plan arrangement during the year?
ls the net incomefioss shown on the financial statements different from the net incomerloss for income tax purposes? 1
Flas the corporation made any charitable donations; gifts to Canada, a province, or a teyritory;
gifts of cultural or ecological property; of gifts 0f MedCiNE? . .. 2 -
Has the corporation received any dividends or paid any taxable dividends for purposes of the dividend refund? £U5 3
Is‘ihecorporat'tonclaiminganytypeofiosses? ' 4
{5 the: corporation claiming a provincial or territoriad tax credit or does it have a permanent establishment -
in more than one JUAISTICHION? .. o v o v e s L 5
Has the corporation realized any capital gains or incurred any capital losses during the fax year? ... .. i o 20¢ 6
i} Is the corporation claiming the small business deduction and reperting income from: a} property (other than
dividends deductible on line 320 of the T2 refurn), b) a partnership, ¢} a foreign business, or d) a personal
senvices business; or i) is the corporation claiming the refundable portion OF Part HaX? v e v v e e m e e A 7
Does the corporation have any property that is eligible for capital cost allowance? ... ..o e : 8
Does the corporation have any property that is eligible capital PIOPEY? e e <l 10
Dees the corporation have any resource-related deTUCHONST ~ o v v ot i i e r e e : 12
Is the corporation claiming reserves of any KINA? ..o 1o 13
is the corporation ciaiming a patronage dividend BEAUCHONT v v e v e v e e e cmim e e e s s 211 16
Is the corporation a credit union claiming & deduction for allocations in proportion to borrowing or an additional deduction? 17
Is the corporation an invesiment corporation or a mutual fund Gorporation? .. e 8
Is the corporation carrying on business in Canada as a non-resident COrPOration? .o e e s 20 .
is the corporation claiming any federal o provincial foreign tax cregits, or any federal or provinchal logging fax credits? ... ... 3 21
Does the corporation have any Canadian manufacturing and processing profits? ... s 27
is the corporation claiming an investmeni tax oredif? ... o 31
|s the corporation claiming any scientific research and experimental development {(SRE&ED) expendHUres? ... .o 24 TE61
i the total taxable capital employed in Ganada of the corporation and its related corporations over $10,000,0007 . ...l e z
I‘;l.}he. fotal taxable capital employed in Canada of the corporation and its associated corporations over $10,000,0007 . ... ..o e o e .‘.
Is the corporalion ClAMINg @ SURBX CTEAI? .« o« v v oo mme s ob e s e s a7
t the corporation subject to gross Part VI tax on capital of financial instilutions? ... e e 38
is the corporation claiming & Part fax credit? ..o oo v e T 42
Is the corporation subject to Part V.1 tex on dividends received on taxable preferred shares or Part V1.1 tex on dividends paid? 43
s the corporation agreeing to a transfer of the fiability for Part VI aX? .o v e =40 45
is the corporation subject to Part 11 - Tobacco Manufacturers' surtax? . . . oo s e e e et e e e 249 46
For financial institutions: 1s the corporation a member of a related group of financial institutions with one or
more members subject 10 gross Part VItax? - .ot i e 39
|s the corporation claiming a Canadian film or video production tax credit refund? T3
i the corporation claiming a film or video preduction senices tax credit refund? T77
s the corporation subject to Part X111 tx? {Show your calculations on a sheet that you identify as Schedule 92,y ..o v oo e e ; 92
CORPORATE TAXPREP | TAXPREP DES SOCIETES - EPI3  VERSION 2010 V1.0 Fage 207 8
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ONI-OEB filing.209 2009-12-31 Hydro One Networks Inc.
016:07-29 10:56 87086 5821 RCO001

%é"Atfachments - continued from page 2

Yes Schedule
e A | T1M3AA
| T1134-B

Dld ﬁi,e corporation have any foreign affiliates thet are not controlled foreign affiiates?
Did the corporation have any controlied foreign affiliates?

Did the corporation own specified foreign property in the year with a cost amount over $100,0007 } TH1356
Did the corporation transfer or loan properfy to a NORTESIdENt HUSET o o v i e i e et s e e e e st ’ T1141
Did the corporation receive a distribution from or wes itindebted to a non-resident trustintheyear? . .. ..o e i i T1142
Has the corporation entered info an agreemerd to aliocate assistance for SR&ED carried outin Canada? .. ... o 262 T1145
Has the corporation entered into an agreement to transfer qualified expenditures incurred in respect of SREED contracts? ... ... T1146
Has the corporation entered into an agreement with other assaciated corporations for salary or wages of specified employees for SR&ED? 04 71174
Did the corporation pay taxable dividends (ather than capital gains dividends) in thetaxysar? ... a i 55
Has the corporation made an election under subsection 89(11) not to BEeaOOPC? L it e e T2002
Has the corporation revoked any previous election made under subsection BEI1)? . o e 267 T2002
Dia the corporation (CCPC or deposit insurance corporation {DIC)) pay eligible dividends, or did its o '
gohéral rate income pool (GRIP) change in e X YBAI?  « .. v v v o ve e r o e crae st 53 I
Did the corporation {other than a CCPG or DIC) pay eligible dividends, or did its tow rate income pool (LRIP) change in the tax year? 547

— Additional information - -

Did the corporation use the international Financial Reporting Standards (IFRS) when it prepared its financial statements? 2 No
is the corporation inactive? 2No

2No

Has the major business activity changed since the last return was fited? (enter ves for first-time filers)

W_hat is the corperation's major business activity? ... .o m
(Only complete if yes was entered at line 281)

2§'.ihe major business activity involves ihe resale of goods, show whether it is wholesale or retalt

Specify the principal product(s) mined, manufactured, YY) Electricity
sold, constructed, or services provided, giving the e

2 Retait ||

] 100.000 %

approximate percentage of the total revenue that each Yo
product or service represents. 289 %

Did the corporation immigrate to Canada during the tax year? ..o v v vcvin i 2 No
Did the corperation emigrate from Canada during the tax = S I SR . 2 No
Do you want to be considered as a quarterly instalment remitter if you are efigible? . ... o i n e e 29 2No

If the corporatien was eligible to remit instaiments on a guarterly basis for part of the tax year, provide
she date the corporation ceased to be efigible

M DD

,,,,,,,,,, 2951 1YeYsW{£] 2o ||

If the corperation's major business activily is construction, did you have any subcontractors during the tax year?

~ Taxable income

N};E 'i_ncome or (ioss) for incorme tax purposes from Schedule 1, financial statements, or GIFI. 77,473,522 A

Deduct: Charitable donations from Schedule2 . .. . v v i i
Gifts to Canada, a province, or a territory from Schedule 2
Cultural gifts from Schedule 2 . oo

Ecological gifts from Schedule 2 ... e e :

Gifts of medicine from Sehedtile 2« o v v e e ee e '
Texable dividends deductible under section 112 or 113, or subsection 138(8) '
FOM SChEBUIES o i i v e e e i e e e X

Part VI fax dedUclion * . o i e e e
Non-capital losses of previcus tax years from Scheduled ... ..o vvee e
Net capital losses of previous tax years from Scheduted ... ...
Restricted farm losses of previous tax years from Scheduled .. ... o0

Farm losses of previous tax years from Scheduled .. ... i e

Limited parinership losses of previous tax years from Schedule 4
Taxable capital gains or taxable dividends altccated from

.................

acontral Credit LNION  « v o o oo v e e m e s e e
Prospector's and grubstaker'sshares . ... oo i ;
Subtotal b 8
Subtotal (amount A minus amount B) (if negative, enter "0%) 77,473,522 C
Add: Section 110.5 additions or subparagraph 118(1)(a)(vii) additions . ... ..o v v r s e 5 D
Taxable income (amount © PIUS BMOUBED} v+ v v v v v e e et 77,473,522

income exempt under paragraph 148(1)L) .+ o« oo
Taxable income for a corporation with exempt income under paragraph 149(1)0) (fine 360 minus line 370) . ... ... .. 77,473,522 7
* This amount is equal to 3 times the Part V1.1 tax payable at line 724. .

i
A
i
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ONI-OEB filing.202 2009-12-31 Hydro One Networks Inc,
010-07-29 10:66 87088 5821 RCOO01

~ Small business deduction
Canadian-controlied private corporations {CCPCs) throughout the tax year

Income from active business carried oh in Canada from Schedule 7 .. ..o oot c i 400 76,403,201 A

Taxabte income from line 360, minus 10/3 of the amount on fine 632*, minus 3 times the amount on

line 636**, and minus any amount that, because of federal law, is exempt form Partltax. . ... ..o m 77,473,522 8

Calculation of the business limit:
Fbr all CCPCs, calculate the amount at fine 4 below.
400,000 x Number of days in the tax year before 2000 = ... 1
Number of days in the tax year 365
500,000 x Number of days in the tax year after 2008 365
Number of days in the tax year 365

il

500,000 2

Add amounts af lines 1 and 2 500,000 4

Business limit {see notes 1 and 2 below)

500,000 c

Notes: 1. For CCPCs that are not associated, enter the amount from fine 4 on line 410, However, if the corporation's
tax year is less than 51 weeks, prorate the amount from line 4 by the number of days in the tax year
divided by 365, and enter the result on line 410,
2. Eor associated CCPCs, use Schedute 23 to calculate the amount to be entered on line 410.

Buéiness limit reduction:
Amount C 500,000 x

1,746,047 S 77,602,089 E

11,250
Reduced bustness limit (amount C minus amount E) {if negative, enter "0") ... oo s e @

Small business deduction

Amount A, B, C,
or F whichever
is the least X Number of days in the tax year before January 1, 2008 X 16%

i

Number of days in the fax year 365

Amount A, B, C,
or'F whichever
is the least X Number of days in the tax year after December 31, 2007 365 X 17%

i

Number of days in the tax year 365
Total of amounts 5§ and 6 — enter online 8 m

* Caloulate the amount of foreign non-business income tax credit deductible on line 532 without reference to the refundable tax on the
CCPC's Investment incame (line 604) and without reference to the corporate tax reductions under section 123.4.

** Caleulate the amount of foreign business income tax credit deductible on line 636 without reference to the corporate fax reductions under section 123.4.
*+% { arge corporations ‘
» If the corporation fs not associated with any corporations in foth the current and the previous tax years, the amount to be entered at line 415 Is:
(Total taxable capital employed in Canada for the prier year minus $10,000,000) x 0.225%.
. * If the corporation is not associated with any corporations in the current tax year, but was associated in the previous tax year, the amount to be
entered at line 415 is: (Total taxable capitai employed in Canada for the current year minus $10,000,000) x 0.225%
s For corporations associated in the current tax year, see Schedule 23 for the special rules that apply.

CORPORATE TAXPREP f TAXPREP DES SOCIETES - EPI3  VERSION 2010 V1.0
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{ONI-OEB filing 209 2008-12-31
010-07-29 10:66

Hydro One Networks inc.
87086 5821 RC000G1

.
o

~'General tax reduction for Canadian-controlled private corporations
Canadian-controlled private corporations throughout the tax year

Amount QG from Part 13 0f Schedule 27 L o v i i it e e e e e
Amount used to calculate the credit union deduction from Schedule 17 . . ... L oo i
Apount from line 40C, 405, 410, or 425, whicheveris theleast .. ... . ... . o
Agoregate investment income fromfine 440 .. ... e
TOt A Of AMOUIS B IO F & e s ot it st e e e e e

Taxable income from e 380 L . . e e e e i e ek
Lesser of amounts Vand Y (line Z1) from Part @ of Schedule2? ... ... ... .. ool

1,076,321 F

1,070,321 p

77,473,522 ‘A

1,070,321 ¢

ASSUAt H 76,403,201 x Number of days in the tax year before January 1, 2008
A Number of days in the tax year

Number of days in the tax year after
Amount H 76,403,201 X Decermber 31, 2007, and before January 1, 2008

Number of days in the tax year

Number of days in the tax year after
December 31, 2008, and before January 1, 2010

=

Amount H 76,403,201

365

365

Number of days in the fax year

Number of days in the tax year afier
Arnaunt H 76,403,201 X December 31, 2009, and before January 1, 2011

365

Number of days in the tax year

Number of days in the tax year after
December 31, 2010, and before January 1, 2612

>

Amount H 76,403,201

365

‘ Number of days in the tax year
Amount H 76,403,201 x Number of days in the tax year after 2011

Number of days in the tax year

General tax reduction for Canadian-controlled private corporations — Total of amounts [ to 1.2
Enter amount M on line 638.

Aggﬁ_pplnt Aminus amount G (if negative, enter "0%) L. L. L st

I

9%

0% =

115% =

13% =

76,403,201 #

6,876,288 K

6,876,288 M

~ General tax reduction

Do not complete this area if you are a Canadian-controlled private corporation, an investment corporation, a mortgage investment corporation,
shutual fund corporation, or any corperation with taxable income that is not subject to the corporation tax rate of 38%.

iﬁéi'ablegincome from page 3 (line 360 or amount Z, whichever applies) .. .. - o o i i e N
Lesser of amounts Vand Y {line ZN) tromPart 8 of Schedule27 .. ... ... oo O .
Amount QQ from Part 13 of Schedule 27 .. .ot i i i e e e e e P
Amount used to calculate the credit union deduction from Schedule 17 . . . . ... oo oL Q .
Total of amounts O 00 . v i i et i e s e e e e e e P R
Amount N minus amount R (if negative, enter "0%) L oL o L e et et S
Amount S X Number of days in the tax year before January 1, 2008 X 7% = T
Number of days in the tax year 365
Number of days in the fax year after
Amount S X December 31, 2007, and before January 1, 2009 X 85% = U
Nurnber of days in the tax year 365
) Number of days in the tax year after
Amount S X December 31, 2008, and before January 1, 2010 365 % 5% = Vv
Number of days in the tax yeer 365
Number of days in the tax year after i
Amount S X December 31, 2009, and before January 1, 2011 X 10% = W
Number of days In the tax year 365
Number of days in the tax year after )
Amaount S X December 31, 2010, and before January 2012 X 11.5% = W1
Number of days in the tax year 365
Amount S X Number of days in the tax year after 2011 X 13% = w2
e Nurmber of days in the tax year 365
('_':‘:é'neral tax reduction — Total of amounts T IO W2 L it i i it i i e e b e e e e X
Enter amount X on line 639.
CORPORATE TAXPREP / TAXPREP DES SOCIETES - EP13  VERSION 2010 V1.0 Page 5 of 8



ONI-OES filing 208 2009-12-31 Hydro One Networks Inc.
114-07-29 10:56 87086 5821 RCOQO1

- Refundable portion of Part | tax

Canadian-controlied private corporations throughout the tax year
Aggregate investment income 1,070,321« 26 2/ 3% = ... ... 285,419 A
from Schedule 7
Forgign non-business income fax credif rom Ene 832 . ... ... oo
Deduct:
Foreign investraent income G4y X 9 1/ 3% =
from Schedule 7 {if negative, enter “0") B B
Amnount A minus amount B (if negative, BIHET "0™) v o vt o e i e e e e e 285419 ¢
Taxable Ncome from e 360 . . . i it it it e s 77,473,522
Deduct:
Amount from line 400, 405, 410, or 425, whichever is theleast . . . ..
Foreign non-business
income fax credit
from line632 ... ...... X 251 9 =
Foreign business
income tax credit
fromline836 . ........ X 3 =
>
gt 77,473,522 S
X 26 2/ 3% = 20,659,606. p;
Part | tax payable minus invesiment tax credit refund (line 700 minus line 780) .. ... ... n 13,764,808 B
Deduct: Corporate surtax from e 800 .. .. o oo L
NELAIMOUTE v v e e e et et e e e e e e e et v e 13,764,808 b 13,764,808 £
Refundable portion of Part | tax — Amount C, D, or E, whichever is the least 450 285419 F
- Refundable dividend tax on hand
R‘;t_afundable dividend tax on hand at the end of the previcus tax year
Beduct: Dividend refund for the previous tBXYBET . ... oot i i v in s s v am e
Xiid > &
_Add the total of: '
! Refundable portion of Part | tax from line 480 above ... ..o s 285,419
Total Part IV tax payaeble from Schedule 3 . .. . o o oo e
Net refundable dividend tax on hand transferred from a predecessor corporation on .
amalgamation, or frorn a wound-up subsidiary corporation .. ... e ;
285,419 p» 285,419 H
Refundabile dividend tax on hand at the end of the tax year —Amount G plus amountH . ... .. oo e 43 ) 285419
~ Dividend refund
Private and subject corporations at the time taxable dividends were paid in the tax year
Taxeble dividends paid in the tax year from line 460 of Schedule3 . ... .. . ... ... 145464377 X 1/ 3 48,488,126‘ I8
Refundable dividend tax on hand at the end of the tax year from line 485 above ... ... o oo v i i e 285,418 Ji
Dividend refund ~ Amount t or J, whichever is less (enter this amountenfine 784) ... ... ... o i e 285,419

ORPORATE TAXPREP / TAXPREP DES SQCIETES - EP13  VERSION 2010 V1.0 Page 6 of 8



ONI-OER filing.209 2000-12-31 Hydro One Networks Inc.
010-07-20 10:56 87086 5821 RCO001

— Part t tax

Base amount of Part | tax — Taxable income (line 380 or amount Z, whichever applies) multiplied by~ 3800% ......... m 29,439,938 A

Corporate surtax calculation

Base amountfrom ine Aabove .. T 29,439,938 1
Deduct:

¢ 10'% of taxable incorne (line 360 or amount Z, whichever APOES] v e 7,747,352 2
{hvisstment corporation deduction from line 620 DEIOW v i i i 3
Fadaral togging fax credit from line 640 DEIOW v e vr o ce e e e m s 4
Federal qualifying environmental rust tax creditfromline 848 betow . ..o e o 5

For a mutual fund corporation or an investment corporation throughout the
tax year, enter amount a, b, or ¢ befaw on jine 6, whichever is the least
2800 % of taxabie income from line 360 ... ... ... a
28.00 % of taxed capital QaiNS . . . v o e e e e st b 8
e Part | tax otherwise payable ... ... i [o]
{line A plus lines G and D minus line F)

T S R 7,747,352 7

Rt amount (fine 1 mMINUS NB 7).« oo v e s e 21,692,586 8

Corporate surtax® —
Line 8 21,692,586 * _Number of days in the tax year before January 1, 2008 X 4% = R
Number of days in the fax year 365

* The corporate surtax is zero effective January 1, 2008,

Recapture of investment tax credit from Sohedule 31 o vt e e e o m C

Catculation for the refundable tax on the Canadian-controlled private corporation's (CCPC) investment income
{if it was a CCPC throughout the tax year)

Agaregate investment income from ling 440 .+ u e e 1,070,321 i
Taxableincome from in@ 380 . . . v v e 77,473,522

Deduct: L
Amount from line 400, 405, 410, or 425, whichever is the least - . . ... - G
Netamount .. et e 7714731'522 > 7714731'522 fi

71,355 p

Refundable tax on CCPC's investment income - 6 2 } 3 % of whichever is less: amount | or ii

Subtotal (add lines A to D) 29,511,293

m

Fororal tax DBEMENL . v v e un s oo n s U 3 7,747,352
Mantfacturing and processing profits deduction from Schedule 27 '
lnvestment corporation deduction .« oL e e
Taxed capital gains 624 _
Additionat deduction — credit unions from Schedle 17 - v v v e e e DLl
Federal foreign non-business income tax cradit from Schedule 21
Federal forsign business Income tax credit from Schedule 21 )
General tax reduction for GCPCs fromamountM ..o v e 28 ‘ 6,876,288
General fax reducion from amOUNt X .o v oo
Federal logging tax oredit from Schedule 21 .. v v v st ;
Federal qualifying emvironmental trust taxoredit .« ..o e e

lnvestment tax credit from Schedule 31 - v e 65: 1,122,845
' 15,746,485 b 15,746,485 £

Part {ax payable — LN E MINUS TG F <« < <o o oo ee e oeoc s e s ne e s s s st 13,764,808 G

Erer amount G on line 700, &

FABURRATE TAXPREP | TAXPREP DES SOCIETES - EP13 VERSION 2010 V1.0 Page 7 of {



ONI-QEB fiting.209 2009-12-31 . Hydro One Networks Inc.

310-07-29 10:56 87086 5821 RC0O001
-Summary of tax and credits

Federal tax

R O R 700 13,764,808

Part I} surtax payabie from Schedule 46
Part I1i.1 tax payabie from Schedule &5
Part IV tax payable from Schedule 3
Part V.1 tax payable from Schedule 43
Part VI tax payable from Schedule 38
Prart VL1 tax payable from Schedule 43
Part X111 tax payable from Schedule 92

Part XIV tax payable from Sghedtle 200 .. .. .. L e e e Lt
Tolat federal tax 13,764,808

Add provinciat or territorial tax:

Provinciat of territorial jurisdiction pE on
(if more than one jurisdiction, enter “multiple” and complete Schedule 5)

Net provincial or territorial tax payable (except Ontario [for tax years ending —
before 2008], Quebec, and AIBET) .« v v i e e e 36,667,857

Provincial tax on large corporations (New Brunswick® and Nova Scotia)

36,667,857 b 36,667,857
50,432,665 A

* The New Brunswick tax on large corporations is eliminated effective January 1, 2009. Total tax payable ZA8Y
Deduct other credits:
Investment tax credit refund from Schedule 31 . vt e e e 7
DMAENA rEfUNd  © oo v o e e 7
Federal capital gains refund from Schedule 18 ... .. i
. Fedéral qualifying environmental trust tax creditrefund .. .. oo e :
‘Ganadian flm or video production tax credit refund (Form 71431} .. ... .. .o v e
Flim or video production senvices tax credit refund (Form T1177) ... ..o e e
Taxwithheld al SOUTCE . . . - o v v i e v e e s e e s R R oul
Total payments on which tax has been withheld 801
Provincial and territorial capital gains refund from Schedule 18 .. ... .. oo oo
Provincial and territosial refundable tax credits from Scheduled .. ... ... oo

Tax INSHAMENtS PAId .« - v v e e v e e e e e e | 59,357,060
Fotal credits § 59,642,479 » 59,642,479 B

894 Overpayment 9,209,814 «———L Batance (ine A minus ine ) 9,209,814

285419

Refund code

- . I the result Is negative, you have an overpayment,
-\\\\ Direct deposit request If the result is positive, you have a balance unpald. .
To have the corporation's refund deposited directly into the corporation’s bank Enter the amount on whichever line appiies. N
account at a financial institution in Canada, or to change banking information you .
already gave us, complete the information below: Generally, we do not charge of refund a difference
- 3 of $2 or less.
D Start D Change information :
Branch number Balanceunpaid .. .......
instifution number Account number Enclosed payment
i the corporation is a Canadian-controlied private corporation throughout the fax year, —
does it qualify for the one-month extension of the date the balance of taxis due? .. .. ... ... ... ... -0 0 s il 1 Yes D 2 No
- Cértification

i EER}_ALICANDRI EER VINCENT EET}_vice President, Corporate Tax

Last name in biock letters First name in block letters Position, office, or rank

am an autherized signing officer of the corporation, 1 cerlify that | have examined this retum, including accompanying scheduies and statements, and that
the information given on this return is, to the best of my knowledge, correct and complete, | further certify that the method of calculating Income for this
iax year is conslstent with that of the previous year except as specifically disciosed in a statement aftached to this return.

B 2010-06-29 EEd (416) 345-6778
Date (yyyy/mm/dd) Signature of the authorized signing officer of the corporation _ Telephone number

Is the contact person the same as the authorized signing officer? if no, complete the information below 1 Yes D 2No

FEE]  BRIAN SOARES EEE} (416) 345-6782
Name in block fetters Telephone number

[1]

'ORPORATE TAXPREP / TAXPREP DES SOCIETES - €13 VERSION 2010 V1.0 Page 8.0f 8
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ONOESB filing. 208 2008-12-31
010-67-29 10:58

Hydro One Networks Inc.
87086 5821 RCO001

B GonocaRevenue  foence o™ NET INCOME (LOSS) FOR INCOME TAX PURPOSES SCHEDULE 1
Cerporation's name Business Nurmber Tax year end
Year Month Day
Hydro One Networks Inc, 87086 5821 RCO001 2009-12-31

* The purpose of this schedule is to provide a reconciliation between {he corporation's net income (loss) as reported of: the financiat statements and its

nat incame {loss) for tax purposes. For more information, see the T2 Corporation Income Tax Guide.
» Sections, subsections, and paragraphs referred fo on this schedule are from the Income Tax Act.

Aﬁﬁoﬁni calculated on line 9999 from SChetUle 125 oo ottt a e e e

449,492,310 A

Add:
Provision fOr iNCOME HaXES m CUITEME .+« « s s v e v v o s mamac e b ann g s a s can s 0 19,354,849
Provision fof INCome taxes — deferred - v w vt 14,398,142
Interest and Penalties oM BXES .« . v v v v e v a s an e 103 474,132
AmOrtization of tangibIE @SSO« v v vt i e A0¢ 505,419,444
Taxable capital gains from Schedule 8 . oo o 1,070,321
Scientific research expenditures deducted per financial statements . ... ..o A1 3,249,195
N_dﬁ;deduc%ibie meals and entertBinmMEnt BXPENSEE  « « i v v v v v oo : 6,353,886
Reserves from financial statements — balance at theend of theyear ... ... v o i 1,334,642,640
L Subtotal of additions 1,884,962,609 b 1,884,962,609
Other additions: )
Capital Hems eXPENSed .« . . oo i e e e 4,574,646
DEbtISSUS GXDBNSE « v o v v v v s s o mmm s s aanm oot 20 2,700,290
Miscellaneous other additions:
(0] _other additions (see attached) 24,340,787
N Capitat tax expensed (a/c 683010) 31,241,489
OCI-Unrealized hedge loss 13,265
Federal apprenticeship credit 2008 636,693
Ontario Co op and apprenticeship credits in OMA 2009 2,350,852 _
Total 2,087,545 K 2,987,545
Subtotal of other additions ERE] 66,258,022 b 66,258,022 "
Total additions B4 1,951,220,631 b 1,951,220,631 i
Deduct:
Capital cost allowance from Schedule 8 ..+ . oot : 716,196,717
Cumlative eligible capital deduction from Schedule 10« v vv v 7,427,834
Deferred and prepaid BXBENSES .+« .« v v v o v s e 6,279,236
SR&ED expenditures claimed in the year from Form T661 (lne 460) ..o ooveen o 411 2,496,802
Reserves from financial sltatements — balance at the beginning of the year 1,265,300,644
Subtotal of deductions 1,997,701,233 b~ 1,997,701,233

diher deductions:

iscet!aneous other deductions:

Interest cap for acct, exp for tax (761401-13) 57,185,552
Capital tax deduction 30,044,211
Federal ATC and ITC's credited to OMBA in 2009 841,693
Deduct OPER costs capitalized in 5chfi3 addback 30,297,784
Other deductions {see attached) 204,775,993
Reverse insurance proceeds taken into income 2,392,953

Total 207,168,946 207,168,946

Subtotal of other deductions 4

325,538,186 P

325,538,186 §

Totat deductions EHIJ

2,323,239,419 b

Net income (foss) for income tax purposes — enter on line 300 of the T2ZIEIUIM o i e e e v it b s et sm s e s

2,323,239419 7

77,473,522 .

* Eor reference purposes only

CORPORATE TAXPREP / TAXPREP DES SOCIETES - EPL3 VERSION 2010 V1.0
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ICNI-OEB filing.209
0106-07-29 10:56

Attached Schedule with Total

Line 290 - Amount for fine 600

Title C-Sch 001 - Misc. Other Additions {line 290)

2009-12-31

Description

Opening balance adjustment - Schedule 13

Hydro One Networks inc.
#7086 5821 RCO001

Amount

24,340,787100

CORPORATE TAXPREP / TAXPREP DES SOCIET £5 - EP13

VERSION 2010 V1.0

Total 24,340,787,00

Page 1 of 1
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1ONI-OEB filing.209 2009-12-31 Hydro One Networks Inc.
'1010-07-29 10:56 87086 5821 RCO001

Attached Schedule with Total

Line 409 ~ Deferred and prepaid expenses

Title D-Sch 001 - Deferred or prepaid expenses deducted for tax(line 409)

Description Amount
Def Underwriting costs deductible for tax 3,337,005/00
Def Prospectus fees deductible for tax 195,230/00
Bond Premium/Discount amortization (761120,761130) 2,567,001100
Bond Discount 180,000{00
Total 6,279,236]00

SORPORATE TAXPREP / TAXPREP DES SOCIETES - EP13  VERSION 2010 V1.0 Page 1.0f 1



CNI-QER filing.208 2009-12-31 Hydro One Networks Inc.
010-07-28 10:56 87086 5821 RC0O001

Attached Schedule with Total
,Lme ?66 - Capital items expensed

Title A-Sch 001 - Capital items expensed added back for tax (line 206)

Description Amount
Computer system software (A/C 620040) 250,019100
Computer Application Software (A/C 620046) 2,943 44600
Equipment under 2k (A/C 620510} 1,781,181{00

Total 4,974,646]00

“ORPORATE TAXPREP / TAXPRER DES SOCIETES - £P13  VERSION 2010 V1.0 Page 1of i



INI-OEB filing.209 2009-12-31 Hydro One Networks Inc.
87086 5821 RCO001

110-07-22 10:56

Attached Schedule with Total

Line 208 — Debt issue eXpeEnse

Title B-Seh 003- Debt Issue expenses added back for tax (line 208)

Description Amount
Acc amortization of Prospectus fees {761780) ’ 2,152,412100
Acc amortization of Underwriting fees (761790) 547,878|00
Total 2,700,250{00

Page 1 of
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ONI-OEB filing.209 2008-12-31 Hydro One Nefworks Inc.
)10-07-29 10:56 . 87086 5821 RCO001

Attached Schedule with Total

Line 704 — Amount

Title 32
Description Amount ...,
Removal Costs 6,728,022|00
Reverse environmental valuation reflected on 5-13 72,228,744(00
Reverse environmental interest reflected on 5-13 12,351,075/60
Amortization of WSIB gain included in income 1,776,969{00
Capitalized Qverhead general and administration 40,91.6,904|00
Pension Cost Deductions 45,414,379/00
Hedging loss amortization, deduct accounting (761770} 13,26500
Landscaping adjustments . 1,877,798/00
Amortization of Capital contribution (741701) 234,036100
RARA Amortization included in Depreciation addback 23,234,801 |00
Total 204,775,993|00

RS

JRPORATE TAXPRES / TAXPREP DES SOCIETES - £P13  VERSION 2010 V1.0 Page 1 af 1



Hydro One Networks Inc,

DNI-OEB fiting.209 2009-12-31 k
87086 5821 RCO001

Attached Schedule with Total

Line 392 — Amount for tine 702

Titte Line 392 — Amount for ling 702

5esdription Amount
2009 Federal credits in OMA reduction to be taxed in 2010 841,693(00
Total 841,693:00

Pagel o



{ONI-QEB filing.209 2008-12-31 Hydro One Networks Inc.

1010-07-28 10:56 87086 5821 RC0001
Boel] Goneds Revenue  Agenco du revenu DIVIDENDS RECEIVED, TAXABLE DIVIDENDS PAID, AND SCHEDULE 3
PART IV TAX CALCULATION
Name of corporation Business Number Tax year end
Year Month Day
Hydro One Networks Inc, 87086 5821 RCO001 2009-12-31

s This schedule is for the use of any corperation to report:
—. non-taxable dividends under section 83;
- deductible dividends under subsection 138(8);
~ taxable dividends deductible from income under section 112, subsection 113{2) and paragraphs 113(1Xa), (b} or (d); or
— taxable dividends paid for purposes of a dividend refund.
» The calculations in this schedule apply only to private or subject corporations.
o Parts, sections, subsections, and paragraphs referred fo on this schedule are from the federal lncome Tax Act.
o A recipient corporation is connected with a payer corporation at any fime in 2 taxation year, if at that time the recipient corperation:
wi— conlrols the payer corporation, other than because of a right referred to in paragraph 251(5)(b); or

vere- OWNS MOre than 10% of the issued share capital {with full voting rights), and shares that have a fair market value of more than 10% of the
fair market value of &l shares of the payer corporation.

+ File one completed copy of this schedule with your T2 Corporation Income Tax Refurn.

s For more infarmation, see the sections about Schedule 3 in the T2 Corporation Income Tax Guide.
o *X" ynder column A if dividend received from a foreign source {cornected corporation only),

e "4" under column B if the payer corporation is connected.

® Enter in column F1, the amount of dividends reseived reported in column 240 that are eligible.

« Linder column F2, enter the code that applies to the deductible taxable dividend.

Part 1 - Dividends received during the taxation year

Po not include dividends received from foreign non-affiliates. Complete if payer corporation is connected
A B c D E
Name of payer corporation Business Number Taxation year end of Non-taxable
{Use only one line per corporation, the payer corporation dividend under
abreviating its name if necessary) in which the sections section 83
112/113 and

subsection 138(8)
dividends were pald
YYYY/MMDD

Total

Note: [f your corporation's texation year end is different than that of the connected payer corporation, your corperation could have received dividends from
miore than one taxation vear of the payer corporation. If so, use a separate line fo provide the information for each taxation year of the payer corporation.

If payer corporation is not connected,
jeave these columns blank.

F F1 F2 G H I .
Taxable dividends Eligible dividends Total taxable Dividend refund Part IV tax .
deductible from taxable (included in dividends paid of the connected before deductions
income under section 112, column F) by connected paver corporation Ex 173 *
subsections 113(2) payer corporation

and 138(6), and paragraphs
113{1)(a}, (b), or {d)

1
Total (enter amount ¢of column F on tine 320 of the T2 return)
J
For dividends received from connected corparations: Part 1V tax egusis; Column F x Column H
Column &

* Life insurers are not subject to Part 1V tax on subsection 138(8) dividends.
Public corporations {other than subject corporations) do not need to calculate Part IV tax,

CORPORATE TAXPRE® / TAXPREP DES SOCIETES - EP13  VERSION 2010 VL0 Page 1of 2



ONOEB fitling.209 2009-12-31
310-07-28 10:56

Part 2 — Calculation of Part IV tax payable

Hydro One Networks Inc.
87086 5821 RC0O01

Part [V tax before deductions (amount Jin PArE 1) oo oL i s
Deduct:
Part IV.] tax payable on dividends SUBJECHIO PAIE VI« — . o o v e et e e e e 320
Subtotal
Deduct: _
Current-year non-capital loss claimed foreduce PartVitax ... ..o oo o 3¢
Non-capital losses from previous years chaimed o reduce Part IV tax
Current-year farm loss claimed toreduce Part iVtax . ... oot -
Farm losses from previous years claimed toreduce PartiVtax .. .. ... ... o0 Bl
Total losses applied against Part IV tax x 173 =
Part 1V tax payable (enter amounton fine 712 of the T2 refurn) . ... o vii v e e e m
Part 3 — Taxable dividends paid in the taxation year for purposes of a dividend refund
A B C D ™
Taxation year end | Taxable dividends Eligible
Name of connected recipient corporation Business Number of connected paid to connected dividends
recipient corporations (inclucted in
corporation in column D)
which the
G dividends in
cofumn D
were received
YYYYIMMIDD
1 Hydro Cne Inc. 86999 4731 RCCOOL 2009-12-31 145,464,377
Note
i your corporation's taxation year end is different than that of the connected recipient corporation, your
corporation could have paid dividends in more than one taxation year of the recipient corporation, If so, 145,464,377]
use a separate line to provide the information for each texation year of the recipient corporation.
Total taxable dividends paid in the taxation year to other than connected corporations ... ..o v e cv v v i
Eligible dividends (NCIUAed i iNE 480) -« v o v v v oo et e e
Totat taxable dividends paid in the taxation year for the purposes of a dividend refund
(total of column D above Plus AN 450) vt s e e : 145,464,377
Part 4 — Total dividends paid in the taxation year
Complete this part If the total taxable dividends paid in the taxalion year for purposes of a dividend refund (line 460 above) is different from the total
dividends paid in the taxation year.
Total taxable dividends paid in the taxation year for the purposes of a dividend refund (fromabove) .. oo v v 145,464,377
Other dividends paid in the taxation year (fotal of 51010540} .. ... v e
Total dividends paid in the taXAHON YEBF . . . ..\ u et o s m e m 145 464,377
Deduct:
Dividends paid out of capital dividend account . ... . .. PN ‘:;;
‘Capital gains dMAENdS ..+ o oo
Dividends paid on shares described in subsection 12%(1.2) .. ... ... .hve et
Taxabte dividends paid fo a confrolling corporation that was bankrupt —
atanytimeintheyear ... .. ... . e e MU
Subtotat >
Total taxable dividends paid in the taxation year for purposes of adividend refund ... ... i e e 145,464,377
Ll
T2 $CH 3 E (05) Canadd
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2009-12-31

Canada Revenue
Agency

Agence du revend

du Canada
TAX CALCULATION SUPPLEMENTARY -~ CORPORATIONS

Hydro One Networks Inc.
87086 5821 RC0O001

SCHEDULE 5.

Cotporaticn's name Business Number

Hydro One Networks Inc, 87086 5821 RCODOL

Tax year-end
Year Month Day

2009-12-31

e Use this schedule if, during the tax year, the corporation:

— had a permanent establishment in more than one jusisdiction
(corporations that have no taxable income should only complete columns A, B and D in Part 1); or

- is claiming provinciz of territorial tax credits or rebates (see Part 23
» Regulations mentioned in this schedule are from the lncome Tax Regulations.
e Far more information, see the T2 Corporation - Income Tax Guide.
a Enter the regulation number in field 160 of Part 1.

— Part 1 — Allocation of taxabie income

iF 402 Corporations not specified Enter the regutation that applies (402 to 413).

A B c D E
Jurisdiction Total salaries and wages {8 x taxable Gross revenue (D % taxable

Tick yes i the corporation paid in jurisdiction income™) / G income*) / H
establishment in the

jurisdiction during the tax year. *

F
Allocation of taxable
income (C + E) x 172
{where either @ or His
nil, do not muttiply by 1/2)

MNewfoundiand UU |
and Labrador 1Yes D
Newfoundland and Bl U4

1Yasl:!

Labrador offshore

Phirice Edward 00 0
feand 1ves [

Ui b 00 0
l}%oya_Scoﬂa 1 Yes D
Nova Scotia 008 08
offshore 1 Yes I::I

004 09

New
Brunswick 1ves ||
0

Quebec 1 Yes D

Ontario ; Yes

Manitoba : Yes D

Sfi"'skatchewan .; Yes D 3_.
Alﬁerta ; Y'es D . r-
oatambia " es ]

Yukon ; Yes D

¥2§3g§ ; Yes D

Ninat tves [

Canads es [ ]

Total . ¢ H

* "permanent estabiishment” is defined in Regulation 400(2).

* Starting in 2009, if the corporation has income of loss from an international banking centre; the taxable income is the amount on line
360 of line Z of the T2 return plus the total amount not required o be included, or minus the total amount not allowed to be
deducted, in caloulating the corporation’s income under section 33.1 of the federal Income Tax Act.

Notes:

1. After determining the aflocation of taxable income, you have fo calculate the corporation's provingial or territorial tax payable. For
more information on how to calculate the tax for each province of territory, see tine 760 of the T2 Corporation — Income Tax Guide.

2. If the corporation has provincial or territorial tax payable, complate Part 2,

T2 SCH 5 E (09)
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DNI-OEB filing.209 2008-12-31 Hydro One Networks inc.
10-07-29 10:56 87086 5821 RCO001
- Part 2 - Ontario tax payable, tax credits, and rebates
Total taxabie Income eligible Provinctal or Provincial or
income for small business | territorial allocation territorial tax
s deduction of taxable income payable before
: credits
77,473,522 77,473,522 10,846,293

‘Ontario basic income tax (from Schedule 500} 10,846,293

Deduct: Ontario smali business deduction (from schedule 500} . . .. ..o o cv e n s m

10,846,293 P

10,846,293 As

Adek:

Surtax re Ontario small business deduction (from Schedule 500)
" Ontario additional tax re Crown royalties (from Schedule 504)
- :Ontario transitionat tax debits (from Schedule 506)
“Recapiure of Ontario research and development fax credit {from Schedute 508)

Subtotal g

B6

Subtotal (amount A6 plus amount B6}
Deduct:

Ontario resource tax credif (from Schedule 504) . ... . oo v i o
Ontario tax credit for manufacturing and processing {from Schedule 502}
Ontario foreign tax credit (from Schedule 21) .. .o oo i v i e .
Ontario credit union tax reduction (from Schedule 500) ... oo o v
Ontario fransitionat tax credits (from Schedwle 506) .. oo v oo oo e 12,993
wlOntario polical contributions tax credit (from Schedule 528) ;

Subtota[ 12,993 B

10,846,293 cs

Subtotal (amount C& minus armount D6) (if negative, enter "0M

Ontario research and development tax credit (from Schedule 508) 129,161

Oniario corporate income tax payabie before Ontario corporate minimum tax credit (amount £6 minus amount on line 416)
(if negative, enter "0")

Deduct:
Ontario corporate minimum tax credit {from schedule 510)

Ontario corporate income tax payable (amount F6 minus amount on line 418) {if negative, enter "0"}
Add:
. Ontario corporate minimum tax (from Schedule 510}
. Ontario special additiona tax on life insurance corporatichs (from Schedule 512)
Ontaric capital tax (from Schedule 514 or Schedule 515, whichever applies)

30,044,211
30,044,211 B

12,993 ne
10,833,300 pe

10,704,139 Fs

10,704,139 Gs

30,044,211 hs

Total Ontario tax payable before refundable credits (amount G6 plus amount HE}

Deduct:
Ontario qualifying environmental trust tax credit
Ontario co-operative education tax credit (from Schedule BBO) e
Ontario apprenticeship fraining tax credit (from Schedule 552}
Ontaric computer animation and speciat effects tax credit {from Schedule 554)
‘Ontario film and televison tax credit (from Schedule B58) ...« oo oo i i foi
Ontario production services tax credit (from Schedule 558) r
Ontario interactive digital media tax credit {from Schedute 560)
Ontarie sound recording tax credit (from Schedule 562)
Ontario book publishing tax credit (from Schedule BBA) i /
Ohtario innovation tax credit {from Schedule 566) '
Ontario business-research institute tax credit {from Scheduie 568)

1,036,194
3,044,299

....................

4080,493 p

40,748,350 18

4,080,493 Je

Net Ontario tax payable or refundable credit (amount 16 minus amount J6}
(if a credit, enter a negative amount) Include this amount on fine 265.

36,667,857 Ke

CORPORATE TAXPREP / TAXPREP DES SOCIETES - EP13  VERSION 2010 V1.0
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ONI-OEB filing.209 2000-12-31
110-07-29 10:56

Hydro One Networks Inc.
87086 5821 RCOO01

~Summary
Enter the {olat net lax payable or refundable credits for all provinces and territories atline 255,

i Net provincial and territorial tax payable or refundable credits

1f the amount on fine 255 is positive, enter the net provincial and territorial tax payable on line 760 of the T2 refurn.

If the amount on line 255 is negative, enter the net provincial and territorial refundable tax credit

36,667,857

s on ling 812 of the T2 return.
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2008-12-31

Hydro One Netwo

rks Inc.

87086 5821 RCO001

E%E ganada Revenue Agence du revenu SCHEDULE 6
Gency du Canada
SUMMARY OF DISPOSITIONS OF CAPITAL PROPERTY
Namne of corporation Business Number Tax year-end
Year Month Day
Hydro One Networks Inc. 87086 5821 RCOOG] 2009-12-31

e Ebr use by corporations that have disposed of capital property or claimed an allowable business invesiment loss, or both, in the tax year.
o Usa this schedule to make a designation under paragraph 111{4)(e) of the federal Income Tax Act, if the control of the corporation has been

acquired by a person or group of persons.

For more Information, see the section called "Schedule 8, Summary of Dispositions of Capital Property” in the T2 Corporation — Income Tax Guide.

Designation under paragraph 111{4){e) of the Income Tax Act
Are any dispositions shown on this schedule related to deemed dispositions designated under paragraph 111 (4)(e)?

050 1 Yes D ZNo If Yes, attach a statement specifying which properifes are subject to such a designation.
Part 1 - Shares
No. of MName of Class of Date of Proceeds Adjusted Cutlays Gain (orloss)  jForeign
shares corperation shares acquisition of cost base and expenses {column 120 less | source
YYYYIMM/DD disposition {dispositions) cois. 130 and 140)
J 3 M
105 150] LG
1 L]
Totals
Total adjustment under subsection 112(3) of the ITA o ali Tosses identified in Part 1
Actual gain or loss from the dispositior: of shares (total of line 150 plus line 160) LA
; Part 2 — Real estate — Do not include tosses on depreciable property
Municipat address Date of Proceeds Adjusted Outiays Gain (orloss)  {Foreign
: 1= Address 1 agquisition of cost base and expenses {zolumn 220 less | source
2 = Address 2 YYYYIMMIDD disposition (dispositions) cols. 230 and 240)
3=Cily .

4 = Province, Country, Postal Code and
Zip Code or Foreign Postat Code

220

En

200
i M Real Estate Sate 2,115,895 33,650 2,082,245 I |
2| Other Real Estate Sales 282,867 222,788 1,683 sg39s] | ||
3 K
Totals | 2,398,762 256,438] 1,683 2,140,641} B
Part 3 - Bonds
Face value Maturity date Name of Date of Proceeds Adjusted Outlays Gain (or loss)  |Foreign
issuer acquisition of cost base and expenses (column 320 less | source
YYYY/MMIDD disposition (dispositions} cols, 330 and 340) 5
g ||
Totals c
Page 1 0f 3
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ONI-OEB filing.209
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Part 4 — Other properties — Do not include losses on depreciable property

2008-12-31

Hydro Orie Networks Inc.
87086 5821 RC0001

Description Date of Proceeds Adjusted Cutlays Gain {orjoss)  |Foreign
acquisition of cost base and expenses {column 420 less | source
YYYY/MM/DD disposition (dispositions) cols. 430 and 440)
Totals D
Part 5 — Personal-use property (Do not include iisted personal property)
Description Date of Proceeds Adjusted Outiays Gain only Foreign
acguisition of cost base and expenses (column 520 less | source
YYYYIMM/DD disposition (dispositions} cols. 530 and 540) ‘
Note: Losses are not deductible Totals E
Part 6 — Listed personal property
Description Date of Adjusted Qutays Gain {or loss}  1Foreign
acquisition cost base and expenses {column 620 less | source
YYYYMMW/DD cots. 630 and 640)

(dispositions)

650

L

Note: Net listed personal property losses may onby
be applied against listed personal property gaing

Totals

Subtract: Unapplied listed personal property fosses from other years m

Amouzt from line 855 is from line 530 in Part 5 of Schedule 4 Net gains (or losses) F
~ Part 7 — Determining allowable business investment losses
Property qualifying for and resulting in an allowable business investment loss
Name of small business corporation Shares, Date of Proceeds Adjusted Qutlays {.os8){cotumn 820 |Foreign
e?itei; 1] acquisition of cost base and expenses less cols. 930 | source
Jobt, | YYYYIMMIDD | disposition (dispositions) and 940)

1 B
Note: Properties listed in Part 7 should not be Totals G
included in any other paris of Schedule 8

Allowable business Investmentlosses . ... .. ... Amount G x 50% = H
Enter amount H on line 406 of Schedule 1
— Part 8 — Determining capital gains or losses

Totat of amounts A to F (do notinclude F if the AMOUNEIS B1058) v e n s e 2,140,641 |

- Foreign
Add: SOUTCE
Capital gains dividend received in the year JD
Capital gains reserve opening balance (from Schedule 13) .o v vt oo K

2,140,641 L

Deduct: Capital gains reserve closing balence (from Schedule 13} M
Capital gains or losses (@mount L minus amount M) .« o eerseve s ronn et 2,140,641

e T AMRRER  TAVEBOEN REG SNCIETES - FP1R

VERSION 2010 V1.0
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INI-OEB filing.209 2000-12-31
110-07-29 10:56

- Part 9 — Determining taxable capital gains and total capitat losses

Hydro One Networks Inc.
87086 5821 RCOQG1

Capital gains or losses (amount from line 890 above) .. ..

Deduct the foliowing gains that are inciuded in the amount N:
Gain on denation of a share, debt obligation, or right listed on
a designated stock exchange and other amounts under
paragraph 38(a.1) of the Income Tax Act

reatized prior toMay 2,2006 .. ... ... X 509% O
realized after May 1, 2006 . . .. ..o e . P
Subiotal; O plus P 255
Gain on donation of ecologically sensitiveland . .. . . .
realized prior toMay 2,2008 .. ...... ... .. x 509 = Q
realized after May 1, 2008 . o oo R
Subtotal: Q plus R K
Exempt portion of the gain on the donation of securities arising from the exchange
of a partnership interest under paragraph 3B{a.3) e R-2
Total: line 895 plus fine 886 plus R-2
Aiount N minus amount S .. e e e R
Total capital losses: If amount T is a loss, enter it on line 210 of Schedule 4
Taxable capital gains: if amount T is & gain, enter iton this line and muftiply . ... ... 2,140,641 x 50% =
Enter amount U on line 113 of Schedule 1

2,140,641 N

Foreign
SOUCE

L]

Foreign
source

L]

Foreign
source

L

F{}%éig[é'
SOUTCE

Foreign
source

L

S

2,140,641 T

1,070,321 u

T2 SCH 6 E (08)
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ON-OES filing.209 2008-12-31 Hydro One Networks ine,
110-07-29 10:56 87086 5821 RGO0C1

Canada Bevenue  Agence du revenu SCHEDULE 7

Agency du Canada

CALCULATION OF AGGREGATE INVESTMENT INCOME AND ACTIVE BUSINESS INCOME

N,a_q\élof corporation Business Number Tax year end
e Year Month Day
Hydro One Networks Inc, 87086 5821 RCOG0L 2009-12-31

e This schedule is for the use of Canadian-conirolied private corporations to calculate:

-~ aggregate investment income and fareign investment income for the purpose of determining the refundabie portion of
Part | tax, as defined in subsection 129(4) of the Income Tax Act;

~ specified partnership income for members of one or more partnership(s); and
~ income from an active business carried on in Canada for the smal! business deduction.

o For more information, see the sections calied "Smalt Business Deduction” and "Refundable Portion of Part 1 Tax" in the
T2 Corporation — Income Tax Guide.

- Part 1 — Aggregate investment income calculation
The aggregate investment income Is the aggregate world source income,

The eligible portion of taxable capital gains included In incomefor B YEAE  « o oo v e e m 1,070,321 A
Dé_duct: S
Eligibie portion of allowable capital losses for the year (including aliowable business — ".\'
INVESIMENL IOSSEE)  + v e o v v v e smmmamm s i e 0 =] B
Net capital losses of other years claimed on line 332 on the T2 refurn 022 G
Amount B plus amount C B
Amourt A minus amount [ (if negative, enter "0") 1,070,321 ¢
'{&égzincome from property {include incomsa from a specified investment business carried onin Canada
qiher_‘tban income from a source outside Ganada) ... e e oo e m F
dipct:
B 042 G
Amounts received from AGRI Fund No. 2 that were included in computing the
corporation's income for e year . ... v v i s H
Teaxable dividends deductible (total of Column F on Schedule 3} .. .. v e e v v e v e 062 ;
Business income from an interest in a trust thet is considered property income under N
paragraph 108(5)(@) .. v e e e U J
Total of amounts G to J >
Ameuni F minus amount K L
AMOUNLE PUS 8MOUNt L. o v v e e ie e e e e e e 1,070,321 ™M
Total losses from property (include losses from a specified investment business carried on in Canada _——
ather than a loss from a source outside Canada) oo s T : N

Amourit M minus amount N (f negative, 6nter ") .. vuu i s m 1,070,321 o,
Enter amount O on line 440 of the T2 return.

~ Part 2A — Canadian investment income calculation
Eligible portion of faxable capital gains included in the income for the year before taking

info account the capital gains reserve (federal) of Schedule 13 . .. v v v e e e 1,070,321 11
feserve’s eligible portion (addifionfdeducion) ... a e 1.2
The eligible portion of taxable capital gains includect in income for the year after taking into
account the capital gains reserve (federal) of Schedute 13 (total of amounts tTiand12) ... 1,070,321 ¥ 1,076,321 1
Deduct:
Efigible portion of aflowabte capital losses for the year (including allowable
buginess Mvestment IOSSE8) . . oo v r e s s 2
Net capital losses of other years claimedonline332onthe T2relrn .. ..o v oo i oo e 3

Totat of amounts 2 and 3 .4

Amount 1 minus amount 4 (if negative, enter "0%) 1,070,321 5

T2 SGH 7 E{09) Canada
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- Part 2A - Canadian investment income calculation (continued)

Hydro One Networks inc,
87086 5821 RCO001

Taxable diVIGENES v v e e e e b r e e e b a e e
Real estate rentat properties (under regulation 1100(11)) ... .. e o
Other property INCOME . o v v v e i it it e s a st i e
Totat income from property from a source Canadian . N
Deduct:

Exemptincome ... ... .. o e e e e e e e

Amounts recetved from AGRI Fund No. 2 that were included in computing the
corporation's income fOr the Year . . .o oo i it i e

Taxable dividends deductible {total of Column F on Schedule 3) . ... oo ov i n

Bgsiness income from an interest in a trust that is considered property income under
paragraph 10B(B)a) ..« ..

6.1

6.2

6.3

2}

10

B

Amount S plusamounti2 ... Lo e e e e e e e

Amount 6 minus amount 17

11

12

1,076,321 13

Enter amount AA on ling 445 of the T2 return

Losses from rental properties {under regulation 1100(11)) .. .. ..o vv e 14.1
Other josses from property . ... ... e e e e 14.2
Total losses from property from a source Capadian .. . ... . Lo e |- 14
Amount 13 minus amount 14 (if negative, enter "0") ... oo s 1,070,321 15
~Part 2 — Foreign investment income calculation
The foreign investment income is alt income from only sources outside of Canada.
Eligible portion of taxable capital gains included in the income for the year before taking .
into account e capital gains reserve (federal) of Schedule 13 .. ... oo Pt
Reserve's eligible poriion (addition/deduction) e e r e e e s P2
The eligible portion of taxable capital galns included in income for the year after taking info 5
account the capital gains reserve {federsi} of Schedule 13 (total of amounts P1andP2) ... ... P
Etigible portion of aliowable capital losses for the year {including allowable business investment losses) Q
Asnount P minus amount G (if negative, enter "0") R
Taxable dvidends . . . . i i i e e c e s 81
Real estate rental properties (under regulation TI0011)) oo e 82
C’\)ltzher properfy INCOME . . .. v et e 33
“Totad Income from property from a source outside Canada - } S
Deduct:
EXEMPLINCOME 4 v v v v cev e e mm e e e mm e T
Taxabie dividends deductibie (total of Colurmn F on Schedule 3) 048 u
Business income from an interest in a trust that is considered property income under
paragraph 108(5H8)} .+« oo m v
Totat of amounts T to V B W
Amount S minus amount W X
AMOUNER PIUS BMOUNE X 4 oo v i v i et s e e s et Y
Losses from rental properties (under regulation 1100(11) ... v o vvve v v e Z1
Other loSSes froM DIOPEITY .+ o vt o et s s s e m s st —
Total losses from property from a source outside Canada ... ... . i i i ‘ ;
Amount Y minus amount Z {if negative, enter"0") .. ... i e el AA

~ORPORATE TAXPREP | TAXPREP DES SCCIETES - EP13  VERSION 2010 V1.0
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310-07-29 10:56

87086 5821 RCO001

|300]

Net taxable dividends Canadian Foreign Total

Taxable dividends deducted per schedule 3

Less: Expenses related to such dividends

‘"_'-l‘“"_EitéI expenses

Net taxable dividends

~Part 3 — Specified partnership income
A B C
Partnership name : Total income (loss) Corporation's share

of partnership from of amount

an active business in column B

D E F G H I
Adjustments fadd prior-year Corporation's Number of Prorated business limit Column E minus Lesser of columns £
reserves under subsection income {loss} of daysinthe j{column G+ column B) = column G and G (if column Eis
oy 34.2(5), and deduct the partnership partnership's {business limit* x (if negative, negative, enter "0")
:.o| expenses incurred to earn (colurnn G plus fiscat period (column F + 365)] enter "0") o
partnership income, column ) (if column C is
including any reserve negative, enter "0y
under stbsection 34.2{4)}

Total @ Total @ 360,

Corporation’s losses for the year from an ective business carrted on in Canada {other than -
asa member of a partnership) — enter as apositive amount ... Lo e e e s =)
S_beciﬁed partnership loss of the corporation for the year — enter as a positive amount —
(toﬁalofal%negativeamountsincclumn&) e e e e RN

EE

Amount at ine 385 or line DD, whichever is less
Specified partnership income {fine 360 PRISINEEE) .ot e 400 FF
* {Jse one of the following business limits to calculate column G, whichever applies.
= $400,000 if the corporation's tax year ends In 2007 or 2008; or
* $500,000 if the corporation's tax year ends after 2008.
** When a partnership carries on more than one business, one of which generates income and ancther of which realizes a loss, the loss is not netted
against the partnership's income.
~Part 4 - Determination of partnership income
Corporation's share of partnership income from active businesses carried on in Canada after deducting
related expenses — from line 350 in Part 3 (if the net amount is negative, enter "0  online KK} .. .o GG
Add:
Specified partnership loss {from amount CC in Part 3} HH
It
Deduct:
Specified partnership income (from amount FF in Part 3) 3
Partnership income (enter on fine SS IR PartS)  « v ovv s 450 KK
3
page 3 of 4
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INI-OEB filing.209 2009-12-31 Hydro One Networks-lnc.
10-07-28 10:56 87086 5821 RCO001

-Part 5 — Income from active business carried on in Canada
Net income for incorne tax purposes from line 300 of the T2 return .o v v i i r e 77,473,522 Lt
Deduct:

EQ{eign business income after deducting related expenses® .. ... . oo m MM !

Taxable capital gains minus allowable capital loss (amount A minus amount B inPat iy .... 1,070,321 NN

Net property income (amount F minus amounts G, H,andN*inPart1) ..... .oy 00

Personal services business income after deducting related BXpenses” ... ... m PP
' Totat of amounts MM to PP 1,070,321 b 1,070,321 aq
Net amount (fne LL minus g QQ) .+« oo e vt e 76,403,201 RR

Deduct:
Partnership income (ine KK I Partd) ... .ot s 35

income from active business carried on in Canada (enter on ine 400 of the T2 return — if negafive, enter 110 T 76,403,201 17

* |f negative add instead of subtracting.
'_** This amount may only be negative fo the extent of any aliowable business investment losses.

CORPORATE TAXPREP / TAXPREP DES SOCIETES - EPL3  VERSION 2010 V2.0 page 4 of 4
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INJ-OEB filing.209
10-07-20 10:56

2009-12-31

Hydro One Networks inc.

87086 5821 RCOO01

Ci R A
G Gansde Revenue e ‘ SCHEDULE 9
RELATED AND ASSOCIATED CORPORATIONS
i Name of corporation Business Number Tax year end
Year Month Day
Hydro One Networks Inc, 87086 5821 RCO001 2009-12-31
This schedule is to be completed by a corporation having one or more of the following:
- retated corporation(s}
- associated corporations{(s}

Name Country| Business Number Rela- Nurnber of % of Number of % of Book velue of
of rest- {Canadian tion- | commaon shares | common | preferred shares preferred capital stock
dence | corporafion only) ship owned shares owned shares
{if other {see note 1) code owned owned

than
Canada)

[200]

550]

650]

86999 4731 RC0O001

Hydro One Lake Erie Link Managem

87892 1519 RCO001

Hydro One Lake Erie Link Company

Hydro One Inc. i
Hydro One Remote Communities In 87083 6268 RCO00L | 3
Hydro One Telecom Inc. 86800 1066 RCOO0OL | 3
Hydro One Telecom Hnk Lirnited 88786 7513 RCOO0L | 3
Hydro One Brampton Networks Inc. 86486 7635 RCO00L | 2

3

3

87560 6519 RCO001

Note 1: Enter “NR” if a corporation is not registered.

Note 2: Enter the code number of the refaticnship that applies

T2.$CH 9(99)

from the following order: 1 -

Parent 2 — Subsidiary 3 - Associated 4~ Related, but not assosiated.

1+F

Canadi

Page 1 o



ONI-OEB filing 209 2009-12-31 Hydro One Networks inc.

710-07-29 10:56 870886 5821 RCGO(H
Q] Gz evense  Asorce durovens SCHEDULE 10
CUMULATIVE ELIGIBLE CAPITAL DEDUCTION
MName of corporation Business Number Tex year end
Hydro One Networks Inc. 87086 5821 RCO001 Y;%rol\é{jrit;g?y

» For use by a corporation that has eligible capital property. For more information, see the T2 Gorporation Income Tax Guide.
* A separate cumulative eligible capital account must be kept for each business,

Part 1 — Calculation of current year deduction and carry-forward

Cumulative eligible capital - Balance at the end of the preceding taxation year (if negative, enter 0" m 105,435,384 A
Add: Cost of sligible capital property acquired

during the taxationyear .. ........ 222 902,044
Other adjustments . ............. 226
Subtotal (line 222 plus line 226) 902,044 x 3/4 = 676,533 B
Non-taxable portion of a non-arm's length
transferor's gain realized on the transfer
of an eligible capital property to the
corporation after December 20, 2002 . m x1l2 = C
amount B minus amount C (if negative, enter "0") 676,533 b 676,533 D
A Amount transferred on amalgamation or wind-up of subsidiary . ... ..ol o 24 £

v Subtotal (add amounts A, D, and E) § 30

Deduct: Proceeds of sale (less outlays and expenses not
otherwise deductible) from the disposition of all

106,111,917 F

eligible capital property during the taxation year  ....... 242 G
The gross amount of a reduction in respect of a forgiven .
debt obligation as provided for in subsection 80(7) ..... 244 H
Other adjuStMents .. .« v cooov oo orrorceonnnnes 246 I
(add amounts G,H, and 1) x 3/4 =k J
Cumuiative eligible capital balance (amount F minus amoUnt J) e e 106,111,917 K
(if amount K is negative, enter "g" at fine M and proceed to Part 2)
Cumulative eligible capital for a property no longer owned after ceasing to cairy on
HVEE DUSINESES .+ v« e v e e e e e e e e e e 249
e amount K 106,111,917
tess amount from line 249
Current year deduction .............. 106,111,917 x 7.00% =5 7/427,834 *
(line 249 plus line 250) (enter this amount at fine 405 of Schedule 1) 7,427,834 b 7,427,834 L

Cumutative eligible capital — Closing balance (amount K minus amount L) (if negative, enter "0") ..... 300 98,684,083 M

« You can claim any amount up to the maximum deduction of 7%. The deduction may not exceed the maximum
amount prorated by the number of days in the taxation year divided by 363.

T2 SCH 16 (04) Ca_]_’}ad'é'_

CORPORATE TAXPREP [ TAXPREP DES SOCIETES - EP13  VERSION 2010 Vi0 page 1 of 2



IONI-QER filing.209 2009-12-31 Hydro One Networks Inc.
010-07-20 10:56 87086 5821 RC0O001

Part 2 — Amount to be included in income arising from disposition
{complete this part only if the amount at line K is negative)

Amount from fine K (show as positive amount) ... o N
Total of cumulative eligible capital (CEC) deductions from income for taxation years
beginning after June 30, 1988 .. ... .. 400:
Total of all amounts which reduced CEC in the current or prior years under —_—
subsection 80(7) ... ... s 401
Total of CEC deductions claimed for taxation years
beginning before July 41,1988 ... ... . ...
Negative balances in the CEC account that were included

in income for taxation years beginning before July 1, 1988
Line 3 minus line 4 {if negative, enter "0™  ............ ... » 5
Totaloflines 1, 28nd 5 ... it et i i e ey 6
Amounts included in income under paragraph 14(1)(b), as

that paragraph applied to taxation years ending after June

30, 1988 and before February 28, 2000, to the exient that

itis for an amount described atine 400 .. ... ... L. 7

Amounts at line T from Schedule 10 of previous taxation years

ending after February 27,2000 ... ... . oo 8
Subtotal (line 7 plus line 8) FIED » 9

Line 6 minus line 9 (if negative, enter "0 .. .. i B 0
Line N minus fine O (if negative, enter "07) ... s P
Line 5 X 112 = Q
Line P minus line Q (if negative, enter "0") . . . i e e R
Amount R x2/3= 8
T

Amount N or amount O, whichever IS Fess . ... it i e i e i P
Amount to be included in income (amount S plus amount T) (enter this amount on line 108 of Schedule 1}

CORPORATE TAXPREP / TAXPREP DES SOCIETES - EP13  VERSION 2016 V1.0 Page 2 of 2



ONI-OES fiting.209
)10-07-29 10:56

2009-12-31

Hydro One Networks Inc.
87086 5821 RCCO01

Continuity of financial statement reserves (not deductible)

Financial statement reserves (not deductibie)

The total opening balance plus the total trans
The total closing balance should be entered on fine 126 of Schedule 1 a

Description Balance at the Transfer on Add Deduct Balance at the
beginning of amalgamation or end of the year
the year wind-up of
subsidiary
1| OPEB Liabiiity Short Term 39,382,000 39,382,000
2| OPEB Liahility Long Term 884,510,424 32,506,540 917,016,964
3| Enviromental Short Term 13,302,250 8,706,051 22,008,301
4| Environmental Long Term 228,799,908 66,345,768 295,145;6?6
5| Contingent Liabilities 17,327,079 973,373 16,353,7G6
6| Regulatory Accounts 81,372,691 36,698,123 44,674,568
" 7| Tenant Inducement 606,292 544,867 61,425
. "|Reserves from
| Part 2 of Schedule 13
Totals 1,265,300,644 107,558,359 38,216,363 1,334,642,640

fors should be entered on line 414 of Schedule 1 as a deduction.
s an addition,

CORPORATE TAXPREP { TAXPREP DES SOCIETES - £P13

VERSION 2010 V1.0

Page ¥ of 1



1ONI-OEB filing.209 2009-12-31 Hydro One Networks inc.

010-07-29 10:58 87086 5821 RCOGO1
Bl Sonoo "o Gt SCHEDULE 14
: ‘ MISCELLANEOUS PAYMENTS TO RESIDENTS
Na}nﬁe of corporafion Business Number Tax year end
Year Month Day
Hydro One Networks Inc. 87086 5821 RCOCOL 2009-12-31

s This schedule must be completed by all corporations who made the following payments to residents of Canada:
royalties for which the corporation has not filed a T5 slip; research and development fees; management fees; technical
assistance fees; and similar payments.

s Please enter the name and address of the recipient and the amount of the payment in the applicable column. if several payments
of the same type (i.e., management fees) were made to the same person, enter the total amount paid. If similar types of
payments have been made, but do not fit into any of the categories, enter these amounts in the column entitied "Similar payments".

Name of recipient Address of recipient Royalties Research and | Management Technical Similar
development fees assistance payments
fees fees

200}

1{ Hydro One Inc. 483 Bay Street 4,848,305

Toronte

ON CA
M5G 2P5

21 Hydro One Tetecom Inc. 65 Kelfield St 11,474,000

Rexdale

On CA
MW 5A3

3| Hydro One Brampton Networl| 175 Sandalwood Parkway We 1,430,000

Brampton
ON CA
L7A IE8

4| Hydro One Communities Tnc. |_483 Bay Street 82,961

Toronto
ON CA

1 MSG 2PS
T2 SCH 14 (99) 2

Canadd:

“ORBORATE TAXPREP / TAXPREP DES SOCIETES - P13 VERSION 2010 VL.O Page tof 1
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INI-OEB filing.209 2069-12-31 Hydro One Networks Inc,
10-07-29 10:56 87086 5821 RGOOM1
AWl Sosie e e SCHEDULE 15
DEFERRED INCOME PLANS
N_gme of corporation Business Number Tax year end
;EHydro One Networks Inc. 87086 5821 RCOO0DL Yz%rﬂhg?rl‘?-g:y '

+ Comgpiete the information below if the corporation deducted payments from its income made to a registered pension ptan (RPP), a registered
supplementary unemployment benefit plan (RSUBP), a deferred profit sharing plan (DPSP), or an employee profit sharing plan (EPSP).

& If the trust that governs an employee profit sharing plan is not resident in Canada, please indicate if the TAPS, Statement of Emplovees Profit Sharing
Plan Allocations and Payments, Supplementary slip{s) were filed for the last calendar year, and whether they were filed by the trustee or the employer.

Type of Amount Name of EPSP trust Address of EPSP frust
plan of contribution
(see

note 1)

Registration T4PS
number (RPP, stipfs)
RSUBP, and filed
DFSP oniy} by:
{see
note

(see note 2)

3)
(EPSP
only)

| ED

109,618,618 | 1059104

Note 1: FEnfer the applicable Note 22 You do not need to add to Schedule 1 any payments you made to deferred income

: code number: ptans. Ta reconcile such payments, calculate the foliowing amount;
N 1-RPP Total of alt amounts indicated In coiumn 200 of this sehedufe  eevvvviinnnnnnecnnee 109,618,618 A
2~ R8UBP Less: .
3-DPSP Total of all amounts for deferred income plans deducted in your financial statements 109,618,618 B
4~ EPSP Deductible amount for contributions to deferred incomé plans -
(amount A minus amount B) (if negative, enter "0} coveerriiin s _C
Enter amount C on line 417 of Schedule 1
Note 3t TaPS slip(s) filed by: 1 - Trustee
2 — Employer
T2 SCH 15 (06) C&l’l&dﬁ
CORI;ORATE TAXPREP | TAXPREP DES SOCIETES - EP13  VERSION 2010 V1.0 Page 1 0f 3
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ONIOER filing.209 2009-12-31 Hydro One Networks Inc.

010-07-29 10:56

- General information
1.

Agency du Canada

INVESTMENT TAX CREDIT — CORPORATIONS

87086 5821 RC0O001
ﬁ’ﬂ Canada Revenua  Agence du revent SCHEDULE 31

For use by a corparation that during a tax year:
» earned an investment tax credit (ITC);

e is clairning a deduction against its Part  tax payabie;
e is claiming a refund of credit earned during the current tax year;
= is clairing a carryforward of credit from previous tax years;

o is transferring a credit following an amélgamation or wind-up of a subsidiary, as described under subsections 87{1) and
83(1) of the federal Income Tax Acf;

s is requesting a credit carryback; or
e is subject to a recapture of [TC.

References to parts, sections, and subsections on this schedule are from the federal Income Tax Act and the federal Income Tax Regulations.
References to interpretation bulletins and information circtlars are to the latest versions.

“The ITC is efigibie for a three-year carryback (if not deductible in the year earned), It is also eligible for a twenty-year carryforward for

., credits eamed in tax years that end after 1997 and did not expire before 2008 and a ten-year carryforward for credits earned in tax
©years that end before 1998. The apprenticeship job creation tax credit can only be carried back to tax years that end after May 1, 2006.

Investments or expenditures, as defined in subsection 127(8) and Part XLVt of the federal Income Tax Reguiations, that earn the
fT'C are:

e qualified property (Parts 4 to 7

» expenditures that are part of the SR&ED qualified expenditure pool {Parts 8 to 17). Complete and fite Form T661,
Sclentific Research and Experimental Developrnent (SR&ED) Expenditures Claim.

s pre-production mining expenditures (Paris 18 to 20);

s anprenticeship job creation expenditures (Parts 21 to 23}, and

« child care spaces expenditures (Parts 24 {o 28).

Attach a completed copy of this schedule with the T2 Corporation Income Tax Return.

For more information on FTCs, see the section called "Investment Tax Credit” in the T2 Corporaion - Income Tax Guide, Information Circular
iC 78-4, Investment Tax Credit Rates, and its related Special Release, Also, see interpretation Bulletin IT-151, Scientfic Research and
Experimental Development Expendifures.

For information o SR&ED, see Interpretation Bultetin 17-151 {consalidated), Seientific Research and Experimental Development
Expenditures; Information Circular 86-4, Scientific Research and Experimental Development; Brochure RC4472, Overview of the
Scientific Research and Experimental Dgvelopment Program (SR&ED) Tax Incentive Progrant, Brochure RC4467, Support for your
R&D in Canada and T4088, Guide fo Form T661 Scienfific Research and Experimental Development (SR&ED) Expenditures Claim.

1.

~ Detailed information

For the purpose of this schedule, "investment” means:
The capitat cost of the property (excluding armounts acded by an election under section 21}, deterrined without reference to subsections 13(7.1) and

_13(7.4), minus the amount of any government or nor-goverament assistance that the corporation has received, is entifled to receive, or can

reasonably be expected to receive for that property when it files the income tax return for the year in which the property was acquired.

.An ITC deducted or refunded in a tax year for a depreciable property, other than a depreciable property deductible under paragraph 37(1)(b), reduces the

capital cost of that property in the next tax year. it also reduces the undepreciated capital cost of that class in the next tex year, An 1TC for SREED

., deducted or refunded in a tax year will reduce the balance In the pool of deductible SR&ED expenditures and the adjusted cost base {ACB) of an
“interest in a partnership in the next tax yeer. An TG from pre-production mining expenditures deducted In a tax year reduces the balance in the peol of

deductible cumulative Canadian exploration expenses in the next tax year.
Property acquired has to be *available for use” before a claim for an ITC can be made,

Expenditures for SR&ED and capital costs for a property qualifying for an TG must be identified by the claimant on Form T661 and Schadule 31
no later than 12 months after the claimant's income tax retum is due for the tax year in which the expenditures or capital costs were incurred.

Partnership allocations ~ Subsection 127(8) provides for the allocation of the amount that may reasonably be considered tobe a partner's share of the
FTCs of the partnership at the end of the fiscal period of the partnership, An aliocalion of ITCs is generally considered to be the partner's reasonable
share of the [TCs IF it is made in the same proportion in which the parlners have agreed to share any income or loss and if section 103 of the Actis
not applicable for the agreement to ghare any income or loss. For more information, see Interpretation Bulletin IT-151. Speciat rules apply to specified
and limited partners.

For SR&ED expenditures, the expression "in Canada® includes the "exclusive econemic zone” (as defined in the Oceans Act to
generally consist of an area that is within 200 nautical mites from the Canadian coastling), including the airspace, seabed and subsoil
for that zone.

T2 8CH 31 E(0812)

CORPORATE TAXPREP / TAXPREP DES SoCIETES - EP13  VERSION 2010 V1.0

Canadd
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ONE-QEB filing.209 2009-12-31 Hydro One Networks Inc.

110-07-29 10:56 87086 5821 RC0001
Name of corporation Business Number Tax year-end
' Year Month Day
Hydro One Networks Inc, 87086 5821 RCO001 2009-12-31
-Part 1 — Investments, expenditures and percentages :
Specified
Investiments percentage
Qualified property acquired prirmarily for use in Newfoundland and Labrador, Prince Edward Istand, Nova Scotia,
New Brunswick, the Gaspé Peninsula, or a prescribed offshore region .+« v v m e 10 %
Expenditures
IF-you are & Canadian-controfled private corporation {CCPC}, this percentage may apply to the portion
that you claim of the SR&ED qualified expenditure pool that does not exceed your expenditure limit .
P T 35%
Note: I your current year's qualified expenditures are more than the corporation’s expenditure fimit (see
Parl 10), the excess is eligible for an ITC calculated at the 20 % rate.
if you are a corporation that is nota CCPC that incurred qualified expenditures for SR&ED in any area mCanada . ... e 20%
If you are a taxable Canadian corporafion that incurred pre-production mining expenditures .« ..o 10 %
t you paid satary and wages to apprentices in Ihe first 24 months of their apprenticeship contract for employment oo oo v v e - 10 %
If you incurred eligibte expenditures after March 48, 2007, for the creation of ficensed child care
spaces for the children of your employees and, potentially, for other children oo 25%

~{"P‘art 2 — Determination of a qualifying corporation
Is the corporation a gualifying COMPOTALION? woeeemeo s s e mn s o s s 10T

for their last tax year ending in the previous calendar year, cannct be more than their qualifying income limit for the particular tex year.

Note: A CCPC calculating a refundable ITC, Is considered to be assoclated with another corporation if it eets any of the conditions in subsection 256(1),
except where!

¢ one corporation Is associated with another corporation solely because one or more pErsons own shares of the capital stock
of both corporations; and

.= one of the corporations has at least one shareholder who is not common to both corporations.

h;“'you are a gqualifylng corporation, you will earm a 100% refund on your share of any ITCs earmed at the 35% rate on quaiitied current expendifures
for SRAED, up to the aliocated expenditure linit. The 100% refund does not apply to qualified capital expenditures eligible for the 35% credit rate.
They are only efigibie for the 40% refund.

Some CCPCs that are not gualifying corporations may also eam a 100% refund on their share of any ITCs earned at the 35% rate on qualified
current expendifures for SR&ED, up to the allocated expenditure limit. The expenditure fimit can be determined in Part 10. The 100% refund
does not apply to qualified capital expenditures eligible for the 35% credit rate. They are only eligible for the 40% refund,

The 100% refund will not be available to a corporation that is an exciuded corporation as defined under subsection 127.9(2).
A corporation is an excluded corporation if, af any time during the year, it is a corporation that is either controlted by (directly or
indirectly, in any manner whatever) or is refated to:

, @) one or more persons exempt from Part | tax under section 149,
by er Majesty in right of & provinee, a Ganadian municipatity, or any other public authority; or
¢y any combination of persons referred to in a) or b) above.

1 ‘s’esD 2 No::i?

For the purpose of a refundable ITC, a qualifying corperation is defined under subsection 127.1(2). The corporation has to be a COPC and the taxable income
{before any loss carrybacks) for its previous tax year cannot be more than its qualifying income fimit for the particutar tax year. i the corporation is associated
with any other corporations during the tax year, the total of the taxable incomes of the corporation and the associated corporations (before any ioss carrybacks),

~Part 3 — Corporations in the farming industry
Complete this area if the corporation is making SR&ED contributions

is the ¢orporation claiming a contribution In the current year to an agricuttural organization —
whose goal is to finance SR&ED work (for example, check-off dues)? ... e i 102 1 Yes D

If yes, complete Schedule 125, income Statement Information, to identify the type of farming industry the corporation is involved in.
For more information on Schedule 126, see the Guide to the General Index of Financial Information (GIFl) for Corporations.
Enter contributions on line 350 of Part 8.

2No

CORPORATE TAXPREP [ TAXPREP DES SOCIETES - EP13 VERSION 2010 V1.0
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2008-12-31 Hydro One Networks Inc.

ONI-OEB filing.209
87086 5821 RC0O0?

110-07-29 10:56
QUALIFIED PROPERTY

part 4 - Eligible investments for qualified property from the current tax year

- CCA® class Description of investment Date available Location used Amount of
number for use (province or territory) investment

B 120 B N 25

| 110]

*CCA: capital cost aliowance
Total investment — enter in forenula on line 240 in Part 5 ‘

— Part 5 — Calculation of current-year credit and account balances — ITC from investments in qualified property

TG ot the end of he Previous [BXYEAr <<=+ < = s e s e s st I
Deduct:

Credit deemed as a remittance of co-op COrPOTALIONS v s a s e
CCrediterpifed” .. ee e es s

(TC at the beginning Of N TBXYEAr  «+ + < - v e nn e s s s s s s st m
Add: _
Credit iransferred on amaigamation or wind-up of subsidiary ... e e 2
(TG from repayment of aSSISEANCE  « o v v v s et T T T

Total current-year credit: total of column 125 % 10 %
Credit allocated from apartnership v v v e e s TR

Total et avalable e e T

Deduct

iiedit deducted from Part | tax {enter on fine B1 in Part 30)

; oredit carried back to the previous year(s) (from Part &) -
" Credit transferred to offset Part Vii tax e R IR 2 28 3

T
Deduct:
Refund of credit ciaimed on investments from qualified property (from Part 7)

ITC closing batance of investments from qualified property ..o c et T
* The credit expires after 20 tax years if it was earned in a tax year ending after 1997 and did not expire before 2008 and 10 tax years i it was eamed in 2
tax year ending before 1898,

_part 6 — Request for carryback of credit from investments in quatified property

r Year % Month ‘ bBay

1st previcus tax yesr
2nd previous tax year
3rd previous tex year

L

~ Part 7 — Calculation of refund for qualifying corporations on investments from qualified property

Current-year ITCs (total of lines 240 and 250 in Part N L R

_Cr‘edét balancs before refund (amount B from Parts) v e s e s e T

Refund { 40 %% of amount C or ©3, whichever is S R E AR

Enter amount £ or a tesser amount on line 310 in Part 5 {alsa enter iton iine 780 of the T2 return if the corperation does not cleim an SR&ED 1TC refund).

L e e Page 3 of



ONI-OEB filing.209 2069-12-31
)10-07-29 10:56

Hydro One Networks Inc.
87086 5821 RCO001

Name of corporation Business Number

: Hydro One Networks Inc. 87086 5821 RCOQ01

Tax year-end
Year Month Day
2009-12-31

SR&ED

- Part 8 — Qualified expenditures for SR&ED
Current expenditures

Current expenditures (from line 557 on Farm TBB1) ..o v v 3,120,034
Add:

Contributions to agricultural organizations for SR&ED under
paragraph 370C10(@)" ..o

-Peduct:

" Government and non-government assistance® . ... .. ...
“'Contributions to agricuiiural organizations for SR&ED* ... ... .. P
Current expenditures (including confributions to agricullural organizations for SR&EDY . ... .. 3,120,034 p- 359
Capital expenditures (from line 558 on Form 11151 ) 2 R R I I I
Repayments made in the year (from fine 60 on Form - T I

* Dg pot file form T861 if you are only claiming contributions made o agriculturat organizations for SR&ED.

3,120,034

Fotal {this must equal the amount from fine 570 on Form TEB1) et i e e 380

3,120,034

- Part 9 - Components of the SR&ED expenditure limit calculation
Part 9 only applies if the corporation is a CCPG.

subsection 256(1), except where:

® one corporation is associated with another corporation solely because one of More Persons own shares of the capital stock of the
corporation; and
e one of the corporations has at least one shareholder who s not commen to both corporations.

Is the corporation associated with another CCPC for the purpose of calcutating the SR&ED expenditure

Complete lines 390, 395 and 398, if you answered no to the guestion at line 385 above or if the corporation is not associated
with any other corporations (the amounts for associated corporations will be determined on Schedule 49),

a) Enter your taxable income for the previous tax year* (prior to any loss carry-backs applied). .. e
b) Enter your reduced business limit™ for the current tax year™ {this amount cannot be more than

C}‘ Enter your taxable capital employed in Canada for the previous ax year
. minus $10 million, If this amount is nil or negative, enter 0.

~ Income Tax Guide.

Note: A CCPC that calculates SR&ED expenditure limit, is considered to he associated with another corporation if it meets any of the conditions in

o D ER 1ves[X] 2wl 10

the amount at fine 4 on page 4 of the T2 refurn).

¥ this amount is over $40 million, enter $40 milion. ... . e i i

= |f gither of the lax years referred fo at line 390 or 395 is less than 51 weeks, multiply the texable tncome or the business limit by the following resulf:
365 divided by the number of days in these tax years. For detalis on the expression "Reduced business limit," see lire 652 of the T2 Corporation

»+ 1f the gorporation is ciaiming only a portion of the pusiness limit from line 4 on page 4 of the T2 return because of its association with other
corporations, calculate your reduced business lirit s If the corporation was not associated in the current tax year. Enter the result at line 385.

CORPORATE TAXPREF | TAXPREP DES SOCIETES - EP13  VERSION 2016 V1.0
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SNI-QEB filing.209 2008-12-31
¥10-07-28 10:56

~part 10 — Calculation of SR&ED expenditure limit for a ccPC

Hydro One Networks inc.
87086 5821 RCO0O1

For stand-alone corporations:

Calculation 1: Tax year ends befcre February 26, 2008,

.[(§6,000.GOO minus (10 x (line 390 from Part 8 or $400,000, whichever is more})) x {{line 395 from Part 9)
divided by line 4 on page 4 of the T2 B R

cileulation 2: Tax year starts after February 26, 2008 and ends before January 1, 2010.
{($7,000,000 minus (10 x (fine 360 from Part 9 of $400,000, whichever is more))} % {{$46,000,000 minus
line 398 from Part 8} divided by $A0.000,000)] e eeeevee s sy T

Calculation 3: Tax year includes February 26, 2008.
AA + [(BB minus AA) x (CC divided by DD)] where,

Af= (36,000,000 minus (10 x (line 360 from Part 9 or $400,000, whichever is more))} x {{line 395 from Part 9}
divided by line 4 on page 4 of the T2 return)i;

.BB= [($7,000,000 minus {10 x (iine 390 from Part 8 or $400,800, whichever is more))) x {{$40,000,000 minus line 308
{607 from Part 8) divided by $40,000,000%
‘ e6= number of days in the tax year after February 25, 2008;

DD = number of days N the tax year, - cen e s o ce s T T

Calculation 4; Tax year starts after December 31, 2008,

[($8,000,000 minus {10 x {line 390 from Part 9 or $500,000, whichever is more)}) X {{$40,000,060 minus
08 from Part 0) divided by $40.000,000)] . -esse st

Cailcutation 5: Tax year includes January 1, 2010,
EE + [{FF minus EE) x (GG divided by HH)} where,

EE = [{$7,000,000 minus (15 X {fine 390 from Part 9 of $400,000, whichever is more)}) X {{$40,000,000 minus
fine 308 from Part 9) divided by $40,000,0000%

FF = {($8,000,000 minus (10 x (line 300 from Part @ or $500,600, whichever i more})) % ({$40,000,000 minus
line 398 from Part 9) divided by $40,000,000)];

GG = number of days in the tax year after December 31, 2008;
HH = number of days inthe tax year. ... «e oo T T E T

Enter the amount from Calculation 1, 2, 3, 4 or B, whichever is applicable

For associated corporations:
i associated, the aliocation of the SRAED expenditure fimit as provided on Schedule 48
Where the tax year of the corporation is less than 51 weeks, calculate the amount of the expenditure limit as follows:

LineGorH X Number of days in the fax year 365 = e
365

Your SR&ED expenditure limit for the year {enter the amount from line G, H, or |, whichever applies)
*  Amaunt G or H cannot be more than $3,000,000 ($2,000,000 if tax year ending before February 26, 2008},

*G

s

et immem £ nEe oaerETES L EBTR VERSTON 2010 V1.0
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ONI-OEB filing.209 2009-12-31 Hydro One Networks Inc.
110-07-29 10:56 27086 5321 RCOOM

- Part 11 — Calculation of investment tax credits on SR&ED expenditures

Enter whichever is less: current expenditures (line 350 from Part 8) or N—
the expenditure limit (ine 410 from Part 10) o X 5% = J

Lme 350 minus line 410 (if negative, enter "0} .. .. e ) 3,120,034 20% = 624,007 K
Line 410 minus line 350 {if negative, enter *0") . ..o i i L.

Enter whichever is tess: capital expenditures {fine 360 from Part 8) -
OF e L BDOVE® o v e e e n e 3B5% = M

Line 360 minus fine L (if negative, eter 0%« v vt e v it et n e 450 x 20% = N

Repayments (amount from line 370
NPart8) ..

If & corporation makes a repayment 35 o
of any government or non-government 20 %
assistance, or contract payments : °

that reduced the amount of qualified Total g O
expenditures for ITC purposes, the
amount of the repayment is eligible
for a credit at the rate that would
have applied fo the repaid amount.
Enter the amount of the repayment
on the line that corresponds to the
appropriate rate.

Current-year SREED ITC (fotal of lines J, K, M, N, and O; enter on line 540 in Part 12) - .oovvvevenorme e e e 624,007

* For corporations that are not CCPCs, enter "0" on lines J and M.

-fP:art 42 - Calcuiation of current-year credit and account balances —1TC from SR&ED expenditures

TG at the end of the Previous tBX YEAr o .o v e v o s oo s s T
Deduct:
Credit deemed as a remittance of co-op corporations . . ..o v e e e e e :
Credit Xpifed’ o it e e e e

ITC atthe beginning of the faX year .+ oo s v am s n m
Add:

Credit transferred on amalgamatiors or wind-up of subsidiary .

Total current-year credit L. e 624,007

. Credit allocated from apartnership . oo o e i i 550

¢ 624,007 P 624,007
Total Credit @VAIADIE + e e e e e e e 624,007
Deduct:
. Credit deducted from Part { tax (enter on line B2 in Part 30) w 624,007
Credit carrled back to the previous year(s} {from Part 13) .
Credit transferred to offset Part Vil tax liabifity . ..o oo oo vir v e 58

P

624,007 b 624,007
Credit balance beforerefund - ..o S R AL I T A Q
Deduct:

. Refund of credit claimed on expenditures of SR&ED (from Part 14 or 15, whichever applies) ... .. e e i s m

zTc Closing balance on SREED . v e e e e 620

- The credit expires after 20 tax years if if was earned in a tax year ending after 1997 and did not expire before 2008 and 10 tax years if it was sarned in a
tax year ending before 1988,

~Part 13 — Request for carryback of credit from SR&ED expenditures

Year ‘ dMorth l Day
istprevious taxyear | et Credit to be applied
ond previous taxyear |l e Credit to be applied
rd previous taxyear L .4 ccerorostcerocmones . Credit to be applied

Total {enter on line P in Part 12)

TORPORATE TAXPREP [ TAXPREP DES SOCIETES - EPL3  VERGION 2010 Vi.0 Page 6 of 15



{i-OFB filing.209 2009-12-31 Hydro One Networks Inc.

H_{}«,O"I-ZQ 10:56 87086 5821 RCO0O1
Namlé of corporation Business Number Tax year-end
L Year Month Day
Hydro One Networks Inc. 87086 5821 RCO001 2009-12-31

r Part 14 — Calculation of refund of ITC for qualifying corporations -~ SR&ED

Complete this part only if you are a qualifying corporation as determined at line 101.

s the corparation an excluded corporafion as defined under subsection 127 1(2)7 o .. i s e e s m e m 1Yes D 2 No
Credit balarce before refund (armount Q from Part12) o i ieeee e R

Current-year ITC (fines 540 pius 550 from Part 12 minus kne O from Part 1)

Refundable credits {amount R or 8, whichever T A I T
A%dunt JRomMPAt 11 e e e e e S U '
Sbtract: AMOUNtT or U, Whichever IS 1858+« v vve v cmn s s T T V
Netamount (if negative, enter "0") .o T T LI W '
Amount W X AD To e e %
Add: AmourntV e e O O A Y
Refund of ITC (amounts X pius Y — enter this, or a lesser amount, on line 610 MPAE 12} o z
Enter the total of lines 310 from Part § and 610 from Part 12 on line 780 of the T2 return.
X Ifyou are also an exciuded corporation {as defined in subsection 127.1{2)], this amount must be multiplied by 40%.
“ Giaim this, or a lesser amount, as your refund of ITC online Z.

_part 15 — Calculation of refund of ITC for CCPCs that are not qualifying or excluded corporations — SR&ED

Compiete this box only if you are a CCPC that is not a qualifying or excluded corpuration as determined in Part 2,

Credit balance before refund (amount Q from Part 12) PR S A AA
AmountJ from Part 11 oo e T BB

Subfract: Amount AA of BB, whichever is1ess .+ e v oo st T cC
Net amount (f negative, ENfer"0)  + e e e e e s s T oD
e A L R EE
Arfiount DD or EE, whichever is less X AB % e FE
A AMOUME GO BBOVE  « e e e emm e e e s s e R GG
Refund of ITC (amounts FF plus GG) oo evvnv o ncmrmnssn s m s s TR HH
Enter HH, or a lesser amount, on fine 610in Part 12 and aiso on fine 780 ¢f the T2 return.
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ONI-OEB filing.209
10-07-29 10:56

2009-12-31

RECAPTURE — SR&ED

Hydro One Networks Inc.
87086 5821 RCO0O(G1

-Part 16 — Calculating the recapture of ITC for corporations and corporate partnerships — SR&ED

You will have a recapture of ITC in a year when alf of the foliowing conditions are met:

e you acquired a particular property in the current year or in any of the 20 previous tax years, if the credit was earned in a tax year ending
after 1997, or in any of the 10 previous tax years, if the credit was earned in a tex year ending before 1908,

=+ you claimed the cost of the property as a qualified expenditure for SREED on Form T661;

« the cost of the property was included in caiculating your ITC or was the subject of an agresment made under subsection 127(13)
{o transfer qualified expenditures; and

+ you disposed of the property or converted it to commercial use after February 23, 1088, This condition is also met if you disposed
of or converted to commercial use a property that incorporates the particular property previously referred fo.

Note

The recapture does not apply if you disposed of the property te a non-arm's length purchaser who intended ‘o use it aft or substantially
ali for SR&ED. When the non-arm's length purchaser tater sells or converts the property to commercial use, the recaplure ruies will appiy
to the purchaser based on the nistorical 1TC rate of the original user.

You wilt report a recapiure on the T2 return for the year In which you disposed of the property or converted it to commerclal use. in the following
tax year, add the amount of the ITC recapture to the SRAED expenditure pool.

If you have more than one disposition for calcutations 1 and 2, complete the cofumns for each disposition for which a recapture applies, using
the calcutation formats below.

— Caiculation 1 — If you meet all of the above conditions

Amount from column 700 or 710,
whichever is less

Amount calculated using [TC rate
at the date of acquisition
{or the original user's date of acquisition)
on either the proceeds of disposition
(if soid in an ar’s length fransaction)
or the fair market value of the property
{in any other case)

Amount of ITC you originally calculated
for the property you acquired, of the
original user's ITC where you acquired the
property from a non-arm's length party, as
described in the note above

Subtotal (enter this amount on fine LL in Part 17}

— Calculation 2 -~ Only if you transferred alf or a part of the qualified expenditure to another person under
an agreement described in subsection 127(13); otherwise, enter nil at line Jdd in Part 16,

A B Cc

Rate percentage that the transferee
used in determining its FTC for qualified
expenditures under a
subsection 127(13) agreement

Proceeds of disposition of the property
if you dispose of it to an arm's fength
person; or, in any other cese, enter
the fair market value of the property at
conversion or disposition

Amount, if any,
already provided for in Calculation 1
{This allows fer the situation where only
part of the cost of a property is transferred
under a subsection 127(13) agreement.)

CORPORATE TAXPREP / TAXPREP DES SOCIETES ~ EPI3 VERSION 2610 vi.0
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1ONI-OER filing.209 2009-12-31 Hydro One Networks Inc,

WGA3-07-28 10:56 87086 5821 RC0001
Name of corporation Business Number Tax year-end
Year Month Day
Hydro One Networks Inc. 87086 5821 RCOOO1 2009-12-31

~Part 16 — Calculating the recapture of ITC for corporations and corporate partnerships — SR&ED {continued)

~— Calculation 2 (continued) - Only if you transferred all or a part of the gualified expenditure to another person under an agreement
described in subsection 127(13); otherwise, enter nil on line JJ below.

B E F
Amount determined by the formula ITC earned by the transferee for the Ameunt from column 9 or E,
(AxB)-C qualified expenditures that were transferred whichever is less

Subtotat {enter this amount on line MM in Part 17) J

Calculation 3

As a member of the partnership, you will report your share of the SR&ED 1TC of the parinership after the SR&ED ITC has been reduced by the
arnount of the recaplure. If this amount is a positive amount, you will report it on line 550 in Part 12, However, if the partrership does not have
enough ITC ctherwise available to offset the recapture, then the amount by which reductions to ITC excead additions (the excess) will be
determined and reported on line KK below.,

Corporate pariner's share of the excess of SRAED iTC (amount o be reported on line NN in Part 17) 759 KK

~ Part 17 — Total recapture of SR&ED investment tax credit
Recaptured ITC for calcutation 1 from line 1l in Part 76 ........................................... e
Recaptured ITC for calculation 2 from line JJin Partt6above ... ..o i MM
Recaptured ITC for calculation 3 from line KK inPart 16 above . .. .o i it e e e e e e e e NN
Total recapture of SREED investment fax credit - Add lines LL, MM and NN ... . o i e i e o0

Enter amount QO at line A1 in Part 28.

“ORPORATE TAXPREP / TAXPREP DES SOCIETES - EP23  VERSION 2016 V1.0 Page & of 15



ONI-OEB fiting.209 2{}09—12-31 Hydro One Networks inc.
¥10-07-29 10:56 87086 5821 RCOO01

PRE-PRODUCTION MINING

- Part 18 — Pre-production mining expenditures

Exploration information

A mineral resource that qualifies for the credit means a mineral deposit from which the principal mineral to be extracted is diamond, a base or precious
metal deposit, or a minerat deposit from which the principal minerat to be extracted is an industrial mineral that, when refined, results in a base or

precious metal.

In column 800, fist ali minerals for which pre-production mining expendiiures have taken place in the tax year.

List of minerals
800

'For each of the minerals reported in column 800 above, identify each project, mineral fitte, and mining division where fitle is registered. If there is no

mineral e, identify the project and mining division only.

Project name Mineral title Mining division

Pre-production mining expenditures *

Pre-production mining expenditures that the corporation incurred in the tax year for the purpose of determining the
existence, location, extent, or quality of a mineral resource in Canada:

e O

Nz

Geological, geophysical, or GEOChBMICAI SUIVEYS o cos v v s s o m s

da

Drilling by rotary, diamond, percussion, o OtEr EIOHS v ee e v e e mm e s m s e

RR

Trenching, digging test pits, and preliminary SAMPHG v e e e e e e

58

Pre-production mining expenditures incurred in the tax year for bringing a new mine in a mineral resource in Canada into
production in reasonable commercial guantities and incurred before the new mine comes into production in such quantities:

Glearing, remaoving overburden, and SEPPING v v v v e e e e s e s

1T

$itking a mine shaft, censtructing an adit, or other undsrground entey oo v e e

uu

Othigr pre-production mining expenditures incurred in the tax year;

Description

Add amounts at colurnn 826 >

Total pre-production mining expenditures {add amounts PP to VV) 830

Deduct:  Total of alt assistance (grants, subsidies, rebates, and forgivable loans) or reimbursements that the corporafion
has received or is entitled to receive in respect of the amounts referred toatline 830 above .. ..o m

WW

Excess {line 830 minus line 832) (if negative, enter gy

Add: Repayments of government and non-government assistance

3

Pre-production mining expenditures {famount WW plus amountXX) . a o

* A pre-production mining expenditure is defined under subsection 127(9} and does not include an amount renounced
under subsection 66(12.6).

~ORPORATE TAXPREP / TAXPREP DES SOCIETES - EP13  VERSION 2018 V1.0
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Hydro One Networks inc.

CNI-OEB filing.209 2008-12-31
310-07-28 10:56 87086 5821 RCOG01
Narme of corporation Business Number Tax year-end
) Year Month Day
Hydro One Networks Inc. 87086 5821 RCOGO1 2009-12-31

ITC at the end of the Previous laX YBAr -« v v v oo v n v s v sn e st T

Deduct: -
" Credit deemed as aremittance of co-op COMPOrAKIONS . . oo v v v e
e R 845
Suptotal i
ITC ot the beginning Of IR BXYEAr -« v v exee e n s m s s e st 850

Add:
Credit ransferred on amalgamation or wind-up of subsidiary

Total credit available

Deduct:
Credit deducted from Part | tax (enter on line B3 in Part 30) 2009
Credit carried back to the previous year(s) (from Part 200 e e

ITC closing balance from pre-production mining expenditures

* ‘The credit is eligible for a 20 year carryforward effective for credits earned in 2003 and Jater tax years.

- Part 19 — Calculation of current-year credit and account balances — ITC from pre-production mining expenditures

~Part 20 — Request for carryback of credit from pre-production mining expenditures

Total {enter on line CCC in Part 19}

Year i Month ‘ Day
Istprevious taxyear | e Credit to be applied
Bl R - A SR — Credit to be applied
wdprevious taxyear L d e Credit to be applied 23

CORPORATE TAXPREP / TAXPREP DES SOCIETES « EPI3  VERSION 2010 V1.6
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DNt with SRED from PW(C.200 2009-12-31
110-06-29 18:06

- Part 22 — Calculation of current-year credit and account balances — |TC from apprenticeship

Hydro One Networks inc.
87086 5821 RC0001

job creation expenditures

TC at the end of the previous tax year

Deduct: _
Credit deemed as a remitiance of co-op corporations . . ..o oo e e e 1

4Credit expired after 20taxyears .. ...

Sublotal >

ITC at the beginning of the tax year
Add:
Credit transferred on amalgamation or wind-up of subsidiary
ITC from repayment of assistance ... . oo o e !
Total curreni-year credit (total of colump B05) .. ..o ), 498,838
Credit allocated from @ parinership . .. . v o i e e e B

498,838 b

408,838

Total credit available

498,838

D:é’d_uct:
- Gredit deducted from Part | tax {enter on line B4 in Part 30}
Credit carried back fo the previous year(s) (from Part 23)

498,838

DD
Subtotat 498,838 b

498,838

ITC closing balance from apprenticeship job creation expenditures

~ Part 23 —~ Request for carryback of credit from apprenticeship job creation expenditures

Carryback of this credit is restricted to tax years ending after May 1, 2006.

Year ] Month | Day
istprevious taxyear ] e e Credit to be applied
Znd prevous taxyear |l e e s Credit to be applied S
Ardprevious taxyear L e e Credit to be applied 33

Total {enter on line DDD in Part 22)

ORPORATE TAXPREP [ TAXPREP DES SOCIETES - £P12  VERSION 2009 V2.0
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ONI-OEB fifing.209 2009-12-31 Hydro One Networks Inc.

010-07-29 10:56 87086 5821 RCO001
Name of corporation Business Number Tax year-end
Year Month Day
Hydro One Networks Inc. 87086 5821 RCOO01 2009-12-31

CHILD CARE SPACES

- Part 24 - Eligible child care spaces expenditures

Enter the eligible expenditures that the corporation incurred after March 18, 2007, to create licensed child care spaces for the children of the employees and,
potentially, for other chiidren. The corporation is not a child care senices business. The eligible expenditures include:

o the cost of depreciable property (other than specified property); and

o the specified child care start-up expenditures;

acauired or incurred only to create new chitd care spaces at a licensed child care facility.

= Gost of depreciable property from the current tax year

CCA* class number Description of investment Date avaiiable for use Amount of investment

665 695

1.
Total cost of depreciable property from the current tax year : EEE
Add: Specified child care start-up expenditures from the current taxyear ... oo e 70 FF¥
Total gross eligible expenditures for chitd care spaces {line 715 plus N0 S R R R GGG
Deduct: Total of alf assistance (including grants, subsidies, rebates, and forgivable foans) or reimbursements that
the corporation has received or is entitled to receive in respect of the amounts referred to at line GGG) HHH
Excess (amount GGG minus amount HHH) (if negative, enter "0") il
JJd

Add: Repayments of government and non-government assistance

Fotal eligible expenditures for child care spaces (amount il plus amount NRAY

* CCA: capitat cost allowance

CORPORATE TAXPRER [ TAXPREP DES SOCIETES - EP13  VERSION 2018 V1.0 Page 13 of 15



ONiI-OEB filing.209

2009-12-31 Hydro One Networks inc.
¥10-07-29 1056

87086 5821 RC0O001
~ Part 25 — Calculation of current-year credit — ITC from child care spaces expenditures

The credit is equal to 25% of eligible child care spaces expendilures incurred after March 18, 2007, to a maximum of $10,000 per child care space created
in' a icensed chitd care facility,

Eligible expenditures {line 745)

x 25% = KKK
Number of child care spaces X $ 10,000 = LLL
ITC from child care spaces expenditures (amount KKK or LLL, whichever is I888) e _ MMM

~ Part 26 — Calculation of current-year credit and account balances ~ ITC from child care spaces expenditures

ITC at the end of the previous tax year

Dechict:

Credit deemed as a remittance of co-op corporations
Credit expired after 20 tax years

ITC at the beginning of the tax year

Add:

Credit transferred on amaigamation or wind-up of subsidiary
Total current-year credit (amount MMM above)
Credit aliocated from a partnership

i [
T
Total credit available

Deduct: =

Credit deducted from Part | tax {enter on line B5 in Part 30)
Credit camied back to the previous year(s) (from Part 27)

NNN

ITC closing balance from child care spaces expenditures

m_fart 27 - Raquest for carryback of credit from child care space expenditures

_ Year | Month i Day

{st previous tax year 20081231 | e ... .. Credito be applied
2nd previous tax year 2007-12-31 0 e Credit to be applied
3rd previous tax year 2006-12-31

...................... Credit to be applied
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HONI-OEB filing 209 2009-12-31 Hydro One Networks Inc,

2010-07-28 16:12 87086 5821 RCO0O1
Name of corporation Business Number Taxyear-end
Year Month Day
Hydro One Networks Inc, 87086 5821 RCODOL 2009-12-31

RECAPTURE ~ CHILD CARE SPACES
- Part 28 — Calculating the recapture of ITC for corporations and corporate partnerships — Child care spaces

The ITC will be recovered against the taxpayer's tax otherwise payable under Part 1 of the Actif, at any time within 60 months of the day on which the
{axpayer acquired the property:

* the new child care space is no longer available; or

» property that was an eligible expenditure for the child care space is:
—~ disposed of orleased to a lessee; or
- converted toanotheruse,

If the property disposed of is a child care space, the amount tha can rgasonably be
considered to have been included in the original ITC (paragraph 127(27.12}a)} .+ .- oo is i e 792 777

inthe case of eligible expenditures (paragraph 127(27.12)(b)), the lesser of:

The amount that can reasonably be considered to have been included in the originat ITC 795

25% of either the proceeds of disposition (if sold in an arm’s tength transaction} .
orthe fair market value {in any othercase}oftheproperly ... v n e

Amount from line 795 or ling 797, whichavers 1888 L .. . vttt e e slele

Corporate partnerships

As & member of the parinership, you will report your share of the child care spaces ITC of the partnership after the child care spaces ITC has
heen reduced by the amount of the recapture, if this amountis a positive amount, you will report it on line 782 in Part 26. However, if

the partrership does not have enough ITC otherwise available 1o offset the recapture, then the amount by which reductions to ITC exceed
additions {the excess) wili be determined and reported on line PP below.

Corporate partner's share of the excess of ITC PRP

Total recapture of child care spaces Investment tax credit — Add jines ZZZ, Q00, and PPP
Enter amoumt QOO on Bne AZINPAME 20, oo i e e e e e s QQQ

~ Part 29 — Total recapture of investment tax credit

Recaptured SR&ED ITC from line OO IR Part 17 ... Al

Recaptured child care spaces ITC from line QQQ in Part 28 above A A2

Total recapture of investment tax credit— Add ines Atand A2
Enter amount A3 online 80Z ofthe TZreturn., o oottt it r e s A3

- Part 30 — Total ITC deducted from Part | tax

ITC from Investments in qualified property deducied from Part Hax (from fine 260 i Parts) ... v ev v e cee e e e B1
ITC from SR&ED expenditues deducted from Part Hax (from fine 560in Part 12} .. .o vve o viri e 624,007 B2
ITC from pre-production mining expenditures deducted from Part | tax (fromline 885 inPart19) .. ... ..o 83
§TC from apprenticeship job creation expenditures deducied from Part | tax (fromline BBOINPart22) ... .. ..o 458,838 B4
[TC from child care space expenditures deducted from Part | tax (from ine 785 Part 28} . . . e B5
Total ITC deducted from Part | tax (add lines B1, B2, 83,B4,and BE) ... ... o oo 1,122,845 86

Enter amount B at line 652 of the T2 return,
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ONEOEB filing.209 2009-12-31 Hydro One Networks Inc.

010-07-29 10:56 87086 5821 RCO001
Carada Revenue  Agence du revenu SCHEDULE 33
Agency du Canada

TAXABLE CAPITAL EMPLOYED IN CANADA ~ LARGE CORPORATIONS

Name of corporation Business Number Tax year-end
Year Month Day
Hydro One Networks Ing, 87086 5821 RCOBO1 2009-12-31

» tise this schedule in determining if the total taxable capital employed in Canada of the corporation (other than a financial institution or an insurance
corporation) and its related corporations is greater than $16,000,000,

. ?arts. sections, subsections, and paragraphs referred to on this schedule are from the federai Income Tax Act and the Income Tax Regulations.
«:Subsection 181(1) defines the terms "financial instifution,” "long-term debt," and "reserves.”

o Subsection 181{3) provides the basis to determine the carrying value of a corporation's assets or any other amount under Past 1.3 for its capitat,
investment allowance, taxabie capital, or taxable capial employed in Canada, or for a partnership in which it has an interest.

s [f you are filing a provincial capital tax return with your T2 Corporation Income Tax Return, also file a completed Schedule 33 with the return
n6 later than six months from the end of the tax year.

e This sehedule may contain changes that had not yet become law at the time of publishing.

If fﬁé’;orpvraﬁon was a non-resident of Canada throughout the year and carried on a business through a permanent establishment in Canada, go to Part 4,
"Taxable capital employed in Canada."

— Part 1 - Capital
Add the following amounts at the end of the year:
Reserves that have not been deducted in somputing income for the year under Part |

1,334,642,640

Capitat stock (o members' contributions if incorporated without share capital) ... .- - .. v : 3,362,893,010
T T L L 1,693,689,461
COmMrbUted SUMPIUS  + v« v o e o i oo i e v s mm s ' 4,107,012
Anyother SURDIISES . . . v e e 1
Deferred unrealized foreign exchange gaing . o . o oo v v i i a st Ut
All ioans and advances fothe corporation . . .o i i v v i i i s 108 6,985,823,348

Al indebtedness of the corporation represented by bonds, debentures, notes, mortgages, ——
hypothecary claims, bankers' acceptances, or similar obfigations . .... ... :

Any dividends declared but not paid by the corporation before the end ofthevear . ........ 14

Al other indebtedness of the corporation (other than any indebtedness for a lease)
that has been outstanding for more than 365 days beforethe end of theyear . ...........
Proportion of the amount, If any, by which the total of all amounts (see note below) for the
partnership of which the corporation is a member at the end of the year exceeds the —
amount of the parinership's deferred unrealized foreign exchange losses ... .. ..o ues 412

13,381,155,471 b 13,381,155,471 A

Deduct the following amounts:
Deferred tax debit balance attheend of theyear .. o oottt
Any deficit deducted in computing its shareholders' equity {including, for this purpose, the
amount of any provision for the redemption of preferred shares) at the end of the year

Any amount deducted under subsection 135(1) in computing income under Part | for the
year, as long as the amount may reasonably be regarded as being included in any of N
lines 101 to 112 above T R I B ¥

“Yhe amaount of deferred unrealized foreign exchange losses at the end of the year

B

Capitat for the year (amount A minus amount B) (if negative, enter "0") L L. 1 13,381,155,471

Naote: Lines 101, 107, 108, 109, 111, and 112 are determined as follows:
— [f the parinership is a member of another parinership {tiered partnerships), include the amounts of the partnership and tiered partnerships.

~ Amounts for the parinership and tiered parinerships are these that would be determined for lines 101, 107, 108, 108, 111, and 112 as if they
apply in the same way that they apply fo corporations.

~ Do not include amounts owing to the member or to other corporations that are members of the partnership.
— Amounts are determined at the end of the last fiscal period of the partnership ending in the year of the corporation.
~ The proportion of the total amounts is defermined by the corporation's share of the partnership’s income or loss for the fiscal petiod of the partnership.

T2 SCH 33 E (10) Canad?ﬁi
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ONI-OEB filing.209 2009-12-31 Hysdro One Networks Inc.
110-07-29 10:56 87086 5821 RCO001

- Part 2 — Investment allowance

Add the carrying value at the end of the year of the foliowing assets of the corporation:
A share of another COTPOTANON <« v v v v n s m e m s m s oo s s s T

A loan or advance to another corporation (other than a financial NSEULION) o oo v

A bond, debenture, note, mortgage, hypothecary claim, or similar obligation of another corporation
{other than a finantial INSHIUION] .+« o v o v v e v T T T

Long-term debt of a financlal INSHUON v v v v T : ._
A dividend receivable on a share of the capital stock of another Corporation o« o e !

13,939,577

A loan or advance fo, or a bond, debenture, note, morlgage, hypothecary claim, or similar obligation of, a partnership
ail of the members of which, throughout the year, were other corporations {other than financial instiiutions) that were
not exempt from tex under Part 1.3 {other fhan by reason of paragraph 181 ABHAT e

An interest in a partaership (see note 1 BEIOW) e s e R 41
investment aliowance for the year (add lines 401 to 407) 13,939,977

Notes:
1. Where the corporation has an interestin a partnership or in tiered partnerships, consider the following:
— the investment allowance of a parinership is deemed to be the amount calculated at line 490 above, at the end of its fiscal period, s fitwas a
corporation;
_ the total of the carrying value of each asset of the parlnership described in the above lines Is for its last fiscal period ending at or before the end of
the corporation’s tax year; and
— the carrying value of a partnership member's interest at the end of the year is its specified proportion [as defined In subsection 248(1)] of the
partnership's investment allowance. : ’
2 Lines 401 to 405 should not include the carrying value of & share of the capital stock of, a dividend payable by, or indebtedness of a corporation that is
exemnpt from iax under Part 1.3 [other than by reason of paragraph 181 BN
3. Where a trust is used as a conduit for loaning money from a corporation to another refated corperation {other than a financial institution), the loan will be
considered to have been made directly from the lending corporation to the borrowing corparation, according fo subsection 181.2(6).

~ Part 3 — Taxable capital

Capital for the year (1€ 180)  «+ « « v« oo ovne s s e n s s s T T 13,381,155471 C
Deduct: Investment allowance for the year (N8 480)  « o v v e r e r T 13,939,977 D
Taxable capital for the year (amountC minus amount D) (if negative, enter "0") . ..o m 13,367,215494
L
- Part 4 — Taxable capital employed in Canada
To be completed by a corporation that was resident in Canada at any time in the year
Taxable capitat for Taxable income earned Taxable capital g
the year {line 500) 13,367,215,494 x in Canada m 77,473,522 = employed in Canada £330 13,367,215,494
Taxable income 77,473,522
Notes: 1. Regulation 8601 gives details on calculafing the amount of taxable income earned in Canada.
2. \Where a corporation’s taxable income for a lax year Is "0," it shall, for the purposes of the above calculation, be deemed
to have a taxable income for that year of $1,000.
3. In the case of an airine corporation, Regulation 8601 should be considered when completing the above calculation,
To be completed by a corporation that was a non-resident of Canada throughout the year
and carried on a business through a permanent establishment in Canada
Total of 2l amounts each of which is the carrying vadue at the end of the year of an asset of the corporation used irt
the year or held in the year, in the course of carrying on any business duiing the year through a permanent
CtAbShMENt I CANAEA o« o e s en e e e s o s s rn s A
Deduct the following amounts:
Corporation's indebtedness at the and of the year [other than indebledness described In any
of paragraphs 181.2(3)(c) to {f)] that may reasonably be regarded as refating to a business i —
carried on during the year through a permanent establishment in Canada ... crv e
Total of ali amounts each of which is the carrying value af the end of year of an asset
described in subsection 181.2{4) of the corporation that it used in the year, of held in the
year, in the course of carrying on any business during the year through a permanent —
eotablishment in Canata ... .voevro-mser oo rrse s m T 7
Total of ail amounts each of which is the carrying value at the end of year of an asset of the
corporation that is a ship or alrcraft the corporation operated in International traffic, or
personal or movable property used or heid by the corporation in cartying on any business —
during the year through a permanent establishment in Canada (see notebelow) ... .. oo o 713
Total deductions (add lines 711, 712, and 713) b E
Taxable capital employed in Canada (line 701 minus amount E} {if negative, enter "0")
Note: Completefine 713 only if the country in which the corporation is resident did not impose a capital tax for the year on similar assets, or a tax for the
year on the income from the eperation of a ship or sireraft in international traffic, of any corporafion resident in Canada during the year.

CORPGRATE TAXPREP { TAXPREP DES SOCIETES - EP13 VERSION 2010 V1.0 Page 2 of 3



ONI-OEB filing.209 . 2000-12-31 Hydro One Networks Inc.
110-07-29 106:56 87086 5821 RCOGO1

_ Part 5 — Calculation for purposes of the smail business deduction |

This part is applicable to corporations that are not associated in the current year, but were associated in the prior year.

Taxable capital employed in Canada (fine 690 oF 790, Whichever BPPHES) . o - e v o v rm i n s m s F
S A 10,000,000 G
Excess {amount £ minus amount @) (if negative, enter "0") H

Calculation for purposes of the small business deduction (amount H x 0.00225)

Enter this amount at line 415 of the T2 refurn

[RRRCUY P,

nnnnnnnn TR
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ON§-OEB filing.209 2009-12-31 Hydro One Networks inc.
)10—07-29 10:57 87086 5321 RCCD01

Attached Schedule with Total

part 1 All loans and advances to the corporation

Title Schedule 33 - Supplementary Schedule

Description Amount
Inter-company demand facility 191,048,743100
LT Debt payable within a year (FS) A/C 330000 600,000,000100
Primary Debt (FS) A/C 302000 6,109,000,000100

~Customer deposit (390000/391010/392000) 50,869,785/00
P/Port Amounts withheld from contracts (425001) 892,584:00
Dividends Payable (443020} 5,113,529/00
WSIB(451070) 3,549,024100
Ranked Vacation(362100) 6,580,694/00
Mark to Market Adjustrment (304300) 11,350,820100
Prepayments (211820/810) outstanding >365 days 6,256{00
Unearned Revenue (Cash Deposits) A/C 427000 - 427100 7,411,913100

Total 6,985,823,348{00

CORPORATE TAXPREP [ TAXPREP DES SOCIETES - EP13  VERSION 2010 V10 Page 1 of 1



IONI-OEB filing.2G9 2009-12-31
010-07-29 10:57

Attached Schedule with Total

Part 2 - A loan or advance to another corporation (other than a financial institution}

Title Schedule 33/CT23 - Supplementary Schedule

Hydro One Networks Inc.
87086 5821 RCOO01

Description Amount
Trade Receivables outstanding over 365 days 2,948,072/00
Prepaid insurance(277180) 303,296{00
Prepaid Inergi {277190) 10,688,609160

Total 13,939,977100

CORPORATE TAXPREP / TAXPREP DES SOCIETES - P13 VERSION 2010 V1.0
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IN$-OEB filing.209 2009-12-31
10-07-29 10:67

Attached Schedule with Total

Part 1 ~ Reserves that have not been deducted in computing income for the year under Part I

Title Part 1 — Reserves that have not been deducted in computing income for th

Jescription
Schedule 13 Adjustments

Hydro One Networks inc.
87086 5821 RCLOM

Amount
1,334,642,64000

Future Income Tax Liabllity

669,404,086|00

Regulatery Future Income Tax Asset

-669,404,086!00

CORPORATE TAXPREP | TAXPREP DES SOCIETES - EP13  VERSION 2000 V18

Total 1,334,642,640/00
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ONI-OES filing.209
)10-07-20 10:57

E*E Ganada Revenue  Agence du revenu
" Agency dut Canada

2009-12-31

SHAREHOLDER INFORMATION

Hydro One Networks inc.
87086 5821 RCOGO1

SCHEDULE 50

Name of corporation

Hydro One Networks Inc.

Business Number

87086 5821 RCO001

Tax year end
Year Month Day

2009-12-31

Al private corporations must compiete this schedule for any shareholder who holds 1

preferred shares.

0% or more of the corporation's common andfor

Provide only one number per shareholder

Name of shareholder Business Number Social insurance Trust number Percentage | Percentage
{after name, indicate in brackets if the shareholder (If & corporation is not number common | preferred
is a corporation, partnership, individual, or trust) registered, enter "NR") shares shares
1{ Hydro One Inc, 86999 4731 RCOO0L 100.000
2
3
4
5
6
.7
8
9
10
T2 SCH 50 (08) Canad'éi
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ONI-OEB filing 208 2008-12-31
110-07-29 10:57

E,&E Canada Revenus  Agence du revenu
Agency du Canada

GENERAL RATE INCOME POOL (GRIP) CALCULATION

Hydro One Networks Inc.
87086 5821 RC0001

SCHEDULE 53

On:  2009-12-31

Name of corporalion Business Number Tax year-end
’ Year Month Day
Hydro One Networks Inc. 87086 5821 RCO00L 2009-12-31

« If you are a Canadian-conirolled private corporation (CCPC) or a deposit insurance corporation (MC), use this schedule to determine the general rate

income pool (GRIP).

» When an eligible dividend was paid in the tax year, fite a completed copy of this schedule with your T2 Corporation Income Tax Return, Do not send

your warksheets with your return, but keep them in your records in case we ask 1o see them later.

» Subsections referred fo in this schedule are from the Income Tax Act,

» Subsection 88(1) defines the terms eligible dividend, excessive eligible dividend designation, general rate income pool, and low rate income pool.

~ Eligibility for the various additions
Answer the foliowing questions to determine the corporation's eligibifity for the various additions:

2006 addition

. if not, what is the date of the taxation year end of the corporation's first year that includes January 1, 20067

3. During that first year, was the corporation a CCPC or would it have been a CCPC if not for the election

If the answer to guestion 3 is yes, complete Part "GRIP addition for 2006".

!
a

Change in the type of corporation

if the answer to question 5 is yes, complete Part 4.
Amalgamation (first year of filing after amalgamation)

If the answer to question 6 is yes, answer guestions 7 and 8. If the answer is no, go to question 9.

if the answer to question 7 is yes, complete Part 4.
+8. Was one or more of the predecessor corporafion a CCPC of a DIC during the taxation year that ended immediately

If the answer to question 8 is yes, complete Part 3.
Winding-up

1§ the answer to question 9 is yes, answer questions 10 and 11. i the answer is no, go to Part 1.
If the answer to question 10 is yes, complefe Part 4.

1f the answer to guestion 11 is yes, complete Part 3.

1, Is this the corporation's first taxation year that includes January 1, 20067 . ... i e
Enter the date and go direclly to QUESHON 4 . v v oo e T

of subsection 8B(11) TTAT L. ittt s

4. Was the corporation a CCPC during its preceding taxation YEar? ..o e e av s e
5. Corporaiions that become a CCPC or a 51 o L

6. Corporations that were formed as & result of an amalgamation ... i e e e e s

7. Was one or more of the predecessor corporations neither a CCPCroraDIC? . e

before aMalgaMEHONT « o s v e e e

g. Corporations that wound-up a SUBSIHRAIY v e e e e
10. Was the subsidiary neither 2 CCPC nor a DIC during its last laxation year? ... ... e e

11. Was the subsidiary a CCPC or a DiC during its Jast faxalion YEaT? L. e nes e

..............

E]Yes No

2006-12-31

[ Ives [ Ino

Yes DNO ..
DY@S No::‘

DY&S No
Cves [ Ino

[ )ves []Né.

DYes No
DY% DNO
DYes DNO

T2 SCH 53 E {08}
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ONI-OEB filing.209 2008-12-31 Hydre One Networks Ine.
310-07-28 10:57 . 87086 5821 RCOCO1

- Part 1 — Calculation of general rate income pool (GRIP)

952,863,588 A |

GRIP at the end of e ProVIOUS TAXYBAr v oo v s e s n s s s s T :

77,473,522 B

Taxabie income for the year (DICs enter *07) *
income for the credit union deduction * .
{amount E in Part 3 of Schedule 17) v v v v v oo e
Amaunt on line 400, 405, 410, or 425 of —
thie T2 return, whichever is less L L
Far a CCPC, the lesser of aggregate investment income

(line 440 of the T2 return) and taxable income * .+ - . - - - - 14 1,070,321
: Subtotal {add fines 120, 130, and 140) 1,070,321 B 1,070,321 ¢
Iz{ciafhe taxabie at the general corporate rate (tine B minus ling C} {if negative enter “0") . 5 76,403,201
After-tax income (fine 150 x general rate factor for the tax year > X N T S 51,954,177 D
Eligible dividends received in thetaxyear .. ... cav oo e st
Dividends dedustibie under section 113 received inthetaxyear ... ..o e ‘210
Subtotal (add lines 200 and 210} b E
GRIP addition:
Becorming a CGPC (line PP from Part ) S R L
Post-amatgamation {total of tines EE from Part 3 and lines PP from Part4) ...+
Post-wind-up (fotal of lines EE from Part 3 and lnes PP from Part4) ... e e
Subtotal {(add lines 220, 230, and 240) 2 F
Subtotal (add lines A, D, E, and F) 1,004,817,765 G
Eligible dividends paid In the previous X YBaI  « « o v v ann s
Cxcessive eligible dividend designations madein the previous taxyear ... .- e
Note: If becoming a CCPG (subsection 80(4) applies), enter “0" on lines 300 and 310
Subtotal (line 300 minus line 310) H
GRIP before adjustment for specified future tax consequences (line G minus line H) (amount can be negative) 1,004,817,765
T,B_fat GRIP adjusiment for specified future tax consequences to previous tax years (amount W from Part 2)
GRIP at the end of the tax year (line 480 minus s R I 1,004,817,765

Enter this amolmnt on fine 160 of Schedule 55.

* Eor lines 110, 120, 130, and 140, the income amount is the amount before considering specified future tax consegliences. This phraseis defined in
_subsection 248(1). It includes the deduction of a loss carryback from subsequent tax years, a reduction of Canadian exploration expenses and
Ganadian development expenses that were renouncad in subsequent tax years (e.g., flow-through share renunciations}, reversals of income
inciusions where an opfion is exercised in subsequent tax years, and the effect of certain foreign tax credit adjustments.

* The general rate factor for a tex year is 0.68 for any portion of the tax year that falis before 2010, 0.69 for any portion of the tax year
that falls in 2010, 6.70 for any portion of the tax year that falls in 2014, and 0,72 for any portion of the tax year that falls after 2011.
Calcuiate the general rate factor in Part 5 for tax years that siraddle these dates.

— Part 2 - GRIP adjustment for specified future tax consequences to previous tax years

Complete this part if the corporafion's taxable income of any of the previous three tax years took Into account the specified future tax consequences
defined in subsection 248(1) from the current tex year. Ctherwise, enter "0" on line 560,

First previous tax year 2008-12-31

Taxahle income before specified future tax conseguences

from the CUITENEERX YBAE  « o v v v v r e mmrn oo mm s s o 319,101,605 J1
Enter the following amounts before specified future tax

consequences from the current tax year:

Income for the credit union deduction

(amount E in Part 3 of Schedule 17} . . . K1
Amount on fine 400, 405, 410, or 425
of the T2 return, whichever is less . . . . i1
Aggregate investment income
(line 440 of the T2 refusn) .. e e M1
Subtotal {add fines K1, L1, and M1) b N1
Subtotal (line J1 minus line N1} (if negative, enter "0") 319,101,605 b 319,101,605 01

ARBORATE TAXPREP § TAXPREP DES SOCIETES - EP13  VERSION 2010 V10 Page 2 of



INI-QEB filing.208 2009-12-31 Hydro One Networks Inc,
110.07-29 10:57 87086 5821 RCO001

- Part 2 — GRIP adjustment for specified future tax consequences to previous tax years (continued)

Future tax consequences that oceur for the current year
Arount carried back from the current year to a prior year
Non-capital loss
carry-back Capital loss Restricted farm Farm loss Other Total
{paragraph 111 carry-back ioss carry-back carry-hack ¢ carrybacks
(1)(a) ITA)
Taxable income after specified fulure tax consequences . . v - . . - - P
Enter the following amounts after specified future tax consequences:
Income for the credit union deduction
(ameunt E In Part 3 of Schedule 17} . . . Q1
Amount on fine 400, 405, 410, or 425
of the T2 return, whichever is less . . . . R1
Aggregate investment income
(lne440of the T2return} .. .- .- ... 51
Subtotal (add §ines Q1, R1, and §1) B T1
Subtotal {line P1 minus line T1) (if negative, enter “0") B U1
Subtotal (line 01 minus ling U1} (if negative, enter "0} Vi
GRIP adjustment for specified future tax consequences to the first previous tax year s
{line V1 multiplied by the generat rate factor for the tax year DBB ) cieie e it
Second previous tax year _2007-12-31
Taxable income before specified future tax consequences from
Hhe CUTTENE tBX YBAE o v v v s v an s 537,428,722 J2
Enter the following amounts before specified future tax
consequences from the current fax year:
income for the credit unjon deduction
(amount E in Part 3 of Scheduie 17) . - - K2
Amount o line 400, 405, 410, or 425
of the T2 return, whicheverisless . ... 12
Aggregate invesiment income
(ine 440 of the T2 return) . .. ... . . - 195,507 mz
Subtotal {add lines K2, L2, and M2) 195,907 b 195,907 N2
Subtotal {line J2 minus line N2} {if negative, enter 0"y 537,232,815 b 537,232,815 oz
Future fax consequences that occur for the current year
Amount carded back from the current year o a prior year
Non-capital loss
carry-back Capital loss Restricted farm Farm loss Other Total
{paragraph 111 carry-back loss carry-back carry-back carrybacks
{N{a) ITA)
Taxable income after specified future tax consequences . .. -« v+ P2
Enter the following amounts after specified future tax conseguences;
Income for the eredit union deduction
(amount E in Part 3 of Schedute L) B Q2
Amount on line 400, 405, 410, or 425
of the T2 return, whichever is less . . . . RrR2
Aggregete investment income
(ined4Dofthe T2 retum) ... ...v oo s2
v Subtotal (add lines 02, R2, and §2) > 12
Subtotal (line P2 minus line T2) (if negative, enter "0 > Uz
.. Subfotat (fine 02 minus line U2} (if negative, enter "0") V2
GRIP adjustment for specified future tax consequences to the second previous tax year
(ine V2 multiplied by the general rate factor for the tax year o1 0 T :
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ONI-OEB filing.209 2008-12-31 ‘ Hydro One Networks Inc.
110-07-28 10:57 87086 5821 RC0O01

~ Part 2 — GRIP adjustment for specified future tax consequences to previous tax years (continued)

Third previous tax year 2006-12-31

Taxable income before specified future tax consequences from

fhe CUrrENt tBX YBAT .+« o ov v e e wmrnm s s e s 545,572,415 J3
Enter the following amounts before specified future tax

consequences from the current tax year:

tncome for the credit union deduction

(amount E in Part 3 of Schedule 17 ... K3
Armount on line 400, 408, 410, or 425
of the T2 return, whichever isless . . .. L3
Aggregate invesiment income
(line 440 of the T2 returm) .« ..« .+ - - 636,852 M3
Subtotal (add lines K3, L3, and M3) 636,852 b 636,852 N3
Subtotal (line J3 minus line N3) (if negative, enter "0") 544,935,563 b 544 935,563 03

Future tax consequences that occur for the current year
Amount carried back from the current year to a prior year

Non-capital loss
aly carry-back Capital loss Restricted farm Farm loss Other Total
L {paragraph 111 carry-hack loss carry-back carry-back carrybacks
S {1){a) ITA) ’
Taxable income after spacified fulure tax consequences ... ... .. P3
Enter the follawing amounts after specified future tax consequences:
Income for the credit union deduction
(amount E in Part 3 of Schedule 17} . . . Q3
Armount on line 400, 405, 410, or 425
of the T2 return, whichever isless . . . . R3
Aggregate investment income
(ine 440 of the T2return) ..« . v oo v 83
Sublotel (add lines Q3, R3, and $3) B T3
Subtotal (line P3 minus line T3) (if negative, enter "0 B U3
Subtotai (line O3 minus fine U3) (if negative, enter "0") V3

GRIP adjustment for specified future tax consequences to the third previous tax year

(line V3 muitiplied by the general rate factor for the tax year X 1 T I I 40:

Total GRIP adjustment for specified future tax consequences to previous tax years:

{add lines 500, 520, and 540) (if negative, enter "0") e W

Enter amount W on line 560.

~ Part 3 — Worksheet to calculate the GRIP addition post-amalgamation or post-wind-up

{predecessor or subsidiary was a CCPC or a DIC in its last tax year)

nb. 1 Postamalgamation . . . D Post Wing-up . . .. . - D

Complete this part when there has been an amalgamation {within the meaning assigned by subsection 87(1)) or a wind-up {to which subsectiort 88(1) applies)

and the predecessor of subsidiary corporation was a CCPC or a DIGin its last tax year. In the calculaion below, corporation means a predecessor or a

subsidiary. The last tax year for a predecessor corporation was its tax year that ended immediately before the amalgamation and for a subsidiary corporation

was its tax year during which its assets were distributed to the parent on the wind-up.

For a post-wind-tp, include the GRIP addiion in calculating the parent's GRIP at the end of its tax year that immediately follows the tax year during which it

receives the assets of the subsidiary.

Complete a separate worksheet for each predecessor and each subsidiary that was a CGCPC oraDIC inits last tax year. Keep a copy of this calcutation for

your records, in case we ask to see it tater.

Corporation's GRIP at the end of its lasttax year ... ovvevcrnvcenr et T T AA

Eligible dividends paid by the corporation inits lasttaxyear ..o e BB

Excessive eligible dividend designations made by the corporaion in its last tax year . ... v o e cC
Subtotel (ine BB minus iine CC) B DD

GRIP addition post-amalgamation or post-wind-up {predecessor or subsidiary was a CCPC or a DIC in its last tax year)

(16 AATHIIUS @ DD)  « o v ve v vees s ns e s s EE

After you compiete this calculation for each predecesscr and each subsidiary, calculate the total of all the EE lines. Enter this total amount on:
~ line 230 for post-amalgamation; of
~ line 240 for post-wind-up.

B ATE TAYBOER | TAXDREP DES SOCIETES - £P13  VERSION 2010 VI.0 Page 4 of



ONI-QERB filing.209 2009-12-31 Hydro One Networks Inc.
116-07-28 10:57 87086 5821 RCO001

- Part 4 — Worksheet to calculate the GRIP addition post-amalgamation, post-wind-up
(predecessor or subsidiary was not a CCPC or a DIC in its last tax year),
or the corporation is becoming a CCPC

nb. 1 Corporation becoming aCCPC . ... - . D Post amalgamation . ... .- ... D Postwind-Up . .. v v v o D

Compiete this part when there has been an amalgamation (within the meaning assigned by subsection 87(1))} or a wind-up (to which subsection 88(1) applies)

and the predecessor or subsidiary was not a CCPE or a DIC inits last tax year. Also, use this part for a corporation becoming a CCPC. in the calculation below,
| corporation means & corporation becoming a CCPC, a predecessor, or a subsidiary.

For a postwind-up, include the GRIP addition in calculating the parent's GRIP at the end of its tax year that immediately follows the tax year during which
it receives the assets of the subsidiary.

C'omplete a separate worksheet for each predecessor and each subsidiary that was not a CCPC ar a DIC in its last tax year. Keep a copy of this
calculation for your records, in case we ask to see i later.

Cost amount to the corporation of all property immediately before the end of its previousflast tax year . ..o e a e e ' ' 'FE

The corporation's money or: hand immediately before the end of it previous/last tax year

Unused and unexpired Josses at the end of the corporation's previous/last tax year:

NON-CEPHAIIOSSES .+ v o oo v cvm o s i s m s r s
Net CapHal I0SSES . v v v m v m s mmrm s
FAMMIOSSES  « v v v e s e e st e me s s T
) Restricted farm 108565+ -« - v oo a e s
L ifnited pAMtnership 08585 . v oo n s

Subtotal - HH

Subtotal {add lines FF, GG, and HH) i1

All the corporation's debts and other obligations to pay that were
outstanding immediately before the end of its previousflastiaxyear . ... ... oo NA

Paid-up capital of alt the corporation's issued and outstanding shares
of capital stock immediately before the end of its previous/last tax year ... .o a e KK

Alt the corporation’s reserves deducted in its previous/lasttaxyear ... e e LL

f_he corporation’s capital dividend account immediately before the end
OF itS PrevioUSHBSLIAX YBAr . o v v cw v v n s M

The corporation's low rafe income poot immediately before the end of
s previous/last BaX YBar ... .o e s NN

Subtotat (add fines JJ, KK, LL, MM, and NN) B 00

GRIP addition post-amaigamation or post-wind-up (predecessor or subsidiary was nota CCPC ora DIC inits last tax
year), or the corporation is becoming a CCPC (ine Il minus line OO} {if negative, enter s T et e PP

After you complete ihis worksheet for each predecessor and each subsidiary, calculate the total of alf the PP lines. Enter this total amount on:
— line 220 for a corporation becoming a CCPC,
— Jine 230 for post-amaigamation; or
- line 240 for post-wind-up.

CORPORATE TAXPREP [ TAXPREP DES SOCIETES - EPI3 VERSION 2010 V1.0 Page 5 of &
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~ Part 5 — General rate factor for the tax year
Complete this part to caiculate the general rate factor for the tax year. Calcutate your results to four decimat places.

number of days in the tax year
0.68 x before January 1, 2010 365 ... ... = 0.6800 oa

number of days in the tax year 365

number of days in the {ax year
0.69 x In 2010 e e = RR

number of days in the tax year 365

aumber of days in the tax year
0.7 % T3 T = 58

riumber of days in the tax year 365

number of days in the tax year
072 x after December 31, 2011 e = T

rumber of days in the fax year 365

General rate factor for the tax year (fotal of lines QQtoTT) . ... oon 0.6800 wu

CORPORATE TAXPREP f TAXPREP DES SOCIETES - P13 VERSION 2010 V1.0 Page 6 of ¢



ONI-OEB filing.209 2008-12-31
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Canada Revenug  Agence du revenu
Agency du Canada

PART Iil.1 TAX ON EXCESSIVE ELIGIBLE DIVIDEND DESIGNATIONS

Hydro Gne Networks Inc.
87086 5821 RCO0G1

SCHEDULE 55

Name of corporation Bysiness Number Tax year-end
Year Month Day
Hydro One Networks Inc. 87086 5821 RCOOOL 2009-12-31

» Every corporation resident in Canada that pays a taxable dividend {other than a capital gains
_dividend within the meaning assigned by subsection 130.1(4) or 131(1)) in the tax year must
" file this schedule.

» Canadian-controlled private corporations (CCPC} and deposit insurance corporations (DICY
must complete Part 1. All other corporations must complete Part 2.

Do not use this area

» Every corporation that has paid an eligible dividend must atso file Schedule 53, General Rate Income Pool (GRIF) Calculation, or

Schedule 54, Low Rate Income Pool Calculation (LRIP); whichever is applicable.

e File the completed schedules with your 72 Corporation income Tax Return no later than six months from the end of the tax year.

» Parts, subsections, and paragraphs mentioned in this schedule refer to the Income Tax Act.

+ Subsection 89(1) defines the terms eligible dividend, excessive eligible dividend designation, general rate income pool {GRIP), and

low rate income pool {(LRIP).

e The calculations in Part 1 and Part 2 do not apply if the excessive eligible dividend designation arises from the application of
paragraph (c) of the definition of excessive eligible dividend designation in subsection 89(1). This paragraph applies when an

_ eligible dividend is paid to artificially maintain or increase the GRIP or to artificially maintain or decrease the LRIP.

_ Part 1 — Canadian-controlled private corporations and deposit insurance corporations

Taxable dividends paid in the tax year not included in Schedule 3

Taxable dividends paid in the tax year included in Schedule 3 e 145,464,377

Total taxable dividends paid in thetax year  ................- 100 145,464,377

Total eligible dividends paid in the tax year
GRIP at the end of the year (line 590 on Schedule 53) (if negative, enter "0")

Part 1.1 tax on excessive eligible dividend designations - CCPC or DIC
(line A multiplied by 20%) ..o h e X

Enter the amount from line 180 at line 710 of the T2 return.

1,004,817,765

Excessive eligible dividend designation (line 150 minus iNe 160) . ..o

~ Part 2 — Other corporations

Taxable dividends paid in the tax year not included in Schedule 3

Taxable dividends paid in the tax year included in Schedule 3

Total taxable dividends paid in the faxyear . ... oovees

Part il1.1 tax on excessive eligible dividend designations — Other corporations

Enter the amount from line 290 at line 710 of the T2 return.

Total excessive eligible dividend designations in the tax year (ine A of Schedule 54) ... s

(e B MUIGPHEA by 20%)  + -« v e on e e eees s s oot x 20% B

T2 SCH 85 E {07)
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Canatla Revenue  Agence du revenu

2009-12-31

Hydro One Networks Inc.
87086 5821 RCOOX1

SCHEDULE 500

Agency du Canada
ONTARIO CORPORATION TAX CALCULATION
Name of corporation Business Number Tax year-end
Year Month Day
Hydro One Networks Inc. 87086 5821 RCO001 2009-12-31

s Use this schedute if the corporation had a permanent estabiishment (as defined in section 400 of the federal income Tax Regulations) in
Ontario at any fme in the tax year and had Ontario taxable income in the year.

» References to subsections and paragraphs are from the federal Income Tax Act.

+ This schedule is a worksheet only and does net have to be filed with your T2 Corporation income Tax Return.

Nurmber of days in the tax year
before July 1, 2010

365

Number of days in the {ax year

Number of days in the tax year after
June 30, 2010 and before July 1, 2011

365

Number of days in the tax year

Number of days in the tax year after
June 30, 2011 and before july 1, 2612

365

Number of days in the tax year

Number of days in the tax year after
June 30, 2012 and before July 1, 2013

365

Number of days in the tax year

Number of days in the tax year
after June 30, 2013

365

Number of days in the tax year

365

~Part 1 — Calculation of Ontario basic rate of tax for the year

X

14.00 %

12.00 %

11.50 %

11.00 %

10.00 %

Ontario basic rate of tax for the year (fotal of rates A1 to A5)

14.00000 % A1

% A2

% A3

% A4

% AS

14.060000 B

14.00000 % as

Ontario taxable income *

~Part 2 — Calculation of Ontario basic income tax

If the corporation has a permanent establishment in more than one jurisdicti
tax, or has Ontario corporate minimum tax, Ontario special additiona fax on
line 270 of Schedute 5, Tax Calculation Supplementary — Corporations. Otherwise, enter it on line 760 of the T2 return.

Ontario basic income tax: amount B multiptied by Ontario basic rate of tax for the year (rate AS from Part 1)

on, of is claiming an Ontario tax credit, in addition to Ontario basic income
iife insurance corporations o Ontario capital tax payable, enter amount C on

* |f the corporation has a permanent establishment only in Ontario, enter the amount from fine 360 or line Z, whichever applies, from
of the T2 return. Otherwise, enter the taxable income allocated to Ontario from column F in Part 1 of Schedule 5.

77,473,522 B

10,846,293 ¢

T2 SCH 500 E (10}
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ONi-OEB filing.209
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- Part 3 — Ontario small business deduction (OSBD)

2009-12-31

Mydro One Nefworks Inc.
87086 5821 RCOO01

Complete tivis part if the corporation claimed the federal smali business deduction under subsection 125(1) or would
fiave clalmed it if subsection 125(5.1) had not been applcable in the tax year.
income from active business carried on in Canada :
(amount from fing 400 OF the TZFBIUM)  « <+« v v s e v s e s v s s s s e rn s s s s s r T T 76,403,201 +
Federal taxable income, jess adjustment for foreign tax credit
(amount from fine 405 0f e T2 TEIUM)  + - -+ v v s rv e ose s s m s cmsm st T s T T 77,473,522 2
Federal business imit before the application of subsection 125(5.1)
(amount from line 410 of the T2 returmn)  « .« - vvem e e v 500,000 x 500,000 = 500,000 3
500,000
line 4 on page 4 of the T2 return
Enter the least Of GMOUNES 1, 2, BN 3 <« w e v o e ve o e e n s e st s m e s s s s T 500,000 p
Ontario domestic factor: Oniario taxable income ™ 77,473,522.00 = ...... 1.00000 E
' taxable income earned in all provinces and territories ™ 77,473,522 ;L
Ontario smalt business income (amount D multiplied by 8MOUNLE) v v o 500,000 \F
Nurber of days in the tax year
befere July 1, 2010 365 X 8.50% = 8.50000 % &4
Number of days in the tax year 365
o Number of days In the tax year after
- June 30, 2010 and before July 1, 2011 x 750% = % G2
Number of days in the tax year 365
Number of days In the tax year after
June 30, 2011 and before July 1, 2012 X 700% = % G3
Number of days in the tax year 365
Number of days in the tax year after
June 30, 2012 and before July 1, 2013 X 650% = % G4
Number of days in the {ax year 365
Number of days in the tax year .
after June 30, 2013 X 5.50% % G5
4 Number of days in the tax year 365
OSBD rate for the year (total of rates G110 G5}« v v v v m e 8.50000 % G6 e
Ontaric small business deduction: amount ¥ multiptied by OSBD rate for the year frate GB) .. e -+
Enter amount H on line 402 of Scheduie 5.
* Enter amount B from Part 2.
** |ncludes the offshore jurisdictions for Nova Scotia, and Newfoundland and Labrador.

CORPORATE TAXPREP / TAXPREP DES SOCIETES - EP13  VERSION 2010 V1.0
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Hydro One Networks Inc,
87086 5821 RCO001

~Part 4 — Calculation of surtax re Ontario small business deductibn

Note: You do not need to complete this part if the corporation’s tax year begins after June 30, 2010,

Adjusted taxable income of all assoclated corporations (amount from fine 500 of Schedule 501)

Deduct:

Ontario BUSINESS FMIL  « v oo oo
Sthoial {amount K minus Ontario business lisnit} {if negative, erter "0" on this line and on line P)
Small business surtax rate for the year:

Number of days in the tax year before July 1, 2010 365 X 4,25%
Nurnber of days in the tax year 365

Note: For days in the tax year after June 30, 201 0, the smail business surtax rate is reduced to 0%.

Multiply: AmountL X %onlineM =

Adjusted taxable INCOME ™ .o v ee e

Aggregate adjusted taxable income (amount | plus amountd) ... e

Complete this part if the corporation is claiming the OSBD, and its adjusted taxable income, plus the adjusted taxable income of each corporat
with which the corporation was associated during its tax year, is greater than $500,000. if the corporation is & member of an associated group, complete
Schedule 501, Ontario Adiusted Taxable Income of Associaled Corporations to Defermine Surtax re Ontario Small Business Deduction.

. 77,473,522 1
10,811,534
88,285,056 b

fon

88,285,056 K

= 4.25% M

AmountN X Ortario small business income {amount F from Part 3) 500,000 e

Surtax re Ontario small business deduction: lesser of amount Q and OSBD (amount H in Part 3)

Enter amount P on fine 272 of Schedule 5.

and divide by the number of days in the tax year.

500,000 500,000

* Adjusted taxable income is equal to the corporation's taxable income or taxable income eamed in Canada for the year plus the
amount of the corporation's adjusted Grown royalties for the year minus the amount of the corporation’s notional resource
allowance for the year (from Schedule 504, Ontarlo Resource Tax Credit and Ontario Additional Tax re Crown Royaities).

i the tax year of the corporation is less than 51 weeks, multiply the adjusted taxable income of the corporation for the year by 365

500,000

87,785,056 |

3,730,865 N

3,730,865 ©

"y

P

— Part 5 — Ontario adjusted small business income

manufacluring and processing or the Ontario credit union tax reduction.

Suyriax payable {amount P from Part 4)

AMOUNED I Part 3 ot e e e

Complete this part if the corporation was a Canadian-conirolied private corporation throughout the fax year and is claiming the Ontario tax credit for

500,000 a

R

Note: Enter "0" on fine R far tax years beginning after June 30, 2010

Ontario adjusted smail business income (amount Q minus amount R) (if negative, enter "0%)

" Ontario domestic factor (amount E from Part 3) x OSBD rate (rate G6 from Part 3 8.50000 % 0.08500

Enter amount S on line U in Part 6 or on fine B in Part 2 of Schedule 502, Ontario Tax Credif for Manufacturing and Processing, whichever applies.
|

500,000 §

CORPORATE TAXPRER [ TAXPREP DES SOCIETES - EPE3 VERSION 2010 V1.0
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ONt-0OEB filing.209 2009-12-31 Hydro One Networks inc.
310-07-29 10:57 87086 5821 RCCO01

~ Part 6 — Calculation of credit union tax reduction
Complste this part and Schedule 17, Credit Union Deductions, If the corporation was 2 credit union throughou the tax year.
AmouniDinPart3of Schedule 17 ..o v oo o T T

Deduct:
Ontario adjusted small business income (amount S from PartB) v o v ¥

Subtetal {armount T minus amount U} (i negative, enter "0 .. oo \

OSBD rate for the year (rate G8 from Part3) ... .o 8.50000 %

Amount V mulfiplied by the OSBD rate forthe year -« covvvrvren s T w

Ontario domestic factor (@MOUNLE FrOM PAM 3} v o v v v e onran e sn s s s s s s T 1.00000 x

Ontario credit union tax reduction (amount W multiphied by amountX) ... e Y

Enter amount Y on fine 410 on Schedule 5.

JORPORATE TAXPREF f TAXFREP DES SOCIETES - EP13 VERSION 2010 V1D Page 4 of 4
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010-07-28 10:57 87086 5821 RCCO01T
Canada Revenue  Agence du revenu SCHEDULE 506
Agency du Canada
ONTARIO TRANSITIONAL TAX DEBITS AND CREDITS
Name of corporafion Business Number Tax year-end
Year Month Day
kHydre One Networks Inc. 87086 5821 RCOO0! 2009-12-31

a

Complete this schedute if you are 2 specified corporation that is subject fo the Ontario fransitional tax debit or claiming the Ontario transitional tax credit.
 Unless otherwise noted, references to parts, subsections, paragraphs, subparagraphs, and clauses are from the federal Income Tax Act.

% For more information on how to complete this schedule, see Guide T4012, 72 Corporation — Income Tax Guide.

o File this schedule with the T2 Corporation Income Tax Refurn.

o Specified corporation is defined under subsection 46(5) of the Taxation Act, 2007 (Ontatio) as a corporation:

- that is not exempt at or immediately before its transition time from tax payable under Part | of the federal Act;

— that has a tax year that ends before 2000 and a tax year that includes January 1, 2009; or has a tax year that begins affer 2008 and a tax year that
is deemed to end on December 31, 2008, under subsection 249(3) of the federat Act;

— that has a permanent establishment (PE) in Ontario atits transition time;

— that kad a PE in Ontario at any time in its last tax year ending before 2009, and was subject o tax under Part I of the Corporations Tax Act
{Ontario) for that tax year; and

~ whose assets have not been distributed in an eligible pre-2008 windup.
» A specified corporation alsc includes, under subsestion 51(1) of the Taxation Act, 2007 (Ontario}, the parent corporation of an efigible post-2008 windup
and the new corparation of an eliglhle amalgamation.
e A specified corporation may be subject to the Ontario transitional tax debit if:
- the corporallen's total federat batance is more than the total Ontario balance af the end of the tax year; or
— the corporation has a post-2008 scientific research and experimental development (SR&ED} batance, as defined under subsection 49(2) of the
Taxation Act, 2007 (Ontario}, and a federal SR&ED transitional balance, as defined under subsection 49(4) of the Taxation Acf, 2007 (Ontario),
at the end of the tax year.
s A specified corporation may be able to claim the Ontario fransitional tax credit if:
— the corporation's fotal Ontario batance is more than the total federal batance at the end of the tax year; or
— the corporation has an unused transitional tax credit balance from previous tax years.

+ Transition ime is defined under subsection 46(1) of the Taxatfon Act, 2007 (Ontario) as:

i '~ the beginning of the corporation's first tax year that starts after 2008 if the previous tax year is deemed under subsection 249(3) of the
" in federal Act to end on the last day of 2008, or

s ,— the beginning of the corporation’s tax year that includss the beginning of 2009 in any other case.
An é%igib[e amalgamation refers to an amalgamation or merger of & pariicular corporation and one or more other corporations fo form a
new corporation where:

— the amalgamation or merger oocurs after December 31, 2008, and does not occur at the new corporafion's transition time;

— the new corporation has a PE in Ontario immediately after the amalgamation or merger;

— the particular corporation has a PE in Ontario immediately before the amalgamation or merger;

- the particular corperation is a specified corporation at its transition time or at any time before the amalgamation or merger,

— the amalgamation or merger occurs in the amortization period of the new corporation;

— the amortization period of the new corporation does not end immediately after the beginning of its reference period; and

~ the amortization period of the parficular corporation does not end hefore the amalgamation or merger.

¢ An eligibie post-2008 windup means the windup of a subsidiary corporation into its parent corporation under subsection 88(1} where:

— the completion time of the windup is after December 31, 2008, and the time immediately after the completion time is within the
amortization pericds of the subsidiary and parent;

— the parent's tax year during which it received the assets of the subsidiary ends after December 31, 2008;
~ the subsidiary has a PE In Ontaric during its tax year ending at the completion time; and
~ the parent has a PE in Ontario during its tax year in which it received the assets from the subsidiary. '

» An eligible pre-2008 windup means the windup of a subsidiary under subsestion 88(1) where:

— the completion: time of the windup is after December 31, 2008, and the parent's tax year (during which it received the assets of the
subsidiary) ended before January 1, 2008; or

~ the completion time of the windup is before January 1, 2009, and the parent's tax year (duting which it recelved the assets of the
subsidiary) ended after Decernber 31, 2008,

s The completion time of a windup is the end of the tax year of the subsidiary during which the subsidiary distributes its assets to the parent for the
purposes of paragraph 88(1)(.2).

° A specified pre-2009 transfer under section 52 of the Taxation Act, 2007 (Ontario) is a transfer of property befween corporations not
_at arr's length that changes the total federal or Ontario balance of either the transferee or the transferor and that oceurs:

~ before 2009;

- ot different values under the Corporations Tax Act (Ontario} and the federal Ack;

-~ in @ tax year ending after 2608 for either the transferee of the fransferor corporation, and that corporation is a specified corporation; and
- i a tax year of the other corporation ending before 2009, in which the other corporation has a PE in Ontario,

T2 SCH 506 E {09) Canad‘éﬁ
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Hydso Qne Networks Inc,
87086 5821 RCOQO1

]
if

-Pari 1 - Total federal balance

Complete this part if:
— the fax year includes January 1, 2009, or
— the previous tax year-end is desmed to be December 31, 2008, under subsection 249(3).

If this is the first year after amaigamation, include the total of all amounts from the predecessor corporations that had a PE in Ontario
immeciately before the amalgamation.

If the corporation s a life insurer or a non-resident corporation, do notinclude the amounts under the additiona rules in subsection 48(8)
of the Taxation Act, 2007 (Orario).

For other tax years, go to Part 3.

Federal balances at the end of the previous tax year (tax year ending in 2008}

Totat undepreciated capital cost of depreciable properties
{1otat of column 220 from Schedule 8, Capital Cosf Allowance oo S e S0

_Charitable donations not yet deducted from income {from Tine 280 of Schedule 2, Charifable Donations .
o GIS) (SEBNOIE 1) r -« + cm s e ee s o m e s r s T ;

Gifis to Canada, a province, or a territory {from ine 380 of Schedule 2) (seaNote 1) . - v v - v v v e
Gifts of certified cuitural property (from line 480 of Schedule 2) (seeNote 1) .o oo v v e
Gifts of certified ecologically sensitive land (from line 580 of Schedule 2) (seeNote 1) . ..
Gifts of medicine (from fine 680 of Schedule 2) (5B NOtB 1) o v r e r e T

Cumulative eligible capital (From line 300 of Schedule 10, Cumulative Eligible Capifal Deduction}
Federal SR&ED expenditure pool (from tine 470 of Form T661, Scientific Research and Experimental
Development {SR&ED) Expenditures GClaim) (see Note 2 and Note ) S I I

Cumulative Canadian exploration expense {from line 249 of Schedule 12, Resource-Refafed Deductions) (see Note 2)
Curntiative Canadian devetopment expense (from fine 349 of Schedule 12) (see NOte 2} . ov e
Cumulative Canadian off and gas property expense {from line 449 of Schedule 12) (seeNote2) ... v oo s oo e

Federal balances at the beginning of the current tax year

Non-capital losses (from line 102 of Schedule 4, Gorporation Loss Continuilly and Application, of the current
tax year} {see Note 2 and Note 13 S I N

lﬁi:et capital losses (from line 200 of Schedule 4 of the current tax year X 50 %) {see Note 2 and Note 4)

Amounts included in the caleulation of the Ontario income tax in the previous fax year

Total reserves deducted under paragraph 20010, (113, (m), (m.1), {n), or {0}, subsection 32{1), section 1.4 or subparagraph
138(3)(a)i), (i), or {iv} of the federal Act, as it applies for the purposes of the Corporations Tax Act (Ontario)

One half of the total reserves deducted under subparagraph 40(1ja)(ii} or A44(1)(e)Hi) of the
federal Act, as it applies under the Corporations Tax Act o I

Other discretionary deductions claimed for Ontario income tax, but not claimed federally in the —
tax years ending after December 12, 2006, and before the fransiion ime ..o e oo m e e e Lk

Other amounts

Total adjusted cost base of parinership interests owned by the corporation, under the federal Act,
at the beginning B R I

Gain from a "negative” adjusted cost base of a partnership inferest urdler subsection 40(3) of the
federat Act, as it applies under the Corporalions Tax Act (Ontario), as if afl parinership interests were
disposed of at the beginning R L S R

Amouns of farming income specified under paragraph 28{1)(b} in the previous tax year ... .- st 164
Federa! balance before etection (total of lines 110 to 164)

Deduct:

Lesser of amount D or amount E from Partd, ifan electionis made ..ot TS K

Total federal balance {(amount A minus line 170} O
Enter amount on line 300 in Part 3.

Note 1: Enter "0" if the corporafion was non-resident immediately before its sransition time.

Note 2: Enter "0" if control of the corporation was acquired at fransition fime.

Note 3: Do net include the SR&ED expenditure pool sarned before control of the corporation was last acquired,
Note 4: Do not include losses that arose pefore control of the corporation was last acquired.

L

8,242,280,505

105,435,384

§,347,715,88% A

8,347,715,889
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- Part 2 — Total Ontario balance

Complete this part if:
— the tax year inciudes January 1, 2068 or
— the previous tax year-end is deemed to be Decerber 31, 2008, under subsection 243(3).

if this is the first year after amalgamation, include the total of all amounts from the predecesser corperations that had a PE in Ontario
immediatety before the amaigamation.

If _'fhe corporation is a fife insurer or a non-resident corporation, ¢o not inciude the amounts under the additional rules in subsection 48(8)
of the Taxation Act, 2607 (Ontario}.

For other tax years, go to Part 3.

Ontaric balances at the end of the previous tax year (tax year ending in 2008}

Totat undepreciated capltal cost of depreciable properties (total of column 13 from
Ontatio Schedule 8, Ontario Capital Cost AOWENGE)  + o oo v v me s s rn st s s e 8,242,280,505

Charitable donations (amount | from Ontario Schedule 2, Gntario Charitable Donations and Gifts) (see Note 1)

Gifts to Canada, a province, or a territory (total of closing balance amounts from
papts 3and 5 of Ontario Schedule 2) (8Ba Note 1) v vt v e v

Gifts of certified cullural property (closing balance amount from Part € of Ontario Schedule 2} (seeNote 1) .. ..o oo v e o
Gifts of certified ecologicatly sensitive tand (closing batance amount from Part 7 of Onlario Schedule 2) (see Note 1)
Gifts of medicing (5ee NOE 1) Lo vt i e e s
Cumulative eligible capital (amount Q from Ontario Schedule 10, Ontarfo Cumnulative Eligible Capital Deduction}

Ortario SR&ED expenditure pool {line 480 from Ontario £1T23 Schedule 161, Ontario Stientific Research and
Experimental Development Expendiiyres) (see Note 2 and Note 3) .« v v veviror o

Adjusted Ontario SR&ED incentive balance (see Note 2 and e Y T I 226. 464,026

Cumulative Canadian exploration expense (closing balance of Regular Expenses from Part 2 of Ontario S
Schedule 12, Ontaric Exploration Expenses) (see Note T I I ;

105,435,384

Cumutative Canadian development expense (closing balance of Regular Expenses, Canadian CCDE Expenses, —
from Part 3 of Ontario Schedule 12) (see Note2) ... ... R L =l

Cumulative Canadian oll and gas property expense (closing balance of Regutar Expenses from Part 4 of
Ontarlo Schedule 12) (S NOIE2)  + v vt e r i s oo s s e s s

Non-capitat losses {frotn line 708 of Ontario Corporations Tax Return CT8 or CT23 Corporations Tax
and Apnual Return) (see Note 2and Note 4) ..o v o v v iic v e

Net capital losses (from line 719 of CT8 or CT23 x 50 %) (seeNote2and Noted) ... vv oo ;

Amounts included In the caloulation of the federal income tax in the previous tax year

Total reserves deducted under paragraph 20(1)(1), (1.1}, (m), (m.1), (n), or {o}, subsection 32(1), section 61.4 or —
subparagraph 138(3)(@)D, (), 0r (W)« oo e

One half of the total reserves deducted under subparagraph 40(1)a)ii) or 4401)E)i) <. a o e !

Qf;hsfe_r amounts .

Total adjusted cost base of partnership interests owned by the corporation, for the purposes

of the Corporations Tax Act (Ontario), at the beginning of the taxyear .. ... ... e e e e e e m
Gain from a "negative” adjusted cost base of a partnership interest under subsection 40(3)

determined as if all parinership interests were disposed of at the beginning of thetaxyear ... ... .o m

Armount of farming income in the previcus tax year specified under paragraph 28(1)(b}
of the federal Act, s it applies for the purposes of the Corporations Tax Act {Ontario)

Total Ontario balance (total of lines 210 to 264)
Enter amount on line 340 in Part 3.

§,348,179,915

Note 1: Enter "0" if the corporation was non-resident immediately before its transition time.

Note 2: Enter "0" if control of the corporafion was acguired at transition fime.

Note 3: Do not include the SREED expenditure pool earned before controt of the corporation was jast acquired.
Note 4: Do not include losses that arose hefore control of the corporation was last acquired,

Note 8: The adjusted Ontario SR&ED incentive balence under subsection 48(7) of the Taxation Act, 2007 {Ontario) is the total of
federal investment tax credits that:

_ have been earned and are available without restriction to the corporation;

- are atiributable to qualifying Ontario SREED expenditures;

- have not been deducted under subsection 127(5) or (6} of the federal Act; and

— do not expire in the first tax year ending in 2009 under the 10-year carryforward limit,
divided by the relevant Ontario altocation factor as calculated in Part 11.
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—Part 3 - Total federal balance and total Ontario balance at the end of the tax year

Total federal balance:
Totat federal balange (amount from tine 180 in Part 1) or total

federsl balance at the end of the previous tax year (fine 330) 8,347,715,889

Add:

Ammount from eligible amalgamation”™ . ... e s s e e e 310
Amount from eligible post-2008 WindUp™ L. Lo a e rs e R )
Amount from eligible pre-2008 windup® R T
Amount from specified pre-2008 ransfers® .. ..o 32

............................... 8,347,715,889 - [kl

Tetal federal balance at the end of the tax year

B8,347,715,889

Total Ontario balance:
Total Ontario batance (from line 280 in Part 2) or total Ontario
patance at the end of the previous tax year (i@ 370) .« oo e o m B,348,179,915

Add:
Amount from eligible amalgamation™
Amount from eligible post-2008 windup*

Amount from eligible pre-2009 windup®
&mwnt from specified pre-2009 transfers”

Fotal Ontario balance &% the end of the tax year

8,348,179,915
-464,026

Transitional batance at the end of the tax year (line 330 minus line 370}

If line 390 is positive, the corporation may be subject to a ransitional tex debit. Complete Part 7 of this schedute.
1 line 390 is negative, the corporation may be eligible to claim a transitional tax credit. Complete Part 8 of this schedule.

* See page 1 for definitions of efigible amaigamation, eligible post-2008 windup, eligible pre-2000 windup, and specified pre-2009 transfers.
To calculate these amounts, you can use Sehedule 507, Ontario Transifional Tax Pebits and Credits Calculation.

~-Part 4 — Election to reduce federal SR&ED expenditure pool

\
This election may be made if:
= the tax year includes January 1, 2009; or
- the previous tax year-end is deemed to be December 31, 2008, under subsection 249(3).

' k)

1 ves| ] 2Nb'

Are you making an election under clause {b) of the definition of " in paragraph 1 of
subsection 48(4) of the Taxafion Act, 2007 {Ontario)? .

If you answered no to the guestion at fine 400, go to Part 5. If you answered yes to the question af line 400, complete the following caicuiation:

Federal SR&ED expenditure pooi closing batance at the end of the previous tax year {ameunt from line 124 inPart1) .- B
Peduct:
Adjusted Ontario SREED incentive balance at the end of the previous tax year
(amount from e 228 I Part2) o 1
Qntario SR&ED expenditure pool closing balance at the end of the previous tax year
{(&mount from fine 224 in Part ) T LU I 2 7
. Subtotal (amount 1 plus amount 2) b c
Subtotal (amount B minus amount C) (if negative, enter "0")
Federal balance before election (amount Afrom Part 1) .. v cicvevn e T
Deduct:
Total Ontario balance (amount from fine 280 In Part 2) e
Subtctal (if negative, enter "0") E

Enter the Jesser of amount D and amount E on line 170 in Part 1,

ORPORATE TAXPRED / TAXPREP DES SOCIETES - EP13  VERSION 2010 vi.0 Page 4 of §
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~ Part 5 — Reference period and amortization period

Reference period
The reference period of a corporation starts at the beginning of the corporation’s first tax year ending afier December 31, 2008, and
énds on whichever date is earlier.

X five calendar years after the time immediately before the corporation’s first tax year ending after December 31, 2008; or

~ December 31, 2013.

Number of days in the corporation's reference period”
(do not include February 28, 2008, and February 29, 2012)

] 1,825

* The number of days in the corporation's reference period is 1825 unless:

— the previous tax year-end is deemed to be Decernber 31, 2008, under subsection 249(3). In this case, count the nurnber of
days from the beginning of the 2009 tax year to December 31, 2013 or

~ the corporation was incorporated or amalgamated after January 1, 2009. In this case, count the number of days from the
date of incorporation or date of amalgamation to December 31, 2013,

Amortization period

The amortization period starts at the beginning of the corporation’s reference period and ends on whichever date is earlier:
~ the end of the corporation's reference period; or

— the early termination date as indicated under line 430.

Number of days in the amortization period that are

in the tax year** {do not include February 28, 2008,
of February 28, 2012) . . . v v i e e e e a0

** The number of days in the amortization period that are in the tax year is the number of days in the tax year unless:
~ the tax year-end is later than the end of the reference perlod. in this case, count the number of days from the beginning of the tax year to
the end of the reference period; or
- .- the corporation terminates the amortization period before the end of the tax year. In this case, count the number of days from the beginning
i+ - of the tax year to the day of early termination.

E:Eél_'ly termination of the amortization period

The amortization period of the corporation usually coincides with the corporation’s reference period, Howaever, if the corporation’s amortization
period ends in the fax year and before the reference period, tick the applicable box below to indicate the reason for the early termination.

30 The corporation:

1 D ~ ceases to have a permanent establishment in Ontario in the tax year for any reason other than an eligible
amalgamation or efigible post-2008 windup.

2 |:] — becomes exempt from tax under Part | of the federal Act immediately after the end of the tax year.

3 D — elects under subsection 47(2) of the Taxation Act, 2007 (Ontario} to prepay the {ransitional tax debit.
Note: The Ontario Allocation Factor, calculated in Part 6, has to be at least 80% or the amount on
line 380 in Part 3 is not more than $10,060.

4 D - does not cbject to early termination of the amortization period and accelerated payment of the transitional tax credit,
under subsection 46(2) of the Taxation Act, 2067 (Ontario).
Note: Amount T in Part 8 cannct be more than $1,000.

i you ticked one of the ahove boxes:
— enter the date of the early termination, if the date is different from the tax year-end and you
ticked box 1 at ine 430

— enter the number of days remaining in the corporation’s reference period that are on or after the
first day of the tax year {do not include February 28, 2008, or February 29, 2012 .o .

~ Part 6 — Caiculation of Ontario allocation factor (OAF)

if,'iﬁe provincial or territorial jurisdiction entered on line 750 of the T2 return is "Ontario,” enter "1" on line F.
If the pravincial or territorial jurisdiction entered on fine 750 of the T2 return is "muitiple,” complete the foliowing catculation and enter the result on line F:

Ontario taxabie income® =
Taxable ihcome™

Ontario allocation factor (OAF) oottt et i c et e 1,00000 r

*  Enter the amount allocated o Ontario from column F in Par{ 1 of Scheduie 5, Tax Cafculation Supplementary - Corporations, If the taxable income is
nit, calcutate the amaount in column F as if the taxable income were $1,000.

o oter the taxable income amount from line 380 or amount Z of the T2 return, whichever applies. If the taxable income is nil, enter "1,000."

CORPORATE TAXPREP | TAXPREP DES SOCIETES - EP13 VERSION 2010 V1.0 Page 5 of 8
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~ Part 7 - Transitional tax debits

Amount H x OAF (from line F in Past 6) 1.00000

number of days in the corporaion's reference period
that are in the tax year (do not include
February 29, 2008, or February 29, 2012)

Number of days from line 440 in Part 5 (if applicable) or

(;;g?mplete this partif the amount on line 390 in Part 3 is positive.

Armount from fine 300 i Part3 .« e e e
Amount G X 1A% e

..........................

- TG

365 = 0.20000

Number of days in the corporation’s
reference period from line 410 in Part 5

Post-2008 SR&ED balance at the end of

Federal SR&ED transitional balance at the
end of the year (amount QQ from Part 14)

Total transitional tax debits (amount K plus amount L)
Enter amount M on line 276 of Schedule 5.

the year {(amount HH from Part 12} e

1,825

T ransitional tax debits before-tax on elected reduced SR&ED poot (amount | multiplied by amount ) s

~- Part 8 — Transitional tax credits

Deduct:

Ontario resource tax credit (from line 404 of Schedule 5)
Ontario tax credit for manufacturing and processing

Ontario foreign tax credt (from line 408 of Schedute 5)

_ Number of days in the amortization period that
Y are in the tax year {from line 420 in Part 5)

(from line 406 of Schedule 8) ... . .o v e o

Ontario credit union tax reduction {from fine 410 of Schedule 5)

Compiete this part if the amount on line 390 in Part 3 is negative.
Amount C6 from Schedule 5 . .. 0o s e e

.......................... 10,846,293 N

Subtotal > '}
Subtetal (amount N minus amount 0) 10,846,293 p

365 B 1.00000 q

~Number of days in the tax year (do not include
February 29, 2008, or February 29, 2012)

Number of days from line 440
{if applicable) or line 420 in Part 5

Ontario tax payable for purposes of the current year transitional credit {amount P multiplied by amount Q)

Amount R x A% e
Amount S x OAF {from fine Fin Part8)  .........

365

....................... 464,026 R
.......................... 64,964 s
64,964 T

365 = 0.20000 u

Number of days in the corporation's
reference period on ling 410 in Part 5

{line 510 minus line 520) {if negative, enter "0")

Transitional tax credit:

T}aﬁsitionai tax credit {amount V plus amount W)
Enter amount X on line 414 of Schedule 5.

s

Currentyear transitional fax credit {amount T multiplied by amount L)

Ontario tax payable for purposes of the unused transitional tax credit carryforward

Lesser of amounts on fire 510 and 820 ... ..+ .-

Lfésser of unused transitional tax credit avaliable {amount Y from Part ) and amountontline B3¢ ..o a e as i

10,846,293

12,993

10,833,300

12,993 v

w

12,993 X

CORPORATE TAXPRER | TAXPRES DES SOCIETES - EP13 VERSION 2010 V10
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- Bart 9 — Unused transitional tax credit

Unuse transitional fax credit carryforward from previous year
(amount from line 580 of the Previous Year)' - v v o 1

Add:
Unused fransitional tax credit transferred from a predécessor corporation or a

subsidiary on an eligible amalgamation or an eflgible post-2008 windup™ 2

Unused trensitional tax credit available {amount 1 plus amourd 2} ... . vl e e g Y

Add:

Current-year transitional tax credit (amount from line 520 i Part8) . ovve e 12,993 =z
Subtotal (amount Y plus amount Z) 12,993 3

Deduct:

Fransitional tax oredit applied {amount X fram Part B)  + + o vttt 12,993 A

Unused transitional tax credit (avaitable for later years} (amount 3 minus amount AA )

* Enter *0" if this is the first tax year ending after 2008.

Complete parts 10 to 14 if the corporation or & predecessor made an election in Part 4 at the transition ime.

- Part 10 — Federa! current SR&ED limit and federal current SREED deficit

Current SRED expenditures in the year under paragraph 37(ME) e
Capital SR&ED expenditures in the year under paragraph 37{1)(k) ... ... e
Repayment of assistance under paragraph FTNE) e s

investment tax credit recaptured under subsections 127(27}, (28), and (34)
inthe Previous BX YBAr . . oo b .0,

Subtotal (tofal of lines 616 to 624) B BE

Deduct:

Assistance under paragraph 3701} .o oo e B
Investment tax credits deducted under paragraph 37(1)(e)

Subtotal {line 638 plus line 644) -2 ce

Faderal current SR&ED limit or federal current SR&ED deficit (amount 8B minus amount CC)
If the amount on line 650 is positive, enter iton line 1l In Part 13.
(¢ the amount on line 650 is negative, enter it as a positive amount on line DD in Part 12.

- Part 11 — Relevant CAF

Enter on line 660 whichever of the following amounts is greatest:
— the curporation's OAF for the tax year that inciudes its transition time

(oM NG FINPArB) . oo e e o i e e %
- the greatest of the corporation’s OAFs for a tax ysar ending in 2008, 2007, and 2008

as determined under subsection 12{1) of the Gorporations Tax Act (Ontarlo) ... n s %
— the greatest of the weighted OAFs™ of the corporation and its

designated corporations™ for 2006, 2007, and 2008 . ey %

Relevant OAF %

* The weighted OAF for fwo or mare corporations for their tax years ending in 2006, 2607, or 2008 is the tofal of the following for each corporation:

— the corporation's OAF as determined under subsection 12(1} of the Corporations Tax Act (Ontario) for the tax year multiplied by the
sorporation's and its share of partnerships’ qualified Ontario SR&ED expenditures in the tax year, divided by the total of alt the
corporations’ and their shares of parinerships’ qualified Ontario SR&ED expenditures in the fax year.

Qualified Ontario SRE&ED expenditure is defined in section 11.2 of the Corporations Tax Act {Ontario).

** A designated corporation in respect of a particular corporation fs:

1) & corporation that amalgamated with the particular corporation under section 87;
. -2)acorporation that wound up info the particular corporation under subsection a83(1); or
. 3) a designaied corporationto a corporation identified in 1) or 2),

5
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- Part 12 -~ Post-2008 SR&ED balance

......... DD

E,ederal current SR&ED deficit for the year (amount from line 650 in Part 10, if negalive) (enter as a positive amount}

SR&ED expendifure amount deducted in the year under subsection 37(1}

Deduct:
Curmnulative post-2008 SREED fimit at the end of the year (amount LL from Part 13}
Subtotal (line 670 minus fine 875} (if negative, enter "O ") | 2 EE

Subtotal (amount DD plus amount EE} FF

Amount FF x 14 % GG

Post-2008 SR&ED balance at the end of the year {amount GG multiplied by jine 660 from Part 11)
Enter amount HH on fine 480 in Part 7.

................. HH

_ Part 13 — Cumulative post-2008 SR&ED fimit at the end of the year

Federal current SRAED limit for the year {amount from fine 650 in Part 10, if positive)
Total of ail federal SREED limits from previous tax years ending after December 31, 2008

 Subtotal (iine |} phus fine 700) Y

Total of alt amounts deducted under subsection 37(1) _—
for previous tax years ending after December 31, 2008 I

Total of all transitional tax debits on elected reduced
SR&ED pool calculated under subsection 48(3) of the
Taxation Act, 2007 (Ontario) in the previous years
(totai of line L in Part 7 for previous years)

Beduct:

Amgunts included in line 710 that are
reascnably attributable to the federal
current SREED deficit fortheyear .. .- .. oo cv v e r e

Subtotal (line 710 minus line 715) §

Line 720 = o KK
Relevant OAF (from line 660 in Part 11} x 14 %

Subtotal {fine 705 minus amount KK) >

Cumuiative post-2008 SR&ED limit at the end of the year (amount JJ minus line 730} {if negative, enter "0")
Enter amount LL on line 675 in Part 12

........... LL

- Part 14 — Federal SR&ED fransitional batance at the end of the year

Amount from fine 170 InPart1* ..o oo e e e s MM i
Relevant OAF* (from line 660) multiplied by amount MM .. cn e ee NN s
Amount NN x K T AR I > O(:)

Eederal SR&ED transitional balance transferred on an
eligible amalgamation or an elfgible post-2008 wind-up

Subtotal {amount OO plus line 740) PP

Deduct:
Total of ail transitional tax debits on elected reduced SR&ED pool calculated under subsection 48(3) of
the Taxar;on Act, 2007 (Ontario} in the previous years (total of Hine L in Part 7 for previous YERIS) e .

Federal SR&ED transitional balance at the end of the year (amount PP minus ine 750) ... .o v s QQ
£htér amount QO on line 470 in Part 7. ’

* For tax years ending after 2009, enter the amount from line 170 and the relevant OAF from the 2008 tax year.

i
H
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Ganada Revenue  Agence du revenu

SCHEDULE 508

Agency du Canada
ONTARIO RESEARCH AND DEVELOPMENT TAX CREDIT
Name of corporation Business Number Tax year-end
Year Month Day
Hydro One Networks Inc. 87086 5821 RCO0O1L 2009-12-31

e Use this schedule to!
- caleulate an Ontario research and development tax credit (ORDTC);

— clair ar ORDTC earned in the tax year or carrled forward from any of the 20 previous tax years that are a tax year ending after
December 31, 2008, to reduce Ontario corporate income tax payable in the current tax year;

..~ carry back an ORDTC to reduce Ontario corporate income fax payabie in any of the three previous tax years, but not to a tax year that
" ends before January 1, 2009;
_ add an ORDTC that was allocated to the corporation by a partnership of which it was a member; 3

- transfer an ORDTC after an amalgamation or windup; or
. caleutate a recapture of the ORDTC,
s The ORDTC is a 4.5% non-refundable tax credit on etigible expenditures incurred by a corporation in a tax year that ends after December 31, 2008.

s -An eligible expenditure is an expenditure for a permanent establishmert in Ontario of a corporaiion, that is a qualified expenditure for the
--purposes of section 127 of the federal Income Tax Act for sclentific research and experimental development (SR&ED) carried on in Ontario.

#:10nly corparations that are: not exempt irom Ontarlo corporate income tax and none of whose income is exempt income can claim the ORDTC.

s Attach a completed copy of this schedule to the T2 Corporation Income Tax Return.

~ Part 1 — Ontario SR&ED expenditure pool . !
2,870,245 A

Total efigible expenditures incurred by the corporation in Ontario in the tax year

Paduct: Governmant assistance, non-government assistance, or a contract payment
for eligible @Xpenditures . v v o v m B
Net eligibte expenditures for the tax year {amount A minus amount B)
(if NEUAUVE, EMBF "0") v e e e e 2,870,245 C
Add: Eiigible expenditures transferrex! to the corporation by another corporation ... ... m D
Subtotal (amount C plus amount D) 2,870,245 b 2,870,245 E

Daduct; Eligible expenditures the corporation ransferred fo another corparallon. . o v e e i s e

2,870,245 ‘61

Ontario SRAED expenditure pool (amount E minus amount F) (if negative, enter "0") ..o o

~ Part 2 - Calculation of the current part of the ORDTC
129,161 H

Ontario SR&ED expenditure pool (amount Gin Part 1) .. oo v veee e e 2,870,245 X

ORDTC allocated to a corporation by a partnership of which it Is a member {other than a specified member)
for a fiscal pericd that ends in the corporation’s fax year L

= If there is & disposal or change of use of eliglble property, see Part 6

Repayment made in the tax year of governiment or non-government
assistance or a contract payment that reduced an eligible expenditure
other than for first term or second term shared-use equipment ... .. ..

X 4.50 %

Repayment made in the tax year
of government or non-government assistance
or & contract payment that reduced an
dligibte expenditure for

first term or second term

shared-use equipment m

K

s
-
-
B

I
=

P

1%}

<

=S
il

129,161 o

Current part of the ORDTC (fotat of amounts HAOK)  eveevennem s m

Canadféi

T2 SCH 508 E
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- Part 3 — Calculation of ORDTC available for deduction and ORDTC balance

Hydro One Networks Inc.
87086 5821 RG00D1

ORDTC balance at the end of the previous tax year . ... .- vy m e r o M
Deduct: ORDTC expired after 20 taX years ..o« v v vm o ormmmm s N
ORDTC at the beginning of the tax year (amount Mminusamount N} .. ... ¢]
Add:
ORDTC transferred on amalgamation OF WINAUD - v e e e s s o s 310 P
Current part of ORDTC (amountLinPart2) .. .o vvveiven e 129,161 Q
Are you waiving all or part of the N—
current part of the ORDTC? . ... .. EAE Yes 1 D No 2
if you answered yes at line 315, enter the amount of
the tax credit waived on line 320.
if'you answered no at ling 315, enter "0" on fine 320,
Deduct: Waiver of the current part of the ORDTC R
Subtotal (amount C minus amount R) 129,161 P 129,161 s
ORDTC available for deduction (total of amounts O, P and 8) ..« ev e e 129,161 129,161 T
Deduct:
ORDTC claimed * (Enter amount U on line 416 of Schedule 5, Tax Calculation
Supplementary — COOTALIoNS) v« v v s n s an s o s st 129,161 U
QRDTC carried back fo a previous tax year (from Part S v
Subtotal (amount U plus amount V) 129,161 P 129,161w
ORDTC balance at the end of the tax year (amount Tdnus amount W) oo e e :X
* Thig amount cannot be more than the lesser of the following amounts:
- QRDTC available for deduction {amount T); or
— Ontario corporate incume tax payable before the ORDTC and the Ontario corporate minimum tax credit (amount from line £6 of Schedule B).
- Part 4 - Request for carryback of tax credit
Year | Month | Day
1% previous iax year JOOB-12-31 | e Credit to be applied 901.
2% previous tax year 2007-12-31 | e Credit to be applied m
3" previous tax year 2006-12-31 | e Credit to be applied m
Totat (enter amount on line V in Part 3)
CDR!‘}ORATE TAXPREP / TAXPREP DES SOCIETES - EP13 v&ﬁmow 2010 V1.0 Page 201 5



ONI-OEB filing.209 2009-12-31 Hydro One Networks Inc.
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~ Part 5 — Analysis of tax credit availabie for carryforward by tax year of origin
You can complete this part fo show all the credits from preceding fax years avaitable for carryforward, by year of origin. This wil help you determine
the amount of credit that could expire in foflowing years.

Tax year of origin Tax year of origin
(earliest tax year first) (eartiest tax year first)
‘Year | Month | Day Credit available Year | Month | Day Credit available
. 1990-03-31 1999-12-31
1991-03-31 2000-12-31
1992-03-31 2001-12-31
1993-03-31 2002-12-31
1994-03-31 2003-12-31
1995-03-31 2004-12-31
1996-03-31 2005-12-31
1997-03-31 2006-12-31
1998-03-31 2007-12-31
1999-03-31 2008-12-31
Current tax year 2009-12-31
Total (equals line 325 in Part 3)
Thie amount available from the 20th preceding tax year will expire after this year. When you file your return for the next year, you wifl enter the expired
amount on line 300 of Schedule 508 for that year.

- Part 6 — Calculation of a recapture of ORDTC

You will have a recapiure of ORDTC in a tax year when you meet all of the following conditions:

e you acquired a particular property in the current year or in any of the 20 previous tax years if the ORDTC was earned in a tax year ending
after 2008;

» you claimed the cost of the property as an eligible expenditure for the ORDTC,

'y the cost of the property was included in computing your ORDTC or was subject to an agresment made under subsection 127(13) of the federal Act
;:’-_to:transfer qualified expenditures and section 42 of the Taxation Act, 2007 (Ontaric) applied; and

& "you disposed of the property or converted it 1o commercial use in a tax year ending after December 31, 2008. You also meet this condition if you
disposed of or converted to commercial use a property which incorpurates the particular property previously referred to.

Note: The recapture does not apply if you dispesed of the property to & non-arm's length purchaser who intended to use it alt or substantially all for
SR&ED in Ontario. When the non-arm's length purchaser lafer sells or converts the property to commercial use, the recapture rules wilt apply fo the
purchaser based on the historical federal imvestment tax credit (ITC) rate * of the originat user in Calculation 1 below.

You have to report the recapiure on Sehedule 5 for the year in which you disposed of the property of converted it io cormmercial use. if the corporation
is a member of a partnership, report its share of the recapiure.

If you have more than one disposition for calcutations 1 and 2, compiete the columns for each disposition for which a recapture applies, using the
caleulation formats below. |

* Federal ITC in calculations 1 and 2 should be determined without reference to paragraph (e) of the definition investment tax eredit in subsection
427(9) of the federat Act.

Calculation 1 - 1f you meet all of the above conditions

Y z AA
Amount of federal 1TC you orlginally caleulated Amount calculated using the federal ITC rate at the Amount from column 700 or 710,
for the property you acquired, or the original date of acquisition (o the original user's date of whichever is less
user's federal ITC where you acquired the acquisition) on either the proceeds of disposition
property from a non-arm's length pasty, as (if sold in an am's length {ransaction) or the fair
described in the note above market value of the property {in any other case)

Subtotat {enter amount BB, on fine KK in Part 7) BB
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Calculation 2 — If the corporation is deemed by subsection 42(1) of the Taxation Act, 2007 (Ontario) to have transferred all or part of the
eligible expenditure to another corporation as a consequence of an agreement described in subsection 127(13) of the federal Act complete

Calculation 2. Otherwise, enter nil on fine If

CC Dk

The proceeds of disposition of the property if you

dispose of it to & person at arm's length; or, in any

other case, the fair market value of the property at
conversion or disposition

The rate percentage that the transferee used to
determine its federat ITC for a qualified
expenditure that was transferred under an
agreement under subsection 127(13)
of the federal Act

£E

The amount, if any, already provided for in
Caleutation 1 (this allows for the situation where
onty part of the cost of a property is transferred

for an agreement under subsection
127{13) of the federal Act)

FF GG

The federal ITG samed by the transferee for the
qualified expenditure that was transferred

Amount determined by the formula
(CCxbD)-EE
{using the columns above}

[aly

Ammount from column FF or GG, whichever is less

Subtotal {enter amount 1l on line LL below)

Calculation 3

As a member of a partnership, you will report your share of the ORDTC ¢f the partnership after the ORDTC has been reduced by the amount of the
recapture. if this is a positive amount, you will report it on line 205 in Part 2. However, if the parinership does not have enough ORDTC otherwise
available to offset the recapture, then the amount by which reductions to the ORDTC exceeds additions {the excess) will be determined and reported

CORPORATE TAXPREP / TAXPREP DES SOCIETES - EP13

on line JJ.

Corporate partner's share of the excess of ORDTC (enter amount JJ at line NN below} JJ
—Part 7 - Total recapture of ORDTC

Recaptured federal ITC for Calculation 1 {amount fromtineBB) . ... ... KK

Recaptured federat ITC for Calcutation 2 (amount from linetlabove) .. ...... .- il

Amount KK plus amountbL L v oo X 2356 % F MM
Add: Corporate partner's share of the excess of ORDTG for Calgutation 3 {(amount from line Jd above) ... oo v i iie e v e NN
Recapture of ORDTC {amount MM plus amount NN) {enter amount OO on ling 277 of Schetdwle5) ... e Q0

VERSION 2816 V1.0 Page 4 of §



ONI-QOEB filing.209 2009-12-31 Hydro One Networks Inc.
210-07-29 10:57 87086 5821 RC0O001

Schedule A - Worksheet for eligible expenditures incurred by the corporation
in Ontario for the current taxation year

This worksheet aflows you to report the amount of efigible expenditures entered on Form T661, Scientific Research and Experimental Development {SR&ED)
Expenditures Claim which represents eligible expenditures as defined in section 127 of the Income Tax Act {ITA} with regard to scientific research and

experimentai development (SR&ED) carrled on in Ontario and attributable to a permanent establishment in Ontario of a corporation.

Data on the worksheet is cateulated based on the amounts on Form T661, but will have to be adjusted according to the rules of Ontarto, if applicable, in
particular when the corporation has had a permanent establishment in more than one jurisdiction. This data will be used when calculating Schedule 508
and Schedule 566.

Enter the breakdown between current and capital expenditures
Current Capital
Expenditures Expenditures

Total expenditures for SREED .. .. .. it 3,249,195

Add
« payment of prior years' unpaid expenses

(other than Salary OF WaGES) .+« h s s +
o -prescribed proxy amount

. (Enter "0" if you use the traditional method) . .. .o e e +
» expenditures on shared-use EQUIPTMENT o v e e e e e

o GHEr AOGIEONS  « v v v e e e e e +

+ +

1

3,249,195

4
£
<4
=
[+
=
B
1

less
s current expenditures (other than salary or wages) not paid within 180 days

Of he fax Year @t . .. o v e oo r v o b e AP -
» amounts paid in respect of an SR&ED contract fo a person or partnership
thatis notiaxable supplier . .. . .. oo e -
prescribed expenditures not allowed by regulabicns . ... .. - -
5 Other DBAUEHONS o v v et e ve et et m e - 378,950 -
s non-arm's length fransactions

- expenditures for non-arm's length SR&ED confracts . ... v v o e m e -
— purchases (limited fo costs) of goods and senvices from nen-arm's
length SUPPHEIS . v v o e e e - -

H

Subtotal = 2,870,245 | "

il

Total eligible expenditures incurred by the corporation in Ontario in the tax year (add amountifandll) ... ... 2,870,245 i
Enter amount 11l on line 100 of Schedule 508.

ke

CORPORATE TAXPREP | TAXPREP DES SOCIETES - EP13 VERSION 2010 V1.0 Page 5 of §



ONI-OEB filing.209 2009-12-31 Hydro One Networks Inc.
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i Ganada Revenue  Agence du revenu
4 & Agency du Canada SCHEDULE 515

ONTARIO CAPITAL TAX ON OTHER THAN FINANCIAL INSTITUTIONS

1 Name of corporation Business Number Tax year-end
Year Month Day

Hydro One Networks Inc. 87086 5821 RCOGO1 2009-12-31

« Complete this schedule for a corporation with a permanent establishment in Ontario at any time in the tax year and that is a corporation other than
a financial institution. The Ontario capital tax on other than financial institufions is levied under section 64 of the Taxation Act, 2007 (Ontario).

To complete this schedule, you have to complete Schedule 33, Part 3 Tax on Large Corporations. File completed copies of both schedules
_ with the T2 Corporation incorme Tax Return within six months of the end of the tax year.

o A corporation Is exempt from Ontario capital tax if it was one of the following:
1) a corporation that is liable to the special additional tax aceording to section 74 of the Corporations Tax Act (Ontario);
2) a credit union,

3) a deposit insurance corporation according to section 437.1 of the federal Income Tax Act;

4) afamily farm corporation for the year as defined by subsection 64(3) of the Taxafion Act, 2007 {Ontario), other than a corporation for
which a determination has been made under subsection 31(2) of the federat Act;

&) afamily fishing corporation, as defined by subsection 64(3) of the Taxalion Act, 2007 (Ontarie); or
6) a corporation exempt from income tax according to section 148 of the federal Act.

—E?art 1 — Taxable capital of a corporation resident in Canada other than a financial insiitution

Amount A from Part 1 of Schedule 33 ..o o 100 13,381,155,471
Add:
Accumulaled other comprehensive income attheend of theyear . ... .. oo oo e m
Subtotal 13,381,155471 b 13,381,155,471 A
Deduct:

Amount B from Part 1 of Schedule 33 . . . .. i e s

Amount on ine 400 from Part 2 of Schadtle 33 . . . o oo v vt e 13,939,877
13,939,977 b 13,939,977 ©

13,367,215,494

Taxable capital {amount A minus amount 8) (if negative, enter 12 T

~ Part 2 — Capital deduction

Complete this part only if the corporation is associated.

1YesD ZNO

If you answered no to the question at line 180, complete line 220, If you answered yes to the question at line 180, complete line 305 by using Schedule 516,
Capital Deduction Election of Associated Group for the Aliocation of Net Deduction, to caiculate the amount to be entered on line 300.

Are you electing under subsection 83(2) of the Taxafion Act, 2007 (Ontarlo)?

A
Taxable capita (from fine 120) or taxable
* gapital employed in Canada of a corporation
~ that was a non-resident of Canada
{from line 790 in Part 4 of Schedule 33)
Taxable capital or taxable capital employed
in Canada of every corporation with a
permanent establishment in Canada and
associated for the last tax year ™

13,367,215494 X  15000000% = Capital deduction EZA0 15,000,000 -
13,367,215,494

*  This amount includes the filing corporation's taxable capital or taxable capital employed in Canada. Bo not include an amount from a financial institution
o corporation that is exempt from capital tax under Diviston E of the Taxation Act, 2007 {Ontario} or Part Il of the Corporations Tax Act (Ontario).

Ailocation of net deduction {from line 600 for
the fiting corporation from Schedule 516)
Ontario allocation factor (OAF)
(amount { in Part 3}

= Capital deduction (iU

T2SCH515E Canad'éi

CORPORATE TAXPREP / TAXPREP DES SOCIETES - EPE3 VERSION 2010 V1.0 Page 1of 2



ONI-OEB filing.209 2009-12-31 . Hydre One Networks [nc.
10-07-29 10:67 87086 5821 RCO001

- Part 3 ~ Ontario capital tax payable

Taxable capital (enter amount from line 120 in Part 1) or taxable capital employed in Canada of a corporation
that was a non-resident of Canada (enter amount from line 780 in Part 4 of Schedute 33), whichever applies

Deduct:

Capital deduction {Enter $15,000,000 if the corporation is not associated, Otherwise, enter the amount from line 220 or fine 305,
WhiGhEVEr BPPIES, IOM PAM 2) . o v e v v e m e e e et 14,232,613 B

Net amount (fine 320 minus amount B) (f negative, enter "0} .o« ottt 13,352,982,881 ¢

13,367,215,494

Number of days in the tax year
Arnount C 13,352,982,881 x before January 1, 2010 365 X 0.00225

Number of days in the tax year 365

Hi

30,044,211 ©

Number of days in the fax year
after Dacember 31, 2009
Amount G 13,352,982,881 x and before July 1, 2010 X 0.00150

Number of days in the tax year 365
Subtotal {amount D plus amount &) 30,044,211

!
in

Amount F 30,044,211 * OAF {amount on line 1) 1.00000 = ... e 30,044,211 G

Amount G 30,044,211 X Number of days in the fax year * 365 .. 30,044,211
365 385

Oeduct:
Capital tax credit for manufacturers {enter amount J from Part 4)

Ontario capital tax payable (amount H minus fine 350 (if negative, enter 0"y
Enter amount fram line 400 on line 282 of Schedule 5, Tax Caloulation Supplementary - Corporations.

30,044,211

* E;ﬁtEf sither 365 if there are at least 51 weeks in the tax year, or the number of days in the year, whichever applies.

Calculation of the Ontario atfocation factor (OAF)
If the provincial or territordal jusisdiction entered on line 750 of the T2 retum is "Ontario,” enter “1" on line L.

If the provincial or territorial jurisdiction entered on line 750 of the T2 retum is "multiple,” complete the following caculation and enter the result on dine &

QOntario taxable income ** =
Taxabite income ***

ORtario lIOCAtION FACIOY « v v v e e e e e e e ae e 1.00000 1

«* Epter the ameunt allocated to Ontario from column F in Part 1 of Schedule 5. If the taxable income is nil, calculate the amount in column F as if the
taxable income were $1,000.

i .Enter the taxable income amount from line 360 or line Z of the T2 return, whichever appiies. If the laxable income is nil, enter "1,000."

- Part 4 — Capital tax credit for manufacturers

Ontario manufacturing labour cost”
Total Ontario Iabour cost™

Y

if the percentage on line 420 is 20% or less, enter "0" on line 4
If the percentage on line 420 is at least 50%, enter amount H from Past 3 on line J.
If the percentage on line 420 is more than 20% but less thar: 50%, complete the following calculation and enter the result on fine S

" {percentage from ling 420} — 20% % x 30,044,211 Amount H from Part 3 =
30% 30.000 %

Capital tax credit for manufacturers .. ... .. ... J
Enter amourntt J on line 350 in Part 3

*

As defined in subsection 83.1(4) of the Taxation Act, 2007 (Ontario)
*  As defined in subsection 83.1(5) of the Taxation Act, 2007 (Ontario)

FARDAD ATE TAVDBED { TAXPRER NES SNCIETES - EP13 VERSION 2010 V1.0 Page 2 of
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Canada Revenue  Agence du revenu
Agency du Canada

ONTARIO SPECIALTY TYPES

Hydro One Networks inc.
87086 5821 RCOGO1

SCHEDULE 524

Name of corporation Business Number Tax year-end
Year Month Day
i__Hydro One Networks Inc, 87086 5821 RC0O0O01 2009-12-31

® ise this schedule to identify the specialty type of 2 corporation carrying on business in the province of Ontario through a permanent establishment if:

— its fax year includes January 1, 2009;
- the tax year is the first year after incorporation or an amalgamation; or
— there is a change io the speciaity type.

¢ If none of the listed specially types applies, tick box 99 "Other.”

® nfess otherwise noted, references to sections, subsections, and clauses are from the Taxafion Act, 2007 {Ontaric).

~ Specialty types

Identify the specialty type that applies fo your corporation:

01 Family farm corporation — See subsection 64(3).

02 Family fishing corporation — See subsection 64(3).

03 Mortgage investment corporation - See subsection 130.1(6} of the federal Income Tax Act.
04 Credit union — See subsection 137(6) of the federal Act.

06 Bank -~ See subsection 248(1) of the federal Act.

08 Financial institution prescribed by regulation only — See clause 86{(2)(f).

08 Registered securities dealer - See subsection 248(1) of the federal Act.

10 Farm feeder finance co-operative corporation

11 Insurance corporation — See subsection 248(1) of the federal Act.

13 Specialty mutual insurance

14 Muiual fund corporation - See subsection 131(8) of the federal Act.

15 Bare trustee corporation

17 Limited lability corporation

21 Mining corporation

22 Non-resident corporation

oo x OO0y

99 Other (if none of the previous descriptions apply)

16 Professional corporation (incorporated professional only) -~ See subsection 248(1) of the federal Act.

12 Mutusi insurance — See subsection 27(2) of the Taxation Act, 2667 {Ontario) and paragraph 148(1)(m) of the federal Act.

18 Generator of electrical energy for sale, or producer of steam for use in the generation of electricat energy for sale — See subsection 33(7).
19 kydro successor, municipal electrical utility, or subsidiary of either — See subsection 81.1(1} and section 88 of the Electricify Act, 1998 (Ontario).

20 Producer and seller of steam for uses other than for the generation of electricity — See subsection 33(7).

T2 SCH 524 €
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ONI-OEB fiilng.209 2009-12-31
110-07-29 10:57

Continuity of Capital Dividend Account

At 2009-12-31  (see Note)

Hydro One Networks inc.
87086 5821 RCO(}O?

~ Capital gains
Non-taxabie paortion of capital gains realized in prior years 6,991,660
Non-taxabie portion of capital gains for the year + 1,070,321 8,061,981
~ Capital losses
Non-deductible portion of capital losses incurred in prior years
Non-deductible portion of capital losses for the year +
Non-deductible portion of business investment losses + :
Excess of non-taxable portion of gains over losses 8,061,981
~ Capital dividends received
Aggregate of dividends recelved in prior years
Dividends received during the year +
~Eligible capital property
Non-taxable portion of net proceeds on sale of E.C.P ~ Balance from priors years
Disposition incurred during the taxation year ending after October 17, 2000 !
Amount to be included under subsection 14 (1){b). "
Amount from line S on Schedule 10 for the taxation years ending after October 17, 2000
- for the current year
Appropriate portion of amount deducted as a credit loss {paragraph 20{4.2)} or capital
losses (paragraph 20(4.3)) for the taxation years ending after October 17, 2000
— for the current year -
Non-taxable portion of net proceeds on sale of E.C.P,
~ Life insurance policies
Proceeds from life insurance policies received in prior years
Proceeds from life insurance policies received in year +
Adjusted cost base of life insurance policies disposed of in prior years -
Adjusted cost base of life insurance policies disposed of in year -
~ Capital gains paid out by a trust
Non-taxable portion of capital gains paid out by a trust — Balance from prior years
Non-taxable portion of capital gains paid out by a trust ~ for the current year +
Non-taxable dividends earned from a CDA and paid out by a trust ~ Balance from prior years
Nor-taxable dividends earned from a CDA and paid out by a frust —~ for the current year +
Capital dividend account balance before capital dividends paid or payable 8,061,981
FADDAR ATE TAXPREP | TAXPREP DES SOCIETES - EP13  VERSION 2010 V1.0 page 1 of 7



ONI-QEB filing.209 2000-12-31 Hydro One Networks Inc.
110-07-28 10:57 87086 5821 RCGOMM

Capital dividend account balance before capital dividends paid or payable 8,061,981

~ Capital dividends paid or payable
Agoregate of dividends — prior years
Dividends paid or payable for year +

Capital dividend account halance 8,061,981

~ Balance of the capital dividend account at the end of the preceding taxation year
Balance of the capital dividend account on  2008-12-31 6,991,660

Note: The time period in which the CDA applies commences on the first day of the first taxation year ending after 1971 and after the
corporation last became a private corporation and ends immediately before the balance in the CDA is to be determined.

CORPORATE TAXPREP / TAXPREP DES SOCIETES - EP13 VERSION 2010 V1.0 Page Zof 2
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Ke.ep this portion for your records.’

Filed: August 16,2010

EB-2010-0002
Exhibit I-1-63
Attachment 2

Notice of Assessment Pagelofl

Fiectricity Act, 1998 * Corporstions Tax Act, R.5.0. 1960

X 620 trom 2008/01/01 to 2008/12/31
Oshawa ON LiH BES
Accourst No. Assessment Late Page
. {year, month, day)
HYDRO ONE NETWORKS INC. 1800028 . 2008/07/20 4 of 1

ASSESSMENT NO, 473

Tax: Federal and Provincial PIL
Assessment [nterest
Total Assessmeni Ltabsi:ty

126,817,414.00, (D ©

233,396,634

127,050,868.631 -

manARYOFzmmmzm1TAXAHONYEAR?RAN§KEﬁBR§”“"W"'”

Payments/Trén sfers
Interest
. Sub-Tolal

CREDIT BALANCE AVAILABLE IN THIS TAXATION YEAR

128,635,682.69CR

133,675.28CR

128,769,155.97CR

1,718,367, 54CR

In accordance with 5.5.80(8) of the 'Corporattons Tax- Act, as made applicable
by 5.95 of the Electricity Act, 1898, notice is hereby given of the amount of
tax, penally and interest for which you are assessed.

Adiustment to the computalion of Total Tax payable.

Adjustment tothe

Mathematical errok in corgputalion of Taxable Paid-up Caplial.

Adjustment to the éomputation« of Capital Tax.

mputation of Investment Allowance. Taxable Capitalrevised. ..

Tax (Re}Assessiment "« | 566 ONT-TAXS {1 B66 568-8297) et 21113
Engudiries; * FAX 416 218-3276

« TTY 1 800 263-7776
» onlaric.ca/revenue

Account Billing Enquiries &
Change of Address Information:

= FAX B05 433-5197

s i}BGS ONE-T& H gg@%:‘g«iﬂg?) &

2000001
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Filed: August 16, 2010
EB-2010-0002

Exhibit |

Tab 1

Schedule 64

Page 1 of 7

Ontario Energy Board (Board Staff) INTERROGATORY #64 List 1

Interrogatory

Issue 4.1 Are amounts proposed in rate base in 2011 and 2012 appropriate?

Ref: Exhibit D1/T1/S2/Table 1 and Exhibit D1/T3/S1/Table 1

In Table 1 at Ex D1/T1/S2 summarizes the in-service capital additions that will be
added to rate base in 2011 and 2012. The in-service additions are grouped by
investment category (i.e. Sustaining, Development, Operations & Other). Table 1
at Ex D1/T3/S1 summarizes the capital expenditures in the test year by investment
category.

Board staff notes that there is a significant difference between the capital
expenditure budget and the proposed in-service additions. Please provide the
following information:

(a) Please provide a breakdown of all capital programs, for Sustaining, Operations
and Shared Services, that are included in the in-service additions table. Please
provide this information in table format, identifying the capital program, ISD #,
in-service year, Category of investment (i.e. Category 1, 2, 3or 4), Gross Cost,
capital contributions, and test year capital expenditure that is booked to rate base.
In a separate table, please indentify all projects that are included in the capital
expenditure budget, but will not be added to the test year rate base.

(b) With respect to Development Capital, Board staff has prepared the following
table. The table attempts to identify all Development Capital additions in the test
year. However staff was unable to reconcile to the in-service additions table in
Exhibit D1/T1/S2. Please provide a similar table that identifies all the
development capital programs, related ISD #, in-service year, Category of
investment, Gross Cost, Capital contributions and capital that is booked to rate
base in 2011 and 2012. Please identify the projects that are included in the Green
Energy Plan. In a separate table, please indentify all projects that are included in
the capital expenditure budget, but will not be added to the test year rate base.
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Exhibit |
Tab 1
Schedule 64
Page 2 of 7
Development Capital in $ millions
1/S Proj. Cost Rate Base Amounts
ISD # Investment Summary Description Cat.| year| G.Cost | C.Cont. 2011 2012
D1 |New 500 kV Bruce to Milton Double Circuit T.L 1 2012 | 695.5 $ 1844 1| $ 94.3
D2 |Northeast Trans.Reinforcem: SVC's at Prcupine & Kirkland Lake| 1 2011 | 121.6 $ 33.1|$ -
D3 |[Nanticoke TS - 500 kV, 350 MVar Static Var Compensator 1 2011 84.6 $ 221 | $ -
D4 |Installation of Static Var Compensator at Detweiler TS 1 2011 80.3 $ 349 | $ -
D5 |Installation of 1 Shunt Capacitor Bank at Essa TS 2 | 2011 6.3 $ 59 (% -
D6 |Installation of 2 Shunt Capacitor Banks at Porcupine TS 2 |2011| 11.7 $ 10.3 | $ 0.2
D7 [|Installation of 1 Shunt Capacitor Bank at Hanmer TS 2 2011 8.5 $ 79| % 0.1
D8 |Installation of Shunt Capacitor Bank at Dryden TS 3 |2013| 10.7 $ 0.1|$% 10.3
D9 |Woodstock Area Transmission Reinforcement 1 2011 70.9 $ 20.7 | $ -
D10 [Rebuild Burlington TS 115kV Switchyard 2 |2012| 56.4 $ 30.4 | $ 1.4
D11 [Toronto Area:Upgrades Short Circ.Capability:Rebuild Hearn SS 2 |2012| 84.9 $ 54.6 | $ 27.0
D12 |Toronto Area:Upgrades Short Circ.Capability.Leaside TS Uprate 2 2012 37.4 $ 13.5 | $ 21.9
D13 |Toronto Area:Upgrades Short Circ.Capability:Manby TS Uprate 3 2013 30.4
D14 |Midtown Transmission Reinforcement Plan 4 2013| 107.3
D15 |Guelph Area Transmission Reinforcement 4 | 2014 50.7
D16 |Commerce Way TS&Line Connection(formerly Woodstock East) 1 2012 45.8 24.2 $ 27.1 | $ 6.5
D17 |Kirkland Lake TS: Reconnect Idle K4 Line 2 | 2011 13.7 13.7 $ 13.3 | $ 0.2
D18 |South Halton Tremaine TS: Build new Transformer Station 2 2012 28.5 19.1 $ 20.9 | $ 5.5
D19 |Ancaster TS: Build new TS & Line Connection 3 2013 24.1
D20 |East Ottawa TS: Build new Transformer Station 3 2013 33.4
D21 |[Leamington TS: New 230/27.6kV DESN & Line Connection 4 | 2013 62.4
D22 |Build New TS & Line Connection in Northern Mississauga 3 2014 39.3
D23 |[New Enfield TS & Line Connection(Formerly Ottawa Area TS) 3 2014 28.7
D24 |Long Lac TS: Replace End-of-Life 115/44kV Transformers 2 2011 19.8 $ 53|% -
D25 [North Bay: Upgrade to a 115/44kV Transformer Station 2 |2012| 26.8 $ 18.3 | $ 8.4
D26 |[Barwick TS: Build new Transformer Station 2 |2012| 15.5 $ 8.8 % 6.2
D27 [New Duart TS & Line Connection (formerly Rodney TS) 2 |2012| 26.7 $ 12.1 | $ 12.6
D28 |500MW Renewables Ill RFP: Talbot Wind Farm 2 2011 25.0 25 $ 23.0 | $ -
D29 [350MW Peaking Generation in Northern York Region 2 | 2011 4.9 4.9 $ 45| $ -
D30 [Chatham Wind Generation Connection (260MW) 2 | 2012 4.2 4.2 $ 0.1]% 4.1
D31 |Lower Mattagami Generation Connections[Note $31.6 million] 4 | 2012 8.3 8.3 $ 20| $ 4.0
D32 |Enabling 230/44kV TS #1 and Short (<2km) Tap 3 2013 33.8
D33 |Enabling 115/44kV TS #1 and Short (<2km) Tap 3 2013 33.8
D34 |Algoma x Sudbury Transmission Expansion 4 2015| 431.6
D35 |Northwest Transmission Reinforcement 4 2014 | 399.5
D36 |Static Var Compens. #1 at Existing Station in Southwestern ON 3 2013 78.7
D37 [In-Line Circuit Breakers #1 2 | 2012| 20.3 $ 13.4 | $ 6.9
D38 [In-Line Circuit Breakers #2 2 |2012| 20.3 $ 13.4 | $ 6.9
D39 |In-Line Circuit Breakers #3 3 2013 20.8
D40 |In-Line Circuit Breakers #4 3 2013 20.8
D41 |In-Line Circuit Breakers #5 3 2014 21.6
D42 |In-Line Circuit Breakers #6 3 2014 21.6
D43 |Station Protection Upgrades for Distributed Generation $ 53|% 15.8
D44 |Transfer Trip Facilities $ 4.7 | $ 14.0
D45 |End/End Testing-Interop.Bus Architre(O.Sound and Meaford TSs $ 55| % 5.5
D46 [Various lines and TSs outliers-inliers $ 40| $ 4.0
D47 |Mitigate Reliability Problems of HV Shunt Capacitor Instalations $ 16.8 | $ -
Others (Less than $3 Million) $ 21.4  $ 44.3
"$ 637.87$ 300.1
Less Capital Contributions 43.6 55.8
Balance 594.2 244.3

In-senvice additions as per Table 1(D1/T1/S2)

$397.80, $1,083.40




© 0 N oo O b~ W N

= e
= o

Filed: August 16, 2010
EB-2010-0002

Exhibit |

Tab 1

Schedule 64
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Response

(a) Please find the requested tables (Table 1, 2, and 3) that includes a breakdown of all
capital programs, for Sustaining, Operations and Shared Services, that are included in
the in-service additions table. This table includes information identifying the capital
program, in-service year, Gross Cost, capital contributions, and test year capital
expenditure that is booked to rate base.

Please note that per Exhibit D1, Tab 3, Schedule 3, the Capital Project Category
classification is specific to Development projects. Where possible, groups of projects
have been associated with a comparable development Capital Project Category.
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Table 1
Sustainment Projects — Test Year In-Service Additions (ISA)
15D# DIwestment Summary Description Gross Cap. Conir,
Cost
(M)
a1 201142012 Oil Circuit Breaker Replacement Program 16.5 -
a2 20112012 5F6 Breakers Type 3P Replacements 205 -
23 201142012 Metalelad Circuit Breakers Replacement - 238 -
GTA
24 Beck #1 33: Air Blast Circuit Breaker (ABCH) Re- 475 -
Investment
25 Ahbitibi Canyon Switching Station (33) and Pinard 217 -
Transformer Station (T3) - Replace EOL Components
26 Hanticoke T3: Air Blast Circuit Breaker (ABCH) Re- 49 -
Investment
37 Orangeville Ti3: Air Blast Circuit Breaker (ABCE) Re- 429 -
Investment
38 Richwiew T3 230 kV Switchyard: Air Blast Cirouit 171 -
Breaker (ABCH) Re-Investment
29 Hanmer T3 500 KV ABCE Replacement 188 -
310 Picketing & switchyard : Air Blast Circuit Breaker 73 -
(ABCE) Re-Investment
21 Metival GIZ ITE Bus Replacement 207 -
313 Richriew T3 - Replace EOL Transformer 101 -
214 Replace EOL COE Transformers R -
315 Leaside T3 - Replace EOL Transformers 12 -
316 Purchase Spare Transformers 265 -
217 20112012 Btation HV Disconnect replacement Program 114 -
318 Capacitor Bank Replacement 71 -
319 201142012 Btation Service Upgrades 26 -
220 201142012 Bpill Containment Refurbishment - Major 178 -
a2 BEPS Replacement of End-of-Life Equipment 191 -
222 ITC - Line Protections Replacements a9 -
523 HYPA Tie Lines - Beck Line Protections Replacements 69 -
224 2011 - 2012 Station P& Replacement 6.6 -
225 2011-2012 Protection Replacements 203 -
226 2011-2012 ETU Eeplacement 108 -
227 D Bignaling (Remote Trip) Replacements 137 -
220 NPCC Regulated Lines - Tone Equipment 14 -
Replacements
230 PLC Replacement Program 55 -
25 TDCH Cyher Secutity 104 -
252 201142012 Bpill - Major Drainage o2 -
254 201142012 Transmission Wood Pole Replacement 69 -
Program
235 201142012 Bteel Structure Coating Program 12 -
236 201142012 Bhieldwire Replacement Program o5 -
237 201142012 Transmission Lines Emergency Restoration 144 -
338 Circuit A6P - Reserve Jot. to Port Arthur T2 14 -

Transmission Line Refurhishment

Total In-Service Additions listed ahove

Sustainment Projects & Programs <$3M
Other Projects & Programs 156.9 -

Total In-Sexvice Additions less than $3M #

Total § i In-Service

I's

012
012
012

012

012

2011

2013

012

012
012

012
012
012
012
012
012

012
012
012
012

2012
n1z

012
012
012
012

012

012
012

012
012

012
012
012

012

201142012

PETIn

*MNote: Gross Cost includes Removals
Table 1 includes projects that are comparable to Category 2 projects

2011 IS4

($M)

45
a9
ar
93
43
67
46

Té
a7

57

86
37
43
16
75
44
oo

43
9

193
73
45
63
0

9
oo

42
16
55
(]

oo

435

1333

1233

3668

2012154
($M)

Té
133
107
137
113
oo
69

103

93
38

70
310
77
133
44
18
117
a5
187

54
33

200
104
55
58
74

a0
104

44
19
6.5
(]

133

3244

748

748

3994
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Table 2

Operations Projects — Test Year In-Service Additions (ISA)

2011154 2012 1SA

ISD Dbwestiment Summary Description Gross Cost Cap. I's
($M)* Conir,

o1 Netwotk Operations Buildings 231 - 2012
o2 NM3 Upgrade & Enhancements 78 - 2012
ox} TxOperating Facilities Sustainment 10 - 2012
04 Hub Site Management Program T2 - 2012
o5 Telemetry Expansion 69 - 2012
08 Wiide Area Metwork 371 - 2011-21014
Other Projects & Programs <330 97 - Arnmual

In-Service Additions

#Hote: There are not Removal costs associated with Operations Projects
Taible 2 inchades projects that are comparable to Category 2 Projects.

(401

I's

2012

2011

2014
Antnal
Antnal

Antnal
Antnal
Anrnal
Anmaal
Antnal
Antnal
Antnal

(M)

2011154
($M)

2012154
(31

25
11
8

20

18
0s
41
106

45
144

Table 3
Shared Services Projects — Test Year In-Service Additions (ISA)
DIvestment Summary Description Gross Cap.  Removals
Cost($M)  Conir,
Cormerstone Phase 2
Comerstone Phase 3* 93
Iobile IT Platform 18
GI3 Implementation 6.1
MF& PC and Printer Hardware 45
Software Refresh & Maintenance - Enterprize Application 38
Software
MF& UNIK Servers 36
MF& Windows Servers 43
Cther IT 102
Real Estate Facilities Capital 247
Real Estate Head Office and GT A Facilities Capital 183
Zhared Services Capital — Service Equipment 6.3
Shared Services Capital — Transport & Work Equipment 322
Station Security Infrastracture 16.8

In-Service Additions

*Cormerstone figares are net of savings.
Table 3 inchdes prajects that are comparable to Category 2 Projects.

Figures in Table 3 represent only the Transmission allocated ameounts.

(b) Please note that with respect to this question, the table that Board Staff prepared is
fundamentally incorrect as the amounts included as “Rate Base Amounts” are the
gross cash flows, which is why the balances do not reconcile to the in-service
additions within Table 1 of Exhibit D1, Tab 1, Schedule 2. Please find the requested
table below that identifies all development capital projects, related ISD number, in-
service year, Category of investment, Gross Cost, Capital contributions and capital
that is booked to rate base in 2011 and 2012. The projects that are included in the

Table 4

Antnal

Projects not added to the test year rate base

ISDE Dmvestment Summary Description

230 H2TK FEA] Cable Replacement (Riverside Jot. x Strachan TS
312 MR Transmission Station

328 DC Bignaling Replacements (Toronto North & East)

Tahle 4 mchides projects that are comparable to Category 3 Projects.

Green Energy Plan have been identified in the table.

I's
2013
2013
2013

63.7

]
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Table 5
Development Projects — Test Year In-Service Additions (ISA)

Gross
Cost Cap. 2011 IS4 2012154
ISD# Dnvesiment Summary Description (#M)  Comtr. Cat Green LIS ($1T)
D1 Hew 300 k¥ Brace to Milton Double Cireuit Transmdssion Lined 6855 - 1 2012 - GR35
D2  Hortheast Transmission Reinforcement: Instafl 3VC's at Porcupine T & Kitkland Lake TS 1214 - 1 2011 49.1 -
D3 Manticoke T3 - Install 500 kW, 330 MV ar Static Var Compensator 246 - 1 2011 844 -
D4 Detweilet T — Install 230 kY, 350 MV ar Static Var Compensator 8203 - 1 2011 203 -
D3 Esza T3 —Install 250 MVar Shunt Capacitor Bank 6.3 - 2 2011 6.3 -
Dé  Porcupine T3 - Install twol00 MVar Shunt Capacitor Banks 117 - 2 2011 11.7 -
D7  Hanmer T3 - Install 149 WMV ar Shunt Capacitor Bank 85 - 2 2011 25 -
D8 Dyyden TS —Install a Shunt Capacitor Bank 17 - 3 2013 - -
D9 Woodstock Area Transmission Reinforcement 09 - 1 2011 09 -
DI0  Rebuild Butlington T3 115KV Switchyard 56.4 - 2 2012 - 56.4
Dil  Toronto AreaStation Upgrades for Short Circuit Capability: Rebuild Hearn 53 349 - 2 Green 2012 - 84.9
D12 Totonto Area Station Upgrades for Short Circuit Capability: Leaside T3 Equipment Update 374 - 2 Creen 2012 - 374
D13 Toronto AreaStation Upgrades for Short Cireuit Capability: Manby TS Equipment Update 30.4 - 3 Green 2013 - -
Did4  Midtown Transmission Reinforcement Plan 1073 44.2 4 2013 - -
D15 Guelph Area Transmission Reinforcement 507 - 4 2014 - -
Di6  Commerce Way Ti3: Build new T3 and Line Connection (formerly Woodstock East TS 458 242 1 2012 - 218
D17 EuMand Lake T3: Reconnect Idle K4 Line 137 137 p) 2011 - -
D18 South Halton Tremaine T3: Build New Transformer Station 285 191 2 2012 - 9.4
D19 Ancaster TS: Build new Transformer Station end Line Connection 241 82 3 2013 - -
D20 EastOttawa T3: Build new Transformer Station 354 302 3 2013 - -
D2l  Leamington T3: Mew 330/27 6 kV DESN and Line Connection 62.4 - 4 2013 - -
D22 Mew 230/28 k¥ Transformer Station in Northern Mississauga & Line Cormection 393 302 3 2014 - -
D23  Enfield T3: Build 230444 k¥ DESH and Line Connection (formally Oshavwa Area T 287 &0 3 2014 - -
D24 LongLac TS Replace End-of-Life 115-44 &V Transformers 1938 - 2 2011 198 -
D15 MNotth Bay T3 Upgrade to a 115-44 kW Transformer Station 268 - 2 2012 - 268
D26 Barwick TS: Build new Transformer Station 155 - ) 2012 - 155
D27 Duart Ti3: Build new Transformer Station and Line Connection (formedy Rodaey TE) 267 - 2 2012 - 6.7
D28 500 MW Renewables III RFP (Talbot Wind Farm) 250 250 ) 201 - -
D20 350 MW Peaking Ceneration in Motthern Yotk Region 49 49 2 2011 - -
D30 Chatham Wind Generation Connection (26007 432 432 2 2012 - -
D31 Lower Mattagami Generation Connections 83 83 4 2012 - -
D32 Enabling 230/44kV T3 #1 and Short (<2ked) Tap(Ttem #2 in Schedule B) 338 - 3 Gresn 2013 - -
D33 Enabling 115/44kV T3 #1 and Short (<2km) Tap(Ttem #2 in Schedule B) 338 - 3 Green 2013 - -
D34 Algomax Sudbury Transmission ExpansiondTtem #4 in Schedule A) 4316 - 4 Creen 2015 - -
D35  HMNorthwest Transmission ReinforcementdTtem #14 in Schedule &) 3905 - 4 Green 2014 - -
D36 Static Var Compensator #1 at Existing Station in South Western Ontario (Ttem #1 in Schedule B) TET - 3 Creen 2013 - -
D37 In-Line Circuit Breakers #1 (Jtem #4 in Schedule By 205 - 2 Green 2012 - 03
D3E  In-Line Circuit Breakers #2 (Jtem #4 in Schedule B) 203 - 2 Green 2012 - 03
D39  In-Line Circuit Breakers #3 (Ttem #4 in Scheduls B) 208 - 3 Creen 2013 - -
Dd0  In-Line Circuit Breakers #4 (Jtem #4 in Schedule B) 208 - 3 Green 2013 - -
D4l In-Line Circwit Breakers #3 (Ttem #4 i Schedule B) 216 - 3 Green 2014 - -
Dd2  In-Line Circuit Breakers #6 (Jtem #4 in Schedule B) 216 - 3 Green 2014 - -
D43 Btation Protection Upgrades for Distributed Generation Green  Annuial 33 158
Dd4  Transfer Trip Facilities Green  Annual 47 140
D45 Endto End Testing for Interoperable Bus Architecture at Owen Sound and Meaford Transformer Stations - 11.0
D46 Warious lines and T3s outlers- 40 40
D47 Mitigate Reliability Problems of HV Shunt Capacitor Installations 431 -
Other Capital Projects 4.5 38
Total Total In-Service Additions listed ahove 3078 10834
n-service additions as per Table 1{D1/T1/82) 3078 10834

Also, please find a separate table that identifies all projects that are included in the capital
expenditure budget, but will not be added to the test year rate base.
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Table 6
Development Projects not added to the test year rate base

ISD# Dmvesiment Summary Descripiion
DE  Diyden T3 —Install a Shunt Capacitor Bank
Toronto Area Station Upgrades for Short Cirewit Capability: Manby TS Equipment
D13 Update
D14 IMidtown Transmission Reinforcement Plan
D15 Guelph Area Transmizsion Reinforcement
D19 Ancaster TS: Build new Transformer Station and Line Connection
D20 East Ottawa T3: Build new Transformer Station
D21 Leamington TE: Mew 230527 6 ¥V DESN and Line Connection
D22 Wew 230028 kY Transformer Station in Morthern Missizsauga & Line Connection
D23 Enfield TS Build 230044 ¥V DEZH and Line Connection (formally Oshawra Area TE)
D32 Enabling 230/44kV T3 #1 and Shott (<2kmi) T ap(Ttem #2 in Schedule B)
D33 Enabling 115/44KV T3 #1 and Shott (<2kmi) T ap(Ttem #2 in Schedule B)
D34 Alzoma x Sudbury Transmdssion ExpansiondTtem #4 in Schedule A7
D35 Worthwest Transmission ReinforcementdTtem #14 in Schedule A)
Statie Var Compenszator #1 at Exsting Station in South Western Ontano (Ttem #1 in
D36 GSehedule B)
D39 In-Line Cireuit Breakers #3 (Ttem #4 in Zchedule By
D40 In-Line Cireuit Breakers #4 (Ttem #4 in Zchedule B
D4l In-Line Circuit Breakers #5 (Ttem #4 in Schedule By
D42 In-Line Cireuit Breakers #6 (Ttem #4 in Zchedule B
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Ontario Energy Board (Board Staff) INTERROGATORY #65 List 1

Interrogatory

Issue 4.1 Are amounts proposed in rate base in 2011 and 2012 appropriate?

Ref: Exhibit D1/T3/S3/Appendix A
At the above reference Hydro One provides a summary of Development Capital
projects. In Tables 2 through 8, Hydro One has an entry that states “Other Historic
Projects (Pre-2011)”.

(a) In Note 6 in Table 1 Hydro One has provided a brief explanation for this entry.
Please provide a more detailed explanation for this entry.

(b) In Note 6 in Table 2, Hydro One states that “Other Historical Projects” comprise
accumulated cash flows in Historical and Bridge years for projects that do not
have any expenditure in 2011 or 2012”. However, Table 2 indicates $2.6 million
is budgeted in 2011. Please explain.

(c) In Table 5, Hydro One has budgeted $40.4 million from capital contributions
related to “Other Historical Projects (pre 2011). Please explain the reasons for this
expense.

Response

(a) The “Other Historical Projects” category is an amalgamation of projects with in-
service dates prior to the test years but that have accumulated gross cash flows in the
Historical and Bridge years.

Examples of “Other Historical Projects” include:

e EB-2008-0272, Exhibit D1, Tab 3, Schedule 3, Table 2, Item #D1 “Hydro One —
Hydro Quebec: 1250MW Interconnection”. This project was slated for in-service
in 2009 with gross cash flows spanning 2006 to 2009 with a total gross cost of
$122.8M.

e EB-2008-0272, Exhibit D1, Tab 3, Schedule 3, Table 3, Item #D15 “Southern
Georgian Bay Transmission Reinforcement”. This project was slated for in-
service in 2009 with gross cash flows spanning 2005 to 2009 with a total gross
cost of $88.0M.

(b) The $2.6 million indicated in Table 2 under “Other Historical Projects” was recorded
in 2011 by error; this capital expenditure is being spent in 2010. The rate base is not
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affected as the in-service addition and rate requirement included the $2.6 million in
2010.

(c) The “Other Historical Projects” in Table 5 has a capital contribution of $40.4 million;
the main contributor to this was the “Sarnia Generation Connection Plan” which
incorporated connection of two generators (Greenfield Energy Center and St. Clair
Energy Center) as well as addressed upgrades and station modifications at Lambton
TS and Sarnia Scott TS which were network pool funded.
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Ontario Energy Board (Board Staff) INTERROGATORY #66 List 1

Interrogatory

Issue 4.2  Are the proposed 2011 and 2012 Sustaining and Development and
Operations capital expenditures appropriate, including consideration of
factors such as system reliability and asset condition?

Sustaining Capital

Ref: (a) Exhibit D1/Tab2/Sch1/p5-6; Ref: (b) Exhibit C1/Tab2/Sch2/Appendix
AJ/Section 4.0-Station Asset Performance/Figures 30 — 44

In the noted references, Hydro One indicated that the overall results of the analysis

of Hydro One’s breaker and power transformer equipment performance is in most

cases worse than the national composite averages (from CEA). The key findings

included:

e  Transformer performance for frequency has been about 1.6 times worse
than the CEA national average that includes other Canadian transmission
utilities in the CEA survey;

e  Transformer performance for unavailability has been about equal to CEA
average for 230 kV transformers, but over 7 times worse than the average
for 500 kV transformers;

e  Breaker performance for frequency has been 1.4 times worse than the
CEA national average that includes other Canadian transmission utilities
in the CEA survey.

e  The frequency of sustained outages for lines is slightly above the CEA
average for 115 kV circuits and about 1.5 times for the CEA average for
230 kV lines.

(@) In what year did Hydro One begin comparing the performance of its system
elements (transformers, lines and breakers) with the CEA national average
performance of corresponding system elements?

(b) In what year did Hydro One begin formulating a comprehensive new sustainment
capital strategy to address the poor performance of the system elements?

(c) What are the main features of the old sustainment strategy that lead to the poor
results noted above?

(d) Describe how the new sustainment strategy improves on the old sustainment
strategy in addressing the root causes for the poor performance of the various
system elements.
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(e) Based on the new sustainment strategy, when does Hydro One expect, for each of
the reported system elements, to be at or better than the CEA national average
performance of corresponding system elements?

Response

(a) Comparisons to CEA reliability information have been made since about 2000 after
Hydro One centralized the asset management function. The current methodology that
uses a 5 year rolling average and compares Hydro One to the CEA national averages
started being used in a structured manner in 2008. Prior to that, the CEA information
was made available to planning staff and used as a guide.

(b) Hydro One’s initial capital sustainment strategy to address asset performance was
developed in about 2000. Further to that, the strategy to address delivery point
performance outliers was finalized in 2005.

(c) It is believed that many of the reliability issues that Hydro One is facing today are the
result of the former decentralized asset management approach. The following
provides specifics:

e Underinvestment in the renewal of assets during the 1990’s.

e Transitioning from a regional asset management organization to a centralized
organization. This took several years starting in 1999. The process to centralize
asset data, develop asset condition assessment and planning standards and
implement an investment prioritization process took several years to complete.
Until that time, information and analytics were not available to optimize
investment decisions.

e To acquire asset condition information on all station assets takes about 8 years,
the average cycle for inspections. In many cases trending information is required
that can take several years to acquire before effective plans can be developed. As
such, there is a significant delay before a centralized organization can make
decisions that will address the most problematic assets.

(d) The centralized sustainment strategy includes a reliability centered maintenance
approach, asset condition assessment standards, reliability measures, comparisons to
peers and a uniform assessment of problems These asset management practices plus
the new SAP work management system provides the analytics to make effective
decisions to address poor performing assets. The earlier decentralized approach
lacked consistency in a number of areas, e.g., data collection, asset condition
assessment and did not have the analytics of today. For further information on
reliability management refer to Exhibit I, Tab 1, Schedule 11.
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(e) As the comparisons to CEA member utilities have only recently (2008) been adopted
as a formal practice, Hydro One has not yet made a decision if one of its targets will
be to achieve equipment performance equivalent to the national average. The
strategy at this time is to compare Hydro One’s equipment and lines performance to
CEA member utilities and strive to improve over time applying a prudent and
measured approach. Hydro One uses the CEA member utility average performance
as a guide to provide focus to areas that need attention as part of good utility practice.
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Ontario Energy Board (Board Staff) INTERROGATORY #67 List 1

Interrogatory

Issue 4.2  Are the proposed 2011 and 2012 Sustaining and Development and
Operations capital expenditures appropriate, including consideration of
factors such as system reliability and asset condition?

© 00 N o g b~ W N P

Ref: (a) Exhibit D1/Tab3/Sch2/p14; Ref: (b) Exhibit D2/Tab2/Sch3/Investment
Summary Documents/ Sustaining Station Reinvestment/5 Projects (S6 to S10
inclusive)

In Reference (a), a summary of the 5 projects categorized as “Stations Re-
investment” is presented, and in Reference (b), more details are given for each of
these projects.

=
o

e A e
[ B S R NCR SN

Please complete the following Table:

=
[=2]

Average Installed
System Element or Installation Cost/Element
$

230 SF6 Breakers

500 SF6 Breakers

High Voltage Switches

High Voltage Instrument Transformers

High Voltage Line Ground switches

Main Station Service Transformers

Perimeter Fence - Cost/km

Control, Metering, Relaying & Annunciation Systems
( Richview & Hanmer) - Cost/System

17

18 Response

19

20  The following table provides a range of costs for individual units within the five projects
21 asoutlined in S6 - S10

22

System Element or Installation Average Installed Cost/Element($M)

230 SF6 Breakers (to replace existing air-blast breakers) 0.8-1.8

500 SF6 Breakers (to replace existing air-blast breakers) 25-3.0

High Voltage Switches 0.1-0.25

High Voltage Instrument Transformers 0.1-0.25

High Voltage Line Ground switches 0.1-0.2

Main Station Service Transformers 05-1.0

Perimeter Fence - Cost/km 0.65-0.75

Control, Metering, Relaying & Annunciation Systems 4.0-8.0

( Richview & Hanmer) - Cost/System
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Projects of this complexity undergo detailed site-specific scoping and estimating because
there is a large amount of variability from one project to the next.

Some of the issues which affect the scope and cost of the project are outlined below:
e Amount of reconfiguration work that may be required or included in the project
0 S7 - Orangeville TS, includes the addition of a third breaker diameter and re-
termination of the existing circuits (refer to Exhibit I, Tab 9, Schedule 21 part ¢
for additional details)
0 S10 - Pickering A SS, includes the removal / bypass of two existing breakers
which have supported mothballed Pickering generators
e Variation in specifications of major equipment
e Possible need to upgrade grounding, buswork, etc. due to equipment condition or
changes in required functionality/ratings
e Physical size of the station as it affects cabling, bus configuration, and amount of
available space for project execution while managing the on-going operation of the
station.
Need for major civil works, including drainage systems and spill containment.
Reusability of existing bus-work (foundations, bus, insulators, etc.)
Reusability of existing AC & DC station service
Reusability of existing Protection, Telecom, and Control assets, which may result in
significant costs associated with design and construction in accordance with regulated
standards (i.e. physical separation of A&B protection systems)
e Interface issues with customers, including:
o Demerger of drawings and physical assets
o Protection and insulation coordination
o Outage constraints at major generating stations
e Short circuit requirements.



© 00 N o g b~ W N P

WNRN RN NNRNRNNRNDRNIER R R B B B B B 2
SO © ® N o O & WN P O © ® N o b w N B O

Filed: August 16, 2010
EB-2010-0002

Exhibit |

Tab 1

Schedule 68

Page 1 of 1

Ontario Energy Board (Board Staff) INTERROGATORY #68 List 1

Interrogatory

Issue 4.2  Are the proposed 2011 and 2012 Sustaining and Development and
Operations capital expenditures appropriate, including consideration of
factors such as system reliability and asset condition?

Ref: Exhibit D2/Tab2/Sch3/Investment Summary Documents/ Sustaining Station
Reinvestment/5 Projects/S7
The noted reference indicates that the in-service date for project S7 “Orangeville
TS: Air Blast Circuit Breaker (ABCB) Re-Investment” is 2013.

(a) Is the in-service date actually expected in 2013?

(b) If yes, did Hydro One include the investment in rate base for 2012? If so, please
provide the rationale for doing so.

Response

() Yes, the project is planned to be entirely complete and in-service by the end of 2013.

(b) Generally the projects that include replacement of multiple pieces of equipment are
completed in a staged manner to maintain electrical supply. For this particular
project, 2/3 of the equipment is scheduled to be in-service by the end of 2012 and will
be placed into rate base.

Please refer to Exhibit I, Tab 1, Schedule 064 for additional detail on in-service
additions.
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Ontario Energy Board (Board Staff) INTERROGATORY #69 List 1

Interrogatory

Operations capital expenditures appropriate, including consideration of

1

2

3

4

5 Issue4.2  Are the proposed 2011 and 2012 Sustaining and Development and
6

7 factors such as system reliability and asset condition?

8

9

Ref: Exhibit D2/Tab2/Sch3/Investment Summary Documents/ Sustaining Capital-

10 Station - Power Transformers/S16

11

12 Please provide the estimated installed costs per transformer of the following:
13 e 230kV 125 MVA;

115 kV 115 MVA;

230 kV 75 MVA;

115 kV 78 MVA;

115 kv 42 MVA; and
Station Service Transformer.

-
(2]
e 6 o o o

20 Response

22 The following table summarizes Hydro One’s planned expenditures in the test years to
23 purchase spare transformers to support the in-service population listed in S16.

Installed Cost ($M)
230 kV 125 MVA 2.6
115 kV 115 MVA* 2.3
230 kV 75 MVA 2.3
115 kV 78 MVA 2.3
115 kV 42 MVA 13
Station Service Transformer 0.3

25 *Note in Ex. D2/Tab 2/Sch.2/Ref# S16, this item should have read 230-115kV 115 MVA
26

27 These installed costs include the cost of the transformer DDP (delivery and duty paid) to
28 Pickering, Ontario, costs to receive and prepare for long-term storage ready for
29 deployment (oil filling and storage of accessories). The transformers identified in S16
30 and the costs above do not include deployment and installation in a transmission station.
31
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Ontario Energy Board (Board Staff) INTERROGATORY #70 List 1

Interrogatory

Issue 4.2  Are the proposed 2011 and 2012 Sustaining and Development and
Operations capital expenditures appropriate, including consideration of
factors such as system reliability and asset condition?

Ref: Exhibit D2/Tab2/Sch3/Investment Summary Documents/ Sustaining Capital-
Station - Other Power Equipment/S18

Please provide the average estimated installed costs per capacitor bank of the
following:

e High —voltage capacitor; and

e Low-voltage capacitor.

Response

The estimated installed costs for capacitor bank replacements are as follows:

High Voltage Capacitor Bank Replacement $1.4M -2.7TM
Low Voltage Capacitor Bank Replacement $0.5M - 1.1M

In addition to the variation of capacitor bank sizes (voltage and capacitance), there are
significant variations between replacements due to site-specific and asset-specific issues,
such as:

e Condition and usability of the existing cap bank foundations and supporting
structures

Condition and usability of the existing cabling and bus connections

Condition of existing fencing and grounding.

Replacement of disconnect switch, if required

Replacement of grounding switch(es), if required

Replacement of surge arresters, if required

Replacement of instrument transformers, if required

Replacement of reactors, if required



© 00 N o g b~ W N P

RN NN RN RNNNRN R B B B 2B 2R b
~N o OB W N B O © 0O N o oA~ WN P O

28
29
30
31
32

Filed: August 16, 2010
EB-2010-0002

Exhibit |

Tab 1

Schedule 71

Page 1 of 2

Ontario Energy Board (Board Staff) INTERROGATORY #71 List 1

Interrogatory

Issue 4.2  Are the proposed 2011 and 2012 Sustaining and Development and
Operations capital expenditures appropriate, including consideration of
factors such as system reliability and asset condition?

Ref: Exhibit D2/Tab2/Sch3/Investment Summary Documents/ Sustaining Capital-
Station - Ancillary Systems/S19

Please provide the estimated installed costs for the station service transfer schemes
for the following:
e Cherrywood TS, 500 kV yard AC;
Cherrywood TS, 230 kV yard AC;
Hanover TS (AC);
Richview TS (AC);
St. Lawrence TS (AC);
St. Lawrence TS (DC);
Each of 10, 208 kV transfer scheme at a DESN type station.

Response

Estimated installed costs for BES and DESN transfer schemes replacements are identified
below.

Project Estimated Installed Cost,

Gross

Cherrywood TS, 500kV AC transfer scheme $3.7M

Cherrywood TS, 230kV AC transfer scheme $3.7M

Hanover TS, AC transfer scheme $1.8 M

Richview TS, AC transfer scheme $3.7 M

St. Lawrence TS, AC transfer scheme $3.7M

St. Lawrence TS, DC transfer scheme $0.8 M

Each of 10, 208kV ATS at DESNs $07-10M

The most significant variation between the station service projects is the configuration or
complexity of the transfer scheme.
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In addition to the variations due to configuration, there are variations between
installations due to site-specific issues, such as:

Condition and usability of the existing cabling, both power and control
Condition and usability of the existing distribution panels

Usability of the existing concrete pad, foundations, and/or enclosures
Usability of the existing metering and protective relaying

Possible bus reconfigurations

Possible replacement of HV and LV station service fusing

Possible replacement of the station service transformers

Possible P&C Modifications to meet IESO & NPCC requirements
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Ontario Energy Board (Board Staff) INTERROGATORY #72 List 1

Interrogatory

Issue 4.2  Are the proposed 2011 and 2012 Sustaining and Development and
Operations capital expenditures appropriate, including consideration of
factors such as system reliability and asset condition?

© 00 N o O b~ W N P

Ref: Exhibit D2/Tab2/Sch3/Investment Summary Documents/ Sustaining Capital-
Station - P&C — Bruce Special Protection Scheme (BSPS)/S21

(a) Please provide more details as to the additional functionality of the proposed new
BSPS regarding breaker outages, and details in regard to accommodating both the
existing renewable generation and expected future generation.

=
o

e A e
[ I S R NCR SN

(b) Did Hydro One compare the cost of the proposed new BSPS system with similar
and recently installed systems in North America? If it did, please provide the
comparison with appropriate description and explanation. If not, why was no cost
comparison undertaken?

N PR
S © o N o

21 Response

22
23 (a) The Bruce area has enough nuclear generation capacity to produce more than a

24 quarter of Ontario’s record peak power demand and this power has to be transmitted
25 to the load centers that are hundreds of kilometers away. With full production from
26 the Bruce Nuclear Complex and from wind generation in the Bruce Area, and
27 inadequate transmission facilities in service, grid contingencies in the Bruce area and
28 throughout south-western Ontario can cause power system instability, thermal
29 overloads and excessive voltage declines affecting not only the Hydro One bulk
30 electric system, but also the interconnected systems of the neighbouring utilities. It is
31 the BSPS that provides the controls over the grid to prevent the detrimental
32 occurrences noted above. Even after the completion of the new Bruce to Milton
33 circuits, there will be inadequate transmission facilities whenever there is an outage.
34 Forced outages are a regular occurrence throughout the southern Ontario system and
35 many planned outages are required each year to complete maintenance and
36 development programs. The Bruce Special Protection System (BSPS) was integrated
37 to the grid in 1991 to minimize restrictions on production in the Bruce Area during
38 times of inadequate transmission by performing pre-defined control actions promptly
39 following contingencies. With the use of these automated control actions, such as
40 generation and load rejection, generation restrictions and other system restrictions can
41 be reduced or eliminated, while still observing the design and operating criteria of the

42 NERC and NPCC reliability standards.
43
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There are hundreds of contingencies that must always be respected in the Bruce and
South Western Ontario portion of the grid. The specific control actions to be executed
by the BSPS following each contingency is “programmed” into the BSPS
continuously by the operators at the IESO using a feature of the BSPS called the
“Arming Matrix.”. There are hundreds of breakers in the South Western Ontario
portion of the grid and when any of these are out of service, the effect of one or more
of the respected contingencies changes and the arming must be changed accordingly
to match. The current BSPS does not have the capability to allow these changes for
the grid configuration that will exist following the addition of the new Bruce to
Milton circuit. The consequence is that the generation in the Bruce Area, both nuclear
and renewable would have to be curtailed during these outages. There are typically
over 120 planned breaker outages per year in this area and this number will grow as
aging breakers require more frequent maintenance.

(b) The BSPS is one of the largest and most complex Special Protection Systems (SPSs)

in North America. As part of the conceptual design process for the replacement
BSPS, Hydro One conducted an industry survey of similar protection systems that
have been deployed across the world. Hydro One then contacted Pacific Gas and
Electric, Southern California Edison and the Salk River Project to discuss their recent
Special Protection System (SPS) deployments. While the functional requirements that
each of these SPSs satisfy are very unique, they employ a similar centralized
architecture and use the same international standards for data communication and
logic processing. Hydro One has decided to use a similar approach, but instead of
using customized equipment, Hydro One will be tendering for off-the-shelf
equipment that can be easily configured, tested, maintained and upgraded. Since each
SPS is very unique, meaningful cost comparisons are not feasible.

In addition to contacting other utilities, Hydro One has solicited input from various
vendors and reviewed recent CIGRE and IEEE documentation on SPS deployments.
Hydro One is also actively participating in the IEEE Power Systems Relaying
Committee working group that is responsible for developing reports and standards on
SPSs. Hence Hydro One has thoroughly benchmarked the design of the replacement
BSPS against the industry standards.
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Ontario Energy Board (Board Staff) INTERROGATORY #73 List 1

Interrogatory

Issue 4.2  Are the proposed 2011 and 2012 Sustaining and Development and
Operations capital expenditures appropriate, including consideration of
factors such as system reliability and asset condition?

Ref: Exhibit D2/Tab2/Sch3/Investment Summary Documents/ Sustaining Capital-
Station - Station P&C Replacement/S24
Please provide the number of load supply stations whose protection systems as well
as Remote Terminal Units (“RTU”) are reaching end of life and where Hydro One
proposes to use a “standardized packaged design” solution.

Response

Hydro One plans to replace protections and RTUs in a “standardized package design” at
34 load stations over the next 5 years.
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Ontario Energy Board (Board Staff) INTERROGATORY #74 List 1

Interrogatory

Issue 4.2  Are the proposed 2011 and 2012 Sustaining and Development and
Operations capital expenditures appropriate, including consideration of
factors such as system reliability and asset condition?

Ref: (a) Exhibit D2/Tab1/Schl/Investment Summary Documents/ Sustaining
Capital-Station - Station P&C, Telecom and Metering/S25

Ref: (b) Exhibit D2/Tab2/Sch3/Investment Summary Documents/ Sustaining
Capital-Station - Station P&C, Telecom and Metering/S26

(a) For the protection replacements described in Reference (a), please provide a
longer term plan, covering at least 5 years past the 2 test years i.e., 2013-2017
inclusive, setting out the number of protection system replacements, and the
estimated cost of these replacements.

(b) For the RTU replacements described in Reference (b), please provide a longer
term plan (5 years) to replace RTUs reaching “Poor or Very Poor Health Index”.
Please include the number and estimated cost of these replacements.

Response

(a) Protection replacements are expected to increase from the yearly average of 67
systems during the test years at a cost of $10.2 million to 265 systems by 2014 until
2017. Future costs would increase in proportion to the number of systems replaced.

(b) RTU replacements are expected to increase from the yearly average of 14 RTUs
during the test years at a total cost of $5.4 million at an increasing trend, reaching 30
RTUs by 2017. Future costs would increase in proportion to the number of RTUs
replaced.
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Ontario Energy Board (Board Staff) INTERROGATORY #75 List 1

Interrogatory

Issue 4.2  Are the proposed 2011 and 2012 Sustaining and Development and
Operations capital expenditures appropriate, including consideration of
factors such as system reliability and asset condition?

Ref: Exhibit D2/Tab2/Sch3/Investment Summary Documents/ Sustaining Capital-
Lines - Transmission Lines Emergency Restoration/S37

Please provide a breakdown of the expected investment into the two categories:
wood pole lines and steel structure lines.

Response

Emergency restoration investment for future years is based on historical spending
patterns. The last three years was used to forecast spending patterns for 2011/2012.

Tablel shows expected investment for 2011/2012.

Table 1
Expected Investment Tx Emergency Restoration

Investment in $M
Total Wood Steel
2011 6.6 4.9 1.7
2012 6.6 5.0 1.7
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Ontario Energy Board (Board Staff) INTERROGATORY #76 List 1

Interrogatory

Issue 4.2  Are the proposed 2011 and 2012 Sustaining and Development and
Operations capital expenditures appropriate, including consideration of
factors such as system reliability and asset condition?

Ref: Exhibit D2/Tab2/Sch3/Investment Summary Documents/ Sustaining Capital -
Lines - UG Cables Component Refurbishing/ H2JK / K6J Cable Replacement
(Riverside Jct x Strachan TS)/S39

(a) Please provide a single line diagram showing the location of the 5. 6 km cables
designated for replacement.

(b) Please indicate the type of cables which will be used for replacement.

(c) Given that the expected completion date is 2013, did Hydro One include the
investment in rate base for 20127 If so, please provide the rationale for doing so.

Response

(a) The route is outlined in red below:

J——0.75km
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(b) The cables will be Cross-Linked Polyethylene (XLPE) type with a 4000 kcmil copper
conductor and concrete ductbank enclosure.

(c) No, this project has not been included in the rate base. For additional details
concerning in-service additions refer to Exhibit I, Tab 1, Schedule 64.
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Ontario Energy Board (Board Staff) INTERROGATORY #77 List 1

Interrogatory

Issue 4.2  Are the proposed 2011 and 2012 Sustaining and Development and
Operations capital expenditures appropriate, including consideration of
factors such as system reliability and asset condition?

Development Capital

77) Ref: (a) Exhibit D1/Tab3/Sch3/p14-15/Project D1 — Bruce to Milton Double
Circuit Transmission Line & Appendix A/p2/Table 2 — Project D1
Ref: (b) Proceeding EB-2008-0272, Exhibit D1/Tab3/Sch3/p33/Table 2/Project D2-
New 500 KV Bruce to Milton Double Circuit Transmission Line

(a) Please provide a copy of the letter dated January 5, 2010 relating to this project
from Hydro One to the Board.

(b) Please provide a detailed breakdown of the reasons for the cost increase of $75.7
million (from $619.8 million at Reference (b) to the amount of $695.5 million
shown at Reference (a) - see Appendix A/ p2/Table 2). Please include:

e The higher than expected bids received for construction separate from the
amounts attributed to material, broken down by major components such as
steel towers, transformers, breakers, P&C, communication...etc.;

e The effects of the sixteen month approval delay; and

e Any other factors.

Response

a) Please see Attachment 1.

b) Please note that the cost of $619.8 million dollars in reference b) was updated when
the Section 92 Application was filed with the Board. The cost estimate in the Section

92 was $635M. The main reasons for the increase in project cost include:

e A sixteen month delay in the forecast start date for construction due to delayed
approvals. This resulted in increased carrying costs including additional cost for
storage of equipment and construction material.

e An increase of material costs (steel, towers, electrical equipment) at an
unprecedented rate exceeding 20% for most materials. The original estimates had
assumed a 3% annual escalation.

e Higher than expected bids received for the construction and materials contracts.
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Susan Frank
Vice President and Chief Regulatory Officer
Regulatory Affairs

BY COURIER
January 5, 2010

Ms. Kirsten Walli

Secretary

Ontario Energy Board

Suite 2700, 2300 Yonge Street
P.O. Box 2319

Toronto, ON.

M4P 1E4

Dear Ms. Walli:

EB-2007-0050 — Hydro One Networks' Section 92 Bruce - Milton Transmission Reinforcement
Application — EA and NEC Approvals

Further to my letter of August 31, 2009, I am writing to advise the Board of developments related to the
Bruce to Milton Transmission Reinforcement Project (“the project™).

In December, Hydro One received approval under the Environmental Assessment Act for the project.
Earlier in the fall Hydro One also received approval from the Niagara Escarpment Commission (NEC) for
that part of the project that is subject to NEC development control. Although the NEC approval is
presently under appeal, Hydro One expects the appeal process to be completed within the next few
months.

Hydro One has undertaken a comprehensive and effective initiative to voluntarily acquire the necessary
land rights to enable the project. With respect to land that Hydro One has been unable to obtain to date,
we intend to continue negotiations under this program until late February in order to encourage additional
voluntary agreements. After this date Hydro One will file an expropriation authorization application under
section 99 of the OEB Act, 1998 so that rights to the remaining lands may be obtained. The scope of this
application will be dependent upon the status of the NEC appeal process. An additional section 99
application pertaining specifically to required lands within the NEC development control area may be
necessary.

As Project construction is planned to commence shortly, Hydro One anticipates filing its construction
plan pursuant to Condition 2.5 of the Board’s Leave to Construct Approval by mid-January 2010. The
revised project cost estimate is now $695 million and the target in-service date is December, 2012.
Sincerely,

ORIGINAL SIGNED BY SUSAN FRANK

Susan Frank
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Ontario Energy Board (Board Staff) INTERROGATORY #78 List 1

Interrogatory

Issue 4.2  Are the proposed 2011 and 2012 Sustaining and Development and
Operations capital expenditures appropriate, including consideration of
factors such as system reliability and asset condition?

Development Capital

Ref: (a) Exhibit D1/Tab3/Sch3/p17/Project D8— Installation of Shunt Capacitor
Banks at Dryden TS;

Ref: (b) Exhibit D2/Tab2/Sch3/Investment Summary Document/Project D8 -
Installation of Shunt Capacitor Banks at Dryden TS

Project D8 at Reference (b) is justified based on various anticipated developments
such as the retirement of Atikokan GS, and ability to connect up to 50 MW of new
generation. Hydro One indicated that it would commit to project D8, if the Ontario
Power Authority (“OPA”) recommends that project.

Has Hydro One received a confirmation from the OPA as to the necessity for the
project? If not, when is Hydro One expecting the support documents from the OPA
for project D8?

Response

Because of the uncertainties associated with developments in the area west of Thunder
Bay in Northwestern Ontario, such as FIT uptake, the future of Atikokan and demand
changes, the need for this investment has not been determined. OPA is studying the
integrated need now and would be further informed by the outcome of the FIT ECT
process expected in Q2 of 2011.
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Ontario Energy Board (Board Staff) INTERROGATORY #79 List 1

Interrogatory

Issue 4.2  Are the proposed 2011 and 2012 Sustaining and Development and
Operations capital expenditures appropriate, including consideration of
factors such as system reliability and asset condition?

Development Capital

Ref: (a) Exhibit D1/Tab3/Sch3/p19/ Project D10 & Appendix A, p3, Table 3, Project
D10 — Rebuild Burlington TS 115 kV Switchyard

Ref: (b) Proceeding EB-2008-0272, Exhibit D1/Tab3/Sch3/p33/Table 3/Project D19
[Replacement of Switchgear & Main Bus in 115 KV Switchyard at Burlington TS]
and Project D20 [Replacement of Twelve 115 KV Circuit Breakers at Burlington

TS]

In Reference (a), on page 19, Hydro One states, “The primary reason for increase in
cost estimate over the cost submitted in the EB-2008-0272 proceeding is
attributable to scope changes to the project.”

The cost of project D10 at Reference (a) is $ $ 56.4 million and the total cost of the
two projects D19 and D20 at Reference (b) are $ 25.9 million ($11.8 million for
D19 and $ 14.1 million for D20). The cost variance is $30.5 million.

Please provide a detailed breakdown of the cost variance of $30.5 million which is

attributable to scope changes. Please provide the breakdown of the variance by the
major components such as breakers, switches, P&C, communications...etc

Response

Please see the table below for the detailed breakdown of the cost variance.

Variance
Material +$16.5M
e Breakers +$2.3M
e Structures +$3.5M
e Foundations +$1.2M
e Electrical Lines +$3.0M
e P&C, Telecom +$1.3M
e Electrical Hardware +$2.2M
e Civil /Site +$3.0M
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Labour +$13.9M
e Project Mgmt $0.0M
e Engineering +$0.9M
e Construction +$11.2M
e Commissioning +$1.8M
Overhead +$1.7M
Interest +$0.6M
Risk -$2.2M

Total +$30.5M
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Ontario Energy Board (Board Staff) INTERROGATORY #80 List 1

Interrogatory

Issue 4.2  Are the proposed 2011 and 2012 Sustaining and Development and
Operations capital expenditures appropriate, including consideration of
factors such as system reliability and asset condition?

Development Capital

Ref: Exhibit D2/Tab2/Sch3/Investment Summary Document/ Project D15 — Guelph
Area Transmission Reinforcement
Please indicate when the OPA is expected to provide its assessment of the need for this
project.

Response

As noted in the referenced exhibit, this investment requires further approvals by the OEB
in the way of Leave to Construct approval under Section 92. This Leave to Construct
application will either reference or include documents prepared by the Ontario Power
Authority that provide its assessment for the need of the project. Hydro One currently
expects to file the Leave to Construct application in either Q4-2010 or Q1-2011.
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Ontario Energy Board INTERROGATORY #81

Interrogatory

Issue 4.2: Are the proposed 2011 and 2012 Sustaining and Development and Operations
capital expenditures appropriate, including consideration of factors such as system
reliability and asset condition?

© 00 N oo O b~ W N

Question:

Ref: (a) Exhibit D1/Tab3/Sch3/p22-23/Project D 16 & Appendix A/p4/Table4, Project
D16 — Commerce Way TS: Build New TS and Line Connection (Formerly
Woodstock East TS)

Ref. (b) Proceeding EB-2008-0272, Exhibit D1/Tab3/Sch3/p33/Table4/Project D37-
Woodstock East TS: Build New TS & Line Connection
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(@) Please provide the reasons for the cost increase of $ 15.2 million (from a gross
total cost of $30.6 million at Reference (b) to the gross total cost of $45.8 million
shown at Reference (a)). Please provide a breakdown of the variance in cost by
major system element such as transformers, breakers, switches, towers, etc, and
also by material, labour, over heads, etc.

N NN N PR
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(b) Please provide the spread sheet and the results of the economic evaluation (if
preliminary, please indicate so) for this project showing the amounts of capital
contribution by the two distributors.

N NN
o g

27 Response
28

29 () Please see the list below for the cost breakdown of the variance.
30
Variance
Material + $8.0M
e Transformer +$1.5M
e Spill Containment +$0.9M
e Electrical Lines +$2.0M
e Telecom +$3.0M
e Other +$0.6M
Land + $0.8M
Labour +$1.9M
e Project Mgmt +$0.1M
e Engineering +$0.8M
e Construction +$0.6M
e Commissioning $0.4M

Overhead + $1.0M
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Variance
Interest + $1.0M
Risk/Contingency +$2.5M

Subtotal + $15.2M

(b) The requested spread sheets were filed with EB-2009-0079 Exhibit B/ Tab 4/
Schedule 3 Pages 7-14. For convenience, they are attached as Attachment 1.

Note: The capital contribution amounts in the attached economic evaluations differ from
that documented in EB-2010-0002. At the time of filing, there was a misinterpretation of
the Table provided in EB-2009-0079 Exhibit B/Tab4/Schedule3/Page 3 with respect to
the “Customers Cost Responsibility” and the “Capital Contribution” amount.
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Date
Project #

24-Mar-08
12971 |
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SUMMARY OF CONTRIBUTION CALCULATIONS

Flanner's estimate

Table 1a-— DCF Analysis, Hydro One, Line Connection Pool, page 1
hydrg

<

Facility Name: Commerce Waoy TS

Scope:

Hydro One Metworks - Line Pool

In-Service

one

Month
“rear

Rewvenue & Expense Forecast
Load Forecast (hd
Tarift Applied (/kvWitionth)
Gross Revenue - $M
OREA Costs (Removals & On-going Incremental] - Shd
Ontario Capital Tex and Municipal Tax - Sk
Net Revenue/{Costs) before taxes - $M
Income Taxes fincl. LCT)
Operating Cash Flow (after taxes) - $M
Curnulative PA &
.60%%
PV Operating Cash Flow (after taxes) - $M )

Capital Expenditures - $M
Upfrant - capital cost before overheads & AFUDC
- Overheads
- AFUDC
Total upiront capital expenditures
On-going capital expenditures
P On-going ceapital expenditures
Total capital expenditures - $M
PV Proceeds on disposal of assets - $M
PV CCA Residual Tax Shield - $M
PV Working Capital - $M
PV Capital (after taxes) - $M B

Curmulative PV Cash Flow (after taxes) - $M  (A) + (B)

Date
Dec-31
2011

Frojectyear ended - annualized from In-Service Date
Dec-31 Dec-31 Dec-31 Dec-31

El 2 3 Fl 5

E
E
E
E
E

oz 02 oy O

Dec-31 Dec-31 Dec-31 Dec-31 Dec-31

E
E
E
E
E
E

oon 01

E
R
R
E

3

E

o
o

k

Discounted Cash Flow Summary
(Based on Economic Study Hotizon - Years):

Discount Tariff -

Before
Contribution
$hA

P Incremental Fievenue

P Incremental O&.A Costs

P Ontario Capital Tex and Municipal Tax
P Income Taxes and LCT

P CCA Tex Shield

P Capital - Upfront

Add: PV Capital Contribution

P Capital - On-going

P Proceeds on disposal of assets
P wworking Capital

P Surplus / (Shortfall)

22

Profitability Index* 4.2

*P% of total cash flow. excluding net capital expenditure & on-going capital & proceeds on disposal / PV of net capital expenditure & on-going capital & proceeds on disposal

25
560%
Adter Impact of

B $hA

1.1 MNAA

4.2

Contribution Required (before GST) - $M

Start Date: 1-Jan-10

In-Service Date: 31-Dec-11

Payback Year: 2018

No. of years required for payback: 7

GST &5% - $M
Contribution Required {incl. GST)™ - $M
* Payment from customer must include GST.
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Table 1a — DCF Analysis, Hydro One, Line Connection Pool, page 2

Date: 24-Mar-09 SUMMARY OF CONTRIBUTION CALCULATIONS ' "/

Project # 12971 Flanner's estimata hYd ro

Facility Name: Commearce Way TS

Scope: Hydro One Metworks - Line Pool

Month Dec-31 Dec31 Dec3l  Decidl  Dec3l  Dec31  Dec3l  Decil  Dec3l Dec3l  Decidl  Dec3l  Dec3l
Year 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036
13 14 15 16 17 18 19 20 21 22 23 24 25

Revenue & Expense Forecast

Load Forecast (M) 225 236 246 257 26.8 274 29.0 30z 326 33 336 341 346

Tariff Applied (8 /Month) 070 070 070 070 070 Q70 070 070 070 070 070 070 070
Gross Revenue - $M 0.z 0.z 0.z 0.z 0.z 0.z 0.z 0.3 0.3 0.3 0.3 0.3 0.3

OME&A Costs (Removals & On-gaoing Incremental) - $hd (0.0) (0.0) (0.0) (0.0) (0.0) (0.0) (0.0) (0.0) (0.0) (0.0) (0.0) (0.0) (0.0)

Orntario Capital Tex and Municipal Tax - $ n.m n.m n.m n.m n.m n.m n.m n.m n.m n.m n.m n.m (0.
Net Revenuef(Costs) before taxes - $M 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.2 0.3 0.3 0.3 0.3 0.3

Incorne Taxes (incl. LCT) oy oy oy oy oy (TN (TN (TN (TN (TN (TN (TN oy
Operating Cash Flow (after taxes) - $M o1 o1 o1 o1 o1 02 02 0.2 0.2 0.2 0.2 0.2 0.2
PY¥ Operating Cash Flow (after taxes) - $M (A) (IN (IN (IN (IN (IN (IN (IN (IN (IN (IN (IN (IN (IN
Capital Expenditures - $M

Upfrant - capital cost before overheads & AFUDC

- Overheads
-AFUDC

Total upfront capital expenditures

Or-going capital expenditures 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

FY On-going capital expenditures

Total capital expenditures - $M
PY¥ Proceeds on disposal of assets - $M
PY CCA Residual Tax Shield - $M
PV Working Capital - $M
PV Capital (after taxes) - $M B)
Cumulative PY Cash Flow (after taxes) - $M (A) + (B) 04 05 06 06 07 07 08 03 03 10 10 1 1
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Table 1b — DCF Analysis, Woodstock Hydro, Line Connection Pool, page 1

Date: SUMMARY OF CONTRIBUTION CALCULATIONS L,f
Project # Flanner's estimate hyd ro
Facility Name Commerce Way TS
Scope WWioodstock Hydro - Line Paol
In-Serdice
Date < Projectyear ended - annualized from In-Service Date >
tdonth Dec-31 Dec-31 Dec-31 Dec-31 Dec-31 Dec-31 Dec-31 Dec-31 Dec-31 Dec-31 Dec-31 Dec-31 Dec-31
“ear 2011 2mz 2013 A E: 2015 2016 207 20§18 2019 2020 2021 2022 2023
1 2 3 5 ] 7 8 9 10 11 12
Revenue & Expense Forecast
Load Forecast (M) 25.8 z28.2 30.6 327 341 355 36.9 e R4 39.6 41.0 dz.2 435
Tariff Applied ($/KWWMonth) 070 070 070 070 070 070 oz0 oz0 oz0 oz0 oz0 oz0
Gross Revenue - $M 0.z 0.z 0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.4 0.4
OMEA Costs (Removals & On-going Incrermental) - $h4 0. (0.07 (0.01 (0.01 (0.00 (0.00 (0.00 (0.00 (0.00 (0.00 (0.00 (0.00 (0.0)]
Ontario Capital Tax and hMunicipal Tes - §hd on oo 00y 00y oo oo oo om om am am am am
Net Revenue/(Costs) before taxes - $M 0. 0.z 0.2 0.2 0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.3 0.4
Income Taxes (incl. LCT) on o1 Jirhk) Jirhk) nn nn nn an a1 a1 a1 a1 oy
Operating Cash Flow (after taxes) - $M a0 a1 [8=3 [8=3 0z 0z 0z 0z 0z 0z 0z 0z 0z
Curmulative PV &
5.60%
PV Operating Cash Flow (after taxes) - $M oo 01 o1 oz oz oz o1 o1 o1 o1 o1 o1 o1
Capital Expenditures - $M
Upfront - capital cost before owverheads & AFLIDC (0.3
- Owerheads (0.0
-AFUDC (0.0
Total upfront capital expenditures (0.4)
On-going capital expenditures 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
P On-going capital expenditures 0.0
Total capital expenditures - $M {0.4)
P% Proceeds on disposal of assets - $M oo
PY CCA Residual Tax Shield - $M 0.0
P¥ Working Capital - $M nm
PV Capital (after taxes) - $M [ s ] (0.3)
Cumulative PV Cash Flow (after taxes) - $M  {A) + (B) 03 02 o1 01 o2 04 s oz os 1o hI 1 12 14
Discounted Cash Flow Summary
{Based on Economic Study Horizon -“ears): 25
Discount Tariff - %4 5 60%
Start Date: 1-Jan-10
Betfore After Impact of
Contribution Contribution Contribution
$hd In-Service Date: 21-Dec-11
F% Incremental Revenue 4.8 4.8
P Incremental OMEA Costs 0.1y 0.1y
P Ontario Capital Tax and Municipal Tex £0.00 (0.0} Payback Year: 2014
P Incorme Taxes and LCT .51 .5}
P CCA Teax Shield 0.1 0.1
P Capital - Upfront (0. No. of years required for payback: 2
Add: PV Capital Contribution 0.4y 0.0 0.4y
P Capital - On-going oo 0.0
Pv Froceeds on disposal of assets 0.0 0.0
P Working Capital 0.0y 0.0y
P Surplus / (Shartfall) ? 78 N7A
Profitability Index* 9.0 9.0

“P of total cash flow, excluding net capital expenditure & on-geing capital & proceeds on dispesal / Y of net capital expenditure & on-going capital & proceeds on disposal

Contribution Required (before GST) - $M

GS5T E5% - $M

Contribution Reguired {incl. GST)* - $M

Faladind
coo

# Paprnent from customer must include GST.
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Table 1b — DCF Analysis, Woodstock Hydro, Line Connection Pool, page 2

Date: 24-Mar-09 SUMMARY OF CONTRIBUTION CALCULATIONS ' ,/

Project # 12971 Flanner's estimata hYd ro

Facility Name: Commearce Way TS

Scope: Woodstock Hydro - Line Pool

Month Dec-31 Dec31 Dec3l  Decidl  Dec3l  Dec31  Dec3l  Decil  Dec3l Dec3l  Decidl  Dec3l  Dec3l
Year 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036
13 14 15 16 17 18 19 20 21 22 23 24 25

Revenue & Expense Forecast

Load Forecast (M) 44.7 454 471 48.3 49.6 508 52.0 B3z 4.4 G4.6 G4.8 G5.0 G52

Tariff Applied (8 /Month) 070 070 070 070 07 Q70 070 070 070 070 070 070 070
Gross Revenue - $M 0.4 0.4 0.4 0.4 0.4 0.4 0.4 0.4 05 05 05 05 05

OME&A Costs (Removals & On-gaoing Incremental) - $hd (0.0) (0.0) (0.0) (0.0) (0.0) (0.0) (0.0) (0.0) (0.0) (0.0) (0.0) (0.0) (0.0)

Orntario Capital Tex and Municipal Tax - $ n.m n.m n.m n.m n.m n.m n.m n.m n.m n.m n.m n.m (0.
Net Revenuef(Costs) before taxes - $M 0.4 0.4 0.4 0.4 0.4 0.4 0.4 0.4 05 05 05 05 05

Incorne Taxes (incl. LCT) (TN (TN (TN (TN (TN (TN (TN (TN o2 o2 o2 o2 0.2
Operating Cash Flow (after taxes) - $M 03 03 03 03 03 03 03 03 04 04 04 04 04
PY¥ Operating Cash Flow (after taxes) - $M (A) (IN (IN (IN (IN (IN (IN (IN (IN (IN (IN (IN (IN (IN
Capital Expenditures - $M

Upfrant - capital cost before overheads & AFUDC

- Overheads
-AFUDC

Total upfront capital expenditures

Or-going capital expenditures 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

FY On-going capital expenditures

Total capital expenditures - $M
PY¥ Proceeds on disposal of assets - $M
PY CCA Residual Tax Shield - $M
PV Working Capital - $M
PV Capital (after taxes) - $M B)
Cumulative PY Cash Flow (after taxes) - $M (A) + (B) 15 16 17 13 20 21 22 23 24 25 26 27 28
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Table 2a — DCF Analysis, Hydro One, Transformation Connection Pool, page

Date: 24-Mar-09 SUMMARY OF CONTRIBUTION CALCULATIONS ‘ o
Project # 12971 Flanner's estimate hyd ro

one
Facility Name:

Commerce Way TS

Scope Hydro One Metworks - Transformation Pool
In-Service
Date < Project year ended - annualized fram In-Service Date >
Month Dec-31 Dec-31 Dec-31 Dec-31 Dec31 Dec-31 Dec31 Dec-31 Dec-31 Dec-31 Dec-31 Dec-31 Dec-31
ear 2011 20§12 2013 2014 2015 2016 2017 20318 2019 2020 2021 2022 2023
1 2 3 4 5 6 7 ] E] 10 11 1z
Revenue & Expense Forecast
Load Forecast (b 66 a4 113 126 136 147 168 16 16.0 19 204 214
Tartitf Applied ($w/Maonth) 1.62 162 162 1.62 162 1.62 1.62 1.62 162 1.62 1.62 1.62
Gross Revenue - $M oz oz oz oz 03 03 0.3 03 04 0.4 04 04
QA Casts (Removals & On-going Incremental) - $h4 0.0 (0.0 (0.0 (0.0y (0.0 (0.0) (0.0 (0.0 0.0 (0.0 .o (0.0 0.m
Ontario Capital Tax and kMunicipal Tax- §hd oo JuRNY JuRNY oan JuRNY oan JuRNY JiRRY JuRig 01 nn JuRkNy mn
Net Revenue/(Costs) before taxes - $M 0.0 0.0 o1 01 o1 01 0.z 0.z 0.z 0.z 0.2 0.3 0.3
Income Taxes {incl. LCT) on o1 Jikc) oz oz oz oz o1 o1 o1 o1 oo oo
Operating Cash Flow (after taxes) - $M oo oz 0a oa 0a oa 0a na 0a 0a 0a 0a 03
Curnulative PV @&
5.60%%
PV Operating Cash Flow (after taxes) - $M 23] oo oz os 03 os oz T3 oz iR} oz oz oz oz
Capital Expenditures - $M
Upfront - capital cost before overheads & AFUDC (0.4
- Cryerheads (1.1
- AFUDC me
Total upfront capital expenditures (11.9)

On-going capital expenditures 0o 0o 0.0 0o 0.0 0o i
P On-going capital expenditures

o
o
o
o
o
o
o
o
o
o
o

0.0
Total capital expenditures - $M (11.9)
PV Proceeds on disposal of assets - $M (1]
PV CCA Residual Tax Shield - $M (L]
PY Working Capital - $M 0.0}
PV Capital (after taxes) - $M (B) s ] JaR:1]
Cumulative PV Cash Flow {after taxes) - $M (&) + (B) s 11.8) Jakiiva) aLa nLn JaliN:) [10.6) aoa 101y K1) fi:lra} 9.6) [N 9.2y
Discounted Cash Flow Summary
(Based on Economic Study Horizon - Years) 25
Discount Tariff - %5 5.60%%
Start Date: 1-May-09
Before After Impact of
Contribution i i i i
BhA Bht EhA In-Service Date: 31-Dec-11
P Incremental Revenue 51 61
P Incremental Ok &4 Costs (0.7) (0.7
P+ Ontario Capital Tax and kMunicipal Tax .2 (033 o4 Payback Year: 2036
P Income Taxes and LCT (1.1} (1.4) (0.3
P CCA Tax Shield 2.z 06 (1.6}
P Capital - Upfront 11.93 (1.9 MNo. of years required for payback: 25
Add: PV Capital Contribution 0.0 1.9 8.5 (3.4 a5
P Capital - On-going 0.0 oo
P Proceeds on disposal of assets 0.0 0.0
P Warking Capital (0.0} (0,03
P Surplus / (Shorfall) (7.5) 0.0 75
Profitability Index* 0.4 1.0
P o tatal cash fow, sxcluding et capital expenditure & or-going capital & procesds on disposal / P of net capital expenditure & on-going capitsl & proceeds on disposal
Contribution Required (before GS 1) - $M B85
GST @5% - $M 0.4
Contribution Required (incl. GST)™ - $M 8.9
* Payment from customer must include GST.
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Table 2a — DCF Analysis, Hydro One, Transformation Connection Pool, page 2
Date: 24-Mar-09 SUMMARY OF CONTRIBUTION CALCULATIONS ' ,,
Project # 12971 Flanner's estimata hYd ro
one
Facility Name: Commearce Way TS
Scope: Hydro One Networks - Transformation Pool
Month Dec-31 Dec31 Dec3l  Decidl  Dec3l  Dec31  Dec3l  Decil  Dec3l Dec3l  Decidl  Dec3l  Dec3l
Year 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036
13 14 15 16 17 18 19 20 21 22 23 24 25
Revenue & Expense Forecast
Load Forecast (M) 225 236 246 257 26.8 274 29.0 30z 326 33 336 341 346
Taritt Applied (4/kWiMonth) 162 182 1Bz 162 182 182 162 18 162 182 182 182 1R
Gross Revenue - $M 0.4 05 05 05 05 05 0.6 0.6 0.6 0.6 0.7 0.7 0.7
OME&A Costs (Removals & On-gaoing Incremental) - $hd (0.0) (0.0) (0.0) .1 .1 .1 .1 .1 .1 .1 .1 .1 .1
Orntario Capital Tex and Municipal Tax - $ o1 o1 o1 o1 o1 o1 o1 o1 o1 o1 o1 o1 [0y
Net Revenuef(Costs) before taxes - $M 0.3 0.3 0.4 0.4 0.4 0.4 0.4 0.4 05 05 05 05 05
Incorne Taxes (incl. LCT) 00 om om om om (TN oy oy oy oy oy oy oy
Operating Cash Flow (after taxes) - $M 03 03 03 03 03 03 04 04 04 04 04 04 04
PV Operating Cash Flow (after taxes) - $M (A) 02 02 02 [IN§ [IN§ [IN§ [IN§ [IN§ 01 01 01 01 01
Capital Expenditures - $M
Upfrant - capital cost before overheads & AFUDC
- Overheads
-AFUDC
Total upfront capital expenditures
Or-going capital expenditures 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

FY On-going capital expenditures
Total capital expenditures - $M

PY¥ Proceeds on disposal of assets - $M

PY CCA Residual Tax Shield - $M

PV Working Capital - $M

PV Capital (after taxes) - $M B)

Cumulative PY Cash Flow (after taxes) - $M (A) + (B)

an @89 @B (@6 2 [@B5 B3 (G2 @GN 9 (28 24 (L6 (25
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Table 2b - DCF AnaIyS|s Woodstock Hydro, Transformation Connection Pool, page 1

Date 24-Mar-09 SUMMARY OF CONTRIBUTION CALCULATIONS ,/
Project # 12971 | Planner's estimate hyd rob
] one
Facility Name Commerce Way TS
Scope: “WWoodstock Hydro - Transformation Pool
In-Service
Date < Praject vear ended - snnualized from In-Service Date >
Manth Dec-31 Dec-31 Dec-31 Dec-31 Dec-31 Dec-31  Dec-31  Dec31 Dec3l Dec31 Dec3 Dec3l Dec3l
ear 2011 2012 203 2014 z018 2016 2mz 208 2019 2020 2021 2022 2023
i 2 3 4 5 6 7 & E] 10 11 12
Revenue & Expense Forecast
Load Forecast (W) 25.8 z8.2 30.6 32.7 341 355 36.9 38.2 39.6 41.0 qz.2 43.5
Tariff Applied (/KW Month) 162 182 182 182 182 182 182 182 182 182 182 182
Gross Revenue - $M 0.5 05 i 0.6 0.7 0.7 0.7 0.7 0.8 0.8 0.8 0.8
OM&4A Costs (Remowvals & On-going Incremental] - $h 0.0 (0. (0.0) (0.0) 0.0y 0.0y 0.0y (0.0} (0.0) (0.0) (0.0) (0.0) (0o
Ontario Capital Tax and Municipal Tax- $h nn o1y JONTY JORTY o1 o1 o1 o1 JORA
Net Revenue/(Costs) before taxes - $M 0.0 0.4 0.4 05 05 0.5 0.8 0.8 0.8 0.8 0.7 0.7 0.7
Income Taxes (incl. LCT) nn on nz o1 o1 o1 oo ik oo oo 01y 01y o1
Operating Cash Flow (after taxes) - $M [ili} 04 0E 0E ik L& 0B LB LB 0B LE & &
Curnulative PY @
5.60%
P¥ Operating Cash Flow (after taxes) - $M ) oan 04 LR o5 05 05 L} o4 JLE | JLE | JLE | o3 o3
Capital Expenditures - $M
Upfrant - capital cost before overheads & AFUDC (10.4)
- Ovetheads 1.1
- AFUDG (05
Total uptront capital expenditures (11.9)
On-going capital expenditures 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
P On-going capital expenditures 0.0
Total capital expenditures - $M 11.9)
P¥ Proceeds on disposal of assets - $M 0.0
PV CCA Residual Tax Shield - $M 0.1
PY Working Capital - $M 0.0y
PY Capital (after taxes) - $M B) [ ois ] faBN:i}
Cumulative PV Cash Flow (after taxes) - $M  (A) + (B) [T @Ee ] 11.8) 115 (10.9) [10.4) (10.m A5 [N Je:3ra ) (8.3) (Z.9) (2.5} (2.2} (6.9)
Discounted Cash Flow Summary
(Based on Economic Study Horizon - vears) 25
Discount Tariff - 5.60%
Start Date: 1-May-09
Before After Impact of
Contribution ibuti ihuti
GhA Bl $hd In-Service Date: 31-Dec11
P Incremental Fievenue 11.0 11.0
PA Incremental Ob&.A Costs 0.7) (0.7)
Pr Ontario Capital Tax and kMunicipal Tax 1.2) (0.8) 0.4 Payback Year: 2036
PA Income Taxes and LCT (3.0) (31) 0.1
Pr CCA Tax Shisld 22 15 (0.8)
Pr Capital - Uptrant (11.9) (11.9) No. of years required for payback: 25
Add: P Capital Contribution 0.0 (11.9) 4.1 7.9 4.1
P Capital - On-going 0.0 0.0
PV Proceeds on disposal of assets 0.0 0.0
P Wwyorking Capital (0.0) (0.0)
P Surplus / (Shartfall) (3.6) 0.0 3.6
Profitability Inclex* 0.7 1.0
“P\ of total cash flow, excluding net capital expenditure & on-going capital & proceeds on disposal # PV of net capital expenditure & on-going capital & proceeds on disposal
Contribution Required (before GST) - $M

GST E5% - $M
Contribution Required {incl. GST)* - $M
* Payrment fram customer must includes GST

aoa
[FESE
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Table 2b — DCF Analysis, Woodstock Hydro, Transformation Connection Pool, page 2
Date: 24-Mar-09 SUMMARY OF CONTRIBUTION CALCULATIONS ' ,,
Project # 12971 Flanner's estimata hYd ro
one
Facility Name: Commearce Way TS
Scope: YWoodstock Hydro - Transformation Pool
Month Dec-31 Dec31 Dec3l  Decidl  Dec3l  Dec31  Dec3l  Decil  Dec3l Dec3l  Decidl  Dec3l  Dec3l
Year 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036
13 14 15 16 17 18 19 20 21 22 23 24 25
Revenue & Expense Forecast
Load Forecast (M) 44.7 454 471 48.3 49.6 508 52.0 B3z 4.4 G4.6 G4.8 G5.0 G52
Taritt Applied (4/kWiMonth) 162 182 1B 162 182 182 162 18 162 182 182 182 1R
Gross Revenue - $M 04 04 04 04 1.0 1.0 1.0 1.0 1.3 1.3 1.3 1.3 1.3
OME&A Costs (Removals & On-gaoing Incremental) - $hd (0.0) (0.0) (0.0) .1 .1 .1 .1 .1 .1 .1 .1 .1 .1
Orntario Capital Tex and Municipal Tax - $ o1 o1 o1 o1 o1 o1 o1 o1 o1 o1 o1 o1 [0y
Net Revenuef(Costs) before taxes - $M 0.7 0.8 0.8 0.8 0.8 0.8 0.9 0.9 1.1 1.1 1.1 1.1 1.1
Incorne Taxes (incl. LCT) (TN (TN (Al (Al (Al (Al o2 o2 3 3 3 3 (03
Operating Cash Flow (after taxes) - $M 0E 0E 0E 0E 0E 0E 0z 0z 08 08 08 08 08
PV Operating Cash Flow (after taxes) - $M (A) 03 03 03 03 03 02 02 02 0.3 0.2 0.2 0.2 0.2
Capital Expenditures - $M
Upfrant - capital cost before overheads & AFUDC
- Overheads
-AFUDC
Total upfront capital expenditures
Or-going capital expenditures 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0

FY On-going capital expenditures
Total capital expenditures - $M

PY¥ Proceeds on disposal of assets - $M

PY CCA Residual Tax Shield - $M
PV Working Capital - $M
PV Capital (after taxes) - $M

Cumulative PY Cash Flow (after taxes) - $M (A) + (B)

)]

66 (B3 B0 G4 [(H (B2 G0 (A4 0 @A 0 [ (A 48 0 (36
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Ontario Energy Board (Board Staff) INTERROGATORY #82 List 1

Interrogatory

Issue 4.2  Are the proposed 2011 and 2012 Sustaining and Development and
Operations capital expenditures appropriate, including consideration of
factors such as system reliability and asset condition?

Development Capital

Ref:(a) Exhibit D1/Tab3/Sch3/Appendix A/p4/Table 4/Projects:
D18 — South Halton Tremaine TS :Build New TS [Category 2, In-service 2011,
Sec 92 Not Required];
D25 — North Bay TS: Upgrade to a 115-44kV TS
[Category 2, In-service 2012, sec 92 Not Required]
D26 — Barwick TS: Build New TS
[Category 2, In-service 2012, sec 92 Not Required]
Ref:(b) Exhibit D2/Tab2/Sch3/Invest.Summary/Ref.#D18, #D25, #D26

Hydro One is seeking approval in this hearing for the three “Load Customer
Connection” projects whose in-service dates are within the two test years
2011/2012.

Please provide for each project a copy of the spread sheet depicting the economic
evaluation, showing all assumptions including the discount rate, etc, pursuant to the
requirements of the TSC section 6.3. Where for any project, more than a single
customer is contributing capital, please provide the details of the study for each
customer;

Response

Project D18 — South Halton Tremaine TS

Hydro One is in the process of seeking consent from the affected customers to release the
requested information and will provide the requested evaluations once customer consent
is obtained following the Board’s confidentiality filing guidelines.

Project D25 — North Bay TS

The need for this project was based on the end-of-life replacement of an existing facility
as noted in Exhibit D2, Tab 2, Schedule 3; hence no capital contribution is necessary
based on the Transmission System Code Section 6.7.2 and therefore no economic
evaluation was completed.
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Project D26 — Barwick TS

The need for this project was based on the end-of-life replacement of an existing facility
as noted in Exhibit D2, Tab 2, Schedule 3; hence no capital contribution is necessary
based on the Transmission System Code Section 6.7.2 and therefore no economic
evaluation was completed.
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Ontario Energy Board INTERROGATORY #83

Interrogatory

Issue 4.2: Are the proposed 2011 and 2012 Sustaining and Development and Operations
capital expenditures appropriate, including consideration of factors such as system
reliability and asset condition?

Question:

Ref:(a) Exhibit D1/Tab3/Sch3/Appendix A/p4/Table 4/Projects:
D19 - Ancaster TS: Build new TS and Line Connection [Category 3, In-service
2013, Sec 92 TBD]
D20 — East Ottawa TS: Build New TS [Category 3, In-service 2013, Sec 92 Not

Required]
Ref:(b) Exhibit D2/Tab2/Sch3/Invest.Summary/Ref #D19, #D20

Hydro One is “seeking guidance” in this hearing for the two “Load Customer
Connection” projects whose in-service dates are beyond the two test years
2011/2012.

Please provide for each project a copy of the spread sheet depicting the economic
evaluation (and if this is a preliminary evaluation, please indicate that), showing all
assumptions including the discount rate, etc., pursuant to the requirements of the
TSC section 6.3. Where for any project, more than a single customer is contributing
capital, please provide the details of the study for each customer.

Response

Copies of the economic evaluations are attached for both Ancaster TS and East Ottawa
TS. The capital contributions have been revised based on the latest load forecast
projections from the customer, Hydro One Distribution. For Ancaster TS the capital
contribution has increased from $8.2M to $20.6M and for East Ottawa it has decreased
from $30.2M to $23.2M.

Please note that the capital contribution amounts are considered preliminary as the load
forecast and the project costs are both subject to change. The costs will be finalized when
the Capital Cost Recovery Agreement is signed and when the project is placed in-service.

Hydro One has received customer consent to provide the requested economic evaluations
for these projects which are at a preliminary planning stage and scheduled for in-service
beyond the test years. This information is filed in confidence with the Board and will be
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made available to Intervenors that sign a Declaration and Undertaking form in
accordance with the Board’s Proactive Direction on Confidential Filings.
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Ontario Energy Board INTERROGATORY #84

Interrogatory

Issue 4.2: Are the proposed 2011 and 2012 Sustaining and Development and Operations
capital expenditures appropriate, including consideration of factors such as system
reliability and asset condition?

Question:

Ref: (a) Exhibit D1/Tab3/Sch3/Appendix A/p4/Table4, Project D23 — Enfield TS:
Build 23-/44 kV DESN and Line Connection (formerly Oshawa Area TS)

Ref: (b) Proceeding EB-2008-0272, Exhibit D1/Tab3/Sch3/p35/ Table4/Project D33
Enfield TS: Add Transformation Capacity

Hydro One is seeking guidance in this hearing for the Construction of the Enfield
TS. The Total Gross Cost at Reference (a) is $28.7 million with capital
contribution of $8.0 million, while at Reference (b), the total gross cost of the same
project is $25.6 million with capital contribution of $13.6 million.

(a) Please provide the reasons for the cost increase of $ 3.1 million by providing a
breakdown of the variance into major system element such as transformers,
breakers, switches, towers, etc, and also broken down by material, labour, over
heads, etc.

(b) Please provide the reasons for the decrease in capital contribution of $5.6 million
(a decrease from $13.6 to $8.0 million). How is a decrease in capital contribution
justified, given the increase in total project costs?

(c) Please provide a copy of the spread sheet depicting the economic evaluation (and

if this is a preliminary evaluation, please indicate that), showing all assumptions
including the discount rate, etc.

Response

(a) Please see the below table for the cost breakdown.

Variance
Material + $0.4M
o Transformer -$0.4M
o Structural Steel +$0.4M
« Foundations +$0.2M
e Lines +$0.2M
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Variance
Labour + $1.8M
e Project Mgmt +$0.2M
e Engineering + $0.5M
e Construction +3$1.1M
e Commissioning +$0.0M
Overhead - $0.0M
Interest + $0.6M
Risk + $0.3M
TOTAL + $3.1M

(b) The peak station load in Reference (b) was limited to 106MW corresponding to
the capability of a 50/83MVA station. This resulted in a capital contribution
requirement of $13.6M. The capital contribution in Reference (a) is based on
updated forecast information with the station loaded up to 170MW corresponding

© 0 N oo 0o~ W N

11
12
13
14
15
16
17

to the capability of a 75/125MVA station.

(c) Hydro One is in the process of seeking consent from the affected customers to
release the requested information. Once customer consent is obtained, Hydro One
will provide the requested evaluations following the Board’s guidelines for

confidential filing.
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Ontario Energy Board (Board Staff) INTERROGATORY #85 List 1

Interrogatory

Issue 4.2  Are the proposed 2011 and 2012 Sustaining and Development and
Operations capital expenditures appropriate, including consideration of
factors such as system reliability and asset condition?

Development Capital

Ref: (a) Exhibit D1/Tab3/Sch3/Appendix A/p4/Table4, Project D27 — Duart TS:Build
New TS and Line Connection(Formerly Rodney TS)

Ref: (b) Proceeding EB-2008-0272, Exhibit D1/Tab3/Sch3/p35/ Table4/Project D36
Rodney TS: Build new TS & Line Connection

(a) Please provide the reasons for the cost increase of $ 7.8 million (from gross total
cost of $18.9 million to a gross total cost of $ 26.7 million). Please provide a
breakdown of the variance in cost by major system element such as transformers,
breakers, switches, towers, etc., and also broken down by material, labour, over
heads, etc.

(b) Please provide a copy of the spread sheet depicting the economic evaluation (and

if this is a preliminary evaluation, please indicate that), showing all assumptions
including the discount rate, etc.

Response

(a) Please see the cost breakdown.

Variance

Material + $5.0M
e Transformer +$3.0M

e Structural Steel +3$0.4M

e Foundations +3$0.5M

e  Spill Containment +$1.0M

e Lines +$0.1M
Labour +$0.7M

e Project Mgmt -$0.8M

e Engineering +$0.1M

e Construction +$1.1M

e  Commissioning +$0.3M
Overhead + $0.6M
Interest + $0.8M
Risk Allowance +$0.7M

TOTAL +$7.8M
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(b) The need for this project was based on the end-of-life replacement of an existing
facility as noted in Exhibit D2, Tab 2, Schedule 3; hence no capital contribution is
necessary based on the Transmission System Code Section 6.7.2 and therefore no
economic evaluation was completed.
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Ontario Energy Board (Board Staff) INTERROGATORY #86 List 1

Interrogatory

Issue 4.2  Are the proposed 2011 and 2012 Sustaining and Development and
Operations capital expenditures appropriate, including consideration of
factors such as system reliability and asset condition?

Operations Capital

86) Ref: (a) Exhibit D1/Tab3/Sch4/ p9-10/Table 3 & Section 3.3 — O1 Network
Operations Building
Ref: (b) Exhibit D2/Tab2/Sch3/Investment Summary Document/ Project O1-
Network Operating Building Expansion/Summary:

The evidence in Reference (a), at page 9, lines 8-11 states in part that:
“the investment deals with both the primary control facility, the Ontario Grid
Control Centre located in the Barrie area, and the back up control facility located
in the Toronto area.”

The evidence in Reference (b), last paragraph under “Summary” states in part that:
“a review of options for the back-up Control Centre (BUCC) is in progress....”

At Ref: (b), paragraph 2 under “Summary”, it is stated in part that:

“As an alternative to expanding the OGCC building, consideration was given to
moving staff to nearby “overflow” locations or decentralizing some departments.
Analysis of options revalidated the one-centre strategy that lead to creation of the
oGcCce.”

(a) Please provide a breakdown of the estimated costs, for each of the two years,
2011 and 2012, between the additions to the OGCC in Barrie and the proposed
BUCC in Toronto;

(b) Please provide the analysis of the options, along with all assumptions that led to
the noted conclusion.

(c) Please provide implications of delaying implementation of the proposed O1
project for 2 full years such that investment would commence in 2013 instead of
2011.
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Response

a)

Estimated Costs 2011(3M) 2012 ($M)
OGCC 1 1
BUCC 11.1 10

b) Over the next three years, a final Barrie space solution will be developed with the

intent to have it implemented by the end of an interim lease. This solution will
consider the longer term staffing and space requirements of the affected Lines of
Business and will evaluate all options including a new build, leasing and purchase. At
present the space issues at the OGCC are being addressed as part of a coordinated
space/facilities plan which covers all Hydro One staff and functions currently
working out of the Barrie area. This plan presents a consolidated approach that
addresses the business needs of each Line of Business which has staff and facilities
located in the Barrie area. Based on this study and review the recommendation was
made to obtain a lease facility for a minimum of 3 years (with options for an
additional 2 years,) which will house OGCC staff overflow and meet the staff and
space requirements for other Lines of Business working out of the Barrie area. The
lease facilities will be ready for occupancy in the fourth quarter of 2010.

Over the next three years the OGCC in Barrie requires mechanical plant expansions
to support the HVAC system currently at capacity due in part to the buildings
maximized occupancy. The estimated cost is $1M in each of 2011 and 2012.

The review of the options for the Backup Control Centre (BUCC) has confirmed that
a significant investment in the BUCC is required. The current BUCC is located at the
Richview facility; this facility is forty years old and was never designed to
accommodate the facilities and critical infrastructures associated with today’s real-
time operating systems. As a result, the Richview facility is currently at capacity from
both a space and infrastructure requirements perspective. Many of the existing sub-
systems are at end-of-life, at full capacity, and cannot accommodate any new
operating systems. Operating systems that are currently being considered to meet
specific distributed generation, smart grid and cyber security requirements cannot be
incorporated into the existing BUCC building and infrastructure. The options
considered and under review are presented in the following table.
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Alternatives Cost Analysis
Ephan_cemgnt of . This option would provide limited future scalability
Richview, including flexibili hich L il
expansions to the apd_ exibility whic may render it increasingly
computer room $25.2M | difficult to comply with NERC standards in the
P ' future. It would require some existing tenants to
control rooms and o ! ) :
) vacate causing significant disruption to the business.
infrastructure
This option would provide a new building with
Build a new BUCC at rell_a_ble power and communication connections. The
. facility and infrastructure would be flexible and
a Hydro One TS site ) L .
with Fibre Optics $31M scal_able. 'I_'hls option is advantageous as th_e p0_55|ble
o available sites would offer reduced travel time in the
communication . . )
. event of a failover. However, the possible sites may
connection . : .
be eliminated due to environmental and zoning
reasons.
This option would provide a new building with a
Build a new BUCC at reliable power connection and infrastructure that is
a Hydro One TS site flexible and scalable. It is also desirable because the
without Fibre Optics $35.2M | possible sites available would offer reduced travel
communication time in the event of a failover. There, however, is an
connection incremental cost from the previous option due to
communication connection costs.
Analysis of this option revealed disadvantages in
increased costs and reduced reliability of power and
Move BUCC to other | Varies, | communication connections. Additionally, , the
Hydro One property >31M | physical locations of these properties were evaluated
and determined to be disadvantageous and non
compliant with NERC standards for a BUCC.
Initial analyses determined that it would be cost
prohibitive to buy or lease land to develop a new
Varies, | BUCC. Further, the cost associated with the required
Buy/Lease ! L
>35M | reliable power supply and communication
connections would also add to the prohibitive
expense.
This option would present the shortest
implementation period, would be flexible and
scalable and would be the least disruptive to the
Co-location of business. This option, however, relies on a third
Computer Room to off 40 6M party. It would also lack the reliability of power

site facility, Back Up
Control Room remains

supply, and the communications connections would
likely need to be upgraded. Also, the presence of two
control centres would mean relying on added
communication paths, adding complexity which may
reduce reliability.
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c) The time frames to build a new facility or for major refurbishment of the Richview
facility is estimated to be three years. The existing Richview BUCC cannot support
the minimum operating infrastructure requirements beyond three years without
implementing one of the alternatives under consideration and thus it is not viable to
delay this investment.

Deferring the mechanical plant investments at the OGCC is not a possibility as the
upgrades are required to support the chillers that are necessary to keep the computer
facilities cool.
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Ontario Energy Board (Board Staff) INTERROGATORY #87 List 1

Interrogatory

Issue 4.2  Are the proposed 2011 and 2012 Sustaining and Development and
Operations capital expenditures appropriate, including consideration of
factors such as system reliability and asset condition?

Operations Capital

Ref: (a) Exhibit D1/Tab3/Sch4/ p15-17/Table 4 & Section 4.3.3 — O6 Telecom
Wide Area Network

Ref: (b) Exhibit D2/Tab2/Sch3/Investment Summary Document/ Project O6- Wide
Area Network Project

At Reference (a), Section 4.3.3, in regard to the total investment in Project O6
totaling $37.1 million over 2011 and 2012, it is stated in part that: “Studies have
shown that this investment will pay back in five years through reduced future telecom
lease costs beyond the test years.”

At Reference (b) it is stated in part under “Need:” that: “Depending on the rate of
deployment of some new systems such as smart grid, video conferencing and
improved enterprise systems, the requirement could range from doubling of service
capacity to a sevenfold increase over the next five years.”

Also in Reference (b) it is stated in part Under “Summary” that: “ this technology,
which is readily Scalable, will provide the capacity to meet all telecom needs over the
next five years and beyond and avoid large leased telecom services costs.”

(a) Please provide the studies noted in Reference (a), along with assumptions
covering the economic evaluation of Project O6.

(b) Please indicate whether the proposed investment would be adequate to meet the
needs if the requirement of service capacity increases to “sevenfold” as noted in
Reference (b).

(c) Please explain what is meant by “improved enterprise systems”, noted in
Reference (b). Please provide an explanation as to which groups within Hydro
One Networks would be utilizing the systems, and what benefits or cost
reductions are achieved by such systems.

(d) What would be the payback of the investment under two scenarios where the
triggers for the need (smart grid deployment, video conferencing, and improved
enterprise systems) are assumed to be 25% and 50 % of the amount forecasted.
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Response

a) A study was conducted to determine the future projection of the telecommunication
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requirements of Hydro One over the next 5 years. The study examined the detailed
needs of programs and projects scheduled in the 2010 — 2014 Business Plan in terms
of the number of telecom services they require and the bandwidth requirements of
each service. Three scenarios were considered: the expected growth rate, the highest
rate of growth considered possible and the lowest rate of growth considered possible.

A cost analysis study was conducted comparing this capital investment, which
leverages Hydro One’s own fibre optic system, to purchasing the telecom services
from 3" parties. The assumptions used in the study included:

e A projection of 75% of scheduled applications and services to go in-service
during the program and project life cycles.

e Cost of leased circuit services provided by 3rd parties and any associated
maintenance costs would not escalate throughout the study period

e Equipment costs and labour costs for the capital project alternative are based on
the current fair market value and current rates respectively

The following is a summary of the telecom services studied:

Corporate Hydro One Wide Area Network (HWAN)

This is the network used for enterprise systems such as the ERP system (i.e. SAP),
email, file storage, internet, geographic information system, record management
systems and others. The expectation is that the current requirement of 10/100 Mbps
access and 10 Mbps for dedicated bandwidth will expand from the current 29
corporate sites on the Hydro One fibre system today, to approximately 59 sites by the
end of 2015. The need for increased bandwidth is due to organic growth and the
provisioning of a Quality of Service network to support the technology roadmap of
Hydro One’s Information Services Division. The roadmap will provide staff
efficiency gains in the form of audio, video and collaboration based on Internet
Protocol (IP) based telephony and unified messaging. This will result in less travel
time required and quicker access to information.

Power System Real-Time SCADA

Real-time SCADA communications will continue to grow based on the number of
remote sites connected in parallel to both the OGCC and Backup Control center. The
expectation is that only a small number of additional active and backup circuits will
be required for new Hub Sites. However, additional circuits will be required to meet
the demands of Distributed Generation, reflecting an overall anticipated growth on
circuit counts and bandwidth required for real-time data traffic over the next 5 years.
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Power System Non-Operational Data

Access to non-operational data from digital protections and other new smart devices
at the stations is essential for event analysis, and represents a significant opportunity
for asset condition tracking leading to improvements in maintenance scheduling,
planning and engineering design. Minimal additional bandwidth is anticipated for
these services over the next 5 years at existing sites. However, the expectation is that
non-operational data extraction will be required from all transformer stations,
resulting in approximately 240 additional sites connected by the end of 2015.

Physical Perimeter Security

There are a number of programs for improving the physical security at sites and
stations that are planned over the next 5 years. Included in these is the provision of
improved intrusion detection and access control. Increased numbers of telecom
services and bandwidth will be required for security cameras, card readers and
locking systems as well as perimeter detection systems. The plan is to deploy these
security systems at a rate of 10 Transformer stations and 20 Distribution stations
(minimum) per year.

Cyber and IT Security
To provide for Cyber and IT security over the next 5 years, a projected 30% increase
in circuit bandwidth for all services will be required. This bandwidth is required for
the distribution of antivirus signature updates, patches, systems intrusion detection,
and vulnerability scans.

Monitoring, Control and Configuration of Telecommunication Systems (TDCN)
A network exists called the Telecom Device Control Network (TDCN) which
provides the management and control of all of the telecommunication devices used
for power system telecommunications (i.e. Synchronous Optical Network (SONET)
devices, routers, switches and multiplexers). There will be an increase in bandwidth
required for the direct reporting and monitoring of new devices that will be added to
this network.

Advanced Distribution Systems (ADS)

The ADS is being deployed to enable connection of generation to the distribution
system (Renewable Enabling Improvements), as well as improved reliability and cost
efficiency through remote monitoring and control distribution stations and in-line
reclosers.  To enable the ADS, Hydro One plans to deploy a wireless
telecommunicate network to reach across the vast geography of the Hydro One
distribution service territory. The back-haul site requirements for this wireless
network will grow steadily over the next 5 years with a requirement for a guaranteed
backbone of 10 Mbps.
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P&C Remote Access to Critical Cyber System Information

It is a NERC requirement that the information about all critical cyber systems must be
kept secure. To comply with this requirement, such information that was kept locally
at the stations is removed to secure central servers. Protection & Control field staff
require access to this information when at the stations to perform troubleshooting and
routine management tasks on these cyber assets. Additional bandwidth is required to
allow staff to access drawings and databases from the stations for this purpose.

Bandwidth Requirements (Backbone)

The Bandwidth requirements for each service were based on the following estimates
in Table 1 below. For the business case analysis, these estimates were challenged to
conservative values (i.e. lower rather than higher estimates).

Table 1
Service Bandwidth Requirements

Bandwidth Expected
Requirement Growth in #
per Service of Services
Service Type (Mbps) By 2015
Corporate 10.0 30
SCADA 0.5 19
Non-operational data 0.5 240
Physical Security 1.0 60
IT Security 0.5 257
Telecom DCN 0.5 12
ADS 10.0 78
P&C Access to CCA Information 1.0 240
TOTAL 936

Backbone Services

Chart 2 provides the bandwidth requirements for the backbone over the next 5 years. The
existing SONET can support up to a maximum of 1.2 Gbps on the backbone. Based on
the anticipated projections, the existing SONET infrastructure will meet the base
requirement for the bandwidth on the backbone by the end of 2012, but will exceed the
base requirements for the backbone by the middle of 2013. (Total services ~687 or 60%
of projected services)
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Chart 2
Anticipated Bandwidth Requirements

Chart 3, provides a cost comparison between Hydro One to using its existing fibre with
the WAN project to meet projected needs versus leasing telecom services from 3™
parties. As can be seen, the WAN project alternative will become lower in cost relative to
leasing telecom services during the fifth year.

Chart 3
Cost Analysis between the Build in-house vs. Lease through 3rd Party
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$250 000 000

$200 000 000
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b) The cost is based on a scalable design that will meet 75% of the expected service

bandwidth projections of all programs and projects currently in the business plan. As
new services are added or old service requirements change, these can be met by
incremental modifications on the installed equipment such as adding cards or
expansion chassis. In this way the incremental costs are incurred only when the need
for the service is certain.

See the item “Corporate Hydro One Wide Area Network (HWAN)” in the response
to part a). All business groups (i.e. Grid Operations, Engineering & Construction
Services, Asset Management, Customer Operations and the IT function) of Hydro
One will use corporate applications on enterprise systems and benefit from improved
system performance.

Enhancements and expanded deployments of these systems will require the 30
increased services shown in Table 1 for proper network and application performance
for users. Services/applications on enterprise systems that will be used by all business
groups at Hydro One will have improved performance with the increase in service.
Key services/applications that will have benefits and costs reductions include:

1. Voice over IP telephony to reduce the costs associated with leased circuits on
corporate PBX systems

2. Corporate approved audio bridging, web-based meeting facilities and video
conferencing systems to reduce employee travel, improve employee productivity
and reduce bridge services from third parties.

3. Quality of Service (QoS) capability of the WAN hardware will provide the
required bandwidth and network performance to systems that host critical core
applications thus increasing employee productivity and reducing employee
frustrations

4. Reduction in number of Help One calls by employees on system performance and
instability

5. Centralization of applications and services will reduce hardware costs, and
software costs. In addition it will enhance managed of services, and decrease
time to repair services.

6. Full deployment of mobile systems for collecting station inspection results, defect
condition reports, and for accessing geographic information systems and drawings
to save labour costs and enable efficiencies throughout process streams due to
better quality of information.
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The detailed business case for these investments was not the subject of the study for
the WAN project. However, the study did confirm that these services have
sufficiently strong business cases to justify proceeding in the absence of the WAN
project. The WAN project allows the telecom costs for these investments to be
reduced.

d) With an assumption of 25% of the amount forecasted for in-service, the return on
investment is not valid. However, using 50% of the amount forested for in-service;
the break even is within 8.5yrs with a 15yr End-of-L.ife.
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Ontario Energy Board (Board Staff) INTERROGATORY #88 List 1

Interrogatory

Issue 6.1 Are the proposed amounts, disposition and continuance of Hydro One’s
existing Deferral and Variance accounts appropriate?

Ref: Exhibit F1/Tab1/Sch1/p3 and Exhibit A-8-1, Attachment 3 (Audited Financial

Statements for 2009)

Amounts requested for approval in Table 2 of this exhibit do not match the amounts
reported by Hydro One to the Board under Quarterly Q4 2009 RRR 3.1.1 (deferral

and variance account balances).

a) Please file a copy of Hydro One’s Q4 RRR 3.1.1 reporting to the Board.

b) Please reconcile the amounts in the application to the amounts reported under RRR
3.1.1 and to the Audited Financial Statements, and explain the differences.

Response

a) Please find a copy of Hydro One’s Q4 2009 RRR 3.1.1 report to the Board as

Attachment 1 to this interrogatory.

b) Tables 1 and 2 reconcile the amounts in the application to the amounts reported under
RRR 3.1.1. Tables 3 and 4 reconcile the amounts in the application to the Audited

Financial Statements.

Table 1

$M’s

Reference

Per Q4 RRR3.1.1

As per attachment in response

Account 2405 — Other Regulatory Liabilities (25.5) | toa) above.
Is comprised of the following sub-accounts:
2405 - Export Service Credit Revenue (4.8) | F1, Tabl, Schedule 1 Table 2
2405 — External Secondary Land Use (3.2) | F1, Tabl, Schedule 1 Table 2
Revenue
2405 — Ext. Station Maintenance & EC&S (4.4) | F1, Tabl, Schedule 1 Table 2
Rev.
2405 — Pension Cost Differential 3.1 F1, Tabl, Schedule 1 Table 2
2405 — Deferred Export Service Credit * (16.2)

Total | (25.5)

! Account 2405 (Deferred Export Service Credit) was not included in the pre-filed evidence F1, Tab 1,
Schedule 1 Table 2 (Regulatory Assets Requested for Approval) as it was approved for recovery in the

decision for EB-2006-0501.
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Table 2

$M’s

Reference

Per Q4 RRR 3.1.1
Account 1508 — Other regulatory assets

(0.9)

As per attachment in
response to a) above.

Is comprised of the following sub-accounts:

1508 — OEB Costs >

(2.8)

1508 — IPSP & Other LT Project Planning Costs

1.9

F1, Tabl, Schedule 1 Table 2

Total

(0.9)

2 Account 1508 (OEB Costs) was not included in the pre-filed evidence F1, Tab 1, Schedule 1 Table 2
(Regulatory Assets Requested for Approval) as it was approved in the decision for EB-2008-0272.

Table 3
$M’s | Reference

Per Audited Annual Financial Statements A, Tab 8, Schedule 1
Note 8 “Other Regulatory Assets” 10° | Attachment 3
Comprised of the following sub-accounts:
1508 — IPSP Development Costs 1.9 | F1, Tabl, Schedule 1 Table 2
1570 — Qualifying Transition Costs * 5.4
2405 — Pension Cost Differential 3.1 | F1, Tabl, Schedule 1 Table 2

Total | 10.4

® Audited Annual Financial Statements are rounded to the nearest million.
* Account 1570 (Qualifying Transition Costs) was not included in the pre-filed evidence F1, Tab 1,
Schedule 1 Table 2 (Regulatory Assets Requested for Approval) as it was approved for recovery in the

decision for EB-2006-0501.

Table 4
$M’s | Reference
Per Audited Annual Financial Statements A, Tab 8, Schedule 1
Note 8 “External revenue variance account” (12) ° | Attachment 3
Comprised of the following sub—accounts:
2405 — Excess Export Services Credit (3.2) | F1, Tabl, Schedule 1 Table 2
2405 — Ext. Station Maintenance and E&CS (4.4) | F1, Tabl, Schedule 1 Table 2
Rev
2405 — Excess Export Service Credit (4.8) | F1, Tabl, Schedule 1 Table 2
Total | (12.4)

® Audited Annual Financial Statements are rounded to the nearest million.
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Clicking Save or Apply will not automatically submit this filing. To SUBMIT this filing, scroll to the end of the page, select Yes in the Submit drop down then click the SAVE button.
Other Deferral/Variance Accounts
Report Summary

Filing Year Filing Form Name Filing Form Description

J2010 f3.1.1 |Variance Account Balances =

RRR Filing No Reporting Period Extension Granted

|549 IJanuary— 2010Hydro One Networks Inc., Toronto: Corporation; ET-2003-0035; ; |

Report Version Due Extension Deadline

1 |February 1, 2010 |

Status Submitted On Expiry Date

|Revised jauly 13, 2010 fauly 17, 2010

Submitter Name Licence Type

IPasquaIe Catalano ITransmitter

For the Quarter Ending on: For the Period from For the Period Ending to

|Dec 31, 2009 fOct 1, 2009 Dec 31, 2009

Deferral Accounts
For the quarter ending |Dec 31, 2009
Quarter Opening |Carrying Carrying Net Accruals Net Accruals Other Other Quarter Closin To Date
Account Balance DR/- Charges DR/-CR |Charges DR/-CR |DR/-CR this DR/-CR to Adjustment DR/- |Adjustment DR/- Balance DR/-CI% Check Comments
CR this Period to Date Period Date CR this Period CR to Date
1508 Other =
regulatory assets |-2,723,059.00 f-2,984.00 |-138,030.00 |1,873,131.00 |-714,882.00 Jo.00 Jo.00 -852,912.00 -852,912.00 =
1525 -
Miscellaneous |122,339,865.00 |1,516,942.00 |16,433,010.00 |-93,000.00 |90,893,364.00 |27,190,457.00 [43,627,890.00 150,954,264.00| 150,954,264.00 =
deferred debit =
1570 Qualifying - =
fransiton costs 6,405,016.00 |7.416.00 |1,346,530.00 |-961,271.00 J4,104,631.00 jo.00 jo.00 5,451,161.00, 5,451,161.00 =
1572 -
Extraordinary | | | | | | | =
event costs =
1574 Deferred
https://www.errr.oeb.gov.on.ca/xmlloader.asp?type=loadform&formid=80000000000001D7&recordid=00000000000000D9&rand=9387157 7/29/2010



E3.1.1 Variance Account Balance: 3.1.1; 1; Revised; 7/13/2010; January Page 2 of 2

rate impact
amounts | | | | | | |

2425 Other
deferred credits l I I l I l |

2405 Other
Regulatory |-22,996,373.00 |-29,096.00 |-4,074,884.00 |-2,475,552.00 |-21,426,137.00 Jo.00 Jo.00 -25,501,021.00| -25,501,021.00
Liabilities

1592 PILS and
Taxes Variances

JJ.

|-11,385,521.oo |-14,224.00 |-366,559.00 |2,316,665.00 |-8,716,521.00 |o.oo |o.00 -9,083,080.00| -9,083,080.00

Submit?

* Submit Form

No =l

https://www.errr.oeb.gov.on.ca/xmlloader.asp?type=loadform&formid=80000000000001D7&recordid=00000000000000D9&rand=9387157 7/29/2010



AW N

o o

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27

Filed: August 16, 2010
EB-2010-0002

Exhibit |

Tab 1

Schedule 89

Page 1 of 1

Ontario Energy Board (Board Staff) INTERROGATORY #89 List 1

Interrogatory

Issue 6.1 Are the proposed amounts, disposition and continuance of Hydro One’s
existing Deferral and Variance accounts appropriate?

Ref: Exhibit F2/Tab1/Sch3

a) Does this Continuity Schedule include all of Hydro One’s deferral and variance
account balances?

b) If not, please provide the balances of all regulatory deferral and variance accounts,
including those not being requested for disposition.

c) Please provide a breakout of the sub-accounts, including the continuity of any such
sub-accounts.

Response

a) No, the continuity schedule in Exhibit F2, Tabl, Schedule 3 does not include all of
Hydro One’s deferral and variance account balances.

b) Please see response for part ).

c) Please see Attachment 1 for a continuity schedule that breaks out all of Hydro One’s
deferral and variance accounts by sub-account.



HYDRO ONE NETWORKS INC.
TRANSMISSION

Continuity Schedules - Regulatory Assets

(Y

$)

Year Ending December 31, 2007

Transactions Total
Account Opening Principal During Closing Principal  Opening Interest Closing Interest Principal plus
Account Description Number Amounts Year Balance Amounts Interest Balance Interest
Tx Market Ready 1570 $13.2 (30.5) $12.7 $4.7 ($4.7) $0.0 $12.7
OPEB including Amortization 1465 $36.0 ($18.0) $18.0 $0.0 $0.0 $0.0 $18.0
Primary Environmental 1525 $9.7 ($3.8) $5.9 $7.0 $0.9 $7.9 $13.8
OEB Costs 1508 $6.5 ($7.4) ($0.9) $0.6 ($0.7) ($0.0) ($0.9)
Tx Bypass Rebate 1508 $11.8 $2.5 $14.3 $1.8 $0.6 $2.4 $16.8
Deferred Export Tx Service Credit Revenue 2405 ($43.0) $6.8 ($36.1) ($5.8) $3.7 ($2.1) ($38.3)
Deferred Rev Tx Earning Sharing 2405 ($33.2) $6.1 ($27.1) ($1.2) $0.0 ($1.2) ($28.4)
Tx Reg Liability Tax Change Def Acct 1592 $0.0 ($3.5) ($3.5) $0.0 ($0.0) ($0.0) ($3.5)
Pension Cost Differential 2405 $0.0 ($1.3) ($1.3) $0.0 $0.0 $0.0 ($1.3)
Tx Reg Liability - Tx Revenue RDDA 2405 $0.0 ($71.7) ($71.7) $0.0 ($1.5) ($1.5) ($73.2)
External Secondary Land Use Revenue 2405 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0
External Stations & ECS Revenue 2405 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0
IPSP & Other Long Term Project Planning Costs 1508 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0
Export Service Credit Revenue 2405 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0
Reg Asset IFRS 1508 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0
Total $0.9 ($90.7) ($89.8) $7.1 ($1.7) $5.5 ($84.3)
Year Ending December 31, 2008
Transactions Total
Account Opening Principal During Closing Principal  Opening Interest Closing Interest Principal plus
Account Description Number Amounts Year Balance Amounts Interest Balance Interest
Tx Market Ready 1570 $12.7 ($4.9) $7.8 $0.0 $1.1 $1.1 $8.9
OPEB including Amortization 1465 $18.0 ($18.0) $0.0 $0.0 $0.0 $0.0 $0.0
Primary Environmental 1525 $5.9 $102.2 $108.1 $7.9 $2.5 $10.4 $118.5
OEB Costs 1508 (30.9) ($2.3) ($3.2) ($0.0) ($0.1) ($0.1) ($3.3)
Tx Bypass Rebate 1508 $14.3 ($14.3) $0.0 $2.4 ($2.4) $0.0 $0.0
Deferred Export Tx Service Credit Revenue 2405 ($36.1) $12.4 ($23.7) ($2.1) ($1.2) ($3.3) ($27.1)
Deferred Rev Tx Earning Sharing 2405 ($27.1) $27.1 $0.0 ($1.2) $1.2 $0.0 $0.0
Tx Reg Liability Tax Change Def Acct 1592 ($3.5) ($6.2) ($9.7) ($0.0) ($0.2) ($0.2) ($9.9)
Pension Cost Differential 2405 ($1.3) $1.8 $0.5 $0.0 ($0.1) ($0.1) $0.4
Tx Reg Liability - Tx Revenue RDDA 2405 ($71.7) $71.7 $0.0 ($1.5) $1.5 $0.0 $0.0
External Secondary Land Use Revenue 2405 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0
External Stations & ECS Revenue 2405 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0
IPSP & Other Long Term Project Planning Costs 1508 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0
Export Service Credit Revenue 2405 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0
Reg Asset IFRS 1508 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0
Total ($89.8) $169.5 $79.7 $5.5 $2.3 $7.8 $87.5
Year Ending December 31, 2009
Transactions Total
Account Opening Principal During Closing Principal  Opening Interest Closing Interest Principal plus
Account Description Number Amounts Year Balance Amounts Interest Balance Interest
Tx Market Ready 1570 $7.8 ($4.0) $3.8 $1.1 $0.1 $1.2 $5.0
OPEB including Amortization 1465 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0
Primary Environmental 1525 $108.1 $26.5 $134.5 $10.4 $6.0 $16.4 $151.0
OEB Costs 1508 ($3.2) $0.6 ($2.6) ($0.1) ($0.0) ($0.1) ($2.8)
Tx Bypass Rebate 1508 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0
Deferred Export Tx Service Credit Revenue 2405 ($23.7) $12.0 ($11.7) ($3.3) ($0.2) ($3.6) ($15.3)
Deferred Rev Tx Earning Sharing 2405 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0
Tx Reg Liability Tax Change Def Acct 1592 ($9.7) $1.0 ($8.7) ($0.2) ($0.1) ($0.4) ($9.1)
Pension Cost Differential 2405 $0.5 $2.7 $3.2 ($0.1) $0.0 ($0.1) $3.1
Tx Reg Liability - Tx Revenue RDDA 2405 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 $0.0
External Secondary Land Use Revenue 2405 $0.0 ($3.2) ($3.2) $0.0 $0.0 $0.0 ($3.2)
External Stations & ECS Revenue 2405 $0.0 ($4.4) ($4.4) $0.0 $0.0 $0.0 ($4.4)
IPSP & Other Long Term Project Planning Costs 1508 $0.0 $1.9 $1.9 $0.0 $0.0 $0.0 $1.9
Export Service Credit Revenue 2405 $0.0 ($4.8) ($4.8) $0.0 ($0.0) ($0.0) ($4.8)
Reg Asset IFRS 1508 $0.0 ($0.0) ($0.0) $0.0 $0.0 $0.0 ($0.0)
Total $79.7 $28.1 $107.9 $7.8 $5.7 $13.5 $121.4

Filed: August 16, 2010
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Ontario Energy Board (Board Staff) INTERROGATORY #90 List 1

Interrogatory

Issue 6.1 Are the proposed amounts, disposition and continuance of Hydro One’s

existing Deferral and Variance accounts appropriate?

Ref: Exhibit A/Tab11/Sch3/p1-9.

The second exception described and for which a variance account is requested is for
gains and losses on tangible and intangible asset sales or losses resulting from
premature asset retirement in 2012.

a)

b)

d)

Please confirm that Hydro One group depreciation methods were used in
calculating the amount of $295.5M of depreciation expense in 2011 and that the
same methods were used in calculating the amount of $326.9M in 2012 in the
application. If the methods are not the same, please state the amount arising from
the change, and explain what has changed and why.

If the amount of depreciation expense included in the revenue requirement for
assets depreciated under CGAAP using Hydro One’s group method in 2011 has
been calculated using the same method in 2012, please explain why a variance
account is required in 2012 if an amount, continuing the use of the 2011
methodology, is already included in the revenue requirement for any gains and
losses arising from premature asset retirement. Please explain this in the context
of a utility such as Hydro One that is in a relatively mature state of asset
management where the variability from year to year in depreciation cost should be
minimal and where the difference in cost impact between methods chosen to deal
with group assets and associated gains and losses on disposition is therefore also
expected to be minimal.

Please confirm that, if the requested variance account is approved by the Board,
the account should be reduced by the amount of depreciation expense otherwise
included in rates as described in b) arising under the existing methodology.

On page 8 of 9 Hydro One states that accumulated depreciation reserves were
maintained at the uniform system of accounts level. Please provide information
for the historical and two prior years as to the amounts added to these
accumulated depreciation accounts for group assets attributable to gains and
losses resulting from premature asset retirements and included in the application
for 2011 and for 2012.

Please explain why gains and losses on tangible and intangible asset sales should
be included in the proposed variance account when the matters of concern appear
to relate primarily to premature retirement of group assets. Please explain how
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gains and losses on tangible and intangible asset sales have been recorded in the
past, how they have been reflected in the revenue requirement and why different
treatment is required in 2012.

Response

a)

b)

Hydro One confirms that the 2011 and 2012 revenue requirements were both based
on group depreciation applied under Canadian generally accepted accounting
principles (CGAAP). The year-over-year increase in depreciation expense in 2012 is
due to increased in-service assets in the rate base, and not a difference in the
mechanics of the depreciation calculation.

We have since estimated the expected impact of using IFRS depreciation (straight-
line item procedure) on 2010. Transmission depreciation under IFRS is estimated to
exceed CGAAP group depreciation by approximately $4.6 million if followed in
2010. However, since the time of filing, the Canadian Accounting Standards Board
issued on July 28, 2010 an exposure draft proposing to allow reporting entities with
rate regulated activities the option of deferring their implementation of IFRS until
2013.

As noted under (a) above, Hydro One expected to manage the expected increase in its
actual depreciation expense applied on an IFRS basis within its approved revenue
requirement for 2012. As Hydro One now anticipates to adopt IFRS for external
reporting purposes in 2013 rather than in 2011, it is anticipated that an analogous
delay will be considered by the OEB given the transition date for IFRS of January 1,
2011 in the Board’s Report, Transition to International Financial Reporting
Standards, will have passed. In such a case, straight line item depreciation under
IFRS would commence in 2013 and the requested losses deferral account would not
be needed until that date.

Hydro One requested the losses variance account to capture the expected losses
resulting from premature asset retirements under an IFRS straight line item
procedure, thus ensuring capital recovery. Under CGAAP group depreciation,
‘losses’ on premature asset retirements were recorded as adjustments to accumulated
depreciation and did not impact results of operations. As a result, no immediate
recovery of losses is included in the submitted 2011 or 2012 revenue requirements.

Under the depreciation method to be used for IFRS, any asset component that is
retired prior to being fully depreciated will trigger an accounting loss in the
Statement of Operations. These future losses cannot be projected now based on
historic trends as insufficient information exists. While Hydro One does have
extensive historical information on its asset retirements, it does not have access to
information on the related accounting losses because such losses were not calculated
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under CGAAP where accumulated depreciation reserves were maintained at the
uniform system of accounts level rather than at the individual asset level. Asset net
book value information was only derived on an exception basis when required to
account for a sale. We expect that better information on actual losses under IFRS will
be developed prior to the expected 2013 adoption of IFRS.

However, under IFRS, a loss will be recorded whenever an asset retires before its
expected end of accounting life. Thus, the amount of losses in a given period will be
contingent on the specific in-service year of assets retired, whether through planned
or unplanned work. As such, losses will be difficult to accurately forecast given
unanticipated events such as major storms, demand driven asset upgrades, changes in
business circumstances and the fact that specific asset vintages and carrying values
can not be considered when planning sustainment work.

The Company agrees that the variance account should be credited for any
depreciation expense in rates that is attributable to prematurely retired assets. The
depreciation credit would be calculated based amount of depreciation in approved
revenue requirement that will not be incurred as a result of an asset premature
retirement.

Hydro One accounts for all of its fixed assets on a group basis. When an asset is
retired, the original capital cost and an equal amount of accumulated depreciation is
removed from the balance sheet. No loss is recorded in the Statement of Operations
or “added” to the accumulated depreciation accounts.

Under CGAAP, fixed asset gains and losses on sale are recorded in the Statement of
Operations as a component of depreciation expense. Hydro One has historically not
estimated future asset sales or resultant gains and losses when forecasting
depreciation expense. Given that a variance account is being requested for premature
asset retirement losses under IFRS, Hydro One considered it reasonable to include
actual gains and losses on asset sales that are not in the forecast revenue requirement.
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Ontario Energy Board (Board Staff) INTERROGATORY #91 List 1

Interrogatory

Issue 6.2 Are the proposed new Deferral and Variance Accounts appropriate?

91) Ref: Exhibit F1/Tab1/Sch2/p1-5
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The 8% Ontario provincial sales tax (“PST”) and the 5% Federal goods and services
tax (“GST”) were harmonized effective July 1, 2010, at 13%, pursuant to Ontario
Bill 218 which received Royal Assent on December 15, 2009.

Prior to this event the PST would have included in Hydro One’s OM&A expenses
and capital expenditures. PST therefore would have been included in Hydro One’s
revenue requirement and therefore recovered from ratepayers through UTR rates.

Now PST and GST are harmonized, Hydro One will pay the HST on purchased
goods and services and is eligible to claim a full input tax credit (“ITC”) on the
HST portion paid. Therefore, Hydro One will no longer incur that portion of the tax
that was formerly applied as PST.

In the majority of 2010 electricity rate applications the Board ordered the
establishment of a deferral account to record the amounts, after July 1, 2010 and
until the distributors next cost-of-service rebasing application, that were formerly
incorporated as the 8% PST on capital expenditures and OM&A expenses incurred,
but which would now be eligible for an ITC.

a) Please confirm that Hydro One agrees that its current rates include recovery of
PST costs for the period July 1, 2010 to December 31, 2010.

b)  How would Hydro One propose that the Board fairly address the PST savings
arising from July 1, 2010 to December 31, 2010 and ensure PST savings are
returned to consumers?

c) Please confirm that Hydro One has reflected the reductions in proposed
OM&A and capital expenditures due to the elimination of PST in its
application for 2011 and 2012?

d) If Hydro One has not reflected the elimination of PST in its application for
2011 and 2012, please provide an estimate of the amounts that should be
removed from its 2011 and 2012 proposed OM&A and capital expenditures.
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Response

a) Confirmed. Hydro One’s current rates include recovery of PST costs for the period
July 1, 2010 to December 31, 2010.

b) In both EB-2008-0272 and EB-2009-0096 Hydro One agreed to develop a
methodology to ensure that the estimated PST savings in approved rates will be
captured in a deferral account for disposition in future rate applications. The revenue
requirement impact driven by the harmonization of the PST and GST will be captured
in deferral account 1592.

c) The elimination of the PST has not been reflected in the 2011 and 2012 proposed
OM&A and capital expenditures.

d) Hydro One is in the process of establishing the methodology that will capture the

revenue requirement impact driven by the harmonization of the PST and GST. The
current best estimate of the amounts included in the 2011 and 2012 proposed OM&A
and capital expenditures are as follows:

2011 2012
$M $M
OM&A $5.2 $5.3

Capital Expenditures $42.6 $35.8

Hydro One will record the revenue requirement impact of the estimated reduction in
our proposed 2011 and 2012 expenditures in deferral account 1592,
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Ontario Energy Board (Board Staff) INTERROGATORY #92 List 1

Interrogatory

Issue 6.2 Are the proposed new Deferral and Variance Accounts appropriate?
Ref: Exhibit F1/Tab1/Sch2/p1-5
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Hydro One is requesting approval to continue or establish seven new deferral
accounts.

Impact for Changes in IFRS Account (2012 only)

a) What account number does Hydro One propose to use in the USoA for this
account?

b) What are the journal entries to be recorded?

c) Please provide Hydro One’s estimate of the costs that would be recorded in this
account.

d) Is there any new or additional information since the May 19, 2010 filing of this
application that would assist the Board in assessing this request?

IFRS — Gains and Losses Account (2012 only)

e) Please provide an estimate of the costs that would be recorded in this account in
2012.

f) Please provide an estimate of the impact on revenue requirements going forward
indicating at a minimum the directional impact, based on historical experience
and other analysis.

g) If the costs are not known, what is the basis for the approval to record these
amounts in a deferral account?

h) What account number does Hydro One propose to use in the USoA for this
account?

1) What are the journal entries to be recorded?

J) s there any new or additional information since the May 19, 2010 filing of this
application that would assist the Board in assessing this request?

IFRS Incremental Transition Costs Account

k) What amount is currently in the revenue requirements for these costs?

I) How much variance was in this account as of December 31, 2009?

m) How much does Hydro One expect to record in this account in 2011 and 2012?

n) What is the current balance in this account?

0) Why does Hydro One require the continuing use of this account in 2011 and
2012, given that the implementation date for IFRS is January 2011 and it is
reasonable to expect Hydro One to have incurred the majority of the transition
costs by the implementation date?

p) What account number does Hydro One propose to use in the USoA for this
account?
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g) What are the journal entries to be recorded?
r) Isthere any new or additional information since the May 19, 2010 filing of this
application that would assist the Board in assessing this request?

OEB Cost Differential Account

On page 4, lines 15 — 22, Hydro One has stated that this account is a continuation of
the account accepted in EB-2008-0272. However, the description of the account
that was approved for continuation (Decision With Reasons, Table
Deferral/Variance Accounts Balances as of June 30, 2009 on page 55) is “OEB
Cost Assessment Differential” and not “OEB Cost Differential Account”. The
former is strictly for recording OEB Cost Assessment differential, while the latter
(i.e. the proposed account) will also track differences in intervenor cost awards, and
costs associated with OEB-initiated studies.

In two other recent Hydro One Distribution decisions (EB-2007-0681, and EB-
2009-0096) the Board denied Hydro One’s request for the same account that is
being requested in this application, stating the following:

“The Board does not consider it reasonable in this case to exempt
HydroOne from the Board’s current policy not to authorize an
OEB costvariance account to distributors.” (EB-2007-0681); and

“The Board concurs with Board staff and the intervenors. The
extended coverage sought by Hydro One is not available to other
distributors, and no compelling reason has been provided for why
Hydro One should be treated differently.” (EB-2009-0096)

s) What is the reasoning for Hydro One to continue to accrue amounts in OEB
Cost Assessment account in 2011 and 2012? (According to Article 220 of the
APH: “This account shall be used to record the difference between OEB costs
assessments invoiced to the distributor for the Board’s 2004/05 and 2005/06 (up
to April 30, 2006) fiscal years and OEB costs assessments previously included
in the distributor’s rates.”)

t) Does Hydro One agree that the account being requested will record costs that
are in addition to what was approved for continuation in EB-2008-0272?

u) Does Hydro One agree that the account description approved in EB-2008-0272
is different from what is being proposed by Hydro One in this application?

v) Can Hydro One provide any reasons as to why the Board should allow this
account in the form proposed by Hydro One, given that the Board has
disallowed the expanded coverage for recording costs in this account in EB-
2007-0681, and EB-2009-0096?
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w) Is there any new or additional information since the May 19, 2010 filing of this
application that would assist the Board in assessing this request?

Response

Impact for Changes in IFRS Account (2012 only)

a)

b)

d)

Hydro One would use Account 1508 Other Regulatory Assets, Sub Account Impact
of Changes in IFRS.

Hydro One cannot reasonably predict specific entries that would result from future
changes in IFRS accounting standards or from changes in external interpretations of
IFRS standards. In general, increases in revenue requirement attributable to such
changes would be debited to the account and decreases would be credited.

Given that the account is meant to capture the impact of unforeseeable accounting
changes, Hydro One does not currently have any reasonable basis to estimate possible
impacts.

Yes, on July 28, 2010, the Canadian Accounting Standards Board (AcSB) issues an
exposure draft proposing that publicly accountable entities that are required to adopt
IFRS be given the option of deferring adoption for 2 years until 2013. Hydro One
would likely take advantage of this delay if it is approved. If the Board reconsiders its
IFRS implementation date as a result, this account would not be required for 2012.

IFRS — Gains and Losses Account (2012 only)

e)

9)

Hydro One has requested this account because it cannot reasonably forecast the losses
to be incurred upon premature asset retirements under IFRS. Please see Exhibit I, Tab
1, Schedule 90 for more information on the reasons for this.

While the amount of losses cannot reasonably be quantified or estimated within a
range, Hydro One does expect to incur significant net losses (after inclusion of gains
on sale). These losses would be recorded in this proposed account to allow for future
review and recovery from customers.

In the absence of an approved deferral account to record premature asset losses, all
such losses that were not included in revenue requirement on a forecast basis would
be charged to the shareholder. This would unfairly burden the shareholder with
accounting losses that Hydro One is not reasonably able to predict or in some cases
control. For example, assets retied as a result of storm activity or customer upgrade
requests can retire earlier than expected, thus resulting in accounting losses under
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h)

)

IFRS. Losses on premature retirement need to be recovered to ensure full capital
recovery of prudently installed fixed and intangible assets.

Hydro One would use Account 1508 Other Regulatory Assets, Sub Account Net
Losses on Asset Premature Retirements.

If a loss is recorded in the IFRS Statement of Operations:

Debit: 1508 Net Losses on Asset Premature Retirements
Credit: 4360 Loss on Disposition of Utility and Other Property

If a gain is recorded in the IFRS Statement of Operations:

Debit: 4355 Gain on Disposition of Utility and Other Property
Credit: 1508 Net Losses on Asset Premature Retirements

Consistent with Hydro One’s response to (g) above, this account would not be used in
2012 if IFRS is deferred. See also discussion at Exhibit I, Tab 1 Schedule 90.

IFRS Incremental Transition Costs Account

k)

a)

The amount that is the transmission revenue requirement, for 2010, is approximately
$0.9 million.

The balance in this account as at December 31, 2009 was $19,602.

In light of the Canadian Accounting Standards Board’s July 29, 2010 proposal to
require the adoption of IFRS by qualifying rate-regulated entities effective January 1,
2013, Hydro One is re-assessing its transition plan and inherently the costs related to
that plan. As such, it is difficult to provide an expectation of the amounts to be
recorded in 2011 and 2012, hence the continued need for the variance account.

The balance in this account as at June 30, 2010 is $414,436.

Please refer to response in part m) above.

The account is a continuation of the account established in 2009, as per the Board’s
guidance in the Accounting Procedures Handbook (APH) FAQ, October 2009.
Consistent with the new accounts approved in the APH FAQ, Hydro One proposes to

use a sub-account of account 1508.

Where incremental IFRS transition costs recovered in rates are lower than actual
costs, the journal entry to be recorded will be:
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Debit: IFRS Incremental Transistions Costs Account (1508)
Credit: Revenue(4080)

Where incremental IFRS transition costs recovered in rates are higher than actual
costs, the opposite entry would apply.

r) Please refer to response in part m) above.

OEB Cost Differential Account

s) Hydro One inadvertently included the title and scope of the account from the last
Distribution submission. That was not intended. Hydro One meant to request
continuance of the existing account with no changes to account title or scope. Hydro
One regrets any confusion caused.
Hydro One’s request to continue to accrue the differential between approved and
actual OEB cost assessments in this account for 2011 and 2012 is completely
consistent with the existing account and with the discussion and Board Findings in
the Board’s Decision with Reasons for EB-2009-0096 (pages 57 - 58).

t) No — Please see Hydro One’s response to (s) above.

u) No — Please see Hydro One’s response to (s) above.

V) Please see Hydro One’s response to (s) above.

w) Please see Hydro One’s response to (s) above.
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Ontario Energy Board (Board Staff) INTERROGATORY #93 List 1

Interrogatory

Issue 7.1 Has Hydro One Networks’ cost allocation methodology been applied

appropriately?

Ref: Exhibit G2/Tab2/Schl and Exhibit H1/Tab 2/Sch 1

The table in Exhibit G2 titled ‘Allocation Factors for Dual Function Lines’ contains
a number of facilities that are either 100% Network or 100% Connection. In at
least some cases, the same was true of the same facilities in the previous rate
application (identical reference in EB-2008-0272).

a) Why are such facilities termed Dual Function, and how frequently is this
functionalization updated.

b) Please confirm that there is no actual impact of the “dual” designation, eg. the
ultimate allocation of the cost based on the load forecast is identical whether the
facility is “Dual Function / 100% Network” or simply Network function.

c) To assist the Board in understanding the allocation of Dual Function facilities,
please provide a brief explanation of why the allocation of a given facility
changes from year to year. (For example all sections of A4H have increased from
78% to 84% Network since 2008. Is this the outcome of a different load forecast
based on a customer survey, a change in the relative size of metered downstream
delivery points, a forecast shift toward the peak period, etc.)

Response

a)

b)

These facilities can be used for both the common benefit of all customers and for
providing a connection between a Network station and load supply point(s) for one or
few customers. Accordingly, they are categorized as Dual Function Line per the
methodology described on page 5 of Exhibit G1, Tab 2, Schedule 1. This
functionalization is updated when the connectivity of the facility changes resulting in
a change to its functional category.

Hydro One confirms that the end result of the allocation of costs for a facility that is
“Dual Function / 100% Network” is identical to the allocation of Network facility
costs.

The allocation of Dual Function Line (DFL) costs between the Network and Line
Connection pools can change from year to year because the allocation is based on the
annual average coincident peak demand of customer load connected to the DFL and
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the minimum of the average summer and winter transmission capacity, as described
on pages 11-12 of Exhibit G1, Tab 2, Schedule 1. For example, the forecast customer
load connected to DFL A4H drops from 162MW to 120MW, while the line capacity
stays the same, which accounts for the increase in Network allocation from 78% to
84%.
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Ontario Energy Board (Board Staff) INTERROGATORY #94 List 1

Interrogatory

Issue 8.1 Is it appropriate to implement “AMPCQO’s High 5 Proposal” in place

of the status quo charge determinants for Network Service?

Ref: Exhibit H1/Tab3/Sch1/Page 3

Hydro One summarizes the AMPCO proposal for Network charges as a fixed
monthly charge calculated for each customer based on that customer’s average
coincident demand on the IESO’s 5 highest peak days of the previous year.

a) Does the AMPCO proposal decrease Hydro One’s revenue risk related to the
volume of throughput?

b) In the event that an important customer of a local distribution company were to go
out of business after the 5 days, would Hydro One expect that the LDC’s fixed
monthly charge would be unaffected for the first year?

¢) Inthe event that a Direct customer or Power Producer were to go out of business,
would Hydro One expect the customer to continue to pay a fixed monthly charge?

Response

a)

b)

Under the AMPCO proposal, Hydro One’s network revenue requirement is
apportioned among customers based on the ratio of the customer’s average High 5
coincident demands to the system’s average High 5 coincident demand, as such there
is no risk associated with actual demands being lower than forecast. Revenues would
deviate from the approved revenue requirement to the extent that existing customers
go out of business or new customers are added.

However, as also noted in the Power Advisory Report (page 23), Hydro One may face
increased earnings risk under the High 5 proposal. Under the current network charge
determinants approach higher than anticipated costs from increased equipment
outages as a result of higher than forecast peak loads are offset by higher revenues.
Under the High 5 proposal there would be no offsetting increase in revenues. Under
these circumstances, Hydro One’s earnings would suffer from earnings attrition due
to the break in the relationship between revenues and costs.

Yes. Hydro One assumes that rates would not be recalculated, and the loss of an
important customer’s load reflected, until the following year. For example, if a
customer of an LDC were to go out of business in late 2010, the LDC’s charge
determinants would not be reduced until 2011 and used to calculate rates to be paid
by the LDC in 2012. Thus, the LDC would pay transmission charges in 2011 as if its
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lost customer were still in business. However, the earnings impact on the LDC would
be mitigated by the existing Retail Service Variance Account which ensures that
LDC’s customers pay the amount of transmission charges that the LDC incurs on
their behalf. Therefore, the revenue shortfall would ultimately be borne by the LDC’s
other customers.

No. Hydro One assumes that the transmitter would absorb the revenue shortfall until
rates are recalculated based on reduced charge determinants. This is similar to the
current circumstances where transmitters absorb the revenue risk attributable to the
normal ebb and flow of customer demands.
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Ontario Energy Board (Board Staff) INTERROGATORY #95 List 1

Interrogatory

Issue 8.1 Is it appropriate to implement “AMPCQO’s High 5 Proposal” in place
of the status quo charge determinants for Network Service?

Ref: Exhibit H1/Tab3/Sch1/Attachment 1/Pages iv and vi

a) Has Hydro One investigated alternatives to the status quo other than the High 5
charge determinant?

b) If so, please describe the alternative(s), including a brief description of how the
alternative method(s) tracks the costs of building and operating the Network part
of Hydro One’s transmission system.

c) For any alternative(s), please show the total monthly or annual charge determinant
and the proportions that would be attributable to LDCs, Directs, and Power
Producers comparable to the information in Table ES 3 on page vi of the
Executive Summary.

Response

a) No. As stated on page 69 of the OEB’s Decision With Reasons on Proceeding
EB-2008-0272 issued May 28, 2009, Hydro One was not directed to investigate
alternatives to the status quo other than the High 5 charge determinant.

b) Not Applicable.

c) Not Applicable.
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1 Ontario Energy Board (Board Staff) INTERROGATORY #96 List 1
2
3 Interrogatory
4
5 Issue 8.1 Is it appropriate to implement “AMPCQO’s High 5 Proposal” in place
6 of the status quo charge determinants for Network Service?
7 Ref: Exhibit H1/Tab3/Sch1/Attachment 1/ Pages vi-vii and Page 50 (Table 12)
8 The report by Power Advisory calculates that the Network cost responsibility of
9 Directs would decrease by 26.5% in aggregate as a result of changing the
10 methodology.
11 a) Has Hydro One calculated the individual percentage impacts, and if so what is the
12 largest percentage decrease and what is the smallest decrease (or increase)
13 amongst its Direct customers?
14 b) Does Hydro One have calculations of the percentage decreases that could be
15 enjoyed with the combination of the High 5 methodology plus load shifting as
16 described in Table 12 on Page 50?7 If so, what percentage decrease would be
17 experienced by Directs in the “center” and “high” load shifting scenarios?
18 c) Itis calculated that the Network cost responsibility of LDCs would increase by
19 3.3%% in aggregate as a result of changing the methodology. Has Hydro One
20 calculated the individual percentage impacts, and if so what is the largest
21 percentage increase and what is the smallest increase (or decrease) amongst the
22 LDCs?

25 Response

27 a) Power Advisory does not have data for individual customers and therefore presented

28 its analysis at an aggregate level, noting that the impact would vary by customer.
29 Hydro One calculated the Network cost responsibility percentage impacts based on
30 2009 data for each individual Network Delivery Point, as a result of changing the
31 methodology. The table below presents percentage impacts amongst Hydro One’s
32 Direct customers.
33
34 Impact of a Change in Methodology

Description Direct Customers

Largest % Decrease 95.6%

Smallest % Decrease or Increase 1.2% Increase

Largest % Increase 92.1%

35
36
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b)

Hydro One is not able to calculate the transmission cost impact as a result of load
shifting by individual customers, as this depends on the particular circumstances and
behavioural responses of each customer. An attempt to estimate these impacts would
therefore be speculative.

Hydro One interprets this question to refer to the load shift impacts on a percentage
basis for each of the industries reported in Table 12. This is calculated below by
dividing the load shifts in Table 12 by the Peak Demand (MW) for each industry that
are also reported in Table 12.

Load Shifts Percentage Impacts
Peak Demand
(MwW) Central High Central High
Pulp and Paper 439.3 -19 -31 -4.3% -7.1%
Iron and Steel 536.1 -35 -58 -6.5% -10.8%
Metal Mining 517.2 -30 -55 -5.8% -10.6%
Non-metallic Minerals 65.5 -2 -3 -3.1% -4.6%
Petroleum Refining 199.8 0 -3 0.0% -1.5%
Motor Vehicles 137.7 0 -2 0.0% -1.5%

Power Advisory has not estimated the impact of a change in methodology by type of
industrial customer. The average impact for direct customers is an additional 21.6%
reduction under both the central and high cases. It should be cautioned that these
impacts could vary significantly among customer types and customers.

Power Advisory does not have data for individual customers and therefore presented
its analysis at an aggregate level, noting that the impact would vary by customer.
Hydro One calculated the Network cost responsibility percentage impacts based on
2009 data for each individual Network Delivery Point, as a result of changing the
methodology. The table below presents percentage impacts amongst its LDCs
customers.

Impact of a Change in Methodology

Description LDCs
Largest % Increase 83.2%
Smallest % Increase or Decrease 0.03% Decrease
Largest % Decrease 100.0%

For the reasons expressed in the response to part a of this Interrogatory, Hydro One
has not attempted to estimate the impacts of load shifting for individual LDCs.
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Ontario Energy Board (Board Staff) INTERROGATORY #97 List 1

Interrogatory

Issue 8.1 Is it appropriate to implement “AMPCQO’s High 5 Proposal” in place
of the status quo charge determinants for Network Service?

Ref: Exhibit H1/Tab3/Schl/Attachment 1/ Page 54

Power Advisory had requested load data from IESO to enable an analysis of cost
responsibility comparable to Table 14.

Please explain what data would be available from IESO, and how it might have
improved the information in Table 14 if it had been provided to Power Advisory.

Response

Power Advisory and Hydro One have had ongoing discussions with the IESO regarding
data that could be used to calculate transmission cost shifting impacts. The data
provided by Hydro One to Power Advisory is based on Hydro One’s calculation of the
current and High 5 charge determinants for its own customers using IESO data. The
IESO has reviewed Hydro One’s approach and confirmed that the data and methodology
employed by Hydro One was appropriate. The information regarding the other
transmitters was not available; however, had it been considered it is expected to have
made a minimal impact on the results .
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Ontario Energy Board (Board Staff) INTERROGATORY #98 List 1

Interrogatory

Issue 9.1 Are the OMA and capital amounts in the Green Energy Plan
appropriate and based on appropriate planning criteria?

Ref: Exhibit A/Tab11/Sch4 & Exhibit D1/Tab3/Sch3/Appendix A
(@) In Tables 6, 7, 8 and 9 at D1/T3/S3/Appendix A and in Table 1 at D1/T3/S3
Hydro One refers to “government instruction”. Does this refer to the Minister’s
letter of September 21, 2009? If not, to what “instruction” does this refer?

(b) The Minister of Energy, by letter dated May 7, 2010, sought the advice of the
Ontario Power Authority (“OPA”) regarding a transmission plan updating the
September 2009 instruction to Hydro One. Has Hydro One received any new or
updated instructions from the Minister regarding transmission projects or
transmission plan priorities? If yes, please provide these instructions. If no new
or updated instructions have been received from the Minister, is Hydro One aware
if the OPA has provided the advice to the Minister sought in the May, 7, 2010
letter?

(c) Please provide a copy of the OPA’s advice to the Minister, if such information is
in Hydro One’s possession. If Hydro One is not in possession of the advice
provided by the OPA to the Minister, please seek this information from the OPA
and file it in response to this interrogatory.

(d) To the extent that Hydro One has been given new or updated instructions
regarding transmission projects or transmission plan priorities, or is aware of the
nature of the advice provided to the Minister by the OPA, please provide:

i A comparison of the instructions given in the September 21, 2009 letter and
the updated Ministerial instruction or OPA advice.

ii A description of how this updated instruction or advice affects Hydro One’s
plans for transmission projects as described in the Green Energy Plan.

iii  An updated version of Hydro One’s Transmission Green Energy Plan that is
consistent with the updated instruction or advice.

Response

(@) Yes, the reference to “government instruction” refers to the Minister’s letter of
September 21, 2009.

(b) Hydro One has not received any new or updated instructions from the Minister
regarding transmission projects or transmission plan priorities.
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(c) Hydro One has been advised by the OPA that it has not finalized its advice to the
Minister of Energy and Infrastructure, as requested by the Minister in his letter of
May 7, 2010.

(d) As noted in response to part (b), Hydro One has not received any new or updated
instructions from the Minister.

Hydro One began development activities for the Green Energy (GE) projects in
response to anticipated demand for the Northwest Transmission Expansion project.
In addition, Hydro One began the development work for other priority GE projects in
response to the Minister of Energy and Infrastructure’s letter dated September 21,
2009. Schedule A of the letter lists 20 GE projects and target in-service dates. As
explained in the Green Energy Plan, due to the amount of time needed for
consultation, approvals and construction of large transmission projects, development
work had to begin on the priority GE projects from that list in order to meet their
target in-service dates. Hydro One selected the GE projects where there was an
urgency to begin development work primarily based on the target in-service date.

In a letter dated May 7, 2010 (Attachment 1) the Minister of Energy and
Infrastructure requested that the OPA develop and submit to him an updated
transmission expansion plan updating the September 2009 instruction to Hydro One
and considering the sequencing necessary to meet the needs of the FIT program and
the Korean Consortium.

In recognition of the OPA’s pending update to the Minister and of a letter from the
Minister to Hydro One dated May 5, 2010 (Attachment 2) Hydro One began to
suspend the development work on all GE projects. In his May 5 letter, the Minister
asked Hydro One to “focus [Hydro One’s] forthcoming transmission rates application
on ... projects ... [that] are critical to the connection of renewable generation projects
that have been identified by the Ontario Power Authority as part of the government’s
green energy agenda.” Hydro One is waiting for project specific direction from the
Minister, which is expected after the OPA provides the requested information to the
Minister.
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Tel.: 416-327-6756 . Tel.: 416 327-6768

Télde, 1 416 327-6754
www.onfario.ca/Mizl

Fax: 416-327-6754
www.ontario.ca/MEI

MAY - 7 2010

Mr. Colin Andersen
Chief Executive Officer
Ontario Power Authority
1600120 Adelaide Street West
Toronto ON MBH 1T1

C ol

Dear Mr. Angérsen:

i would like to take this opportunity to express my appreciation for the hard work

performed to-date by the Ontaric Power Authority (OPA) on the Feed-in-Tariff (FIT) . -«

program and associated power system planning, which has been crucial to the
progress achieved in implementing the Green Energy Act. | am pleased to see the
tremendous interest across the province in developing new renewable energy projects
since the FIT program has been launched.

Given this interest, it is clear that timely, well-planned and co-ordinated transmission
infrastructure is a critical enabler for both the Green Energy Act and FIT program. In
September 2009, my predecessor instructed Hydro One to begin the planning,
development and implementation of 20 major transmission projects across the
province in anticipation of the FIT program launch in October 2009,

Since the time of the instruction to Hydro One, there have been a number of
developments in the electricity sector, including an unprecedented response to the FIT
program, as well as an historic agreement with a Korean Consortium to develop 2,500
MW of renewable energy projects and to bring wind and solar manufacturing jobs to
Ontario.

These developments have underlined the need for co-ordinated transmission planning
to account for the many factors and timelines involved. As such, 1 am writing, pursuant
to my authority under subsection 25.26(1) of the Electricity Act, to require that the OPA
develop and submit to me an updated transmission expansion plan updating the
September 2008 instruction to Hydro One and considering the sequencing necessary
to meet the needs of the FIT program and the Korean Consortium,

... Jcont'd



I would expect that the plan will contain recommendations for development
sequencing of priority transmission projects and an implementation approach that
would ensure that key government commitments are met. | also understand that such
advice can only be provided in anticipation of the economic connection test, which is
currently being established as part of the FIT program.

A key element of the instruction to Hydro One was to work with the OPA in defining the
scope of work, including the sequencing necessary for the implementation of the
projects. | understand that Ministry staff have been working extensively with the OPA
and Hydro One toward this end. | would expect that your report will continue to build
on these extensive efforts to-date, and ask that you provide your advice by June 11,
2010.

Thank you for your prompt attention to this issue, and | look forward fo receiving your
report,

Sincerely,

fLY

Brad Duguid
Minister
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Ontario Energy Board (Board Staff) INTERROGATORY #99 List 1

Interrogatory

Issue 9.1 Are the OMA and capital amounts in the Green Energy Plan
appropriate and based on appropriate planning criteria?

Ref: Exhibit A/Tab11/Sch4/p.2

At the above reference, Hydro One states “While the timing and nature of some GE
Projects will depend on the results of the FIT program, this Plan encompasses
transmission investments that will form the backbone of an electricity system re-
designed to integrate up to 10,000 MW and beyond of potential renewable
generation”.

(a) Please identify all projects in the Green Energy Plan (GEP) whose “timing and
nature” depend on the results of the FIT program.

(b) Given that the “timing and nature of these projects will depend on the results of
the FIT program”, what assumption(s) has Hydro One made to estimate the test
year costs (Capital and/or Development) for these projects?

Response

(a) The timing and nature of all the Green Energy (GE) projects depend on the addition
of new renewable energy facilities, either through the FIT program or other means of
procurement with the exception of the Northwest Transmission Reinforcement
project.

(b) The OM&A Development costs that are included in the test years are driven by the
Minister’s letter of September 21, 2009 and the target in-service dates in that letter.
Please see Exhibit I, Tab 1, Schedule 98.

Due to the long lead times of transmission projects, the majority of the capital
spending for GE projects will occur beyond the test years. The total dollars for GE
capital projects that are forecast to come into service in the test years is provided in
the table below.
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GEGEA: In-Service Capital Additions 2010 — 2012 ($ M)
2009 - 2010 - Test Years

Historic Bridge
. 2011 2012
Year Projected
Development 3.3 0.6 11.4 198.9

The projects included in this table that are forecast to go into service in the test years
are described in Exhibit A, Tab 11, Schedule 4 and in Exhibit D1, Tab 3, Schedule 3.
They are projects D11 Hearn TS, D12 Leaside TS, D37 & D38 In-Line Circuit
Breakers and D43 and D44 Protection and Control for Enablement of Distribution
Connected Generation.

The revenue requirement impact of these projects is approximately $0.9M in 2011
and $10.3M in 2012.
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Ontario Enerqy Board (Board Staff) INTERROGATORY #100 List 1

Interrogatory

Issue 9.1 Are the OMA and capital amounts in the Green Energy Plan
appropriate and based on appropriate planning criteria?

Ref: Exhibit A/Tab11/Sch4
At pages 2 and 3 of the above reference, Hydro One identifies the reasons why GEP
projects are required.

(a) As the first reason, Hydro One states “The vast majority of potential renewable
generation is remote from the transmission grid and/or the Province’s load
centres”. Please provide the analysis/study relied on as the basis for the above
statement. Please also indicate when this analysis/study was prepared.

(b) As the second reason why GEP projects are required, Hydro One states “The
present capability of the transmission system is inadequate for the incorporation
and transfer of additional power”. Please provide the analysis/study relied on as
the basis for the above statement.

Response

(a) The statement is based on ongoing consultation with the OPA and the experience of
the RESOP program and earlier RFPs. The results to date of the FIT program and the
Transmission Availability Test confirm this statement to be true.

(b) Please see Exhibit I, Tab 1, Schedule 101 for the Transmission Availability Test
(TAT) results. On April 8, 2010 the OPA awarded 2,421 MW of contracts to 184
applicants. The transmission system will require improvements for the incorporation
and transfer of additional renewable resources given the locations where generators
are requesting connection. Exhibit I, Tab 1, Schedule 101 also provides information
on the projects that did not pass the TAT.
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Ontario Enerqy Board (Board Staff) INTERROGATORY #101 List 1

Interrogatory

Issue 9.1 Are the OMA and capital amounts in the Green Energy Plan
appropriate and based on appropriate planning criteria?

Ref: Exhibit A/Tab11/Sch4/p.3

At the above reference Hydro One states, “The OPA performed the Transmission
Availability Test (TAT) to determine which FIT applications could connect using
existing transmission capacity. Renewable generation that did not qualify under
TAT would require additional transmission facilities. In this regard the OPA is
developing the Economic Connection Test (ECT) analysis. The ECT will assist in
assessing where transmission facilities will be required to connect FIT applicants
who cannot connect to the existing transmission network due to lack of available
capacity”.

(a) Please provide project location, type of generation, nameplate capacity and region
for FIT contracts that have cleared the TAT and have been offered a contract by
the OPA. If necessary, please ask the OPA for this information.

(b) Please provide project location, type of generation, nameplate capacity and region
for FIT contracts that did not clear the TAT and are awaiting the results of the
ECT. If necessary, please ask the OPA for this information.

Response

(a) Information on the FIT applications that have cleared the TAT and have been offered
a contract by the OPA is available on the OPA’s website at the link below and a copy
of the list is provided in Attachment 1.

http://fit.powerauthority.on.ca/Storage/100/10989 FIT Contracts Offered April 8 1
0 - Applicant Legal Name Order3.pdf

(b) Information on the FIT applications that did not clear the TAT and are awaiting the
ECT is available on the OPA’s website at the link below and a copy of the list is
provided in Attachment 2.

http://fit.powerauthority.on.ca/Storage/100/10988 FIT Awaiting ECT April 8 10 -
Applicant Legal Name Order3.pdf



http://fit.powerauthority.on.ca/Storage/100/10989_FIT_Contracts_Offered_April_8_10_-_Applicant_Legal_Name_Order3.pdf
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FIT Contracts April 8 10 - Applicant Legal Name Order

Applicant Legal Name Project Name Project City Project Source Nameplate Capacity (kW) Region Current State

2176047 Ontario Inc. 2176047 Brockville Solar PV Groundmount 10,000|East CONTRACT OFFERED
2176050 Ontario Inc. 2176050 Brockville Solar PV Groundmount 9,000|East CONTRACT OFFERED
2225045 Ontario Inc. Welland Ridge Road Welland Solar PV Groundmount 10,000|Niagara CONTRACT OFFERED
2225049 Ontario Inc. Longueil TS Malbouef Alfred Solar PV Groundmount 10,000|East CONTRACT OFFERED
2225050 Ontario Inc Norfolk Bloomburg TS Simcoe Solar PV Groundmount 10,000|Niagara CONTRACT OFFERED
2225051 Ontario Inc. Belleville TS Demorestville Demorestville Solar PV Groundmount 10,000|East CONTRACT OFFERED
2225053 Ontario Inc. Napanee TS Taylor Kidd Odessa (Millhaven) Solar PV Groundmount 10,000|East CONTRACT OFFERED
2225054 Ontario Inc. Kingston Gardiner TS Odessa Odessa Solar PV Groundmount 10,000|East CONTRACT OFFERED
2225055 Ontario Inc. Kingston Gardiner Hwy2 North Odessa Solar PV Groundmount 10,000|East CONTRACT OFFERED
2225056 Ontario Inc. Kingston Gardiner Hwy2 South Odessa Solar PV Groundmount 10,000|East CONTRACT OFFERED
2225128 Ontario Inc Kingston Gardiner TS Unity Road Elginburg (Glenburnie) Solar PV Groundmount 10,000|East CONTRACT OFFERED
2225213 Ontario Inc. Mississippi Mills Solar Park Mississippi Mills Solar PV Groundmount 10,000|East CONTRACT OFFERED
2225228 Ontario Inc. Alfred Alfred Solar PV Groundmount 10,000|East CONTRACT OFFERED
2225249 Ontario Inc Burritts Rapids Ottawa Solar PV Groundmount 7,000|East CONTRACT OFFERED
2225256 Ontario Inc. Liskeard 1 Temiskaming Shores Solar PV Groundmount 10,000|Northeast CONTRACT OFFERED
2225342 Ontario Inc. Liskeard 3 Timiskiming Shores Solar PV Groundmount 10,000|Northeast CONTRACT OFFERED
2225345 Ontario Inc. Liskeard 4 Temiskaming Shores Solar PV Groundmount 10,000|Northeast CONTRACT OFFERED
6324827 Canada Inc. Birch Creek Hydro Webbwood Water 1,000|Northeast CONTRACT OFFERED
6718710 Canada Corporation Latchford Dam Latchford Water 838|Northeast CONTRACT OFFERED
6718710 Canada Corporation Latchford Dam 2 latchford Water 419|Northeast CONTRACT OFFERED
Alderville First Nation Alderville 3 Alnwick Township Solar PV Groundmount 5,000|East CONTRACT OFFERED
Amik-BBF HydroKap L.P. Big Beaver Falls Hydroelectric Project Kapuskasing Water 5,500|Northeast CONTRACT OFFERED
Amik-CTR HydroKap L.P. Camp Three Rapids Hydroelectric Project Kapuskasing Water 5,500|Northeast CONTRACT OFFERED
Big Thunder Wind Park LP Big Thunder Beta Windpark Municipality of Neebing Wind On-Shore 16,500|Northwest CONTRACT OFFERED
Bow Lake Phase 1 Wind Farm Ltd. Bow Lake Phase 1 Montreal River Harbour Wind On-Shore 20,000|Northeast CONTRACT OFFERED
Bow Lake Phase 2 Wind Farm Ltd. Bow Lake Phase 2a Montreal River Harbour Wind On-Shore 20,000|Northeast CONTRACT OFFERED
Bow Lake Phase 2 Wind Farm Ltd. Bow Lake Phase 2b Montreal River Harbour Wind On-Shore 20,000|Northeast CONTRACT OFFERED
Bracebridge Generation Ltd. Wilson Falls Generating Station Bracebridge Water 2,300|Central CONTRACT OFFERED
Bracebridge Generation Ltd. Bracebridge Falls Generating Station Bracebridge Water 2,000|Central CONTRACT OFFERED
BWP Wind Limited Partnership Merlin Wind Farm Merlin Wind On-Shore 10,000|West of London {CONTRACT OFFERED
Canadian Shield Wind Power Inc. Little Brit Power Sudbury Wind On-Shore 1,500|Northeast CONTRACT OFFERED
Capital Power GP Holdings Inc. Port Dover and Nanticoke Wind Project Walpole Wind On-Shore 105,000|Niagara CONTRACT OFFERED
CLEAN BREEZE WIND PARK GRAFTON LP CLEAN BREEZE WIND PARK GRAFTON GRAFTON Wind On-Shore 10,000|East CONTRACT OFFERED
CLEAN BREEZE WIND PARK LP CLEAN BREEZE WIND PARK BALTIMORE Wind On-Shore 12,500|East CONTRACT OFFERED
Clearydale Farms Clearydale Farms Spencerville Bio-Gas 498|East CONTRACT OFFERED
CLOUDY RIDGE WIND PARK LP SKYWAY 126 WIND ENERGY SINGHAMPTON Wind On-Shore 10,000|Niagara CONTRACT OFFERED
Comber Wind Limited Partnership Comber East - C24Z Wind Project Town of Lakeshore Wind On-Shore 82,800|West of London |CONTRACT OFFERED
Comber Wind Limited Partnership Comber West - C23Z Wind Project Town of Lakeshore Wind On-Shore 82,800|West of London [CONTRACT OFFERED
Conestogo Wind, LP Conestogo Wind Energy Centre Alma Wind On-Shore 23,000|Niagara CONTRACT OFFERED
Confederation Power Inc. Goulais Wind Farm Sault Ste. Marie Wind On-Shore 25,000|Northeast CONTRACT OFFERED
Coughlin Controls Inc Driftwood Power Monteith Water 400|Northeast CONTRACT OFFERED
Cyntech Corporation Black Bay Solar Project Phase 2 Dorion Township Solar PV Groundmount 750|Northwest CONTRACT OFFERED
De Bruin Farms Ltd. DeBruin Farms Biogas Wolfe Island Bio-Gas 360|East CONTRACT OFFERED
EFFISOLAR ENERGY CORPORATION EffiSolar Brockville Solar Farm (10MW) ELIZABETHTOWN-KITLEY Solar PV Groundmount 10,000|East CONTRACT OFFERED
EFFISOLAR ENERGY CORPORATION EffiSolar Beckwith Solar Farm (10MW) Township of Beckwith Solar PV Groundmount 10,000|East CONTRACT OFFERED
EFFISOLAR ENERGY CORPORATION EffiSolar Cornwall Solar Farm A (10MW) Township of South Glengarry Solar PV Groundmount 10,000|East CONTRACT OFFERED
Ernestown Windpark LP Ernestown Wind Park Ernestown Wind On-Shore 10,000|East CONTRACT OFFERED
Farm Owned Power (Melancthon) Ltd. Farm Owned Power (Melancthon) Ltd. Shelburne Wind On-Shore 100,000|Niagara CONTRACT OFFERED
Ferme Geranik Inc. Ferme Geranik Biogas St. Albert Bio-Gas 499|East CONTRACT OFFERED
Gilead Power Corporation Ostrander Point Wind Energy Park Prince Edward County Wind On-Shore 24,000|East CONTRACT OFFERED
Gillette Farms Inc. Powerbase / Gillette Farms Inc Embrun Bio-Gas 498|East CONTRACT OFFERED
GLEN MANOR WIND FARM LP SUNNY SHORES SOLAR FARM WELLINGTON Solar PV Groundmount 10,000|East CONTRACT OFFERED
Grand Valley Wind Farms Inc. on behalf of Grand Va Grand Valley Wind Farms (Phase 2) Dundalk Wind On-Shore 10,800|Niagara CONTRACT OFFERED
GREY HIGHLANDS CLEAN ENERGY LP GREY HIGHLANDS CLEAN ENERGY SINGHAMPTON Wind On-Shore 20,000|Niagara CONTRACT OFFERED
GREY HIGHLANDS ZERO EMISSION PEOPLE LP GREY HIGHLANDS ZERO EMISSION PEOPLE SINGHAMPTON Wind On-Shore 10,000|Niagara CONTRACT OFFERED
Grimsby Energy Inc Grimsby Bioreactor Project Grimsby Bio-Gas 1,000|Niagara CONTRACT OFFERED
Haliburton Forest & Wild Life Reserve Ltd Haliburton Forest Biopower 1 Haliburton Biomass 775|Central CONTRACT OFFERED
High Falls Development Partnership High Falls Hydropower Development District of Rainy River Water 6,400|Northwest CONTRACT OFFERED
Horizon Hydro LP Trout Lake River Hydroelectric Project Ear Falls Water 4,000|Northwest CONTRACT OFFERED
Hybridyne Power Generation Site A Inc. HPG Site A Brownsville Solar PV Groundmount 2,000|East CONTRACT OFFERED
Index Energy Mills Road Corporation Index Energy Mills Road Corporation Ajax Biomass 17,812|Central CONTRACT OFFERED
Integrated Gas Recovery Services Inc. Lafleche Landfill Gas Utilization Moose Creek Landfill 4,500|East CONTRACT OFFERED
International Power Canada, inc. Pointe Aux Roches Wind Lakeshore Wind On-Shore 48,600|West of London [CONTRACT OFFERED
International Power Canada, inc. Plateau Il Wind Melancthon Wind On-Shore 9,000|Niagara CONTRACT OFFERED
International Power Canada, inc. Plateau | & Il Wind Dundalk Wind On-Shore 18,000|Niagara CONTRACT OFFERED
Invenergy Solar Canada ULC Simcoe Solar Energy Centre | Woodville Solar PV Groundmount 10,000|Central CONTRACT OFFERED
Invenergy Solar Canada ULC Simcoe Solar Energy Centre Ill Woodville Solar PV Groundmount 10,000|Central CONTRACT OFFERED
Invenergy Wind Canada ULC Conestogo Wind Energy Centre 2 Wallensetin Wind On-Shore 19,500|Niagara CONTRACT OFFERED
Invenergy Wind Canada ULC Conestogo Wind Energy Centre 1 Drayton Wind On-Shore 69,000|Niagara CONTRACT OFFERED
Kagawong Power Incorporated Charlton Dam GS Expansion Charlton Water 850|Northeast CONTRACT OFFERED
Leader Energy.ca Corp. Clarington Wind Farm Clarington Wind On-Shore 10,000|East CONTRACT OFFERED
LFL Properties Inc. Elora Hydro Electric Generating Station Elora Water 1,000|Niagara CONTRACT OFFERED
Lizard Creek Power Inc. Lizard Creek Small Hydro Project Township of The North Shore Water 1,040|Northeast CONTRACT OFFERED
Magnum Wind Energy Corp. Zurich Zurich Wind On-Shore 800|Bruce CONTRACT OFFERED
M'Chigeeng First Nation Mother Earth Renewable Energy Project - Phase | M'Chigeeng Wind On-Shore 4,000|Northeast CONTRACT OFFERED
McLean's Mountain Wind L.P. McLean's Mountain Wind Farm 1 Little Current Wind On-Shore 50,000|Northeast CONTRACT OFFERED
McLean's Mountain Wind L.P. McLeans Mountain Wind Farm 3 Little Current Wind On-Shore 10,000|Northeast CONTRACT OFFERED
Namewaminikan Hydro Inc. Namewaminikan Waterpower Project Beardmore Water 10,000|Northwest CONTRACT OFFERED
Neeskah Energy Limited Partnership Neeskah Project Calstock Water 6,500|Northeast CONTRACT OFFERED
Nipiy-OWF HydroKap L.P. Old Woman Falls Hydroelectric Project Kapuskasing Water 5,500|Northeast CONTRACT OFFERED
Nipiy-WOF HydroKap L.P. White Otter Falls Hydroelectric Project Kapuskasing Water 5,500|Northeast CONTRACT OFFERED
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North Bay Hydro Distribution Ltd Merrick Landfill Project North Bay Landfill 1,600|Northeast CONTRACT OFFERED
Northland Power Solar Abitibi L.P. Northland Power Solar Abitibi Cochrane Solar PV Groundmount 10,000|Northeast CONTRACT OFFERED
Northland Power Solar Belleville North L.P. Northland Power Solar Belleville North Ameliasburg Solar PV Groundmount 10,000|East CONTRACT OFFERED
Northland Power Solar Belleville South L.P. Northland Power Solar Belleville South Ameliasburg Solar PV Groundmount 10,000|East CONTRACT OFFERED
Northland Power Solar Burks Falls East L.P. Northland Power Solar Burks Falls East Burks Falls Solar PV Groundmount 10,000|Central CONTRACT OFFERED
Northland Power Solar Burks Falls West L.P. Northland Power Burks Falls West Ryerson, ON Solar PV Groundmount 10,000|Central CONTRACT OFFERED
Northland Power Solar Crosby L.P. Northland Power Solar Crosby Portland Solar PV Groundmount 10,000|East CONTRACT OFFERED
Northland Power Solar Empire L.P. Northland Power Solar Empire Cochrane Solar PV Groundmount 10,000|Northeast CONTRACT OFFERED
Northland Power Solar Glendale L.P. Northland Power Solar Glendale Cornwall Solar PV Groundmount 10,000|East CONTRACT OFFERED
Northland Power Solar Long Lake L.P. Northland Power Solar Long Lake Hunta Solar PV Groundmount 10,000|Northeast CONTRACT OFFERED
Northland Power Solar Martin's Meadows L.P. Northland Power Solar Martin's Meadows Cochrane Solar PV Groundmount 10,000|Northeast CONTRACT OFFERED
Northland Power Solar McCann L.P. Northland Power Solar McCann L.P. Portland Solar PV Groundmount 10,000|East CONTRACT OFFERED
Northland Power Solar North Burgess L.P. Northland Power Solar North Burgess North Burgess Solar PV Groundmount 10,000|East CONTRACT OFFERED
Northland Power Solar Rideau Lakes L.P. Northland Power Solar Rideau Lakes Rideau Lakes Solar PV Groundmount 10,000|East CONTRACT OFFERED
Okikendawt Hydro L.P. Okikendawt Hydroelectric Project Dokis Bay Water 10,000|Northeast CONTRACT OFFERED
Ontario Solar PV Fields 1 Limited Partnership Wainwright Solar Park Oxdrift Solar PV Groundmount 10,000|Northwest CONTRACT OFFERED
Ontario Solar PV Fields 10 Limited Partnership Mattawishkwia Solar Park Hearst Solar PV Groundmount 10,000|Northeast CONTRACT OFFERED
Ontario Solar PV Fields 11 Limited Partnership Ramore Solar Park Ramore Solar PV Groundmount 8,000|Northeast CONTRACT OFFERED
Ontario Solar PV Fields 2 Limited Partnership Morley Solar Park Stratton, in the Township of Morley Solar PV Groundmount 10,000|Northwest CONTRACT OFFERED
Ontario Solar PV Fields 3 Limited Partnership Vanzwolf Solar Park Township of Dawson Solar PV Groundmount 10,000|Northwest CONTRACT OFFERED
Ontario Solar PV Fields 4 Limited Partnership Dave Rampel Solar Park Township of Dawson Solar PV Groundmount 10,000|Northwest CONTRACT OFFERED
Ontario Solar PV Fields 7 Limited Partnership Kap Solar Park Kapuskasing Solar PV Groundmount 6,000|Northeast CONTRACT OFFERED
Pecors Power o/a Cantech Construction Ltd. Pecors Power Small Hydro Project Elliot Lake Water 2,000|Northeast CONTRACT OFFERED
Peeshoo Energy Limited Partnership Peeshoo Project Calstock Water 6,500|Northeast CONTRACT OFFERED
Penn Energy Renewables, Ltd. Penn Energy - S. Glengarry_St. Lawrence-1 South Glengarry Solar PV Groundmount 9,333|East CONTRACT OFFERED
Penn Energy Renewables, Ltd. Penn Energy - Edwardsburgh_Morrisburg-1 Edwardsburgh/Cardinal Solar PV Groundmount 9,333|East CONTRACT OFFERED
Penn Energy Renewables, Ltd. Penn Energy - Hamilton_Port Hope-4 Baltimore Solar PV Groundmount 10,000|East CONTRACT OFFERED
Peterborough Utilities Inc. Bensfort Road LFG Generation Project Peterborough Landfill 2,000|East CONTRACT OFFERED
Pic Mobert Hydro Power Joint Venture Gitchi Animki Niizh Generating Station Brothers Township Water 10,000|Northwest CONTRACT OFFERED
Pic Mobert Hydro Power Joint Venture Gitchi Animki Bezhig Generating Station Brothers Township Water 8,900|Northwest CONTRACT OFFERED
Pukwis Wind Partner | Inc.and Pukwis Energy Co-ope Pukwis Community Wind Park Sutton West Wind On-Shore 20,000|Central CONTRACT OFFERED
purEnergy Kawartha Biogas Inc. Havelock Bio-Gas 9,800|East CONTRACT OFFERED
RE Adelaide 1 ULC RE Adelaide 1c Strathroy Solar PV Groundmount 1,000{West of London [CONTRACT OFFERED
RE Adelaide 1 ULC RE Adelaide 1d Strathroy Solar PV Groundmount 500|West of London [CONTRACT OFFERED
RE Breen 2 ULC RE Breen 2 Putnam Solar PV Groundmount 10,000|Niagara CONTRACT OFFERED
RE Highbury 1 ULC RE Highbury 1 Dorchester Solar PV Groundmount 5,000|West of London |CONTRACT OFFERED
RE Ingersoll 1 ULC RE Ingersoll 1 Ingersoll Solar PV Groundmount 8,000|Niagara CONTRACT OFFERED
RE Ingersoll 1 ULC RE Ingersoll 1b Ingersoll Solar PV Groundmount 500|Niagara CONTRACT OFFERED
RE Ingersoll 1 ULC RE Ingersoll 1a Ingersoll Solar PV Groundmount 1,000(Niagara CONTRACT OFFERED
RE Midhurst 2 ULC RE Midhurst 2 Springwater Solar PV Groundmount 3,500|Central CONTRACT OFFERED
RE Midhurst 3 ULC RE Midhurst 3 Oro Station Solar PV Groundmount 3,500|Central CONTRACT OFFERED
RE Midhurst 4 ULC RE Midhurst 4 Oro-Medonte Solar PV Groundmount 6,500|Central CONTRACT OFFERED
RE Midhurst 6 ULC RE Midhurst 6 Midhurst Solar PV Groundmount 9,000|Central CONTRACT OFFERED
RE Orillia 1 ULC RE Orillia 1 Hawkestone Solar PV Groundmount 10,000|Central CONTRACT OFFERED
RE Orillia 2 ULC RE Orillia 2 Hawkestone, Oro Medonte Solar PV Groundmount 10,000|Central CONTRACT OFFERED
RE Orillia 3 ULC RE Orillia 3 Hawkestone Solar PV Groundmount 6,500|Central CONTRACT OFFERED
RE Smiths Falls 1 ULC RE Smiths Falls 1 Smiths Falls Solar PV Groundmount 10,000|East CONTRACT OFFERED
RE Smiths Falls 2 ULC RE Smiths Falls 2 Perth Solar PV Groundmount 10,000|East CONTRACT OFFERED
RE Smiths Falls 3 ULC RE Smiths Falls 3 Smiths Falls Solar PV Groundmount 8,000|East CONTRACT OFFERED
RE Smiths Falls 4 ULC RE Smiths Falls 4 Perth Solar PV Groundmount 10,000|East CONTRACT OFFERED
RE Smiths Falls 5 ULC RE Smiths Falls 5 Smiths Falls Solar PV Groundmount 10,000|East CONTRACT OFFERED
RE Smiths Falls 6 ULC RE Smiths Falls 6 Rideau Lakes Solar PV Groundmount 10,000|East CONTRACT OFFERED
RE Waubaushene 3 ULC RE Waubaushene 3 Wyebridge Solar PV Groundmount 10,000|Central CONTRACT OFFERED
RE Waubaushene 4 ULC RE Waubaushene 4 Coldwater Solar PV Groundmount 8,000|Central CONTRACT OFFERED
RE Waubaushene 5 ULC RE Waubaushene 5 Coldwater Solar PV Groundmount 3,500|Central CONTRACT OFFERED
SETTLERS LANDING WIND PARK LP SETTLERS LANDING WIND PARK PONTYPOOL Wind On-Shore 10,000|East CONTRACT OFFERED
SkyPower Glenarm LP Glenarm Kawartha Lakes Solar PV Groundmount 10,000|Central CONTRACT OFFERED
SkyPower Val Caron LP Val Caron Greater Sudbury Solar PV Groundmount 10,000|Northeast CONTRACT OFFERED
Skyway 125 Wind Energy Inc skyway 125 singhampton Wind On-Shore 10,000|Niagara CONTRACT OFFERED
SNOWY RIDGE WIND PARK LP SNOWY RIDGE WIND PARK BETHANY Wind On-Shore 10,000|East CONTRACT OFFERED
South Branch Windfarm Inc. South Branch Wind Farm Brinston Wind On-Shore 30,000|East CONTRACT OFFERED
Summerhaven Wind, LP Summerhaven Wind Energy Centre Nanticoke Wind On-Shore 125,000|Niagara CONTRACT OFFERED
SunE Rutley LP SunE Rutley Ingleside Solar PV Groundmount 10,000|East CONTRACT OFFERED
Swift River Energy LP North Bala Small Hydro Project Bala Water 5,000|Central CONTRACT OFFERED
Tempest Power Corp. William Rutley Solar Park Ingleside Solar PV Groundmount 10,000|East CONTRACT OFFERED
THE CORPORATION OF THE CITY OF KITCHENER Consolidated Maintenance facility Solar Roof Kitchener Solar PV Rooftop 500|Niagara CONTRACT OFFERED
Trout Creek Wind Power Inc. Trout Creek Township of Laurier, District of Parry Sound Wind On-Shore 10,000|Northeast CONTRACT OFFERED
Vineland Wind Power Inc. HAF Energy Caistors Centre Wind On-Shore 10,000|Niagara CONTRACT OFFERED
Wahpeestan Energy Limited Partnership Wahpeestan Project Calstock Water 6,500|Northeast CONTRACT OFFERED
Wainfleet Wind Energy Inc. Wainfleet Wind Farm Wainfleet Wind On-Shore 10,000|Niagara CONTRACT OFFERED
Wapoose Energy Limited Partnership Wapoose Project Calstock Water 6,500|Northeast CONTRACT OFFERED
Wasdell Falls Power Corporation Wasdell Falls Waterpower Project Washago Water 1,900|Central CONTRACT OFFERED
Waste Management of Canada Corporation WM Ottawa Landfill Gas to Energy Ottawa Landfill 6,400|East CONTRACT OFFERED
Wendigo Power Partnership Inc. Wendigo Waterpower Project Marter Township, Temiskaming Water 3,000|Northeast CONTRACT OFFERED
WHISPERING WOODS WIND FARM LP WHISPERING WOODS WIND FARM MILLBROOK Wind On-Shore 10,000|East CONTRACT OFFERED
White Pines Wind Farm Inc. White Pines Wind Farm Milford Wind On-Shore 60,000|East CONTRACT OFFERED




WIND FARM COLLIE HILL LP WIND FARM COLLIE HILL HASTINGS Wind On-Shore 5,600|East CONTRACT OFFERED
Windstream Wolfe Island Shoals Inc. Wolfe Island Shoals Wind Farm Marysville Wind Off-Shore 300,000|East CONTRACT OFFERED
WOOLWICH BIO-EN INC. Woolwich Bio-En Inc. Elmira Bio-Gas 2,852|Niagara CONTRACT OFFERED
wpd Canada Corp. Ballyduff Wind Farm Pontypool Wind On-Shore 11,500|East CONTRACT OFFERED
wpd Canada Corp. Fairview Wind Farm Stayner Wind On-Shore 18,400|Niagara CONTRACT OFFERED
wpd WF1 Inc. Belwood Wind Farm Fergus Wind On-Shore 9,200|Niagara CONTRACT OFFERED
wpd WF2 Inc. Whittington Wind Farm Orangeville Wind On-Shore 6,900|Niagara CONTRACT OFFERED
Xeneca Limited Partnership McGraw Falls 2089284 Thunder Bay District Water 2,400|Northwest CONTRACT OFFERED
Xeneca Limited Partnership Lapinigam Rapids 6712517 Hearst District Water 8,200|Northeast CONTRACT OFFERED
Xeneca Limited Partnership At Soo Crossi